NEW ISSUE - FULL BOOK ENTRY ONLY RATINGS: S&P: “AAA” (Insured)
“A-" (Underlying”

Fitch: “AA” (Insured)

“A-" (Underlying)

(See “RATINGS” herein)

In the opinion of Nossaman, Guthner, Knox & Elliott, LLE Irvine, California, Bond Counsel, based on existing statutes, regulations,
rulings and court decisions and assuming, among other matters, compliance with certain covenants, interest on the Bonds is
excludable from gross income for federal income tax purposes. Interest on the Bonds is not a specific preference item for purposes
of the federal individual or corporate alternative minimum taxable income, although Bond Counsel observes that it is included in
adjusted current earnings in calculating corporate alternative minimum taxable income. In the further opinion of Bond Counsel,
interest on the Bonds is, under existing law, exempt from State of California personal income taxes. Bond Counsel expresses no
opinion regarding other federal or State tax consequences relating to the ownership or disposition of, or the accrual or receipt of
interest with respect to, the Bonds. See “TAX EXEMPTION” herein.

Ciry $25,095,000
of OAKLEY REDEVELOPMENT AGENCY
AKLEY SUBORDINATE TAX ALLOCATION BONDS
T L SERIES 2008A
i HEAKL ot DELTA (OAKLEY REDEVELOPMENT PROJECT AREA)
Dated: Date of Delivery Due: September 1, as shown on the inside cover

The Subordinate Tax Allocation Bonds, Series 2008A (Oakley Redevelopment Project Area) (the “Bonds”) of the Oakley
Redevelopment Agency (the “Agency”) will be issued as fully registered bonds in book-entry form only, initially registered in the name
of Cede & Co., New York, New York, as nominee of The Depository Trust Company (“DTC”), New York, New York. Purchasers will not
receive physical certificates representing their interest in the Bonds. Individual purchases will be in principal amounts of $5,000 or in
any integral multiples of $5,000. Interest payable on the Bonds will be payable on March 1 and September 1 of each year, commencing
September 1, 2008, and principal payable on the Bonds will be paid by Wells Fargo Bank, National Association, San Francisco,
California, as trustee for the Bonds (the “Trustee”), to DTC for subsequent disbursement to DTC Participants who will remit such
payments to the beneficial owners of the Bonds.

The Bonds are being issued by the Agency for the purpose of (i) financing certain improvements in or benefiting the Oakley
Redevelopment Project Area of the Agency (the “Project Area”), (ii) funding a reserve account for the Bonds, (iii) capitalizing certain
interest on the Bonds, and (iv) paying the costs of issuing the Bonds.

The Bonds are limited obligations of the Agency payable solely from and secured by the Tax Revenues to be derived from the
Project Area remaining after payment of certain obligations as described herein, and from the amounts on deposit in certain funds as
described herein. The lien of the Bonds on Tax Revenues is subordinate to the lien of the Series 2003 Bonds (as defined herein). While
the Agency has covenanted not to issue any additional obligations on parity with the Series 2003 Bonds, under certain conditions the
Agency may issue additional obligations with a lien on Tax Revenues on parity with the lien of the Bonds.

The Bonds are subject to optional and mandatory redemption prior to maturity as described herein. See “THE BONDS —
Redemption” herein.

Payment of the principal of and interest on the Bonds when due will be insured by a financial guaranty insurance policy to be
issued by Ambac Assurance Corporation simultaneously with the delivery of the Bonds (see “BOND INSURANCE” herein).

Ambac

This cover page contains information for general reference only. It is not a summary of the security or terms of this issue.
Investors must read the entire Official Statement, including the section entitled “RISK FACTORS,” for a discussion of special
factors which should be considered, in addition to the other matters set forth herein, in considering the investment quality
of the Bonds. Capitalized terms used on this cover page and not otherwise defined shall have the meanings set forth herein.

THE BONDS ARE NOT A DEBT, OBLIGATION OR LIABILITY OF THE CITY OF OAKLEY, THE STATE OF CALIFORNIA OR ANY
OF ITS POLITICAL SUBDIVISIONS (OTHER THAN THE AGENCY), NOR DO THEY CONSTITUTE A PLEDGE OF THE FAITH AND
CREDIT OR THE TAXING POWER OF ANY OF THE FOREGOING (INCLUDING THE AGENCY). THE AGENCY DOES NOT HAVE
ANY TAXING POWER. THE BONDS DO NOT CONSTITUTE AN INDEBTEDNESS WITHIN THE MEANING OF ANY
CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR RESTRICTION.

The Bonds are being issued for sale to the Oakley Public Finance Authority (the “Authority”). The Authority will resell the Bonds to
the Underwriter.

The Bonds are offered, when, as and if issued and received by the Underwriter, subject to the approval of legality by Nossaman,
Guthner, Knox & Elliott, LLP, Irvine, California, Bond Counsel. Certain legal matters will be passed upon for the Agency by its general
counsel. It is expected that the Bonds, in book-entry form, will be available for delivery in New York, New York on or about May 9, 2008.

5 DE 1A Rosa & Co.

INVESTMENT BANKERS

Dated: May 2, 2008



MATURITY SCHEDULE
$9,675,000 Serial Bonds

Maturity Principal Interest
(September 1) Amount Rate Yield cusipPe

2012 $310,000 4.000% 3.480% 673639BB5
2013 350,000 4.000 3.610 673639BC3
2014 385,000 4.000 3.740 673639BD1
2015 425,000 4.000 3.880 673639BE9
2016 465,000 4.000 4.020 673639BF6
2017 510,000 4.000 4.160 673639BG4
2018 555,000 4100 4.290 673639BH2
2019 570,000 4.250 4.410 673639BJ8

2020 585,000 4.300 4.520 673639BK5
2021 605,000 4.400 4.620 673639BL3

2022 625,000 4.500 4.700 673639BM1
2023 650,000 4.625 4.770 673639BN9
2024 670,000 4.700 4.840 673639BP4
2025 700,000 4.750 4.890 673639BQ2
2026 725,000 4.750 4.940 673639BR0O
2027 755,000 4.800 4.990 673639BS8
2028 790,000 5.000 5.040 673639BT6

$6,775,000 5.00% Term Bonds due September 1, 2033 - Yield: 5.14% (CUSIP®: 673639BU3)
$8,645,000 5.00% Term Bonds due September 1, 2038 - Yield: 5.17% (CUSIP®: 673639BV1)

® A registered trademark of the American Bankers Association. CUSIP data herein is provided by
Standard & Poor’s, CUSIP Services Bureau, a division of The McGraw-Hill Companies, Inc.



No dealer, broker, salesperson or other person has been authorized by the
Oakley Redevelopment Agency or the Underwriter to give any information or to make any
representations other than those contained herein and, if given or made, such other information
or representations must not be relied upon as having been authorized by the Agency, the
Agency or the Underwriter. This Official Statement does not constitute an offer to sell or the
solicitation of an offer to buy nor shall there be any sale of the Bonds by a person in any
jurisdiction in which it is unlawful for such person to make such an offer, solicitation or sale.

This Official Statement is not to be construed as a contract with the purchasers of
the Bonds. Statements contained in this Official Statement which involve estimates, forecasts
or matters of opinion, whether or not expressly so described herein, are intended solely as such
and are not to be construed as representations of fact.

The information set forth herein has been obtained from the Agency, the City of
Oakley and other sources which are believed to be reliable, but it is not guaranteed as to
accuracy or completeness, and is not to be construed as a representation by the Agency, the
Agency or the Underwriter. The Underwriter has reviewed the information in this Official
Statement in accordance with, and as part of, its responsibilities under federal securities laws,
as applied to the facts and circumstances of this transaction, but the Underwriter does not
guarantee the accuracy or completeness of such information. The information and expressions
of opinions herein are subject to change without notice and neither delivery of this Official
Statement nor any sale made hereunder shall, under any circumstances, create any implication
that there has been no changes in the affairs of the Agency or the Agency since the date
hereof. All summaries of the Indenture or other documents are made subiject to the provisions
of such documents, respectively, and do not purport to be complete statements of any or all of
such provisions.

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

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE
UNDERWRITER MAY EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE
MARKET PRICE OF THE BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE
PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE
DISCONTINUED AT ANY TIME. THE UNDERWRITER MAY OFFER AND SELL THE BONDS
TO CERTAIN DEALERS AND DEALER BANKS AND BANKS ACTING AS AGENT AT PRICES
LOWER THAN THE PUBLIC OFFERING PRICE STATED ON THE COVER PAGE HEREOF.
THE PUBLIC OFFERING PRICE MAY BE CHANGED FROM TIME TO TIME BY THE
UNDERWRITER.
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OFFICIAL STATEMENT

$25,095,000
OAKLEY REDEVELOPMENT AGENCY
SUBORDINATE TAX ALLOCATION BONDS
SERIES 2008A
(OAKLEY REDEVELOPMENT PROJECT AREA)

INTRODUCTION
General

This Official Statement, including the cover page and appendices, is provided to
furnish information in connection with the sale by the Oakley Redevelopment Agency (the
“Agency”) of $25,095,000 aggregate principal amount of Subordinate Tax Allocation Bonds,
Series 2008A (Oakley Redevelopment Project Area) (the “Bonds”). The Bonds are being issued
pursuant to the Constitution and laws of the State of California (the “State”), including the
Community Redevelopment Law. The Bonds are issued pursuant to a Trust Indenture, dated
as of May 1, 2008 (the “Indenture”), between the Agency and Wells Fargo Bank, National
Association (the “Trustee”).

The Bonds are being issued by the Agency for the purpose of (i) financing certain
improvements in or benefiting the Oakley Redevelopment Project Area of the Agency (the
“Project Area”), (ii) funding a reserve account for the Bonds, (iii) capitalizing certain interest on
the Bonds, and (iv) paying the costs of issuing the Bonds. See “THE PROJECT” and
“ESTIMATED SOURCES AND USES OF FUNDS” herein.

Terms used in this Official Statement and not otherwise defined shall have the
meaning given to them in APPENDIX A-attached hereto.

The City and the Agency

The City of Oakley (the “City”) is located in the County of Contra Costa (the
“County”), and was incorporated on July 1, 1999 as a general law city. The City is situated in
the eastern portion of the County, along the shore of the Sacramento-San Joaquin Delta, near
the cities of Pittsburg, Antioch, and Brentwood. The City is located 55 miles east of
San Francisco and 55 miles south of Sacramento. The City’s estimated population as of
January 1, 2007 was 31,906.

The Agency was established pursuant to provisions of the Community
Redevelopment Law (Part 1, Division 24, commencing with Section 33000, of the Health and
Safety Code of the State) (the “Law”) by the County in 1989. Upon the incorporation of the City
on July 1, 1999, the County transferred control of the Project Area to the Agency. The County
adopted the Redevelopment Plan establishing the initial project area (the “Original Area”) by
Ordinance No. 89-89 on December 27, 1989 (the “Redevelopment Plan”). The Redevelopment
Plan was amended on December 6, 1994 to conform to the provisions of AB 1290 (defined
herein). The Redevelopment Plan was further amended on October 22, 2001 by Ordinance
No. 17-01 to add approximately 621 acres (the “Added Area”) to the Original Area’'s 916 acres.
The Added Area began receiving tax increment revenue in Fiscal Year 2003/04. The Original
Area and the Added Area are collectively referred to herein as the “Project Area”. See “THE



REDEVELOPMENT PLAN” herein. Land use in the Project Area is primarily residential. See
“THE PROJECT AREA” herein.

Security for the Bonds

The Law authorizes the financing of redevelopment projects through the
issuance of bonds secured by incremental tax revenues. Using this financing method, the last
equalized assessed valuations of the property within a project area prior to adoption of the
redevelopment plan become the base year valuations. The increased tax revenues which result
from the increase in assessed valuations between the base year and subsequent years and
which are allocated to a redevelopment agency for the payment of debt may be pledged to the
payment of debt service on obligations issued to finance the redevelopment project. “Tax
Revenues” (as defined in “SECURITY FOR THE BONDS” herein), consist of a portion of such
incremental tax revenues.

The Bonds are payable solely from, and are secured by, the Tax Revenues (as
defined under “SECURITY FOR THE BONDS” herein), and from amounts on deposit in the
Reserve Account and other funds and accounts pledged under the Indenture. The Agency has
funded the Reserve Account for the Bonds so that the amount on deposit is equal to the
Reserve Requirement. See “SECURITY FOR THE BONDS — Reserve Account” herein.

The lien of the Bonds on Tax Revenues is subordinate to payment of the
Agency’s Taxable Tax Allocation Bonds, Series 2003 (Oakley Redevelopment Project Area)
(the “Series 2003 Bonds”), originally issued in the principal amount of $8,500,000, of which
$7,810,000 is currently outstanding. The Agency has covenanted not to issue any additional
debt on parity with the Series 2003 Bonds. See “THE BONDS - Parity Debt” herein for a
description of the conditions upon which the Agency may issue additional obligations with a lien
on a parity with the Bonds with respect to the Tax Revenues. See also “SECURITY FOR THE
BONDS” herein.

The Agency has no power to levy and collect taxes, and any legislative
enactment or State constitutional amendment having the effect of reducing the property tax rate
would necessarily reduce the amount of Tax Revenues available to pay the principal of and
interest on the Bonds. Likewise, broadened property tax exemptions could have a similar effect.
Additional factors affecting the availability of Tax Revenues are set forth under the caption “THE
REDEVELOPMENT PLAN -- Financial Limitations” below. See also “RISK FACTORS AND
LIMITATIONS ON TAX REVENUES” for other matters which may affect the collection of Tax
Revenues.

Bond Insurance

Payment of the principal of and interest on the Bonds when due will be insured
by a financial guaranty insurance policy (the “Insurance Policy”) to be issued by Ambac
Assurance Corporation (the “Insurer”) simultaneously with the issuance of the Bonds. See
“‘BOND INSURANCE" herein. See also “RATINGS” herein.

Forward-Looking Statements
This Official Statement (including the appendices hereto) contains forward-

looking statements, including (i) statements containing projections of Tax Revenues and other
financial items, (ii) statements of future economic performance of the Project Area, and (iii)



statements of the assumptions underlying or relating to statements described in (i) and (ii)
above, (collectively, the “Forward-Looking Statements”). All statements other than statements
of historical facts included in this Official Statement, including, without limitation, statements
under “THE PROJECT AREA,” and “SECURITY FOR THE BONDS” and APPENDIX E
regarding the financial position, capital resources and status of the Project Area, are Forward-
Looking Statements. Although the Agency believes that the expectations reflected in such
Forward-Looking Statements are reasonable, no one can be given assurance that such
projections will prove to be correct. Important factors which could cause actual results to differ
materially from expectations of the Agency (collectively, the “Cautionary Statements”) are
disclosed in this Official Statement. All Forward-Looking Statements attributable to the Agency
are expressly qualified in their entirety by the Cautionary Statements.

Summary of Terms

Brief descriptions of the Bonds, the Indenture, the Agency, the Project Area and
the Redevelopment Plan are included in this Official Statement. Such descriptions do not
purport to be comprehensive or definitive. All references herein to the Indenture, the Law and
the Constitution and the laws of the State, as well as the proceedings of the Agency, the County
and the City with respect to the Redevelopment Plan, the Project Area and the Bonds, are
qualified in their entirety by reference to such documents. References herein to the Bonds are
qualified in their entirety by reference to the form thereof included in the Indenture. Copies of
the proceedings of the Agency referred to above, the Indenture and other documents described
in this Official Statement are available for inspection at the offices of the Agency, 3231 Main
Street, Oakley, CA 94561.

CONTINUING DISCLOSURE

The Agency has covenanted for the benefit of owners of the Bonds to provide
certain financial information and operating data relating to the Agency by not later than 270
days after the end of its fiscal year (presently June 30) in each year commencing with its report
for the 2007/08 fiscal year (the “Annual Report”) and to provide notices of the occurrence of
certain enumerated events. The Annual Report and notices of material events will be filed by
the Agency with each Nationally Recognized Municipal Securities Information Repository and
the State Repository, if any. These covenants have been made in order to assist the
Underwriter in complying with Securities Exchange Commission Rule 15¢2-12(b)(5) (the “Rule”).
The specific nature of the information to be contained in the Annual Report or the notices of
material events by the Agency is summarized in “APPENDIX F- FORM OF CONTINUING
DISCLOSURE AGREEMENT.” While the Agency was late filing its initial annual report with
respect to the Series 2003 Bonds, it has since been in compliance in all material respects with
its previous undertakings with respect to the Rule. The Agency has retained NBS Government
Finance Group, d/b/a NBS, as the dissemination agent for the Bonds.

THE PROJECT

General

A portion of the proceeds of the Bonds shall be used to finance various
improvements within the Project Area, including street improvements, property acquisition,
drainage improvements and parking facilities. The Agency has not yet prioritized the
improvements which may be financed from the proceeds of the Bonds.



THE BONDS

Description of the Bonds

The Bonds will be issued only in the form of fully registered Bonds without
coupons, in denominations of $5,000 or any whole multiple thereof. The Bonds will be dated
the date of delivery, will mature on September 1 in the years and in the respective principal
amounts, and will bear interest at the respective rates per annum, all as set forth on the inside
front cover hereof. Interest on the Bonds will be paid on March 1 and September 1 of each
year, commencing September 1, 2008, by check mailed on the Interest Payment Date to the
registered owners of the Bonds as of the applicable Record Date (the fifteenth day of the month
preceding each Interest Payment Date), or by wire transfer of immediately available funds to
any owner of at least $1,000,000 in aggregate principal amount of Bonds at such wire transfer
address as such owner provides to the Trustee not later than the 15th day of the month
preceding the Interest Payment Date.

The principal of each Bond will be payable upon the surrender of such Bond, at
maturity or upon redemption prior to maturity, at the principal corporate trust office of the
Trustee in San Francisco, California.

Redemption

Optional Redemption. The Bonds maturing before September 1, 2019 are not
subject to call and redemption prior to maturity. The Bonds maturing on or after September 1,
2019 shall be subiject to call and redemption prior to maturity, at the option of the Agency, as a
whole on any date or in part on any Interest Payment Date, among maturities as shall be
determined by the Agency, and by lot within each maturity (each Bond being deemed to be
composed of $5,000 portions with each such portion being separately redeemable), from funds
derived by the Agency from any source; on or after September 1, 2018, at the redemption price
for each redeemed Bond equal to the principal amount thereof, with accrued interest to the date
of redemption, without premium.

Sinking Account Redemption. (i) The Bonds maturing September 1, 2033
shall be subject to mandatory sinking fund redemption in part, by lot, commencing on
September 1, 2029, from mandatory sinking fund payments, at a redemption price equal to the
principal amount thereof to be redeemed, together with accrued interest to the date fixed for
redemption, without premium, in the aggregate respective principal amounts and on the dates
set forth below; provided, however, that if some but not all of such Bonds have been redeemed
pursuant to optional redemption the total amount of all future sinking fund payments shall be
reduced by the aggregate principal amount of such Bonds so redeemed, to be allocated among
such sinking fund payments on a pro rata basis as determined by the Agency:

2033 Term Bonds

Payment Dates

(September 1) Amount
2029 $1,225,000
2030 1,290,000
2031 1,350,000
2032 1,420,000
2033 (Maturity) 1,490,000



(ii)) The Bonds maturing September 1, 2038 shall be subject to mandatory sinking
fund redemption in part, by lot, commencing on September 1, 2034, from mandatory sinking
fund payments, at a redemption price equal to the principal amount thereof to be redeemed,
together with accrued interest to the date fixed for redemption, without premium, in the
aggregate respective principal amounts and on the dates set forth below; provided, however,
that if some but not all of such Bonds have been redeemed pursuant to optional redemption the
total amount of all future sinking fund payments shall be reduced by the aggregate principal
amount of such Bonds so redeemed, to be allocated among such sinking fund payments on a
pro rata basis as determined by the Agency:

2038 Term Bonds

Payment Dates

(September 1) Amount
2034 $1,565,000
2035 1,645,000
2036 1,725,000
2037 1,810,000
2038 (Maturity) 1,900,000

Purchase in Lieu of Redemption. The Agency may at any time buy Bonds at
public or private sale at a price which, inclusive of brokerage fees, will not exceed the par
amount of the Bonds so purchased, plus any applicable premium and any Bonds so purchased
shall be tendered to the Trustee for cancellation. Term Bonds so purchased may be credited
against sinking fund payments.

Notice of Redemption; Rescission. Notice of redemption shall be given by the
Trustee not less than thirty (30) nor more than sixty (60) days prior to the redemption date by
first class mail to each of the Owners designated for redemption at their addresses appearing
on the Bond registration books of the Trustee on the date such Bonds are selected for
redemption. Each notice of redemption shall (a) state the redemption date; (b) state the
redemption price; (c) state the place or places of redemption; (d) state the CUSIP numbers of
the Bonds to be redeemed, the individual number of each Bond to be redeemed or that all
Bonds between two stated numbers (both inclusive) or that all of the Bonds are to be redeemed
and, in the case of Bonds to be redeemed in part only, the respective portions of the principal
amount thereof to be redeemed; (e) state that on the redemption date there will become due
and payable on each Bond the redemption price thereof and that from and after such
redemption date interest thereon shall cease to accrue; and (f) require that such Bonds be then
surrendered, with a written instrument of transfer duly executed by the Owner thereof or by his
attorney duly authorized in writing if payment is to be made to a person other than the Owner.

The Agency shall have the right to rescind any optional redemption by written
notice to the Trustee on or prior to the date fixed for redemption. Any such notice of optional
redemption shall be canceled and annulled if for any reason funds will not be or are not
available on the date fixed for prepayment for the payment in full of the Bonds then called for
redemption, and such cancellation shall not constitute an Event of Default under the Indenture.
The Agency and the Trustee shall have no liability to the Owners or any other party related to or
arising from such rescission of redemption. The Trustee shall mail notice of such rescission of
redemption in the same manner as the original notice of redemption was sent.



When notice of redemption has been given and when the amount necessary for
the redemption of the Bonds called for redemption is set aside for that purpose in the
Redemption Fund, and when interest accrued and to accrue to the redemption date has been
set aside for that purpose in the Interest Account, the Bonds designated for redemption shall
become due and payable on the redemption date thereof at the place specified in the notice of
redemption. Such Bonds shall be redeemed and paid at said redemption price out of the
Redemption Fund and no interest will accrue on such Bonds called for redemption from and
after the redemption date specified in such notice. The Owners of said Bonds so called for
redemption after such redemption date shall look for the payment of such Bonds and the
premium thereon, if any, only to the Redemption Fund.

Book-Entry System

DTC will act as securities depository for the Bonds. The Bonds will be issued as
fully-registered bonds registered in the name of Cede & Co. (DTC’s partnership nominee). One
fully-registered Bond will be issued for each maturity of the Bonds, each in the aggregate
principal amount of such maturity, and will be deposited with DTC. See “APPENDIX G - BOOK
ENTRY PROVISIONS” herein.

The Agency and the Trustee cannot and do not give any assurances that DTC,
DTC Participants or others will distribute payments of principal, interest or premium with respect
to the Bonds paid to DTC or its nominee as the registered owner, or will distribute any
redemption 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 Agency 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 Bonds or an error or
delay relating thereto.

Parity Debt

The Agency has covenanted not to issue any obligations on parity with the Series
2003 Bonds, or any other obligation with a lien on Tax Revenues senior to the lien of the Bonds.
In addition to the Bonds, the Agency is authorized by the Indenture to issue or incur Parity
Bonds in such principal amount as shall be determined by the Agency subject to the following
specific conditions precedent:

(a) A Certificate of the Agency is delivered to the Trustee to the effect
that on and after the delivery of the Parity Bonds, the Agency shall be in compliance with
all covenants set forth in the Indenture.

(b) Receipt of a certificate or opinion of an Independent Fiscal
Consultant showing:

(i) For the current and each future Bond Year the Annual
Debt Service for each such Bond Year with respect to all Bonds and Parity Bonds
reasonably expected to be outstanding following the issuance of the Parity Bonds; and

(i) The Tax Revenues to be received by the Agency in each
Fiscal Year during the term of the Parity Bonds, assuming no growth in assessed value,
but taking into account all Plan Limitations and other factors which would cause a
reduction in Tax Revenues in any future Fiscal Year, plus at the option of the Agency,



the Additional Revenues in the Fiscal Year in which such Parity Bonds shall be issued;
and

(iii) That the Tax Revenues referred to in (ii) above are at least
equal to 1.25 times Annual Debt Service for each Bond Year on all Bonds and Parity
Bonds to be outstanding following the issuance of the Parity Bonds (excluding debt
service with respect to any portion of the Parity Bonds deposited in an escrowed
proceeds account as described below);

(iv) That, so long as the Series 2003 Bonds are outstanding,
the sum of (x) Tax Revenues (including for purposes of this calculation amounts
available to pay debt service on the Series 2003 Bonds), and (y) scheduled debt service
payable on the Series 2003 Bonds, shall be at least equal to (z) 1.25 times Annual Debt
Service on the Series 2003 Bonds, the Bonds, any outstanding Parity Bonds, Parity
Bonds to be outstanding following the issuance of Parity Bonds (excluding debt service
with respect to any portion of the Parity Bonds deposited in an escrowed proceeds
account as described below), for each Bond Year; and

(v) That the Tax Revenues referred to in (iv) above, based on
80% of the assessed value for the current Fiscal Year, shall be at least equal to 1.00
times Annual Debt Service on the Series 2003 Bonds, the Bonds, any outstanding Parity
Bonds, Parity Bonds to be outstanding following the issuance of Parity Bonds (excluding
debt service with respect to any portion of the Parity Bonds deposited in an escrowed
proceeds account as described below), for each Bond Year.

(c) In the event that such Parity Bonds shall bear interest at a variable
rate (which shall only be permitted with the prior approval of the Insurer), for the
purposes of meeting the requirements of the preceding clause (b), such Parity Bonds
shall be assumed to bear interest at a fixed rate equal to the maximum rate permitted to
be borne by such Parity Bonds under the Parity Bond Indenture providing for the
issuance thereof, or the fixed rate to be paid by the Agency with respect to such variable
rate Parity Bonds to the extent the Agency has entered into an interest rate hedge.

(d) The Parity Bond Indenture authorizing the issuance of Parity
Bonds shall provide that (i) interest on such Parity Bonds shall be payable on March 1
and September 1 in each year of the term of such Parity Bonds, and (ii) the principal of
such Parity Bonds shall be payable on September 1 in any year, as determined by the
Agency, in which principal is payable.

(e) On the date of delivery of the Parity Bonds to the original
purchaser thereof, there shall be deposited in a reserve account (including the Reserve
Account if the Parity Bonds are issued pursuant to a supplement to the Indenture)
money (or a reserve fund letter of credit, bank insurance policy or other comparable
credit facility provided) in an amount necessary to increase the amount in such reserve
account to the Reserve Requirement for such Parity Bonds, calculated on the same
basis as the Reserve Requirement for the Bonds.

() A Certificate of the Agency is delivered to the Trustee to the effect
that the issuance of such Parity Bonds shall not cause the Agency to exceed any
applicable Plan Limitations.



(9) The Agency shall deliver to the Trustee a Certificate of the Agency
(which may be based in part on an opinion of Bond Counsel), that the conditions
precedent to the issuance of such Parity Bonds set forth in the foregoing paragraphs (a)
through (f) above have been satisfied.

Notwithstanding anything in the Indenture to the contrary, the Agency may issue
Parity Bonds for the purpose of refunding in whole or in part one or more series of Outstanding
Bonds or Parity Bonds without complying with subparagraph (b) above if Annual Debt Service
for such Bonds or Parity Bonds is reduced as a result of such refunding in each year.

For the purposes of the issuance of Parity Bonds, Outstanding Bonds or Parity
Bonds shall not include any Bonds or Parity Bonds the proceeds of which are deposited in an
escrow fund held by an escrow agent, provided that the Parity Bond Indenture authorizing
issuance of such Parity Bonds shall provide that: (A) such proceeds shall be deposited or
invested with or secured by an institution rated “AA” by S&P or “Aa” by Moody’s at a rate of
interest which, together with amounts made available by the Agency from bond proceeds or
otherwise, is at least sufficient to pay Annual Debt Service on the foregoing Bonds or Parity
Bonds; (B) moneys may be transferred from said escrow fund only if the Parity Bonds test set
forth in paragraph (b)(iv) above is met with respect to the amounts to be transferred from the
escrow fund; and (C) Parity Bonds shall be redeemed from moneys remaining on deposit in said
escrow fund at the expiration of a specified escrow period in such manner as may be
determined by the Agency.

Subordinate Debt. In addition to the Bonds and any Parity Bonds, from time to
time the Agency may issue or incur Subordinate Debt in such principal amount as shall be
determined by the Agency, provided that prior to the issuance or incurrence of such Subordinate
Debt, a Certificate of the Agency is delivered to the Trustee to the effect that the issuance of
such Subordinate Debt shall not cause the Agency to exceed any applicable Plan Limitation.

ESTIMATED SOURCES AND USES OF FUNDS

The sources and uses of funds are estimated as follows:

Sources of Funds:

Principal Amount of Bonds $25,095,000.00
Net Original Issue Discount _(469,185.80)
TOTAL SOURCES $24,625,814.20
Uses of Funds:
Transfer to Project Fund $20,242,391.89
Deposit to Interest Account 1,574,198.67
Deposit to Reserve Account? 1,999,750.00
Deposit to Costs of Issuance Fund® 809.473.64
TOTAL USES $24,625,814.20

(1) Capitalized interest from the Closing Date until September 1, 2009.

(2) Amount of initial Reserve Requirement.

(3) Includes Underwriter's discount, fees and expenses of Bond Counsel, Disclosure Counsel
and the financial advisor, premium for the Insurance Policy and other costs of issuing the
Bonds.



The following table sets forth the amount of debt service with respect to the

DEBT SERVICE SCHEDULE

Bonds for each twelve-month Bond Year of the Agency ending on September 1:

Year Total Debt
(September 1) Principal Interest Service
2008 $ 0 $ 373,539 $ 373,539
2009 0 1,200,660 1,200,660
2010 0 1,200,660 1,200,660
2011 0 1,200,660 1,200,660
2012 310,000 1,200,660 1,510,660
2013 350,000 1,188,260 1,538,260
2014 385,000 1,174,260 1,559,260
2015 425,000 1,158,860 1,583,860
2016 465,000 1,141,860 1,606,860
2017 510,000 1,123,260 1,633,260
2018 555,000 1,102,860 1,657,860
2019 570,000 1,080,105 1,650,105
2020 585,000 1,055,880 1,640,880
2021 605,000 1,030,725 1,635,725
2022 625,000 1,004,105 1,629,105
2023 650,000 975,980 1,625,980
2024 670,000 945,918 1,615,918
2025 700,000 914,428 1,614,428
2026 725,000 881,178 1,606,178
2027 755,000 846,740 1,601,740
2028 790,000 810,500 1,600,500
2029 1,225,000 771,000 1,996,000
2030 1,290,000 709,750 1,999,750
2031 1,350,000 645,250 1,995,250
2032 1,420,000 577,750 1,997,750
2033 1,490,000 506,750 1,996,750
2034 1,565,000 432,250 1,997,250
2035 1,645,000 354,000 1,999,000
2036 1,725,000 271,750 1,996,750
2037 1,810,000 185,500 1,995,500
2038 1,900,000 95,000 1,995,000
TOTALS $25,095,000 $26,160,096 $51,255,096

SECURITY FOR THE BONDS

General

The Bonds are secured by an irrevocable pledge of the Tax Revenues (as
defined in “Tax Revenues” below), and all funds and accounts pledged under the Indenture.
The Tax Revenues shall be applied, on a parity basis, to the payment of the principal of,
premium, if any, and interest on the Bonds and any Parity Bonds issued pursuant to the
Indenture, and to maintain the Reserve Account in an amount equal to the Reserve
Requirement. The lien of the Bonds on Tax Revenues is subordinate to the lien of the Series
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2003 Bonds, currently outstanding in the principal amount of $7,810,000. See “THE BONDS -
Parity Debt” herein for a description of the conditions upon which the Agency may issue
additional obligations with a lien on a parity with the Bonds with respect to the Tax Revenues.
Assessed valuation of taxable property in the Project Area for Fiscal Year 2007/08 is
approximately $502,813,688, which is $400,246,557 greater than the adjusted “base year” of
the Project Area. Approximately $466,962,732 (92.9%) of the Fiscal Year 2007/08 assessed
value is attributable to the Original Area, and $35,850,956 (7.1%) is attributable to the Added
Area. See “THE PROJECT AREA” herein.

See APPENDIX A hereto for a summary of the terms of the Indenture.
Limited Obligations

The Bonds are not a debt of the City of Oakley (the “City”), the State or any of its
political subdivisions, and neither the City, the State nor any of its political subdivisions, other
than the Agency, is liable therefor. The principal of, premium, if any, and interest on the Bonds
are payable solely from the Tax Revenues. The Agency’s obligations under the Indenture are a
limited obligation payable solely from the Tax Revenues allocated to the Agency and from other
amounts pledged under the Indenture. The Bonds do not constitute an indebtedness within the
meaning of any constitutional or statutory debt limit or restriction.

Tax Allocation Financing

The Law and the California Constitution provide a method for financing
redevelopment projects based upon an allocation of taxes collected within a project area. First,
the assessed valuation of the taxable property in a project area last equalized prior to adoption
of the redevelopment plan is established and becomes the base roll. Thereafter, except for any
period during which the assessed valuation drops below the base year level, the taxing
agencies on behalf of which taxes are levied on property within such project area will receive
the taxes produced by the levy of the then current tax rate upon the base roll. Except as
discussed in the following section, taxes collected upon any increase in the assessed valuation
of the taxable property in a project area over the levy upon the base roll may be pledged by a
redevelopment agency to the repayment of any indebtedness incurred in financing the
redevelopment project. Redevelopment agencies themselves have no authority to levy taxes on
property and must look specifically to the allocation of taxes produced as described above.

Tax Revenues

Under California law, the rate of ad valorem property taxes which may be levied
with respect to property within a Project Area is generally limited to 1% of the “full cash”
assessed value. In this Official Statement such taxes are referred to as the “general levy” and
are allocated to the State, the County of Contra Costa (the “County”), the City and all other
taxing entities having jurisdiction over all or a portion of the Project Area. The assessed values
of property within the Project Area, as last equalized prior to adoption of the Redevelopment
Plan as to the Original Area or, as to the Added Area, prior to adoption of the Redevelopment
Plan amendment which added that area to the Project Area, become the “base year” assessed
values. Therefore, the base year with respect to the Project Area (the “Base Year”) is different
for the Original Area (Fiscal Year 1989/90), and the Added Area (Fiscal Year 2001/02) to reflect
the original adoption of the Redevelopment Plan, along with the amendment to the
Redevelopment Plan which added additional territory.

10



As provided in the Redevelopment Plan, and pursuant to the Law and Section 16
of Article XVI of the Constitution of the State of California, taxes levied upon taxable property in
the Project Area each year by or for the benefit of the State of California and any city, county,
city and county, district or other public corporation (herein collectively referred to as “Taxing
Agencies”) for fiscal years beginning after the effective date of the Redevelopment Plan, are
divided as follows:

1. To Taxing Agencies: That portion of the taxes which would be produced
by the tax rate levied each year by or for each of said Taxing Agencies on the total assessed
value of the taxable property in the Project Area, as shown upon the assessment roll last
equalized prior to the ordinance approving the Redevelopment Plan or amendments (the “Base
Year Amount”), shall be allocated to, and when collected, shall be paid into the funds of the
respective Taxing Agencies as taxes by or for said Taxing Agencies; and

2. To the Agency: Except for taxes attributable to a tax rate levied by a
Taxing Agency for the purpose of repaying bonded indebtedness approved by its voters after
January 1, 1989, which shall be allocated to and when collected shall be paid to the respective
Taxing Agency, the portion of said levied taxes each year in excess of such Base Year Amount
shall be allocated to, and when collected shall be paid to, a special fund of the Agency to pay
principal of and interest on loans, moneys advanced to, or indebtedness incurred by the Agency
to finance or refinance improvements within the Project Area. Such portion, subject to such
exclusions and deductions as are set forth in proceedings for the adoption of the
Redevelopment Plan, is generally herein referred to as “Incremental Tax Revenues.”

The Agency has no power to levy and collect taxes, and any provision of law
limiting property taxes or allocating additional sources of income to Taxing Agencies and having
the effect of reducing the property tax rate must necessarily reduce the amount of Tax
Revenues that would otherwise be available to pay debt service on the Bonds. Likewise,
broadened property tax exemptions could have a similar effect (see “RISK FACTORS AND
LIMITATIONS ON TAX REVENUES” below). Additionally, Tax Revenues will be reduced each
year by a collection fee charged by the County. See “RISK FACTORS AND LIMITATIONS ON
TAX REVENUES -- Property Tax Administrative Costs” herein.

Conversely, any increase in assessed valuation or the present tax rate (other
than by reason of certain voter approved bonded indebtedness), or any reduction or elimination
of present property tax exemptions, would increase the Tax Revenues available to pay debt
service on the Bonds (see “RISK FACTORS AND LIMITATIONS ON TAX REVENUES” for
discussion of the Constitutional constraints of increasing tax rates and assessed valuation).

“Tax Revenues” are generally defined in the Indenture as amounts remaining
after payment of all amounts required to be paid pursuant to the Senior Lien Indenture from all
taxes annually allocated to the Agency with respect to the Project Area following the Closing
Date within the Plan Limitations pursuant to Article 6 of Chapter 6 (commencing with Section
33670) of the Law and Section 16 of Article XVI of the Constitution of the State and as provided
in the Redevelopment Plan payable to or retained by the Agency, including (a) all payments,
subventions and reimbursements (if any) to the Agency specifically attributable to ad valorem
taxes lost by reason of tax exemptions and tax rate limitations, and (b) all amounts of such
taxes required to be deposited into the Low and Moderate Income Housing Fund in any Fiscal
Year pursuant to Section 33334.3 of the Law, but only to the extent such amounts are
specifically pledged to the payment of principal, interest and premium (if any) with respect to the
Bonds and any Parity Bonds, but excluding (i) all amounts of such taxes required to be
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deposited in the Low and Moderate Income Housing Fund (and not includable as set forth in (b)
above), (ii) all amounts of such taxes which are payable to entities other than the Agency
pursuant to the Tax Sharing Agreements to the extent such Tax Sharing Agreements create a
prior lien on such taxes and such entities other than the Agency have not subordinated their
right to receive payments, and (iii) amounts, if any, payable by the State to the Agency under
and pursuant to the provisions of Chapter 1.5 of Part 1 of Division 4 of Title 2 (commencing with
Section 16110) of the Government Code of the State, with the resulting amount reduced by all
amounts of such taxes which are payable to entities other than the Agency pursuant to the Tax
Sharing Statutes to the extent such Tax Sharing Statutes create a prior lien on such taxes and
such entities other than the Agency have not subordinated their right to receive payments.

As described below under “THE REDEVELOPMENT PLAN -- Alleviation of
Financial Burden of Taxing Entities,” the Agency may pay a portion of the Incremental Tax
Revenues to other Taxing Agencies. See also “Tax Sharing Agreements” below for a
description of existing agreements with a lien on Incremental Tax Revenues subordinate to the
lien of the Bonds.

See “THE PROJECT AREA” herein for a discussion of the various limitations on
the total aggregate amount of Incremental Tax Revenues which may be derived from the
Project Area. Incremental Tax Revenues will not include any special taxes levied by or on
behalf of any Taxing Agency having jurisdiction over all or a portion of the Project Area. See
“THE REDEVELOPMENT PLAN — Financial Limitations” herein. Pursuant to the Tax Sharing
Agreements (defined below), a portion of Incremental Tax Revenue derived from the Project
Area is paid to certain Taxing Agencies (see “The Tax Sharing Agreements” below).

The Agency has retained HdL Coren & Cone (the “Fiscal Consultant”) to prepare
a Fiscal Consultant Report for the Project Area, a copy of which is attached hereto as
APPENDIX E. (See “THE PROJECT AREA - Projected Tax Revenues” and “RISK FACTORS
AND LIMITATIONS ON TAX REVENUES - Estimated Revenues” herein).

The Tax Sharing Agreements

Pursuant to certain agreements between the Agency and certain Taxing
Agencies (the “Tax Sharing Agreements”), the Agency has agreed that a portion of Incremental
Tax Revenues derived by the Agency from the Project Area shall annually be distributed to the
such Taxing Agencies, to alleviate the fiscal impact of the Project Area. The Agency’s
obligation to make payments to the Mosquito District, the Fire Protection District, the Antioch
Unified School District, the Oakley Union School District and the Liberty High School District
under the respective agreements are subordinate to its obligation to make payments of
principal, interest or other amounts on or in connection with the issuance of the Bonds. The Tax
Sharing Agreements generally provides the following:

East Contra Costa Fire Protection District. Pursuant to an agreement by and
between the Agency, as successor to the Contra Costa County Redevelopment Agency, and
the East Contra Costa Fire Protection District, as successor to the Oakley Fire Protection
District dated as of December 21, 1989, the Agency has agreed to pay one hundred percent of
the portion of tax increment that would have been paid to the East Contra Costa Fire Protection
District if the Project Area had not been established without regard to the division and allocation
of tax increment revenue pursuant to Health and Safety Code Section 33670.
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Contra Costa Mosquito Abatement District. Pursuant to an agreement by and
between the Agency, as successor to the Contra Costa County Redevelopment Agency, and
the Contra Costa Mosquito Abatement District dated as of December 21, 1989, the Agency
agreed to pay a percentage of the Mosquito District's Share (such Share being the portion of tax
increment that would have been paid to the Mosquito District if the Project Area had not been
established without regard to the division and allocation of tax increment revenue pursuant to
Health and Safety Code Section 33670). The percentage is calculated based on the amount of
assistance funds the Agency provides to the Mosquito District. The percentage ranges from
100% (if the Agency contributes less than $10,001) to 0% (if the Agency contributes more than
$90,000). The Agency’s obligation under this agreement commenced in December 1994 and
ends on December 21, 2029. The Agency’s obligation to make payments to the Mosquito
District under this agreement are subordinate to its obligation to make payments of principal,
interest or other amounts on or in connection with the issuance of the Bonds, or other
indebtedness of the Agency.

Antioch Unified School District, Oakley Union School District and Liberty
High School District. Pursuant to an agreement between the Agency, as successor to the
Contra Costa County Redevelopment Agency, and the Antioch Unified School District dated as
of March 28, 1990, an agreement between the Agency, as successor to the Contra Costa
County Redevelopment Agency, and the Oakley Union School District dated as of February 14,
1990, and an agreement by and between the Agency, as successor to the Contra Costa County
Redevelopment Agency, and the Liberty High School District dated as of February 14, 1990, the
Agency agreed to pay to each of the School Districts (i) their full shares of general levy tax
increment revenue attributable to inflationary growth of base year real property values in the
Original Area, and (ii) 25% of their share of the general levy tax increment revenues in the
Original Area net of the district’s inflationary share, continuing until the expiration of the
Redevelopment Plan (which occurs on December 21, 2029). The School Districts agree to limit
the use such tax increment pass-throughs for certain projects of benefit to the School Districts,
as set forth in the Agreements. '

Contra Costa County Office of Education. Pursuant to an agreement by and
between the Agency, as successor to the Contra Costa County Redevelopment Agency, and
the Contra Costa County Office of Education dated as of December 21, 1989, the Agency
agreed to pay a percentage of the portion of tax increment that would have been paid to the
Contra Costa County Office of Education without regard to the division and allocation of tax
increment revenue pursuant to Health and Safety Code Section 33670. Such percentage is
either 50% (beginning five years after adoption of the Redevelopment Plan or the construction
of 50,000 square feet of development), or 100% (beginning ten years after adoption of the
Redevelopment Plan, which was December 27, 1999).

County of Contra Costa. The Agency, the Contra Costa County
Redevelopment Agency, the County and the City executed the Jurisdictional Transfer
Agreement, dated as of December 1, 2000, which, although technically not a tax sharing
agreement, is treated as such for purposes of the Indenture. Pursuant to this agreement the
Agency must pay the County general fund, the County’s Water Conservation and Flood Control
District, the County Water Agency, the County Fire Protection District and the County Library
District/Fund certain portions of its tax increment revenue on each January 31, through January
31, 2011. The amount paid in Fiscal Year 2007/08 was $225,000, and the remaining amounts
payable range from $275,000 to $300,000.
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Section 33676 Allocations

Section 33676 of the Law allows taxing entities to receive additional property
taxes in a redevelopment project area above the base year revenue amount. Such payments
are based on annual increases in the real property portion of the base year value up to the
inflation limit of 2%. Currently, there are 8 taxing entities receiving allocations of property taxes
under Section 33676 in the Project Area (including the City). The projection of Incremental Tax
Revenues set forth in this Official Statement assumes that the payments will continue to be
made to these taxing entities and that the payments will be made on a basis senior to payment
of debt service on the Bonds.

Statutory Tax Sharing Payments

Tax Revenues are reduced by certain statutory tax sharing payments pursuant to
the Law. Any amendment that increases the amount of tax increment to be received in a project
area or extends any of the time limits triggers payments to taxing entities with whom the Agency
does not have a tax sharing agreement. These payments, which are to begin the fiscal year
following the year that the project area’s original plan limitations would have taken effect, are
calculated using the increase in revenue less the amount of revenue generated by the project
area in the year that the former limit would have been reached.

On December 8, 2003, the City adopted Ordinance No. 16-03, eliminating the
time limitation for the Original Area to incur new debt and increasing the amount of tax
increment available to repay indebtedness. Therefore, commencing with the first year following
the expiration of the prior time limit to incur debt (Fiscal Year 2010/11) and using the Fiscal Year
2009/10 valuations as an adjusted base year value, the Agency is required to pay to the
affected taxing entities the statutory pass-through payments. These tax sharing payments
continue for the life of the Original Area. In addition, the Redevelopment Plan was amended to
add the Added Area after January 1, 1994, which means the Added Area is subject to statutory
pass-through payments to all taxing entities within the Added Area pursuant to the Law. The
statutory pass through requirements provide for specific formulas for payments to be made by
the Agency to affected taxing entities (see APPENDIX E hereto for a projection of such
payments). The Agency commenced statutory pass-through payments in Fiscal Year 2004/05
with respect to the Added Area.

The statute permits these amounts to be subordinated to the payment of debt
service on obligations issued by the Agency for the affected project areas under certain
conditions. The Agency has requested and received such subordination with respect to the
Bonds.

Deposit of Tax Revenues in Special Fund

The Indenture establishes a special fund to be known as the “Special Fund” to be
held by the Agency. The Agency shall, immediately upon receipt of Tax Revenues, deposit Tax
Revenues in the Special Fund, until such time during such Bond Year as the amounts on
deposit in the Special Fund equal the aggregate amounts required to be transferred to the
Trustee for deposit into the Interest Account, the Principal Account, the Sinking Account and the
Redemption Account in such Bond Year, and for deposit in such Bond Year into the funds and
accounts established with respect to Parity Bonds.
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All Tax Revenues received by the Agency during any Bond Year in excess of the
amount required to be deposited in the Special Fund during such Bond Year as described in the
preceding paragraph may be applied by the Agency for any lawful purposes of the Agency.
Prior to the payment in full of the principal of and interest and redemption premium (if any) on
the Bonds, and the payment in full of all other amounts payable hereunder, the Agency shall not
have any beneficial right or interest in the moneys on deposit in the Special Fund, except as
may otherwise be provided in the Indenture.

Reserve Account

Upon the issuance of the Bonds, the amount deposited in the Reserve Account
will constitute the initial Reserve Requirement without the need to deposit any proceeds of the
Bonds. “Reserve Requirement” is defined in the Indenture to mean, as of the Closing Date, an
amount equal to the lesser of (i) 10% of the initial outstanding principal amount of the Bonds; (ii)
Maximum Annual Debt Service on the Outstanding Bonds; or (iii) 125% of Average Annual Debt
Service on the Bonds, and thereafter means an amount equal to the lesser of the initial Reserve
Requirement or Maximum Annual Debt Service on the Outstanding Bonds.

No deposit need be made in the Reserve Account so long as there shall be on
deposit therein a sum equal to the Reserve Requirement. All money in the Reserve Account
shall be used and withdrawn by the Trustee solely for the purpose of paying principal of or
interest on the Bonds, in the event of any deficiency at any time to make such payments, or for
the retirement of all the Bonds then Outstanding, except that so long as the Agency is not in
default under the Indenture, any amount in the Reserve Account in excess of the Reserve
Requirement may be transferred to the Interest Account.

The Reserve Requirement may be satisfied by crediting to the Reserve Account
moneys, a letter of credit, a bond insurance policy, any other comparable credit facility or any
combination thereof, for which the Agency has received confirmation from any rating agency
than rating the Bonds that replacement will not adversely affect the rating on the Bonds and
which in the aggregate make funds available in the Reserve Account in an amount equal to the
Reserve Requirement; provided, however, the provider of any such letter of credit, bond
insurance policy or other comparable credit facility, must be rated in one of the two highest
rating categories by Standard & Poor’s at the time of delivery of such letter of credit, bond
insurance policy or other comparable credit facility. Upon the deposit with the Trustee of such
letter of credit, bond insurance policy or other comparable credit facility, the Trustee shall
transfer moneys then on hand in the Reserve Account to the Agency to be applied for lawful
redevelopment purposes. In the event of a downgrade revision in the rating of such letter of
credit, bond insurance policy or other comparable credit facility provided after the Closing Date,
the Agency shall promptly transfer all available surplus described in (d) below to the Reserve
Account until the earlier of (i) the time when the amount in the Reserve Account equals the
Reserve Requirement in which case the Agency shall thereafter terminate the facility, or (ii) the
time when the Agency secures a substitute letter of credit, bond insurance policy or other credit
facility meeting the requirements of the Indenture for the Bonds.

Low and Moderate Income Housing Requirements

Chapter 1337, Statutes of 1976, added Sections 33334.2 and 33334.3 to the
Law, requiring redevelopment agencies to set aside in a Low and Moderate Income Housing
Fund not less than 20% of all tax increment for the purposes of improving the community’s
supply of low and moderate income housing. This low and moderate income housing
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requirement can be reduced or eliminated if the redevelopment agency finds that (i) no need
exists in the community to improve or increase the supply of low and moderate income housing;
or (ii) some stated percentage less than 20% of the tax increment is sufficient to meet the
housing need.

Pursuant to the Law, housing set-aside funds may be pledged only to the
repayment of bonds to the extent proceeds of such bonds are expended on qualifying housing
purposes. Since the Agency is not using a portion of the proceeds of the Bonds to satisfy the
set-aside requirements, Tax Revenues pledged to payment of the Bonds exclude amounts
related to the 20% set-aside; however, Tax Revenues may include housing set-aside funds to
the extent pledged in connection with the issuance of Parity Bonds.

Bond Insurance

Payment of the principal of and interest on the Bonds when due will be insured
by the Insurance Policy to be issued by the Insurer simultaneously with the delivery of the
Bonds. See “BOND INSURANCE” herein.

BOND INSURANCE

The following information concerning the Insurer and the Insurance Policy has
been furnished by the Insurer for use in this Official Statement, and has not been independently
certified or verified by the Agency. No representation is made by the Agency 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 H for a specimen of the Insurer’s policy.

Payment Pursuant to Financial Guaranty Insurance Policy

Ambac Assurance Corporation (the “Insurer’) has made a commitment to issue a
financial guaranty insurance policy (the “Financial Guaranty Insurance Policy”) relating to the
Bonds, effective as of the date of issuance of the Bonds. Under the terms of the Financial
Guaranty Insurance Policy, the Insurer will pay to The Bank of New York, in New York, New
York, or any successor thereto (the “Insurance Trustee”), that portion of the principal of and
interest on the Bonds that shall become Due for Payment but shall be unpaid by reason of
Nonpayment by the Obligor (as such terms are defined in the Financial Guaranty Insurance
Policy). The Insurer will make such payments to the Insurance Trustee on the later of the date
on which such principal and/or interest becomes Due for Payment or within one business day
following the date on which the Insurer shall have received notice of Nonpayment from the
Trustee. The insurance will extend for the term of the Bonds and, once issued, cannot be
canceled by the Insurer.

The Financial Guaranty Insurance Policy will insure payment only on stated
maturity dates and on mandatory sinking fund installment dates, in the case of principal, and on
stated dates for payment, in the case of interest. If the Bonds become subject to mandatory
redemption and insufficient funds are available for redemption of all outstanding Bonds, the
Insurer will remain obligated to pay the principal of and interest on outstanding Bonds on the
originally scheduled interest and principal payment dates, including mandatory sinking fund
redemption dates. In the event of any acceleration of the principal of the Bonds, the insured
payments will be made at such times and in such amounts as would have been made had there
not been an acceleration, except to the extent that the Insurer elects, in its sole discretion, to
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pay all or a portion of the accelerated principal and interest accrued thereon to the date of
acceleration (to the extent unpaid by the Obligor). Upon payment of all such accelerated
principal and interest accrued to the acceleration date, the Insurer's obligations under the
Financial Guaranty Insurance Policy shall be fully discharged.

In the event the Trustee has notice that any payment of principal of or interest on
a Bond that has become Due for Payment and that is made to a holder by or on behalf of the
Obligor has been deemed a preferential transfer and theretofore recovered from its registered
owner pursuant to the United States Bankruptcy Code in accordance with a final, non-
appealable order of a court of competent jurisdiction, such registered owner will be entitled to
payment from the Insurer to the extent of such recovery if sufficient funds are not otherwise
available.

The Financial Guaranty Insurance Policy does not insure any risk other than
Nonpayment (as set forth in the Financial Guaranty Insurance Policy). Specifically, the
Financial Guaranty Insurance Policy does not cover:

1. 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;

2. payment of any redemption, prepayment or acceleration premium;
and

3. nonpayment of principal or interest caused by the insolvency or
negligence of the Trustee.

If it becomes necessary to call upon the Financial Guaranty Insurance Policy,
payment of principal requires surrender of the Bonds to the Insurance Trustee together with an
appropriate instrument of assignment so as to permit ownership of such Bonds to be registered
in the name of the Insurer to the extent of the payment under the Financial Guaranty Insurance
Policy. Payment of interest pursuant to the Financial Guaranty Insurance Policy requires proof
of holder entitiement to interest payments and an appropriate assignment of the holder’s right to
payment to the Insurer.

Upon payment of the insurance benefits, the Insurer will become the owner of the
Bond, appurtenant coupon, if any, or right to payment of the principal of or interest on such
Bond and will be fully subrogated to the surrendering holder’s rights to payment.

In the event that the Insurer were to become insolvent, any claims arising under
the Financial Guaranty Insurance Policy would be excluded from coverage by the California
Insurance Guaranty Association, established pursuant to the laws of the State of California.

The Insurer

The Insurer is a Wisconsin-domiciled stock insurance corporation regulated by
the Office of the Commissioner of Insurance of the State of Wisconsin, and is licensed to do
business in 50 states, the District of Columbia, the Territory of Guam, the Commonwealth of
Puerto Rico and the U.S. Virgin Islands, with admitted assets of approximately $10,792,000,000
(unaudited) and statutory capital of approximately $6,409,000,000 (unaudited) as of December
31, 2007. Statutory capital consists of the Insurer's policyholders’ surplus and statutory
contingency reserve. The Insurer has been assigned the following financial strength ratings by
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the following rating agencies: Aaa, with negative outlook, by Moody’s Investors Service, Inc.;
AAA, with negative outlook, by Standard and Poor's Ratings Services, a division of The
McGraw-Hill Companies, Inc.; and AA, with negative outlook, by Fitch Ratings.

The Insurer has obtained a ruling from the Internal Revenue Service to the effect
that the insuring of an obligation by the Insurer will not affect the treatment for federal income
tax purposes of interest on such obligation and that insurance proceeds representing maturing
interest paid by the Insurer under policy provisions substantially identical to those contained in
the Financial Guaranty Insurance Policy shall be treated for federal income tax purposes in the
same manner as if such payments were made by the Obligor.

The Insurer makes no representation regarding the Bonds or the advisability of
investing in the Bonds and makes no representation regarding, nor has it participated in the
preparation of, this Official Statement other than the information supplied by the Insurer and
presented under the heading BOND INSURANCE".

Available Information

The parent company of the Insurer, Ambac Financial Group, Inc. (the
“Company”), is subject to the informational requirements of the Securities Exchange Act of
1934, as amended, and in accordance therewith files reports, proxy statements and other
information with the Securities and Exchange Commission (the “SEC”). These reports, proxy
statements and other information can be read and copied at the SEC’s public reference room at
100 F Street, N.E., Room 1580, Washington, D.C. 20549. Please call the SEC at 1-800-SEC-
0330 for further information on the public reference room. The SEC maintains an internet site at
http://www.sec.gov that contains reports, proxy and information statements and other
information regarding companies that file electronically with the SEC, including the Company.
These reports, proxy statements and other information can also be read at the Insurer’s internet
website at www.ambac.com and at the offices of the New York Stock Exchange, Inc., 20
Broad Street, New York, New York 10005.

Copies of the Insurer’s financial statements prepared on the basis of accounting
practices prescribed or permitted by the State of Wisconsin Office of the Commissioner of
Insurance are available without charge from the Insurer. The address of the Insurer’s
administrative offices is One State Street Plaza, 19th Floor, New York, New York 10004, and its
telephone number is (212) 668-0340.

Incorporation of Certain Documents by Reference

The following documents filed by the Company with the SEC (File No. 1-10777)
are incorporated by reference in this Official Statement:

1. The Company’s Annual Report on Form 10-K for the fiscal year
ended December 31, 2007 and filed on February 29, 2008;

2. The Company’s Current Report on Form 8-K dated and filed on
March 7, 2008;

3. The Company’'s Current Reports on Form 8-K dated and filed on
March 12, 2008; and
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4. The Company’s Current Report on Form 8-K dated and filed on
April 23, 2008.

The Insurer’s consolidated financial statements and all other information relating
to the Insurer and subsidiaries included in the Company’s periodic reports filed with the SEC
subsequent to the date of this Official Statement and prior to the date of closing of the Bonds
shall, to the extent filed (rather than furnished pursuant to item 9 of Form 8-K), be deemed to be
incorporated by reference into this Official Statement and to be a part hereof from the respective
dates of filing of such reports.

Any statement contained in a document incorporated in this Official Statement by
reference shall be modified or superseded for the purposes of this Official Statement to the
extent that a statement contained in a subsequently filed document incorporated by reference
herein modifies or supersedes such statement. Any statement so modified or superseded shall
not be deemed, except as so modified or superseded, to constitute a part of this Official
Statement.

Copies of all information regarding the Insurer that is incorporated by reference in
this Official Statement are available for inspection in the same manner as described above in
“Available Information”.

All documents subsequently filed by the Company pursuant to the requirements
of the Exchange Act after the date of this Official Statement will be available for inspection in the
same manner as described above in “Available Information”.

RISK FACTORS AND LIMITATIONS ON TAX REVENUES

The following summaries do not purport to be a complete statement of all factors
which may be considered as risks in evaluating the credit quality of the Bonds, and the Official
Statement should be read in its entirety.

Tax Revenues

Tax Revenues allocated to the Agency are determined by the incremental
assessed value of taxable property in the Project Area, the current rate or rates at which
property in the Project Area is taxed, and the percentage of taxes collected in the Project Area.
Several types of events which are beyond the control of the Agency could occur and cause a
reduction in available Tax Revenues. A reduction of taxable values of property in the Project
Area or a reduction of the rate of increase in taxable values of property in the Project Area
caused by economic or other factors beyond the Agency’s control (such as a relocation out of
the Project Area by one or more major property owners, successful appeals by property owners
for a reduction in a property’s assessed value, a reduction in the rate of transfers of property,
construction activity or other events that permit reassessment of property at lower values, or the
destruction of property caused by natural or other disasters, including earthquakes) couid occur,
thereby causing a reduction in the Tax Revenues. This risk increases in proportion to the
percent of total assessed value attributable to any single assessee in the Project Area and in
relation to the concentration of property in the Project Area in terms of size or land use. The ten
largest property tax payers in the Project Area account for approximately 18.27% of incremental
assessed value in Fiscal Year 2007/08, which is a reduction from approximately 23.9% in Fiscal
Year 2003/04. (See “THE PROJECT AREA -- General’ hereunder.) Any reduction in Tax
Revenues, whether for any of the foregoing or following reasons or any other reason, could
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have an adverse effect on the Agency’s ability to meet its obligations under the Indenture, and
the Agency’s ability to pay principal of and interest on the Bonds.

Any reduction in the tax rate applicable to property in the Project Area, by reason
of discontinuance of certain override tax levies in excess of the 1% basic levy, will reduce the
Tax Revenues available to pay the debt service on the Bonds. Such override can be expected
to decline over time until it reaches the 1% basic levy and may be discontinued at any time,
which may cause a reduction in such Tax Revenues.

Estimated Revenues

The Fiscal Consultant has based its projections on certain assumptions with
regard to development in the Project Area and Tax Revenue growth. See APPENDIX E hereto
for a discussion of these assumptions. Additionally, no level of growth in the assessed value of
property in the Project Area can be assured. The Fiscal Consultant has reviewed the assessed
valuation of property in the Project Area and has estimated Tax Revenues available to pay debt
service on the Bonds in Fiscal Year 2007/08 to be approximately $2,272,267 (reflecting
deduction of non-housing debt service on the Series 2003 Bonds). This amount excludes the
20% housing set-aside (see “SECURITY FOR THE BONDS - Low and Moderate Income
Housing Requirements” herein), Section 33676 payments, projected appeal refunds and County
administrative costs.

In addition, the projections set forth below in “THE PROJECT AREA - Projected
Tax Revenues” assumes annual real property growth at 2%, plus transfers in ownership in
Fiscal Year 2008/09. There can be no assurance that growth will occur at such rates. Any
reduction in growth would have a significant impact on the Tax Revenues available to pay debt
service on the Bonds.

Any reduction in assessed value in the Project Area, reduction in tax rates or
reduction in taxes collected could reduce Tax Revenues available to pay debt service on the
Bonds. See “Property Tax Administrative Costs” herein. See also APPENDIX E hereto for a
summary of historical assessed valuation of property in the Project Area, current assessment
appeals and historical delinquencies. See “THE PROJECT AREA - Property Tax
Delinquencies; Teeter Plan” herein for a description of the Agency’s participation in the County’s
Teeter Plan.

Additionally, if, as a result of some cause in the future, the Agency is found to
have not met its annual funding requirements for the Low and Moderate Income Housing Fund,
Tax Revenues from the Project Area in later years could be reduced, thus adversely affecting
the Agency’s ability to make timely payments of debt service on the Bonds. See “SECURITY
FOR THE BONDS -- Low and Moderate Income Housing Requirements” herein.

Subordinate Status of Bonds

The Indenture requires that debt service on the Series 2003 Bonds, and
replenishment of the Reserve Account relating thereto, be paid prior to making provision for
payment of debt service on the Bonds (except for certain limited funds held under the Indenture
for the Bonds). Therefore, any shortfall in Tax Revenues may result in non-payment of debt
service on the Bonds, even though the Series 2003 Bonds are paid in full. See “SECURITY
FOR THE BONDS -- Tax Revenues” herein. The Agency has covenanted not to issue any
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obligations on parity with the Series 2003 Bonds, or any other obligation with a lien on Tax
Revenues senior to the lien of the Bonds.

Parity Debt

The Indenture permits the issuance by the Agency of certain indebtedness which
may have a lien upon the Tax Revenues which is on a parity basis to the lien of the Bonds, if
certain coverage tests are met (see “THE BONDS -- Parity Debt” herein). These coverage tests
involve, to some extent, projections of Tax Revenues. If such indebtedness is issued, claims
against Tax Revenues would be increased, and if Tax Revenues do not meet projected levels,
the debt service coverage for the Bonds could be diluted below the minimum amounts needed
to pay debt service on the Agency’s obligations. Moreover, there is no assurance that the
assumptions which form the basis of such projections, if any, will be actually realized
subsequent to the date of such projections. If such assumptions are not realized, the amount of
future Tax Revenues may be less than projected, and the actual amount of Pledged Revenues
may be insufficient to provide for the payment of the Bonds and such additional indebtedness.

Current Litigation

There is no controversy or litigation now pending against the Agency or the
Agency or, to the knowledge of its officers, threatened, restraining or enjoining the sale,
execution or delivery of the Bonds or the Indenture, or in any way contesting or affecting the
validity of the Bonds or the Indenture, the ability of the Agency to receive and pledge the Tax
Revenues as provided for in the Indenture.

Change in Law

In addition to the other limitations on Tax Revenues described below, the
California electorate or Legislature could adopt a constitutional or legislative property tax
decrease with the effect of reducing Tax Revenues payable to the Agency. There is no
assurance that the California electorate or Legislature will not at some future time approve
additional limitations that could reduce the Tax Revenues and adversely affect the security of
the Bonds.

Reduction in inflationary Rate

As described in greater detail below, Article XIIIA of the California Constitution
provides that the full cash value base of real property used in determining taxable value may be
adjusted from year to year to reflect the inflationary rate, not to exceed a two percent increase
for any given year, or may be reduced to reflect a reduction in the consumer price index or
comparable local data. Such measure is computed on a calendar year basis. See the material
below for a discussion of how this measure or other initiative measures adopted by the
California electorate could reduce Tax Revenues.

Levy and Collection
The Agency does not have any independent power to levy and collect property
taxes. Any reduction in the tax rate or the implementation of any constitutional or legislative

property tax decrease could reduce the Tax Revenues, and accordingly, could have an adverse
impact on the ability of the Agency to pay debt service on the Bonds. Likewise, delinquencies in
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the payment of property taxes could have an adverse effect on the Agency’s ability to pay debt
service on the Bonds. See “Property Tax Collection Procedures” below.

Natural Disasters; Seismic Hazards

Natural disasters, including floods and earthquakes, could damage
improvements and/or property in the Project Area, or impair the ability of landowners within the
Project Area to develop their properties or to pay property taxes.

There are several identified faults within close proximity to or within the
boundaries of the Project Area that could potentially result in damage to buildings, roads,
bridges, and property within the Project Area in the event of an earthquake. The Health and
Safety Element of the City’s General Plan states that the Brentwood Fault lies under the City
and that it is inferred active on the basis of scattered small magnitude earthquakes near the
trace of the fault. Other inferred active faults - the Davis and Antioch Faults -- lie west of the
City. More information about seismic hazards in the City, can be found in the Health and Safety
Element of the City’'s General Plan on the City’'s web site at http://www.ci.oakley.ca.us. A
majority of the property within the Project Area has been developed in conformity with the 1988
Uniform Building Code standards.

If an earthquake were to substantially damage or destroy taxable property within
the Project Area, the assessed valuation of such property would be reduced. Such a reduction
of assessed valuations could result in a reduction of the Tax Revenues that could impair the
ability of the Agency to make payments of debt service on the Bonds when due.

While certain portions of the Project Area are within mapped flood plains, these
parcels are not expected to be developed in the foreseeable future.

Hazardous Substances

An environmental condition that may result in the reduction in the assessed value
of parcels would be the discovery of hazardous substance that would limit the beneficial use of
a property within the Project Area. 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 as any thing to do with creating or handling the hazardous substance.
The effect, therefore, should any of the property within the Project Area be affected by a
hazardous substance, would be to reduce the marketability and value of the property by the
costs of remedying the condition, since the purchaser, upon becoming an owner, will become
obligated to remedy the condition just as is the seller.

Assessment Appeals

Property taxable values may be reduced as a result of a successful appeal of the
taxable value determined by the County Assessor. An appeal may result in a reduction to the
Assessor’s original taxable value and a tax refund to the applicant property owner. A reduction
in taxable values within the Project Area and the refund of taxes which may arise out of
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successful appeals by property Owners will affect the amount of Tax Revenues. While the
Agency has experienced reductions in its Incremental Tax Revenues as a result of assessment
appeals, the impact to tax increment is dependent upon the actual revised value of
assessments resulting from values determined by the County Assessment Appeals Board or
through litigation and the ultimate timing of successful appeals. Assessed values in the Project
Area for Fiscal Year 2007/08 are approximately 7.8% higher than in Fiscal Year 2006/07.

See “THE PROJECT AREA - Assessment Appeals” herein for a discussion of
historical assessment appeals in the Project Area. While the Fiscal Consultant has included the
estimated impact of property tax assessment appeals in its projections, there can be no
assurance that the actual result of the appeals will correspond to such projections. See
APPENDIX E hereto for a discussion of assessment appeals within the Project Area.

Economic Risks

The Agency’s ability to make payments on the Bonds will be partially dependent
upon the economic strength of the Project Area. If there is a decline in the general economy of
the Project Area, the owners of property may be less able or less willing to make timely
payments of property taxes causing a delay or stoppage of Tax Revenues. In the event of
decreased values, Tax Revenues may decline even if property owners make timely payment of
taxes. See “THE PROJECT AREA” herein for a discussion of historical development within the
Project Area, possible developments in the City which may affect the overall economic viability
of the City and the Project Area, and a description of the principal taxpayers of the parcels in the
Project Area.

State Budget Deficit

In connection with its approval of a budget for the 2002/03 Fiscal Year, the State
Legislature enacted Assembly Bill 1768, effective September 30, 2002, which reallocated
$75 million from redevelopment agencies to school districts during the 2002/03 Fiscal Year.
Each agency’s proportionate share of such amount is required to be transferred to the county
auditor for deposit in the Educational Revenue Augmentation Fund prior to May 10, 2003. The
Agency’s share of this reallocation was approximately $55,258, and was transferred as required
by Assembly Bill 1768.

The 2003/04 State budget reallocated $135 million from redevelopment agencies
to school districts during the 2003/04 Fiscal Year. The Agency’s share of the $135 million shift,
which was due by May 14, 2004, was approximately $96,222, which it paid from excess
Incremental Tax Revenues.

The Fiscal Year 2004/05 State budget was passed by the Legislature on July 29,
2004, and was signed into law by the Governor on July 30, 2004. The 2004/05 budget
reallocated $1.3 billion in revenues from local government to schools in both Fiscal Year
2004/05 and 2005/06. In connection with its approval of a budget for the 2004/05 Fiscal Year,
the State Legislature adopted SB 1096, which required redevelopment agencies to pay $250
million to school districts in both the 2004/05 and 2005/06 Fiscal Years. The Agency’s share of
the payment for the two years totaled approximately $372,432. The Agency paid the amount
from available funds.

In addition, in connection with the payment by redevelopment agencies, (i) SB
1045 allowed a redevelopment agency to extend the effective date of its redevelopment plan
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and the date to receive Incremental Tax Revenues, by one year, and (ii) SB 1096 generally
allows a redevelopment agency to extend the effective date of its redevelopment plan and the
date to receive Incremental Tax Revenues, by two years if the legislative body finds the Agency
is in compliance with major housing requirements. The Agency currently anticipates extending
the effective date of the Redevelopment Plan by the one year period as permitted by SB 1045
(although it is not currently borrowing against such anticipated revenues). However, since the
final effective date of the Redevelopment Plan is beyond twenty years from the date of adoption
of SB 1096, the Agency is not able to extend the effective date pursuant to SB 1096. See “THE
REDEVELOPMENT PLAN - Financial Limitations” below.

The State budget for Fiscal Years 2005/06, 2006/07 and 2007/08 were adopted
without any further reallocation of funds. Information about the State budget is regularly
available at various State-maintained websites. The Fiscal Year 2007/08 State budget may be
found at the website of the Department of Finance, www.dof.ca.gov, under the heading
“California Budget.” Additionally, an impartial analysis of the budget is posted by the Office of
the Legislative Analyst (“LAO”) at www.lao.ca.gov. The information referred to is prepared by
the respective State agency maintaining each website and not by the Agency, and the Agency
takes no responsibility for the continued accuracy of the internet addresses or for the accuracy,
completeness or timeliness of information posted there, and such information is not
incorporated herein by these references.

In connection with the reallocation of $2.6 billion of local agency revenues to
school funding, the Legislature and the Governor agreed to place Proposition 1A, entitied
“Protection of Local Government Revenues,” on the November 2, 2004 ballot (“Proposition 1A”),
and it was approved by the voters. Proposition 1A amends the California Constitution to,
among other things, prohibit the shift of property tax revenues from cities, counties and special
districts, except to address a “severe state financial hardship” (and only then if (x) such amounts
were to agreed to be repaid with interest within three years, (y) the State had repaid any other
borrowed amounts, and (z) such borrowing could not occur more often than twice in ten years).
However, Proposition 1A does not specifically protect against reallocation of redevelopment
agency funds to other uses within a corresponding city or county.

The current budget bill does not resolve the State’s structural budget deficit.
Additionally, litigation challenging certain revenue enhancements provided in the current budget
has restricted realization of revenue, and could result in future State budget deficits. The LAO
currently is projecting a deficit of over $8 billion in the current State budget. It is therefore
anticipated that there will be additional future legislation which addresses this situation. The
Agency cannot predict what measures may be proposed or implemented for the current fiscal
year or in the future. Given the limitations on the State’s ability to increase revenues in the
event of future budgetary deficits, it is possible that future legislation could reduce or require
additional payments from redevelopment agencies. The Agency cannot predict whether future
State Budget legislation will further divert moneys from redevelopment agencies, and the effect
such diversion would have on the receipt of Incremental Tax Revenues and, accordingly, the
payment of debt service on the Bonds.

Direct and Overlapping Indebtedness
The ability of land owners within the Project Area to pay property tax instaliments
as they come due could be affected by the existence of other taxes and assessments, imposed

upon the land. In addition, other public agencies whose boundaries overlap those of the Project
Area could, without consent of the Agency, and in certain cases without the consent of the
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owners of the land within the Project Area, impose additional taxes or assessment liens on the
property to finance public improvements. See “Bankruptcy and Foreclosure” below.

Bankruptcy and Foreclosure

The payment of property taxes by owners may be limited by bankruptcy,
insolvency, or other laws generally affecting creditors rights or by the laws of the State relating
to judicial foreclosure. The various legal opinions to be delivered concurrently with the delivery
of the Bonds (including Bond Counsel's approving legal opinion) will be qualified, as to the
enforceability of the various legal instruments, by bankruptcy, reorganization, insolvency or
other similar laws affecting the rights of creditors generally.

Although bankruptcy proceedings would not cause the property tax obligation of
a landowner to become extinguished, such bankruptcy could result in a delay in collection of
Tax Revenues, and would increase the likelihood of a delay or default in payment of the
principal of and interest on the Bonds.

Property Tax and Spending Limitations

Article XIIIA of the California Constitution. Section 1(a) of Article XIIIA of the
California Constitution limits the maximum ad valorem tax on real property to one percent of full
cash value, to be collected by the counties and apportioned according to law. 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 tax bill under full cash value or, thereafter, the appraised value of real
property when purchased, newly constructed, or a change in ownership has occurred after the
1975 assessment.” The full cash value may be adjusted annually to reflect inflation at a rate not
to exceed two percent (2%) per year, or reduction in the consumer price index or comparable
data for the area under taxing jurisdiction or reduced in the event of declining property value
caused by substantial damage, destruction or other factors. Legislation enacted by the
California Legislature to implement Article XIIIA 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. Article XIlIA effectively prohibits the
levying of any other ad valorem property tax above the one percent (1%) limit except for taxes
to support indebtedness approved by the voters as described herein.

In the general elections of 1986, 1988, and 1990, the voters of the State
approved various measures which further amended Article XIlIA. One such amendment
generally provides that the purchase or transfer of (i) real property between spouses or (ii) the
principal residence and the first $1,000,000 of the full cash value of other real property between
parents and children, do not constitute a “purchase” or “change of ownership” triggering
reassessment under Article XHIA. This amendment could reduce the future growth of tax
increment of the Agency. Other amendments permitted the Legislature to allow persons over
55 who sell their residence and on or after November 5, 1986, to buy or build another of equal
or lesser value within two years in the same county, to transfer the old residence’s assessed
value to the new residence, and permitted the Legislature to authorize each county under
certain circumstances to adopt an ordinance making such transfers or assessed value
applicable to situations in which the replacement dwelling purchased or constructed after
November 8, 1988, is located within that county and the original property is located in another
county within California.
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In the June 1990 election, the voters of the State approved additional
amendments to Article XIlIA permitting the State Legislature to extend the replacement dwelling
provisions applicable to persons over 55 to severely disabled homeowners for replacement
dwellings purchased or newly constructed on or after June 5, 1990, and to exclude from the
definition of “new construction” triggering reassessment improvements to certain dwellings for
the purpose of making the dwelling more accessible to severely disabled persons. In the
November 1990 election, the voters approved the amendment of Article XIIIA to permit the State
Legislature to exclude from the definition of “new construction” seismic retrofitting improvements
or improvements utilizing earthquake hazard mitigation technologies constructed or installed in
existing buildings after November 6, 1990.

Both the California Supreme Court and the United States Supreme Court have
upheld the constitutionality of Article XIIIA.

Article XHIB of the California Constitution. On November 6, 1979, California
voters approved Proposition 4, the Gann Initiative, which added Article XIlIB to the California
Constitution. The principal effect of Article XIIIB is to limit the annual appropriations of the State
and any city, county, school district, authority or other political subdivision of the State to the
level of appropriations for the prior fiscal year, as adjusted for changes in the cost of living,
population and services rendered by the government entity.

Appropriations subject to Article XIIIB include generally the proceeds of taxes
levied by the State or other entity of local government, exclusive of certain State subventions,
refunds of taxes, benefit payments from retirement, unemployment insurance and disability
insurance funds.

Effective September 30, 1980, the California Legislature added Section 33678 to
the Law which provides that the allocation of taxes to a redevelopment agency for the purpose
of paying principal of, or interest on, loans, advances, or indebtedness will not be deemed the
receipt by the agency of proceeds of taxes levied by or on behalf of the agency within the
meaning of Article XIIIB or any statutory provision enacted in implementation thereof.

The validity of Section 33678 has been upheld by the Second and Fourth District
Courts of Appeal in two decisions: Bell Community Redevelopment Agency v. Woosely and
Brown v. Community Redevelopment Agency of the City of Santa Ana.

Proposition 218. On November 5, 1996, the voters of the State approved
Proposition 218, the “Right to Vote on Taxes Act.” Proposition 218 added Articles XIlIC and
XD to the State Constitution, which contain a number of provisions affecting the ability of the
public agencies to levy and collect both existing and future taxes, assessments, fees and
charges.

Article XHIIC removes limitations on the initiative power in matters of local taxes,
special taxes, assessments, fees and charges. While the matter is not free from doubt, it is
likely that a court would hold that the initiative power cannot be used to reduce or repeal the
levy of property taxes or to materially affect the collection and pledge of Tax Revenues.

The interpretation and application of the initiative provisions of Proposition 218

will ultimately be determined by the courts with respect to a number of the matters discussed
above, and while it is not possible at this time to predict with certainly the outcome of such
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determination, the Agency does not believe that Proposition 218 will materially affect its ability to
pay principal of or interest on the Bonds.

Implementing Legislation

Legislation enacted by the California Legislature to implement Article XIHA
provides that all taxable property is shown at full assessed value as described above. In
conformity with this procedure, all taxable property value included in this Official Statement
(except as noted) is shown at 100% of assessed value and all general tax rates reflect the
$1.00 per $100 of taxable value. Tax rates for bond debt service are also applied to 100% of
assessed value.

Property Tax Collection Procedures

Classifications. 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.

Collections and Distributions. The County levies a 1% property tax on behalf
of all taxing agencies in the County. The taxes collected are allocated on the basis of a formula
established by State law enacted in 1979. Under this formula, the County and all other taxing
entities receive a base year allocation plus an allocation on the basis of “situs” growth in
assessed value (new construction, change of ownership, and inflation) prorated among the
jurisdictions which serve the tax rate areas within which the growth occurs. Tax rate areas are
specifically defined geographic areas which were developed to permit the levying of taxes for
less than county-wide or less than city-wide special districts. In addition, the County levies and
collects additional approved property taxes and assessments on behalf of any taxing agency
within the County.

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

Property taxes on the unsecured roll are due as of the January 1 lien date and
become delinquent if unpaid by August 31. A 10% penalty attaches to delinquent taxes on
property on the unsecured roll, and an additional penalty of 1-1/2% per month begins to accrue
on November 1. The taxing authority has four ways of collecting unsecured personal property
taxes: (1) a civil action against the taxpayer; (2) filing of a certificate in the office of the county
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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. See “THE
PROJECT AREA - Property Tax Delinquencies; Teeter Plan” herein.

Supplemental Assessments. A bill enacted in 1983, SB 813 (Chapter 498,
Statutes of 1983), provided for the supplemental assessment and taxation of property as of the
occurrence of a change in ownership or completion of new construction. This legislation
eliminated delays in the realization of increased property taxes from new assessments, and
provided increased revenue to agencies to the extent that supplemental assessments as a
result of new construction or changes of ownership occur within the boundaries subsequent to
the January 1 lien date. To the extent such supplemental assessments occur within the Project
Area, Incremental Tax Revenues may increase; however, such revenues have not been
included in the projections prepared by the Fiscal Consultant.

Property Tax Administrative Costs

In 1990, the Legislature enacted SB 2557 (Chapter 466, Statutes of 1990) which
allows counties to charge for the cost of assessing, collecting and allocating property tax
revenues to local government jurisdictions on a prorated basis. The County currently deducts
as a fee the Agency’s prorated share of administrative costs before apportioning the
Incremental Tax Revenues to the Agency. The County is projected to charge an annual fee for
Fiscal Year 2007/08 of approximately $36,951 for the Project Area.

The projections of Tax Revenue described herein under the heading “THE
PROJECT AREA’ reflect estimated reductions for such collection fees.

Unitary Property

Assembly Bill 2890 (Statutes of 1986, Chapter 1457), which added Section 98.9
to the California Revenue and Taxation Code, provided that, commencing with the Fiscal Year
1988/89, assessed value derived from State-assessed unitary property (consisting mostly of
operational property owned by utility companies) was to be allocated county-wide as follows:
(i) each tax rate area will receive the same amount from each assessed utility received in the
previous fiscal year unless the applicable county-wide values are insufficient to do so, in which
case values will be allocated to each tax rate area on a pro-rata basis; and (ii) if values to be
allocated are greater than in the previous fiscal year, each tax rate area will receive a pro-rata
share of the increase from each assessed utility according to a specified formula. Additionally,
the lien date on State-assessed property was changed from March 1 to January 1.

Assembly Bill 454 (Statutes of 1987, Chapter 921) further modified the
distribution of tax revenues derived from property assessed by the State Board of Equalization.
Chapter 921 provided for the consolidation of all State-assessed property, except for regulated
railroad property, into a single tax rate area in each county. Chapter 921 further provided for a
new method of establishing tax rates on State-assessed property and distribution of property tax
revenues derived from State-assessed property to taxing jurisdictions within each county as
follows: for revenues generated from the one percent tax rate, each jurisdiction, including
redevelopment project areas, will receive a percentage up to 102% of its prior year State-
assessed unitary revenue; and if county-wide revenues generated for unitary property are
greater than 102% of the previous year’s unitary revenues, each jurisdiction will receive a
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percentage share of the excess unitary revenue generated from the application of the debt
service tax rate to county-wide unitary taxable value, further, each jurisdiction will receive a
percentage share of revenue based on the jurisdiction’s annual debt service requirements and
the percentage of property taxes received by each jurisdiction from unitary property taxes in
accordance with a new formula.

As of fiscal year 2007/08, railroad property is subject to the provisions of AB
2670 (Statutes of 2006, Chapter 791), which treats railroad property similar to the treatment of
utility unitary property. All railroad unitary value in a county, except for a portion of certain
facilities constructed after 2006, is assigned to a single tax rate area. The revenues generated
by the application of tax rates to this value is distributed among the other tax rates of the county
by the same formula specified in AB 454, except that school entities are allocated the same
percentage of taxes from railroad values that they received in the prior fiscal year, and no
revenue is to be allocated to redevelopment agencies for fiscal year 2007/08.

The intent of Chapters 1457, 921 and 791 was to provide redevelopment
agencies with their appropriate share of revenue generated from the property assessed by the
State Board of Equalization.

The Agency is including $8,000 of annual projected Incremental Tax Revenues
attributable to unitary public property in the Project Area in the projections of Tax Revenues
herein. The Agency cannot predict the effect of any future litigation or settlement agreements
on the amount of unitary tax revenues received or to be received by the Agency. See
APPENDIX E hereto for a discussion of the Fiscal Consultant’s assumptions and conclusions
regarding projections of unitary revenues in the Project Area.

Plan Limitations

See “THE REDEVELOPMENT PLAN - Financial Limitations” herein for a
discussion of certain other matters which limit Tax Revenues or impact the use thereof.

Additional Limitation on Tax Revenues

On November 8, 1988 the voters of the State approved Proposition 87, which
amended Article XVI, Section 16 of the California Constitution to provide that property tax
revenue attributable to the imposition of taxes on property within a redevelopment project area
for the purpose of paying debt service on bonded indebtedness approved by the voters of the
taxing entity after January 1, 1989 will be allocated to the taxing entity and not to the
redevelopment agency. The Agency does not currently project receiving any Incremental Tax
Revenues as a result of general obligation bonds which may be approved on or after January 1,
19889.

Low and Moderate Income Housing Requirements

Pursuant to the Law, housing set-aside funds may be pledged only to the
repayment of bonds to the extent proceeds of such bonds are expended on qualifying housing
purposes. The Agency is subject to this statutory requirement. Since the Agency is not using a
portion of the proceeds of the Bonds to satisfy the set-aside requirements, Tax Revenues
projected for payment of the Bonds exclude amounts related to the 20% set-aside. See
“SECURITY FOR THE BONDS - Low and Moderate Income Housing Requirement” herein.
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Plan Limits; Early Redemption of Bonds

The Agency has covenanted that it shall annually calculate the aggregate
amount of Tax Revenues which it remains entitled to receive under the Plan Limitations for the
Project Area. In the event that the aggregate amount of Tax Revenues which the Agency is
permitted to receive under the Plan Limitations for the Project Area, plus the amount then held
on deposit in any fund or account which is set aside by the Agency to make its debt payments
with respect to the Project Area and the earnings which are reasonably expected to accrue
thereon, are reasonably estimated at any time to be less than one hundred and five percent
(105%) of the aggregate amount of annual debt payments remaining to be made with respect to
such Project Area or of the amount required to replenish the Reserve Account for the Bonds
and any similar account for any Parity Bonds, the Agency shall either (a) deposit with the
Trustee an amount of Tax Revenues sufficient to redeem Bonds or pay debt service without
regard to interest earnings thereon in such aggregate principal amount as shall be required to
cause the Agency to meet such requirements, or (b) set aside with the Trustee or into a
dedicated fund or account to be held by the Agency an amount of Tax Revenues which,
together with earnings to be derived from the investment thereof, will be sufficient to enable the
Agency to meet such requirements, or (c) decline to accept Tax Revenues from the County in
an amount sufficient to enable the Agency to meet such requirements. No special provision is
provided for such redemptions. Furthermore, the Agency will continue to monitor its collection
of revenues on a regular basis versus the Plan Limitations, and will budget appropriately should
the Plan Limitations for collection of tax increment approach sooner than expected. The Agency
currently projects that if growth in the Project Area continues at a 6% rate the Project Area
would reach its tax increment capacity prior to final maturity of the Bonds. In such event, it is
likely that certain Bonds will be redeemed prior to maturity, although the Agency does not
currently expect this be a material amount.

Future Legislation and Initiatives

Article XIIIA, Article XIIIB and Proposition 218 were each adopted as measures
that qualified for the ballot pursuant to California’s initiative process. From time to time other
initiative measures could be adopted, further affecting revenues of the Agency or the Agency’s
ability to expend revenues. In addition, there are currently a number of proposed legislative
changes to the Law which, if adopted, would also affect revenues of the Agency or the Agency’s
ability to expend revenues. The nature and impact of these measures cannot currently be
anticipated.

Early Redemption of Premium Bonds

Bonds purchased, whether at original issuance or otherwise, for an amount
greater than their principal amount payable at maturity (or, in some cases, at their earlier call
date) (“Premium Bonds”) will be treated for federal tax purposes as having amortizable
premium. |f such Premium Bonds are redeemed prior to maturity (or, in some cases, prior to a
scheduled prepayment date) as described herein under “THE BONDS - Redemption,” not all of
the amortized premium may be realized by the Owner. The Premium Bonds are treated as all
other Bonds for purposes of selection for redemption prior to maturity as described herein.

Loss of Tax Exemption

As discussed in this Official Statement under the caption “TAX MATTERS/
interest on the Bonds could become includable in gross income for purposes of federal income
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taxation retroactive to the date such Bonds were issued, as a result of future acts or omissions
of the Agency or the Agency in violation of its covenants in the Indenture. Should such an event
of taxability occur, the Bonds are not subject to a special redemption and will remain
outstanding until maturity or until redeemed under one of the other redemption provisions
contained in the Indenture.

THE AGENCY
General

Pursuant to the Law, the County established the Project Area in 1989. Upon the
incorporation of the City on July 1, 1999, the County transferred control of the Project Area to
the Agency. The five members of the City Council serve as the members of the Agency and
exercise all rights, powers, duties and privileges of the Agency. The Agency is charged with the
authority and responsibility of redeveloping and upgrading blighted areas of the City.

Agency Powers

All powers of the Agency are vested in its members, who are elected members of
the City Council. Pursuant to the Law, the Agency is a separate public body and exercises
governmental functions in planning and implementing redevelopment projects.

Within its area of operation, the Agency may exercise broad governmental
functions and authority to accomplish its purposes, including, but not limited to, the right of
eminent domain, the right to issue bonds for authorized purposes and to expend the proceeds
thereof, and the right to acquire, sell, rehabilitate, develop, administer or lease property. The
Agency may demolish buildings, clear land, and cause to be constructed certain improvements
including streets, sidewalks and utilities, and may also prepare for use as a building site any
real property which it owns or administers.

The Agency may, from any funds made available to it for such purposes, pay for
all or part of the costs of land and buildings, facilities or other improvements to be publicly
owned and operated, provided that such improvements are of benefit to a redevelopment
project area and cannot be financed by any other reasonable method.

Agency Financial Statements

The Agency accounts for its financial transactions through funds representing the
Project Area. A copy of the Agency’s audited annual financial statements for the fiscal year
ended June 30, 2007 were prepared by the certified public accounting firm of Maze &
Associates, of Pleasant Hill, California, and are attached hereto as APPENDIX C. The Agency
has not requested, and the auditor has not provided, any update or review of such audited
financial statements in connection with the inclusion thereof in this Official Statement.

Copies of the audited financial statements for the Fiscal Year ended June 30,

2007, as well as the Agency’s audited financial statements for other Fiscal Years can be
obtained at the office of Executive Director at City Hall.
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Certification of Agency Indebtedness

A significant provision of the Law, Section 33675, was added by the Legislature
in 1976 and amended by AB 1290 in 1993, providing for the filing not later than September 30 of
each year with the county auditor of a statement of indebtedness certified by the chief fiscal
officer of the agency for each redevelopment project which receives tax increment. The
statement of indebtedness is required to contain the date on which the bonds were delivered,
the principal amount, term, purpose and interest rate of the bonds, the principal amount and
interest due in the fiscal year in which the statement is filed, and the total principal and interest
remaining to be paid. Similar information must be given for each loan, advance or indebtedness
that the agency has incurred or entered into to be payable from tax increment. The statement
must also indicate the total principal and interest due on all bonds, loans, advances or other
indebtedness indicated on the statement, both for the current fiscal year and cumulatively over
their lives, and the total amount of “available revenues” on hand at the time of filing of the
statement. “Available revenues” is defined in Section 33675, and is based upon a calculation of
the amounts received by the Agency in the prior fiscal year from all sources, less amounts paid
on all bonds, loans, advances or indebtedness in the prior fiscal year, plus amounts held by the
Agency and pledged to the payment of bonds, loans advances or indebtedness. The difference
between the cumulative amount remaining to be paid on the lives of all bonds, loans, advances
or other indebtedness as shown on the statement and the amount of available revenues is the
maximum amount which can be paid to the Agency in tax increment revenue for the Fiscal Year
in which the statement is filed.

Section 33675 also provides that the county auditor is limited in payment of tax
increment to the payment of indebtedness. Section 33675 further provides that the statement of
indebtedness is prima facie evidence of the indebtedness of the agency, but that the county
auditor may dispute the amount of indebtedness shown on the statement in certain cases.
Provision is made for time limits under which the dispute can be made by the county auditor as
well as provisions for determination by the Superior Court in a declaratory relief action of the
proper disposition of the matter. The issue in any such action shall involve only the amount of
the indebtedness and not the validity of any contract or debt instrument, or any expenditures
pursuant thereto. An exception is made for payments to a public agency in connection with
payments by such public agency pursuant to a bond issue which shall not be disputed in any
action under Section 33675. The Bonds should be entitled to the protection of the statute so
that they cannot be disputed by the county auditor.

THE REDEVELOPMENT PLAN

General

The County Board of Supervisors adopted Ordinance No. 89-89 approving the
Redevelopment Plan on December 27, 1989 with respect to the Original Area. The
Redevelopment Plan was amended by Ordinance No. 94-65, adopted by the County Board on
December 6, 1994, which amended the Redevelopment Plan with respect to the time period
during which the Redevelopment Plan will be in effect, the time period during which the Agency
may establish indebtedness and the amount of tax increment revenues that may be allocated to
the Agency, and which brought the Redevelopment Plan into conformance with AB 1290. The
Project Area was incorporated as part of the City on July 1, 1999. Pursuant to an incorporation
election on November 3, 1998, Resolution No. 97-17 of the Contra Costa County Local Agency
Formation Commission (the “Incorporation Resolution”) and Section 33215 of the Law, the
County transferred the Project Area to the City, and the Agency assumed the debts and
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obligations of the Project Area. The Redevelopment Plan was further amended on October 22,
2001 by adoption of Ordinance No. 17-01 to add the Added Area. On December 8, 2003 the
City Council adopted Ordinance No. 16-03 that amended the Redevelopment Plan to eliminate
the limitation on incurrence of new indebtedness in relation to the Original Area.

The Redevelopment Plan describes the boundaries of the Project Area, contains
a general statement of the objectives of such Project Area, land use, layout of principal streets,
building intensities and standards, and other criteria proposed as the basis for redevelopment of
the Project Area. The Redevelopment Plan also describe how the Redevelopment Plan
effectuates the purposes of the Law and how the proposed redevelopment conforms to the
General Plan of the City, and describes the impact of the Redevelopment Plan upon residents
thereof and upon the surrounding neighborhood.

The general objectives of the Redevelopment Plan are to The principal goals and
objectives of the Redevelopment Plan are to fund circulation and transportation improvements,
primarily those related to State Route 4 deficiencies, upgrade inadequate public and community
facilities, rehabilitate existing housing units and the development of neighborhood parks and
amenities, stimulate new industrial/retail development, assist in the financing and construction
of roads, drainage improvements and utility upgrades, and expand the supply of affordable
housing and upgrade existing residential areas by assisting in the rehabilitation of existing
housing.

As described above under “SECURITY FOR THE BONDS,” the Redevelopment
Plan provide that all taxes levied upon taxable property within the applicable Project Area each
year by or for the benefit of the State, the County, the City, any district, or any other public
corporation will be divided among the Taxing Agencies as described therein.

Financial Limitations

Pursuant to the Law, the City (and the County, as its predecessor in interest) has
adopted a number of ordinances extending the effective date of the Redevelopment Plan (as set
forth in the table below). In addition, total Outstanding principal of bonds payable from such tax
increment may not at any time exceed $450,000,000, and total Incremental Tax Revenues may
not exceed $550,000,000. Based on Agency records, the Agency has received approximately
$27,365,283 of Incremental Tax Revenues through June 30, 2007. Incremental Tax Revenues
pledged to existing obligations, including debt service on the Bonds, totals approximately
$61,741,463. Upon issuance of the Bonds, the total principal amount of Outstanding bonds
payable from Incremental Tax Revenues is $32,905,000. No other obligations besides the
Bonds and the Series 2003 Bonds are currently outstanding. Based on the Agency’s
projections of Incremental Tax Revenues, it does not believe these limitations will adversely
affect its ability to pay debt service on the Bonds.

Assembly Bill 1290 (“AB 1290”) was signed into law by the Governor in
December 1993 and amends various provisions of the Law. AB 1290 provides for the
placement of time limits on the effectiveness of every redevelopment plan, and provides that
after 10 years from the termination date of a plan’s effectiveness, no redevelopment agency,
subject to certain exceptions, shall pay indebtedness or receive property taxes in connection
therewith. In addition, in connection with the shift of certain Incremental Tax Revenues, (i) in
connection with its approval of a budget for the 2003/04 Fiscal Year, the State Legislature
adopted SB 1045, which allows the Agency to extend the effective date of the Redevelopment
Plan, and the date to receive Incremental Tax Revenues, by one year, and (ii) in connection
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with its approval of a budget for the 2004/05 Fiscal Year, the State Legislature adopted SB
1096, which allows the Agency to extend the effective date of the Redevelopment Plan, and the
date to receive Incremental Tax Revenues, by two years if the legislative body finds the Agency
is in compliance with major housing requirements. See “RISK FACTORS AND LIMITATIONS
ON TAX REVENUES - State Budget Deficit” herein. The Agency currently anticipates
extending the effective date of the Redevelopment Plan by one year pursuant to the provisions
of SB 1045 (although amounts received in such year are not being borrowed against in
connection with the Bonds), but cannot extend the effective date pursuant to SB 1096 because
the effective date is greater than twenty years from the date of adoption of SB 1096.

On October 10, 2001 the Governor of the State signed into law Senate Bill 211
(“SB 211™), which allows redevelopment agencies to eliminate the time limits on their ability to
incur debt for project areas established prior to January 1, 1994. Additionally, SB 211 allows
redevelopment agencies to extend the termination date of their redevelopment plans and the
deadline for the receipt of tax increment for the repayment of debt by 10 years for project areas
established prior to January 1, 1994. In order to extend the termination of the redevelopment
plans or the deadline for the receipt of tax increment for the repayment of debt, the
redevelopment agency must make certain findings of blight in the applicable project areas.
Additionally, if a redevelopment agency elects to eliminate the time limit on the incurrence of
debt, the termination of the redevelopment plans or the deadline for the receipt of tax increment
for the repayment of debt, the redevelopment agency must make certain additional statutory
pass-throughs to other taxing entities. In the event the Agency elects to extend or eliminate any
of the deadlines allowed to be extended pursuant to SB 211 for the Project Area, the growth of
Tax Revenues, if any, would be negatively affected.

On December 8, 2003, the City adopted Ordinance No. 16-03, eliminating the
time limitation for the Original Area to incur new debt and increasing the amount of tax
increment available to repay indebtedness. Therefore, commencing with the first year following
the expiration of the prior time limit to incur debt (Fiscal Year 2010/11) and using the Fiscal Year
2009/10 valuations as an adjusted base year value, the Agency is required to pay to the
affected taxing entities statutory pass-through payments. These tax sharing payments continue
for the life of the Original Area. See “SECURITY FOR THE BONDS - Statutory Tax Sharing
Payments” herein.

The expiration date of the components of the Redevelopment Plan, the final date
to incur indebtedness and the final date to receive Incremental Tax Revenues from each
component of the Project Area is set forth in the following table. The date of final payment of
principal of and interest on the Bonds is September 1, 2032, which is prior to termination of the
effective date of each component of the Project Area.
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OAKLEY REDEVELOPMENT AGENCY
OAKLEY REDEVELOPMENT PROJECT AREA
FINANCIAL LIMITATIONS

Project Area Limit on Expiration Last Date to Tax Increment Outstanding
Component Incurring Debt Date of Plan Receive Increment Limitation Bonded Debt
Original Area Eliminated 12/21/29 12/21/39

Added Area 10/22/21 10/22/31 10/22/46

Total Project Area $550 million $450 million

The Agency has covenanted in the Indenture not to amend the Redevelopment
Plan in a manner that will reduce Tax Revenues in any future Fiscal Year unless the Agency
first obtains the report of an Independent Fiscal Consultant stating that the Tax Revenues for
the then current Fiscal Year (calculated on the assumption that such reduction of Tax Revenues
was in effect throughout such Fiscal Year), are at least equal to one hundred twenty- five
percent (125%) of Maximum Annual Debt Service immediately following the effective date of
such amendment. Without limiting the foregoing, the Agency shall not cause amounts to be
deposited to the Low and Moderate Income Housing Fund for the Project Area in excess of the
20% requirement of Section 33334.2 and 33334.6 of the Law, including pursuant to
Section 33334.3(i) of the Law, except on a basis subordinate in right of payment to the Bonds, it
being the purpose and intent of the definition of Tax Revenues to exclude from Tax Revenues
only those amounts attributable to the Project Area which are required to be deposited into the
Low and Moderate Income Housing Fund in the minimum amount required by said section, is
without regard to part (i) of Section 33334.3.

Low and Moderate Income Housing Provisions

The Redevelopment Plan provides that a portion of all taxes which are allocated
to the Agency pursuant to the Law must be paid into the Low and Moderate Income Housing
Fund and used by the Agency for the purpose of increasing and improving the community’s
supply of housing available at affordable cost to persons and families of low and moderate
income. The Low and Moderate Income Housing Fund may be used to acquire or improve land
and building sites, to donate land to public entities, to construct, rehabilitate or acquire buildings,
and to provide subsidies to or for the benefit of persons and families of very low, low, or
moderate income. Funds available from the Low and Moderate income Housing Fund may be
used either inside or outside the Project Area on a finding by the Agency and the City Council
that such use will be of benefit to the Project Area.

Alleviation of Financial Burden to Taxing Entities

The Redevelopment Plan provides that the Agency may, in any year during
which it owns property in the applicable Original Project Area, pay directly to the City, the
County, any district or any other public corporation for whose benefit a tax would have been
levied upon such property had the Agency not been exempt, an amount of money in lieu of
taxes.

The Agency may also pay to any taxing entity with territory located within the
Project Area (other than the City) any amounts of money which, in the Agency’s determination,
are appropriate to alleviate any financial burden or detriment caused to the taxing entity by the
Project Areas. See “SECURITY FOR THE BONDS - The Tax Sharing Agreements,” “- Section
33676 Payments” and “- Statutory Pass-Through Payments” herein.
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THE PROJECT AREA

General

The Project Area, as amended, consists of approximately 1,537 contiguous acres
(approximately 2.4 square miles), or about 69% of the total incorporated area of the City. The
Project Area includes 916 acres in the Original Area and 621 acres in the Added Area. It is
generally bounded on the east by the Atchison, Topeka and Santa Fe Railroad (the “AT&SF”)
and State Route 4, on the south by Oakley Road, State Route 4 and Cypress Road, on the west
by Bridgehead/Neroly Road, and on the north by the AT&SF right-at-way in the northeast part of
the City. Based upon a review of the 2007/08 values, a distribution of values by property use in
the Project Area was prepared. The review indicates that approximately 67% of the Project
Area values contain designated residential uses. The distribution of values is shown below.

TABLE 1
OAKLEY REDEVELOPMENT PROJECT AREA
SECURED LAND USE STATISTICS
(Fiscal Year 2007/08)

Parcel Secured Percent of
Property Use Count Assessed Value Total Value
Residential 1,469 $335,663,515 66.76%
Commercial 93 89,906,846 17.88
Industrial 16 28,287,781 5.63
Dry & Irrigated Farm 18 14,185,131 2.82
Institutional 12 966,003 0.19
Government 1 255 0.00
Vacant land 64 7,473,885 1.49
Exempt 41 0 0.00
Miscellaneous 15 294,132 0.06
Subtotals 1,729 $476,777,548 94.82%
SBE Non-unitary -- - 0.00%
Unsecured 874 26,036,140 5.18
Subtotals - $26.,036,140 5.18%
TOTALS 1,729 $502,803,688 100.00%

Source: HdL Coren & Cone

Tax Rates

Tax Revenues projected by the Fiscal Consultant are computed based upon the
annual incremental assessed value of the Project Area multiplied by a tax rate determined by
the County Auditor-Controller. The tax rate consists of the general tax levy of $1.00 per $100 of
assessed value and the override tax rate which represents the debt service levy whose
indebtedness has been authorized by voter approval.

The override tax rates typically decline each year (i) as increasing property

values reduce the override rate needed to be levied by the taxing entities to meet debt service
and (ii) as voter approved debt is eventually retired over time. The State Constitution prohibits
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redevelopment agencies from receiving taxes generated by new override tax rates which are
reflective of debt approved after December 31, 1988.

The tax rate used in the Fiscal Consultant’s estimate of tax increment was based
on actual secured tax revenues divided by the secured assessed value. See APPENDIX E
hereto for a discussion of the assumptions utilized by the Fiscal Consultant in preparing the Tax
Revenue projections.

Assessed Valuation

The following tables illustrates the County’s calculation of taxable net assessed
value for property within the Project Area for Fiscal Year 2007/08, the net incremental assessed
value for Fiscal Year 2007/08, and the largest taxable property owners in the Project Area.

TABLE 2
OAKLEY REDEVELOPMENT PROJECT AREA
TOTAL ASSESSED VALUATION
(Fiscal Year 2007/08)

Original Area Added Area

Secured Valuation

Land $193,000,595 $13,022,070

Improvements 266,967,370 4,947.863

Personal Property 10,138,690 45,355

Less Exemptions (10,958,838) (385,557)
Assessed Secured Value 459,147,817 17,629,731
Unsecured Valuation:

Land 5,500 7,286

Improvements 4,215,221 1,404,768

Personal Property 3,636,586 16,809,171

Less: Exemptions (42.392) 0
Assessed Unsecured Value 7,814,915 18,221,225
Total Net Assessed Value $466,962,732 $35,850,956

Source: County of Contra Costa Auditor-Controller; HdL Coren & Cone.
(1) Primarily consists of value of boats located in marina parcels.
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TABLE 3
OAKLEY REDEVELOPMENT PROJECT AREA
TOTAL INCREMENTAL VALUATION
(Fiscal Year 2007/08)

2007/08 Adjusted Base
Taxable Value Taxable Value!”
Secured
Land $206,022,665 $89,026,552
Improvements 271,915,233 4,911,843
Personal Property 10,184,045 0
Less: Exemptions (11,344,395) 0
Total Secured 476,777,548 93,938,395
Unsecured
Land 12,786 0
improvements 5,619,989 0
Personal Property 20,445,757 8,628,736
Less: Exemptions (42,392) 0
Total Unsecured 26,036,140 8,628,736

Total Secured and Unsecured $502,813,688

$102,567,131

Source: County of Contra Costa Auditor-Controller; HdL Coren & Cone.
(1) The adjusted Base Year refers to the aggregated base year values of the Original Area
(Fiscal Year 1989/90) and the Added Area (Fiscal Year 2001/02).

2007/08
Incremental
Taxable Value

$116,996,113
267,003,390
10,184,045

(11,344,395)
382,839,153

12,786
5,619,989
11,817,021

(42,392)
17,407,404

$400,246,557

The following ten major property owners in the Project Area were identified by
the Fiscal Consultant based upon a review of the 2007/08 locally assessed taxable valuations
reported by the County Assessor. The aggregated total assessed value of the identified ten tax
payers amounted to $73,118,247, or approximately 15.5% of the total taxable value of the
Project Area, and 18.3% of the Incremental Value. See APPENDIX E hereto.
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Assessee Name

Cypress Square S&R Assoc.
HPH Properties Ltd. Part.

Lucky No. California Investor LLC
Western QOilfields Supply Co.
Simon Oakley Town Center LLC
Shurgard California Properties
WEC 98D LLC

SFP B Limited Partnership

El Du Pont De Nemours & Co.
Conoco Land Company

TOTAL

TABLE 4

OAKLEY REDEVELOPMENT PROJECT AREA

TOP TEN TAXPAYERS
(Fiscal Year 2007/08)

Project Area

Component Land Use
Original Commercial
Original Industrial
Original Com./Shopping Center
Original Light Industrial
Original Com. /Shopping Center
Original Self Storage
Original Commercial
Original Commercial
Added Industrial
Original Dry Farm

Source: Contra Costa County Assessor; HdL Coren & Cone
(1) Based on total Fiscal Year 2007/08 assessed value of $502,813,688.
(2) Based on Fiscal Year 2007/08 incremental value of $400,246,557.
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No. of 2007/08

Parcels Assessed Value

$16,561,907
8,552,268
8,361,536
8,243,763
7,640,691
6,737,473
5,108,109
4,137,344
4,061,374
3,713,782

$73,118,247
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% of
Total "

3.29%
1.70
1.66
1.64
1.52
1.34
1.02
0.82
0.81
074

14.54%

% of
Incremental
Value®?

4.14%
2.14
2.09
2.06
1.91
1.68
1.28
1.03
1.01
093

18.27%



According to the records of the County Assessor, there are currently no
assessment appeals with respect to the ten largest taxpayers pending or which would impact
the 2006/07 Fiscal Year assessment rolls.

See APPENDIX E hereto for a summary of historical assessed property
valuations in the Project Area. The County has established the total assessed valuation of the
Project Area for Fiscal Year 2007/08 at $502,813,688, an increase of approximately
$36,542,586 (7.8%) from Fiscal Year 2006/07.

Historic Taxable Valuations

For the period of Fiscal Years 2001/02 through 2007/08, the historic taxable
values reported by the Contra Costa County Auditor-Controller reflect an average overall
increase of 87.8% for the Original Area, and 66.3% for the Added Area.

The following table sets forth the taxable assessed valuations for the Project
Area for the current and prior five Fiscal Years. The assessed valuation of the Project Area for
Fiscal Year 2007/08, based on the County’s assessment rolls, is $502,813,688, an increase of
approximately 390.2% over the adjusted Base Year.

TABLE 5
OAKLEY REDEVELOPMENT PROJECT AREA
HISTORIC ASSESSED VALUATIONS
(Fiscal Years 2002/03 to 2007/08)

Fiscal Assessed Percentage

Year Value Change
2002/03 $272,518,765 9.6%
2003/04 320,641,550 17.6
2004/05 346,483,009 8.1
2005/06 397,398,881 14.7
2006/07 466,271,102 17.3
2007/08 502,813,688 7.8

Source: County of Contra Costa Auditor-Controller; HdL Coren & Cone.

See APPENDIX E hereto for a description of factors which have affected
assessed valuation in the Project Area, including estimates of decreases due to assessment
appeals, and increases projected due to new development and reassessments triggered by
property transfers.

Property Tax Delinquencies; Teeter Plan

Section 4701 through Section 4717 of the California Revenue and Taxation Code
permits counties to use a method of apportioning taxes (commonly referred to as the “Teeter
Plan”) whereby local agencies receive 100% of their respective shares of amounts levied from
the County, without regard to actual collections of taxes. The Agency has such an agreement
with the County and therefore receives the full amount of the Incremental Tax Revenues levied
on the tax rolls in a timely manner. Due to this allocation methad, the Agency does not receive
any adjustments for redemption payments on delinquent collections.
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Projected Tax Revenues

The Fiscal Consultant currently projects that Incremental Tax Revenues
produced in the Project Area will be approximately $4,061,000 in Fiscal Year 2007/08 (which
reflects unitary revenues and payment of the County collection charge), an increase of
$450,476 (12.48%) from the Incremental Tax Revenues in Fiscal Year 2006/07 (excluding
Supplemental Revenues). The Tax Revenues are projected to be $2,272,267 (reflecting
deduction of non-housing debt service on the Series 2003 Bonds) in Fiscal Year 2007/08, and
are net of projected County administrative charges. See APPENDIX B hereto and “Assessment
Appeals” above for a discussion of the Fiscal Consultant’'s assumptions regarding assessment

appeals.

In addition, the projections set forth below assumes annual real property growth
at 2%, plus the value of transferred property (property transferred but not yet on tax roll) in
Fiscal Year 2008/09 of approximately $3,987,500. Any reduction in growth would have a
significant impact on the Tax Revenues available to pay debt service on the Bonds. The
following table illustrates the projected Tax Revenues and estimated debt service coverage:
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TABLE 6
OAKLEY REDEVELOPMENT PROJECT AREA
TAX INCREMENT REVENUE PROJECTION (000's Omitted)

Fiscal Total Incremental Incremental Housing County County Tax Sharing Gross Tax
Year  Value"® Value® Revenue™  Set-Aside Charge®™  Payments Payments Revenue
2007/08  $502,814 $400,247 $3,999 ($800) ($37) ($225) ($89) $2,848,000
2008/09 516,246 413,679 4,129 (826) (38) (275) (92) 2,898,000
2009/10 525,959 423,392 4,221 (844) (39) (300) (94) 2,944,000
201011 535,866 433,299 4,308 (862) (40) (297) (96) 3,013,000
2011/12 545,972 443,405 4,403 (881) 41) - (98) 3,384,000
2012/13 556,280 453,712 4,501 (900) (42) - (100) 3,459,000
2013/14 566,793 464,226 4,600 (920) (43) - (103) 3,535,000
2014/15 577,518 474,950 4,702 (940) (44) - (105) 3,613,000
2015/16 588,456 485,889 4,805 (961) (45) - (107) 3,692,000
2016/17 599,614 497,046 4,906 (981) (46) - (110) 3,770,000
2017/18 610,994 508,427 5,009 (1,002) 47) - (112) 3,848,000
2018/19 622,602 520,035 5,113 (1,023) (48) - (114) 3,929,000
2019/20 634,442 531,875 5,220 (1,044) (49) - (117) 4,010,000
2020/21 646,520 543,952 5,328 (1,066) (50) - (119) 4,093,000
2021/22 658,838 556,271 5,438 (1,088) (51) - (122) 4,178,000
2022/23 671,403 568,836 5,558 (1,112) (52) - (125) 4,270,000
2023/24 684,220 581,652 5,680 (1,136) (53) - (127) 4,364,000
2024/25 697,292 594,725 5,805 (1,161) (54) - (130) 4,459,000
2025/26 710,626 608,059 5,932 (1,188) (55) - (133) 4,557,000
2026/27 724,227 621,660 6,062 (1,212) (57) - (136) 4,657,000
2027/28 738,100 635,533 6,194 (1,239) (58) - (139) 4,758,000
2028/29 752,250 649,683 6,329 (1,266) (59) - (142) 4,862,000
2029/30 766,683 664,116 6,467 (1,293) (60) - (145) 4,967,000
2030/31 781,405 678,838 6,607 (1,321) (62) - (149) 5,075,000
2031/32 796,422 693,855 6,750 (1,350) (63) - (152) 5,185,000
2032/33 811,738 709,171 6,897 (1,379) (65) - (155) 5,297,000
2033/34 827,361 724,794 7,046 (1,409) (66) - (159) 5,412,000
2034/35 843,297 740,730 7,198 (1,440) (67) - (162) 5,529,000
2035/36 859,551 756,984 7,353 - (1,471) (69) - (1686) 5,648,000
2026/37 876,130 773,563 7,511 (1,502) (70) - (169) 5,769,000
3037/38 893,041 790,474 7,672 (1,534) (72) - (173) 5,893,000

Source: HdL Coren & Cone.

(1) Real property in the Project Area is assumed to increase by 2% annually. Other property is assumed to
remain constant at the Fiscal Year 2007/08 value. Does not include the estimated impact of assessment
appeals.

(2) The Base Year of the Project Area is Fiscal Year 1989/90 for the Original Area and 2001/02 for the Added
Area.

(3) Based on the Fiscal Year 2007/08 tax rate. Gross Tax Increment excludes supplemental revenues.
Reflects Section 33676 adjustments.

(4) Includes unitary revenue of $8,000.

(5) The actual County Administrative Charge for Fiscal Year 2007/08. Remaining years are estimated at
0.91% of gross tax increment revenue.
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TABLE 7
OAKLEY REDEVELOPMENT PROJECT AREA
PROJECTED DEBT SERVICE COVERAGE

Fiscal Year Gross Tax Series 2003 Bonds Debt Total Debt Total
(June 30) Revenues!” Debt Service® Service Service® Coverage
2008 $2,848,000 $575,733 $ 0 $ 575,733 495%
2009 2,898,000 573,053 0 573,053 506
2010 2,944,000 576,197 1,200,660 1,776,857 166
2011 3,013,000 574,380 1,200,660 1,775,040 170
2012 3,384,000 576,373 1,510,660 2,087,033 162
2013 3,459,000 573,405 1,538,260 2,111,665 164
2014 3,535,000 574,247 1,559,260 2,133,507 166
2015 3,613,000 573,224 1,583,860 2,157,084 167
2016 3,692,000 575,717 1,606,860 2,182,577 169
2017 3,770,000 572,934 1,633,260 2,206,194 171
2018 3,848,000 573,666 1,657,860 2,231,526 172
2019 3,929,000 573,392 1,650,105 2,223,497 177
2020 4,010,000 575,354 1,640,880 2,216,234 181
2021 4,093,000 575,988 1,635,725 2,211,713 185
2022 4,178,000 575,294 1,629,105 2,204,399 190
2023 4,270,000 573,271 1,625,980 2,199,251 194
2024 4,364,000 574,191 1,615,918 2,190,108 199
2025 4,459,000 573,094 1,614,428 2,187,522 204
2026 4,557,000 574,649 1,606,178 2,180,826 209
2027 4,657,000 574,314 1,601,740 2,176,054 214
2028 4,758,000 572,090 1,600,500 2,172,590 219
2029 4,862,000 0 1,996,000 1,996,000 244
2030 4,967,000 0 1,999,750 1,999,750 248
2031 5,075,000 0 1,995,250 1,995,250 254
2032 5,185,000 0 1,997,750 1,997,750 260
2033 5,297,000 0 1,996,750 1,996,750 265
2034 5,412,000 0 1,997,250 1,997,250 271
2035 5,529,000 0 1,999,000 1,999,000 277
2036 5,648,000 4] 1,996,750 1,996,750 283
2037 5,769,000 0 1,995,500 1,995,500 289
2038 5,893,000 0 1,995,000 1,995,000 295

Source: HdL Coren & Cone and E. J. De La Rosa & Co., Inc.

(1) See Table 6 above.

(2) Reflects payment of non-housing component of debt service (the remaining approximately 14.59% of
debt service is paid from the housing set-aside).

(3) Debt Service on Series 2003 Bonds and the Bonds calculated on a Bond Year basis, excluding the
portion of debt service on the Series 2003 Bonds expected to be paid from the l.ow and Moderate
Income Housing Fund, and excluding capitalized interest on the Bonds through September 1, 2009.

Assessment Appeals

Taxable property values determined by the County Assessor may be subject to
an appeal by the property owner. Assessment appeals are annually filed with the County
Assessment Appeals Board for a hearing and resolution. At the time of filing, applicants are
required to estimate an opinion of value. The resolution of an appeal may result in a reduction
to the Assessor’s original taxable value and a tax refund to the applicant/property owner. The
reduction in future project area taxable values and the refund of taxes affect all taxing entities,
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including the Agency. There are currently no appeal requests on record with the County from
the ten largest taxpayers in the Project Area which would decrease Fiscal Year 2007/08
assessed values in the Project Area. The Agency is unable to obtain information on any other
assessment appeals from the County at this time. The County has two (2) years from the date
of filing to rule on appeal requests. If the County reduces the assessed value of any parcel,
there can be no assurance that the reduction will be by the amount estimated by the Fiscal
Consultant. Also, additional appeals on property within the Project Area may be filed in the
future.

TAX EXEMPTION

General. In the opinion of Nossaman, Guthner, Knox & Elliott, LLP, Bond
Counsel, based on existing statutes, regulations, rulings and court decisions, interest on the
Bonds received by the Owners of the Bonds (the “Interest Portion”) is excludable from gross
income for federal income tax purposes. In the further opinion of Bond Counsel, the Interest
Portion is exempt from State of California personal income taxes. A copy of the proposed
opinion of Bond Counsel is set forth in APPENDIX D hereto.

The Internal Revenue Code of 1986 (the “Code”), imposes various restrictions,
conditions and requirements relating to the exclusion from gross income for federal income tax
purposes of interest on obligations such as the Bonds. The Agency has covenanted to comply
with certain restrictions designed to assure that the Interest Portion will not be includable in
federal gross income. Failure to comply with these covenants may result in the Interest Portion
being included in federal gross income, possibly from the date of execution and delivery of the
Bonds. The opinion of Bond Counsel assumes compliance with these covenants. Bond
Counsel has not undertaken to determine (or to inform any person) whether any actions taken
(or not taken) or events occurring (or not occurring) after the date of execution and delivery of
the Bonds may affect the value of, or the tax status of the Interest Portion. Further, no
assurance can be given that pending or future legislation or amendments to the Code, will not
adversely affect the value of, or the tax status of the Interest Portion of, the Bonds. Prospective
owners are urged to consult their own tax advisors with respect to proposals to restructure the
federal income tax.

Bond Counsel is further of the opinion that the Interest Portion is not a specific
preference item for purposes of the federal individual or corporate alternative minimum taxes.
Bond Counsel observes, however, that the Interest Portion is included in adjusted current
earnings in calculating corporate alternative minimum taxable income.

Prospective purchasers of the Bonds should be aware that (i) with respect to
insurance companies subject to the tax imposed by Section 831 of the Code, Section
832(b)(5)(B)(i) reduces the deduction for loss reserves by 15 percent of the sum of certain
items, including interest with respect to obligations such as that represented by the Bonds, (ii)
interest with respect to obligations such as those represented by the Bonds earned by certain
foreign corporations doing business in the United States could be subject to a branch profits tax
imposed by Section 884 of the Code, (iii) passive investment income, including interest with
respect to obligations such as those represented by the Bonds, may be subject to federal
income taxation under Section 1375 of the Code for subchapter S corporations having
subchapter C earnings and profits at the close of the taxable year and gross receipts more than
25% of which constitute passive investment income, and (iv) Section 86 of the Code requires
recipients of certain Social Security and certain Railroad Retirement benefits to take into
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account, in determining gross income, receipts or accruals of interest on obligations such as
those represented by the Bonds.

If the initial offering price to the public (excluding bond houses and brokers) at
which a Bond is sold is less than the amount payable at maturity thereof, then such difference
constitutes “original issue discount” for purposes of federal income taxes and State of California
personal income taxes. If the initial offering price to the public (excluding bond houses and
brokers) at which a Bond is sold is greater than the amount payable at maturity thereof, then the
excess of the tax basis of a purchaser of such Bond (other than a purchaser who holds such
Bond as inventory, stock in trade or for sale to customers in the ordinary course of business)
over the principal amount of such Bond constitutes “original issue premium” for purposes of
federal income taxes and State of California personal income taxes. De minimis original issue
discount is disregarded.

Under the Code, original issue discount is excludable from gross income for
federal income tax purposes to the same extent as the Interest Portion on the Bonds. Further,
such original issue discount accrues actuarially on a constant interest rate basis over the term
of each such Bond and the basis of such Bond acquired at such initial offering price by an initial
purchaser of each such Bond will be increased by the amount of such accrued discount. The
Code contains certain provisions relating to the accrual of original issue discount in the case of
purchasers of the such Bonds who purchase such Bonds after the initial offering of a substantial
amount thereof. Owners who do not purchase such Bonds in the initial offering at the initial
offering prices should consult their own tax advisors with respect to the tax consequences of
ownership of such Bonds. All holders of such Bonds should consult their own tax advisors with
respect to the allowance of a deduction for any loss on a sale or other disposition to the extent
that calculation of such loss is based on accrued original issue discount.

Under the Code, original issue premium is amortized for federal income tax
purposes over the term of such a Bond based on the purchaser’s yield to maturity in such
Bonds, except that in the case of such a Bond callable prior to its stated maturity, the
amortization period and the yield may be required to be determined on the basis of an earlier
call date that results in the lowest yield on such Bond. A purchaser of such a Bond is required
to decrease his or her adjusted basis in such Bond by the amount of bond premium attributable
to each taxable year in which such purchaser holds such Bond. The amount of bond premium
attributable to a taxable year is not deductible for federal income tax purposes. Purchasers of
such Bonds should consult their tax advisors with respect to the precise determination for
federal income tax purposes of the amount of bond premium attributable to each taxable year
and the effect of bond premium on the sale or other disposition of such a Bond, and with
respect to the state and local tax consequences of owning and disposing of such a Bond.

Certain agreements, requirements and procedures contained or referred to in the
Indenture and other relevant documents may be changed and certain actions may be taken or
omitted under the circumstances and subject to the terms and conditions set forth in those
documents, upon the advice or with the approving opinion of nationally recognized bond
counsel. Bond Counsel expresses no opinion as to any Bond or the interest payable with
respect thereto if any change occurs or action is taken or omitted upon the advice or approval of
counsel other than Bond Counsel.

Although Bond Counsel has rendered an opinion that the Interest Portion is

excludable from federal gross income, and that the Interest Portion is exempt from State of
California personal income taxes, the ownership or disposition of the Bonds, and the accrual or
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receipt of the Interest Portion may otherwise affect an Owner'’s state or federal tax liability. The
nature and extent of these other tax consequences will depend upon each Owner’s particular
tax status and the Owner’s other items of income or deduction. Bond Counsel expresses no
opinion regarding any such other tax consequences.

Future rulings, court decisions, legislative proposals, if enacted into law, or
clarification of the Code may cause interest on the Bonds to be subject, directly or indirectly, to
federal income taxation, or otherwise prevent Owners from realizing the full current benefit of
the tax status of such interest. As one example, on May 21, 2007, the United States Supreme
Court agreed to hear an appeal from a Kentucky state court which ruled that the United States
Constitution prohibited the state from providing a tax exemption for interest on bonds issued by
the state and its political subdivisions but taxing interest on obligations issued by other states
and their political subdivisions. There can be no assurance that such future rulings, court
decisions, legislative proposals, if enacted into law, or clarification of the Code enacted or
proposed after the date of issuance of the Bonds will not have an adverse effect on the tax
exempt status or market price of the Bonds.

Information Reporting and Backup Withholding. Information reporting
requirements will apply to interest (including original issue discount) paid after March 31, 2007
on tax-exempt obligations, including the Bonds. In general, such requirements are satisfied if
the interest recipient completes, and provides the payor with, a Form W-9, “Request for
Taxpayer Identification Number and Certification,” or unless the recipient is one of a limited
class of exempt recipients, including corporations. A recipient not otherwise exempt from
information reporting who fails to satisfy the information reporting requirements will be subject to
“backup withholding,” which means that the payor is required to deduct and withhold a tax from
the interest payment, calculated in the manner set forth in the Code. For the foregoing purpose,
a “payor” generally refers to the person or entity from whom a recipient receives its payments of
interest or who collects such payments on behalf of the recipient.

If an owner purchasing a Bond through a brokerage account has executed a
Form W-9 in connection with the establishment of such account, as generally can be expected,
no backup withholding should occur. In any event, backup withholding does not affect the
excludability of the interest with respect to the Bonds from gross income for Federal income tax
purposes. Any amounts withheld pursuant to backup withholding would be allowed as a refund
or a credit against the owner's Federal income tax once the required information is furnished to
the Internal Revenue Service.

CERTAIN LEGAL MATTERS

Nossaman, Guthner, Knox & Elliott, LLP, Irvine, California, Bond Counsel, will
render an opinion with respect to the validity and enforceability of the Indenture, and as to the
validity of the Bonds. Certain matters will be passed upon for the Agency by the City Attorney,
as its general counsel.

LITIGATION

There is no action, suit or proceeding pending or, to the knowledge of the Agency
officials, threatened, restraining or enjoining the creation of the Project Area or the execution or
delivery of the Bonds or the Indenture, or in any way contesting or affecting the validity of the
foregoing or any proceedings of the Agency or the City taken with respect to any of the
foregoing.
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FINANCIAL ADVISOR

The Agency has retained Public Financial Management, Inc., San Francisco,
California, as Financial Advisor (the “Financial Advisor”) for the sale of the Bonds. The
Financial Advisor is not obligated to undertake, and has not undertaken to make, an
independent verification or to assume any responsibility for the accuracy, completeness of
fairness of the information contained in this Official Statement. The Financial Advisor is an
independent advisory firm and is not engaged in the business of underwriting, trading, or
distributing municipal or other public securities.

PROFESSIONAL FEES

In connection with the execution of the Bonds, fees payable to Nossaman,
Guthner, Knox & Elliott, LLP, as Bond Counsel and Disclosure Counsel, Public Financial
Management, Inc. as Financial Advisor and Wells Fargo Bank, National Association, as
Trustee, are contingent upon the execution and delivery of the Bonds.

RATINGS

The Bonds will be assigned ratings of “AAA” and “AA” by Standard & Poor’s
(“S&P”), a Division of McGraw-Hill Companies, and Fitch Ratings (“Fitch”), respectively, based
on the issuance by the Insurer of the Insurance Policy with respect to the Bonds. The Bonds
have been assigned ratings of “A-" and “A-" by S&P and Fitch, respectively, without regard to
the issuance of the Policy.

The ratings reflect only the views of the respective rating agency, and any
explanation of the significance of such ratings should be obtained from the rating agencies.
There is no assurance that the ratings will be retained for any given period of time or that the
same will not be revised downward or withdrawn entirely by the rating agencies if, in the
judgment of the rating agencies, circumstances so warrant. The Agency undertakes no
responsibility to oppose any such revision or withdrawal. Any such downward revision or
withdrawal of the ratings obtained may have an adverse effect on the market price of the Bonds.

The above ratings are not recommendations to buy, sell or hold the Bonds, and
such ratings may be subject to revision or withdrawal at any time by the rating agencies. Each
of the rating agencies has recently issued press releases or reports stating that they are
examining the potential effects of downturns in the market for structured finance (“SF”)
instruments, including collateralized debt obligations (“CDOs”) and residential mortgage-backed
securities ("RMBS”), on the claims-paying ability of the bond insurance companies, including the
Insurer. Any downward revision or withdrawal of any of the above ratings may have an adverse
effect on the market price of the Bonds.

UNDERWRITING

The Agency has agreed to sell the Bonds to the Authority, and the Authority has
agreed to sell the Bonds to E. J. De La Rosa & Co., Inc. (the “Underwriter”). The Underwriter
has agreed, subject to certain conditions, to purchase the Bonds at a purchase price of
$24,506,612.95 (the principal amount of the Bonds, less an Underwriter's discount in the
amount of $119,201.25, and less net original issue discount of $469,185.80). The obligations of
the Underwriter are subject to certain conditions precedent, and they will be obligated to
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purchase all such Bonds if any such Bonds are purchased. The public offering prices of the
Bonds may be changed from time to time by the Underwriter.

The Underwriter reserves the right to join with dealers and other underwriters in
offering the applicable Series of Bonds to the public. The Underwriter may offer and sell such
Series to certain dealers (including dealers depositing Bonds into investment trusts) at prices
lower than the public offering prices, and such dealers may reallow any such discounts on sales
to other dealers.

MISCELLANEOUS

References are made herein to certain documents and reports which are brief
summaries and do not purport to be complete or definitive. Prospective purchasers of the
Bonds are advised to refer to such documents and reports for full and complete statements of
their contents. Any statements in this Official Statement involving matters of opinion, whether or
not expressly so stated, are intended as such and not as representations of fact. This Official
Statement is not to be construed as a contract or agreement between the Agency and the
purchasers or Owners of any of the Bonds. The execution of this Official Statement and its use
in connection with the offering of the Bonds for sale have been authorized by the Agency.

OAKLEY REDEVELOPMENT AGENCY

By: /s/ Bryan Montgomery
Executive Director
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APPENDIX A

SUMMARY OF INDENTURE

Definitions

“Additional Revenues” means, as of the date of calculation, the amount of Tax
Revenues which, as shown in the Report of an Independent Fiscal Consultant, are estimated to
be receivable by the Agency within the Fiscal Year following the Fiscal Year in which such
calculation is made as a result of increases in the assessed valuation of taxable property in the
Project Area due to (i) transfer of ownership or any other interest in real property which has
been recorded but which is not then reflected on the tax rolls and/or, (ii) inflation at an assumed
annual inflation rate equal to the lesser of (a) the annual rate of inflation for the preceding
twelve- month period for which figures are available or (b) two percent (2%), but only if the rate
of inflation had increased by at least two percent (2%) in each of the preceding five Fiscal
Years, and/or (iii) new construction for which building permits have been issued by the City
pursuant to which construction has been completed. For purposes of this definition, the term
“increases in the assessed valuation” means the amount by which the assessed valuation of
taxable property in the Project Area is estimated to increase above the assessed valuation of
taxable property in the Project Area (as evidenced in the written records of the County) as of the
date on which such calculation is made.

“Annual Debt Service” for the Bonds and any Parity Bonds means, for each Bond
Year, the sum of (1) the interest falling due on such Outstanding indebtedness in such Bond
Year, assuming that such Outstanding indebtedness is retired as scheduled and that any
mandatory sinking fund account payments are made as scheduled, and (2) the principal amount
of such Outstanding indebtedness falling due by their terms in such Bond Year including any
principal required to be prepaid by operation of mandatory sinking fund payments, together with
the redemption premiums, if any, thereon.

“Bond Counsel” means any attorney or firm of attorneys nationally recognized for
expertise in rendering opinions as to the legality and tax-exempt status of securities issued by
public entities and selected by the Agency.

“‘Bond Year” means, with respect to the Bonds, the twelve-month period ending
on September 2 of each year; provided, however, that the first Bond Year shall begin on the
Closing Date and end on September 2, 2008.

“Business Day” means any day other than a Saturday, a Sunday or a day on
which banking institutions in New York, New York and Los Angeles, California, are authorized
or obligated by law to be closed.

“Certificate of the Agency” means an instrument in writing signed by either the
Chair, the Executive Director, or by any other officer of the Agency duly authorized by the
Agency for that purpose.

“Code” means the Internal Revenue Code of 1986, as amended. Any reference
to a provision of the Code shall be deemed to include the applicable Tax Regulations
promulgated with respect to such provision.



“County” means the County of Contra Costa, California.

“County Assessor’ means the person who holds the office in the County in which
the Agency is located designated as the County Assessor, or one of his duly appointed
deputies, or any person or persons performing substantially the same duties in the event said
office is ever abolished or changed.

“County Auditor-Controller” means the person who holds the office in the County
in which the Agency is located designated as the County Auditor-Controller, or one of his duly
appointed deputies, or any person or persons performing substantially the same duties in the
event Said office is ever abolished or changed.

“Debt Service” for the Bonds and any Parity Bonds means, with respect to an
Interest Payment Date or Principal Payment Date (1)the interest faling due on such
Outstanding indebtedness on such Interest Payment Date, assuming that such Outstanding
indebtedness is retired as scheduled and that any mandatory sinking fund account payments
are made as scheduled, and (2) the principal amount of such Outstanding indebtedness falling
due by their terms on such Principal Payment Date, including any principal required to be
prepaid by operation of mandatory sinking fund payments, together with the redemption
premiums, if any, thereon.

“Event of Default” means any of the events described in the Indenture.

“Federal Securities” means direct general obligations of the United States of
America (including obligations issued or held in book-entry form on the books of the Department
of the Treasury of the United States of America).

“Fiscal Year” means any twelve-month period extending from July 1 in one
calendar year to June 30 of the succeeding calendar year, both inclusive, or any other twelve-
month period hereafter selected and designated by the Agency as its official fiscal year period.

“Housing Tax Revenues” means those Tax Revenues which are required to be
deposited into the Low and Moderate Income Housing Account pursuant to Sections 33334.2,
33334.3 and 33334.6 of the Law.

“Independent Certified Public Accountant” means any accountant or firm of such
accountants duly licensed or registered or entitled to practice and practicing as such under the
laws of the State of California, appointed by the Agency, and who, or each of whom:

(1) is in fact independent and not under domination of the Agency;

(2) does not have any substantial interest, direct or indirect, with the
Agency; and

(3) is not connected with the Agency as an officer or employee of the
Agency, but who may be regularly retained to make reports to the Agency.

“Independent Fiscal Consultant” means any financial consultant or firm of such
consultants appointed by the Agency, and who, or each of whom:

(1) is in fact independent and not under domination of the Agency;
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(2) does not have any substantial interest, direct or indirect, with the
Agency; and

(3) is not connected with the Agency as an officer or employee of the
Agency, but who may be regularly retained to make reports to the Agency.

“Interest Payment Date” means September 1 and March 1 in any year in which
Bonds are Outstanding, commencing September 1, 2008.

“Law” means the Community Redevelopment Law of the State of California,
constituting Part 1 (commencing with Section 33000) of Division 24 of the Health and Safety
Code of the State of California, as amended and supplemented.

“Low and Moderate Income Housing Account” means the account by that name
established and held by the Agency.

“Maximum Annual Debt Service” means, as of the date of calculation, the largest
amount of Annual Debt Service on all Outstanding Bonds for the current or any future Bond
Year.

“Outstanding,” when used as of any particular time with reference to Bonds,
means all Bonds except-

(1 Bonds therefore canceled by the Trustee or surrendered to the
Trustee for cancellation;

(2) Bonds paid or deemed to have been paid; and

(3) Bonds in lieu of or in substitution for which other Bonds shall have
been authorized, executed, issued and delivered by the Agency pursuant to the Indenture or
any Parity Bond Indenture.

“Owner” or “Bondowner” means the person or persons whose name appears on
the registration books maintained by the Trustee as the registered owner of a Bond or Bonds.

“Parity Bond Indenture” means the any agreement, resolution or other instrument
then in full force and effect which has been duly adopted by the Agency, relating to the issuance
of Parity Bonds, including a supplement to the Indenture; but only if and to the extent that such
Parity Bond Indenture is specifically authorized under the Indenture.

“Parity Bonds” means any bonds, notes, loans, advances, or indebtedness
issued or incurred by the Agency payable from all or a portion of Tax Revenues on a parity with
the Bonds in accordance with the provisions of Sections 3.03 and 3.04 of the Indenture.



“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 is entitled to conclusively rely upon any direction of
the Agency as a certification that such investment constitutes a Permitted Investment):

A. The following obligations may be used as Permitted Investments for all
purposes, including defeasance investments in refunding escrow accounts (no premium credit
shall be given for the investment of accrued and/or capitalized interest):

(1) Cash (insured at all times by the Federal Deposit Insurance
Corporation),

(2) Obligations of, or obligations guaranteed as to principal and
interest by, the U.S. or any agency or instrumentality thereof, when such obligations are backed
by the full faith and credit of the U.S. including:

U.S. treasury obligations

All direct or fully guaranteed obligations

Farmers Home Administration

General Services Administration

Guaranteed Title Xl financing

Government National Mortgage Association (GNMA)
State and Local Government Series

Any security used for defeasance must provide for the timely payment of
principal and interest and cannot be callable or prepayable prior to maturity or earlier
redemption of the rated debt (excluding securities that do not have a fixed par value and/or
whose terms do not promise a fixed dollar amount at maturity or call date).

B. The following may to be used as Permitted Investments for all purposes
other than defeasance investments in refunding escrow accounts.

(1) Obligations of any of the following federal agencies which
obligations represent the full faith and credit of the United States of America, including:

Export-Import Bank

Rural Economic Community Development Administration
U.S. Maritime Administration

Small Business Administration

U.S. Department of Housing & Urban Development (PHAs)
Federal Housing Administration

Federal Financing Bank

(2) Direct obligations of any of the following federal agencies which
obligations are not fully guaranteed by the full faith and credit of the United States of America:

e Senior debt obligations issued by the Federal National Mortgage
Association (FNMA) or Federal Home Loan Mortgage Corporation
(FHLMC).

¢ Obligations of the Resolution Funding Corporation (REFCORP)
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¢ Senior debt obligations of the Federal Home Loan Bank System
e Senior debt obligations of other Government Sponsored Agencies
approved by the Insurer

(3) U.S. dollar denominated deposit accounts, federal funds and
bankers’ acceptances with domestic commercial banks which have a rating on their short term
certificates of deposit on the date of purchase of “P-1” by Moody’s and “A-1” or “A-1+” by S&P
and maturing not more than 360 calendar days after the date of purchase. (Ratings on holding
companies are not considered as the rating of the bank);

4) Commercial paper which is rated at the time of purchase in the
single highest classification, “P-1” by Moody’s and “A-1+" by S&P and which matures not more
than 270 calendar days after the date of purchase;

(5) Investments in a money market fund rated “AAAmM” or “AAAM-G”
or better by S&P;

(6) Pre-refunded Municipal Obligations defined as follows: any bonds
or other obligations of any state of the United States of America or of any agency,
instrumentality or local governmental unit of any such state which are not callable at the option
of the obligor prior to maturity or as to which irrevocable instructions have been given by the
obligor to call on the date specified in the notice; and

(a) which are rated, based on an irrevocable escrow account
or fund (the “escrow”), in the highest rating category of Moody’s or S&P or any successors
thereto; or

(b)(i) which are fully secured as to principal and interest and
redemption premium, if any, by an escrow consisting only of cash or obligations described in
paragraph A(2) above, which escrow may be applied only to the payment of such principal of
and interest and redemption premium, if any, on such bonds or other obligations on the maturity
date or dates thereof or the specified redemption date or dates pursuant to such irrevocable
instructions, as appropriate, and (ii) which escrow is sufficient, as verified by a nationally
recognized independent certified public accountant, to pay principal of and interest and
redemption premium, if any, on the bonds or other obligations described in this paragraph on
the maturity date or dates specified in the irrevocable instructions referred to above, as
appropriate;

(7) Municipal Obligations rated “Aaa/AAA” or general obligations of States
with a rating of “A2/A” or higher by both Moody’s and S&P;

(8) Investment Agreements approved in writing by the Insurer (supported
by appropriate opinions of counsel);

(9) other forms of investments (including repurchase agreements)
approved in writing by the Insurer;

(10) The Local Agency Investment Fund of the State or any state
administered pool investment fund in which the Agency is statutorily permitted or required to
invest will be deemed a permitted investment; and



(11)  The California Asset Management Program, which constitutes
shares in a California common law trust established pursuant to Section 6509.7 of Title 1,
Division 7, Chapter 5 of the Government Code of the State of California which invests
exclusively in investments permitted by subdivision (o) of Section 53601 of Title 5, Division 2,
Chapter 4 of the Government Code of California, as it may be amended.

C. The value of the above investments shall be determined as follows:

(a) For the purpose of determining the amount in any fund, all
Permitted Investments credited to such fund shall be valued at fair market value. The Trustee
shall determine the fair market value based on accepted industry standards and from accepted
industry providers. Accepted industry providers shall include but are not limited to pricing
services provided by Financial Times Interactive Data Corporation, Merrill Lynch, Citigroup
Global Markets Inc., Bear Stearns, or Lehman Brothers.

(b) As to certificates of deposit and bankers’ acceptances: the face
amount thereof, plus. accrued interest thereon; and

(c) As to any investment not specified above: the value thereof
established by prior agreement among the Agency, the Trustee, and the Insurer.

“Plan Limitations” means the limitations contained or incorporated in the
Redevelopment Plan on (a) the aggregate principal amount of indebtedness payable from Tax
Revenues which may be outstanding at any time, (h) the aggregate amount of taxes which may
be divided and allocated to the Agency pursuant to the Redevelopment Plan, (c) the period of
time for establishing or incurring indebtedness payable from Tax Revenues and (d) the period of
time for receiving Tax Revenues any purpose, established pursuant to Section 33333.4 or
33333.6 of the Law.

“Principal Corporate Trust Office” means the Trustee’s principal corporate trust
office in San Francisco, California, or such other office designated by the Trustee from time to
time.

“Principal Payment Date” means September 1 in each year in which any of the
Bonds mature by their respective terms; and with respect to any Parity Bond means the stated
maturity date of such Parity Bond.

“Project” or “Redevelopment Project” means the undertaking of the Agency
pursuant to the Redevelopment Plan, as amended, and the Law for the redevelopment of the
Project Area.

“Project Area” or “Redevelopment Project Area” means the Project Area
described in the Redevelopment Plan.

“Record Date” means, with respect to any Interest Payment Date, the close of
business on the fifteenth calendar day of the month preceding such Interest Payment Date,
whether or not such day is a Business Day.

“Redevelopment Consultant” means any consultant or firm of consultants
appointed by the Agency and judged by the Agency to have experience in matters relating to
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the collection of Tax Revenues or otherwise with respect to financing in redevelopment project
areas, and who, or each of whom:

1) is in fact independent and not under domination of the Agency;

(2) does not have any substantial interest, direct or indirect, with the
Agency; and

(3) is not connected with the Agency as an officer or employee of the
Agency, but who may be regularly retained to make reports to the Agency.

“‘Redevelopment Plan” or “Plan” means the Redevelopment Plan for the Oakley
Redevelopment Project Area, approved by Ordinance No. 89-89 enacted by the Board of
Supervisors of Contra Costa County on December 21, 1989, as predecessor to the City,
together with all amendments thereto at any time duly authorized pursuant to the Law.

“Report” means a Report in writing signed by an Independent Certified Public
Accountant, Independent Fiscal Consultant or Redevelopment Consultant and including:

1) a statement that the person or firm making or giving such Report
has read the pertinent provisions of the Indenture to which such Report relates;

(2) a brief statement as to the nature and scope of the examination or
investigation upon which the Report is based; and

(3) a statement that, in the opinion of such person or firm, sufficient
examination or investigation was made as is necessary to enable said consultant to express an
informed opinion with respect to the subject matter referred to in the Report.

“Reserve Requirement” with respect to the Bonds as of the Closing Date, an
amount equal to the lesser of (i) 10% of the initial outstanding principal amount of the Bonds; (ii)
Maximum Annual Debt Service on the Outstanding Bonds; or (iii) 125% of Average Annual Debt
Service on the Bonds, and thereafter means an amount equal to the lesser of the initial Reserve
Requirement or Maximum Annual Debt Service on the Outstanding Bonds.

“Senior Lien Bonds” means the Redevelopment Agency of the City of Oakley
Taxable Tax Allocation Bonds, Series 2003 (Oakley Redevelopment Project Area), as described
in the Senior Lien Indenture.

“Senior Lien Indenture” means the Indenture of Trust, dated as of November 1,
2003, relating to the issuance of the Senior Lien Bonds.

“State” means the State of California.

“Subordinate Debt” means any loans, advances or indebtedness issued or
incurred by the Agency, including administrative expenses of the Agency, which are either: (a)
payable from, but not secured by a pledge of or lien upon, the Tax Revenues; or (b) secured by
a pledge of or lien upon the Tax Revenues which is subordinate to the pledge of and lien upon
the Tax Revenues under the Indenture for the security of the Bonds.

“Tax Regulations” means temporary and permanent regulations promulgated
under Section 103 and related provisions of the Code.
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“Tax Revenues” means amounts remaining after payment of all amounts
required to be paid pursuant to the Senior Lien Indenture from all taxes annually allocated to the
Agency with respect to the Project Area following the Closing Date within the Plan Limitations
pursuant to Article 6 of Chapter 6 (commencing with Section 33670) of the Law and Section 16
of Article XVI of the Constitution of the State and as provided in the Redevelopment Plan
payable to or retained by the Agency, including (a) all payments, subventions and
reimbursements (if any) to the Agency specifically attributable to ad valorem taxes lost by
reason of tax exemptions and tax rate limitations, and (b) all amounts of such taxes required to
be deposited into the Low and Moderate income Housing Fund in any Fiscal Year pursuant to
Section 33334.3 of the Law, but only to the extent such amounts are specifically pledged to the
payment of principal, interest and premium (if any) with respect to the Bonds and any Parity
Bonds, but excluding (i) all amounts of such taxes required to be deposited in the Low and
Moderate Income Housing Fund (and not includable as set forth in (b) above), (ii) all amounts of
such taxes which are payable to entities other than the Agency pursuant to the Tax Sharing
Agreements to the extent such Tax Sharing Agreements create a prior lien on such taxes and
such entities other than the Agency have not subordinated their right to receive payments, and
(iii) amounts, if any, payable by the State to the Agency under and pursuant to the provisions of
Chapter 1.5 of Part 1 of Division 4 of Title 2 (commencing with Section 16110) of the
Government Code of the State, with the resulting amount reduced by all amounts of such taxes
which are payable to entities other than the Agency pursuant to the Tax Sharing Statutes to the
extent such Tax Sharing Statutes create a prior lien on such taxes and such entities other than
the Agency have not subordinated their right to receive payments.

“Tax Sharing Statutes” means Section 33607.7 of the Law and, to the extent
incorporated pursuant to such Section 33607.7, Section 33607.5 of the Law.

“Tax Sharing Agreements” means (i) the agreement by and between the Agency,
as successor to the Contra Costa County Redevelopment Agency, and the Oakley Fire
Protection District dated as of December 21, 1989, (ii) the agreement by and between the
Agency, as successor to the Contra Costa County Redevelopment Agency, and the Contra
Costa Mosquito Abatement District dated as of December 21, 1989, (iii) the agreement by and
between the Agency, as successor to the Contra Costa County Redevelopment Agency, and
the East Bay Regional Park District dated as of December 21, 1989, (iv) the agreement by and
between the Agency, as successor to the Contra Costa County Redevelopment Agency, and
the Antioch Unified School District dated as of March 28, 1990, (v) the agreement by and
between the Agency, as successor to the Contra Costa County Redevelopment Agency, and
the Oakley Union School District dated as of February 14, 1990, (vi) the agreement by and
between the Agency, as successor to the Contra Costa County Redevelopment Agency, and
the Liberty High School District dated as of February 14, 1990, (vii) the agreement by and
between the Agency, as successor to the Contra Costa County Redevelopment Agency, and
the Contra Costa County Office of Education dated as of December 21, 1989, and (viii) the
Jurisdictional Transfer Agreement by and among the Agency, the Contra Costa County
Redevelopment Agency, the County and the City, dated as of December 1, 2000 (copies of
which are on file in the office of the Secretary of the Agency).

“Treasurer” means the Treasurer of the Agency appointed pursuant to the Law,
or other duly appointed officer of the Agency authorized by the Agency by resolution delivered
to the Trustee or by law to perform the functions of the treasurer including, without limitation, the
Assistant Treasurer of the Agency, if any.



Transfer and Exchange of Bonds

Any Bond may, in accordance with its terms, be transferred, upon the registration
books kept by the Trustee for such purpose, by the person in whose name it is registered in
person or by his duly authorized attorney upon surrender of such Bond for cancellation
accompanied by delivery of a written instrument of transfer in a form acceptable to the Trustee
duly executed. No transfers of Bonds shall be required to be made (i) during the period fifteen
days prior to the date established by the Trustee for selection of Bonds for redemption or (ii)
with respect to a Bond after such Bond has been selected for redemption.

Bonds may be exchanged at the Principal Corporate Trust Office of the Trustee,
for a like aggregate principal amount of Bonds of authorized denominations and of the same
series and maturity. No exchanges of Bonds shall be required to be made (i) during the period
fifteen days prior to the date established by the Trustee for selection of Bonds for redemption or
(ii) with respect to a Bond after such Bond has been selected for redemption.

Bonds Mutilated, Lost, Destroyed or Stolen

If any Bond shall become mutilated the Agency, at the expense of the Owner of
said Bond, shall execute and the Trustee shall thereupon deliver a new Bond of like series,
tenor and principal amount in exchange and substitution for the Bond so mutilated but only upon
surrender to the Trustee of the Bond so mutilated. If any Bond shall be lost, destroyed or
stolen, evidence of such loss, destruction or theft may be submitted to the Agency and the
Trustee and, if such evidence be satisfactory to both and indemnity satisfactory to them shall be
given, the Agency, at the expense of the Owner, shall execute and the Trustee shall thereupon
authenticate and deliver a new Bond of like series, tenor and principal amount in lieu of and in
substitution for the Bond so lost, destroyed or stolen.

Establishment and Maintenance of Project Fund

There is established a fund entitled the “Oakley Redevelopment Project Area
Project Fund” (the “Project Fund”) which shall be held and administered by the Agency in
accordance with the Indenture. All proceeds and all investment earnings thereon shall be
disbursed and expended for eligible costs of the Redevelopment Project, including payment of
Costs of Issuance. The Project Fund may contain such accounts and subaccounts as are
necessary to account for the proceeds of the Bonds under applicable Agency rules and
procedures. :

Proceedings for Issuance of Parity Bonds

Whenever the Agency shall determine to issue Parity Bonds, the Agency shall
authorize the execution of a Parity Bond Indenture specifying the principal amount and
prescribing the form of such Parity Bonds and providing the terms, conditions, distinctive
designation, denominations, date, maturity date or dates, interest rate or rates (or the manner of
determining same), redemption provisions and place or places of payment of principal or of
premium (if any) and interest on such Parity Bonds, and any other provisions respecting the
Parity Bonds not inconsistent with the terms of the Indenture.



Issuance of Senior Lien Bonds

The Agency covenants not to issue any obligations on parity with the Senior Lien
Bonds, or any other obligation with a lien on Tax Revenues senior to the lien of the Bonds.

Pledge of Tax Revenues

The Bonds shall be secured by a pledge (which pledge shall be effected in the
manner and to the extent provided in the Indenture) of all of the Tax Revenues (except as
otherwise provided in the Indenture), and by a pledge of all of the moneys in the Special Fund,
the Interest Account, the Principal Account, the Reserve Account and the Redemption Fund.
Tax Revenues shall be initially allocated solely to the payment of the principal and interest, and
redemption premium, if any, of the Bonds and to the Reserve Account; provided that out of the
Tax Revenues there may be apportioned such amounts for such other purposes as are
expressly permitted. The pledge and allocation of Tax Revenues is for the exclusive benefit of
the Bonds and any Parity Bonds and shall be irrevocable until all of the Bonds have been paid
and retired or until moneys have been set aside with the Trustee irrevocably for that purpose. In
consideration of the acceptance of the Bonds by those who shall own them from time to time,
the Indenture shall be deemed to be and shall constitute a contract between the Agency and the
Owners from time to time of the Bonds and the covenants and agreements in the Indenture set
forth to be performed on behalf of the Agency shall be for the equal and proportionate security
and protection of all Owners of the Bonds without preference, priority or distinction as to security
or otherwise of any of the Bonds over any of the others by reason of the number or date thereof,
of the time of sale, execution and delivery thereof, or otherwise for any cause whatsoever,
except as expressly provided therein or in the Indenture.

Special Fund; Deposit of Tax Revenues

There is hereby established a special fund to be known as the “Oakley
Redevelopment Project Area Special Fund” (the “Special Fund”’), which shall be held by the
Trustee. The Agency shall immediately upon receipt of Tax Revenue deposit Tax Revenues in
the Special Fund, until such time during such Bond Year as the amounts on deposit in the
Special Fund equal the aggregate amounts required to be transferred to the Trustee for deposit
into the Interest Account, the Principal Account, the Sinking Account and the Redemption
Account in such Bond Year and for deposit in such Bond Year into the funds and accounts
established with respect to Parity Bonds. Any Tax Revenues received by the Agency during
any Bond Year in excess of the amounts required to be transferred to the Trustee for deposit
into the Interest Account, the Principal Account and the Reserve Account in such Bond Year,
shall be released from the pledge and lien under the Indenture and may be used for any lawful
purpose of the Agency.

Establishment and Maintenance of Accounts

All moneys in the Special Fund shall be transferred and set aside by the Trustee
in the following respective special accounts of the Special Fund (each of which is hereby
created to be held in trust by the Trustee) in the following order of priority:

(a) Interest Account. On or before the fifth (5th) Business Day
preceding each date on which scheduled interest on the Bonds becomes due
and payable, the Trustee shall transfer from the Special Fund and set aside in
the Interest Account an amount which, when added to the amount contained in
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the Interest Account will be equal to the aggregate amount of the interest
becoming due and payable on the Outstanding Bonds on such Interest Payment
Date. No deposit need be made into the Interest Account if the amount
contained therein is at least equal to the interest to become due on the next
succeeding Interest Payment Date upon all of the Bonds issued under the
Indenture and then Qutstanding. All moneys in the Interest Account shall be
used and withdrawn by the Trustee solely for the purpose of paying the interest
on the Bonds as it shall become due and payable.

(b) Principal Account. On or before the fifth (5th) Business Day
preceding each date on which scheduled principal on the Bonds becomes due
and payable, the Trustee shall transfer from the Special Fund and set aside in
the Principal Account an amount which, when added to the amount contained in
the Principal Account will be equal to the principal becoming due and payable on
the Bonds on such Principal Payment Date, whether by reason of scheduled
maturity or mandatory sinking fund redemption. No deposit need be made into
the Principal Account if the amount contained therein is at least equal to the
principal to become due. All moneys in the Principal Account shall be used and
withdrawn by the Trustee solely for the purpose of paying the principal on the
Bonds as it shall become due and payable, whether by reason of scheduled
maturity or mandatory sinking fund redemption.

(c) Reserve Account. The Reserve Account shall initially be funded,
and shall continuously be funded, in an amount equal to the Reserve
Requirement. The Reserve Account shall initially be funded by the deposit of
proceeds of the Bonds. On or before the fifth (5th) Business Day preceding each
date on which interest or principal on the Bonds becomes due and payable, and
after the deposits required pursuant to the preceding subparagraphs have been
made, the Trustee shall withdraw from the Special Fund and deposit in the
Reserve Account an amount of money, if any, required to maintain the Reserve
Account in the full amount of the Reserve Requirement. No deposit need be
made in the Reserve Account so long as there shall be on deposit therein a sum
equal to at least the amount required by this paragraph to be on deposit therein.
All money in the Reserve Account shall be used and withdrawn by the Trustee
solely for the purpose of replenishing the Interest Account and the Principal
Account, in such order, in the event of any deficiency at any time in any of such
accounts, or for the purpose of paying the interest on or principal of, or
redemption premiums, if any, on the Bonds in the event that no other money of
the Agency is lawfully available therefor, or for the retirement of all the Bonds
then Outstanding, except that so long as the Agency is not in default under the
Indenture, any amount in the Reserve Account in excess of the amount required
by this paragraph to be on deposit therein on September 2 of each year, except
as in the Indenture otherwise provided, shall be transferred to the Interest
Account. With the prior written consent of the Insurer, the Reserve Requirement
may be satisfied by crediting to the Reserve Account moneys, a letter of credit, a
bond insurance policy, any other comparable credit facility or any combination
thereof, for which the Agency has received confirmation from any rating agency
than rating the Bonds that replacement will not adversely affect the rating on the
Bonds and which in the aggregate make funds available in the Reserve Account
in an amount equal to the Reserve Requirement; provided, however, the provider
of any such letter of credit, bond insurance policy or other comparable credit
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facility, must be rated in one of the two highest rating categories by Standard &
Poor’s at the time of delivery of such letter of credit, bond insurance policy or
other comparable credit facility. Upon the deposit with the Trustee of such letter
of credit, bond insurance policy or other comparable credit facility, the Trustee
shall transfer moneys then on hand in the Reserve Account to the Agency to be
applied for lawful redevelopment purposes. In the event of a downgrade revision
in the rating of such letter of credit, bond insurance policy or other comparable
credit facility provided after the Closing, the Agency shall promptly transfer all
available surplus described in (d) below to the Reserve Account until the earlier
of (i) the time when the amount in the Reserve Account equals the Reserve
Requirement in which case the Agency shall thereafter terminate the facility or
(ii) the time when the Agency secures a substitute letter of credit, bond insurance
policy or other credit facility for the Bonds.

(d) Payments to Insurer. To the extent any amounts are due and
owing to the Insurer, the Trustee, after making the deposits specified above, shall
pay to the Insurer such other amounts not paid to an Owner pursuant to
subparagraph (a) or (b) above.

(e) Surplus. Except as may be otherwise provided in any Parity Bond
Indenture, the Agency shall not be obligated to transfer to the Trustee for deposit
in the Special Fund in any Bond Year an amount of Tax Revenues which,
together with other available amounts in the Special Fund, exceeds the accounts
required in such Bond Year. In the event that for any reason whatsoever any
amounts shall remain on deposit in the Special Fund on any September 2 after
making all of the transfers theretofore required to be made pursuant to the
preceding clauses (a), (b) and (c) and pursuant to any Parity Bond Indenture, the
Trustee shall transfer such amounts to the Agency for use for any lawful purpose.

Punctual Payment

The Agency will punctually pay or cause to be paid the principal and interest to
become due in respect of all the Bonds in strict conformity with the terms of the Bonds and of
the Indenture, and it will faithfully observe and perform all of the conditions, covenants and
requirements of the Indenture and all Parity Bond Indentures and of the Bonds. Nothing in the
Indenture contained shall prevent the Agency from making advances of its own moneys
howsoever derived to-any of the uses or purposes permitted by law.

Extension of Time for Payment

In order to prevent any accumulation of claims for interest after maturity, the
Agency will not, directly or indirectly, extend or consent to the extension of the time for the
payment of any claim for interest on -any of the Bonds and will not, directly or indirectly, approve
any such arrangement by purchasing or funding said claims for interest or in any other manner.
In case any such claim for interest shall be extended or funded whether or not with the consent
of the Agency, such claim for interest so extended or funded shall not be entitled, in case of
default under the Indenture to the benefits of the Indenture, except subject to the prior payment
in full of the principal of all of the Bonds then Outstanding and of all claims for interest which
shall not have been so extended or funded.
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Against Encumbrances

Except for Parity Bonds, the Agency covenants and agrees that it will not issue
any other obligations payable, as to either principal or interest, from the Tax Revenues which
have, or purport to have, any lien upon the Tax Revenues superior to or on a parity with the lien
of the Bonds; provided, however, that nothing in the Indenture shall prevent the Agency from
issuing and selling pursuant to law refunding bonds or other refunding obligations payable from
and having a lien on a parity basis with all Outstanding Parity Bonds upon the Tax Revenues if
such refunding bonds or other refunding obligations are issued and are sufficient for the
purpose of refunding all or a portion of the Bonds then Outstanding, or from issuing obligations
which have a lien on Tax Revenues subordinate to the Bonds.

Protection of Security and Rights of Bondowners

The Agency will preserve and protect the security of the Bonds and the rights of
the Bondowners, and will warrant and defend their rights against all claims and demands of all
persons. From and after the sale and delivery of any of the Bonds by the Agency the Bonds
shall be incontestable by the Agency.

Payments of Taxes and Other Charges

The Agency will pay and discharge, or cause to be paid and discharged, all
taxes, service charges, assessments and other governmental charges which may hereafter be
lawfully imposed upon the Agency or the properties then owned by the Agency in the Project
Area, or upon the revenues therefrom, when the same shall become due. Nothing in the
Indenture contained shall require the Agency to make any such payment so long as the Agency
in good faith shall contest the validity of said taxes, assessments or charges. The Agency will
duly observe and conform with all valid requirements of any governmental authority relative to
the Redevelopment Project or any part thereof.

Co'mpliance with Law, Completion of Redevelopment Project

The Agency will comply with all applicable provisions of the Law in completing
the Redevelopment Project including, without limitation, duly noticing and holding any public
hearing required by either Section 33445 or 33679 of the Law prior to application of proceeds of
the Bonds to any portion of the Project subject to either Section 33445 or 33679. The Agency
will commence, and will continue to completion, with all practicable dispatch, the
Redevelopment Project and the Redevelopment Project will be accomplished and completed in
a sound and economical manner and in conformity with the Redevelopment Plan and the Law.

Taxation of Leased Property

Whenever any property in the Redevelopment Project has been redeveloped and
thereafter is leased by the Agency to any person or persons (other than the City), or whenever
the Agency leases real property in the Redevelopment Project to any person or persons (other
than the City) for redevelopment, the property shall be assessed and taxed in the same manner
as privately owned property, as required by Section 33673 of the Law.
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Disposition of Property

The Agency will not participate in the disposition of any land or real property in
the Project Area to anyone which will result in such property becoming exempt from taxation
because of public ownership or use or otherwise (except property dedicated for public right-of-
way and except property planned for public ownership or use by the Redevelopment Plan in
effect on the date of the Indenture) so that such disposition shall, when taken together with
other such dispositions occurring after the Closing Date, aggregate more than ten percent
(10%) of the land area in the Project Area unless such disposition is permitted as provided in
the Indenture. If the Agency proposes to participate in such a disposition, it shall thereupon
appoint an Independent Fiscal Consultant to report on the effect of said proposed disposition. If
the Report of the Independent Fiscal Consultant concludes that the security of the Bonds or the
rights of the Owners will not be materially adversely impaired by said proposed disposition, the
Agency may thereafter make such disposition. If said Report concludes that such security will
be materially adversely impaired by said proposed disposition, the Agency shall not approve
said proposed disposition.

Tax Revenues

The Agency shall comply with all requirements of the Law to insure the allocation
and payment to it of the Tax Revenues, including without limitation the timely filing of any
necessary statements of indebtedness with appropriate officials of the County and (in the case
of supplemental revenues and other amounts payable by the State) appropriate officials of the
State. The Agency will not amend the Redevelopment Plan in a manner that will reduce Tax
Revenues in any future Fiscal Year unless the Agency first obtains the report of an Independent
Fiscal Consultant stating that the Tax Revenues for the then current Fiscal Year (calculated on
the assumption that such reduction of Tax Revenues was in effect throughout such Fiscal
Year), are at least equal to one hundred twenty- five percent (125%) of Maximum Annual Debt
Service immediately following the effective date of such amendment. The Agency will not enter
into any agreement with the County or any other governmental or private entity, which would
have the effect of reducing the amount of Tax Revenues otherwise available to the Agency for
payment of the Bonds, unless such agreement or amendment constitutes Subordinate Debt,
provided, such limitation shall not apply to amendments to the Redevelopment Plan which result
in payments pursuant to the Tax Sharing Statutes, where such amendment otherwise complies
with this section.

Non-Arbitrage Bonds

The Agency covenants with the Owners of the Bonds at any time Outstanding
that it will make no use of the proceeds of the Bonds which will cause the Bonds to be “arbitrage
bonds” subject to federal income taxation by reason of Section 148 or any successor section of
the Code. To that end, so long as any of the Bonds are Outstanding, the Agency, with respect
to the proceeds of the Bonds, shall comply with all requirements of said Section 148 or any
successor section and all regulations of the United States Department of the Treasury issued
thereunder, to the extent that such requirements are, at the time, applicable and in effect.

Private Business Use Limitations
Not in excess of ten percent (10%) of the Net Proceeds (as defined below) of the

Bonds will be used for a Private Business Use (as defined below) if, in addition, the payment of
more than ten percent (10%) of the principal or ten percent (10%) of the interest due on the
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Bonds during the term thereof is, under the terms of the Bonds or any underlying arrangement,
directly or indirectly, secured by any interest in property used or to be used for a Private
Business Use or in payments in respect of property used or to be used for a Private Business
Use or is to be derived from payments, whether or not to the Agency, in respect of property or
borrowed money used or to be used for a Private Business Use. In the event that both (i) in
excess of five percent (5%) of the Net Proceeds of the Bonds are used for a Private Business
Use, and (ii) an amount in excess of five percent (5%) of the principal or five percent (5%) of the
interest due on the Bonds during the term thereof is, under the terms of the Bonds or any
underlying arrangement, directly or indirectly, secured by any interest in property used or to be
used for a Private Business Use or in payments in respect of property used or to be used for a
Private Business Use or is to be derived from payments, whether or not to the Agency, in
respect of property or borrowed money used or to be used for a Private Business Use, then said
five percent (5%) of Net Proceeds of the Bonds used for a Private Business Use will be used for
a Private Business Use related to the governmental use of the Project. “Net Proceeds,” when
used with reference to the Bonds, means the face amount of the Bonds, plus accrued interest
and premium if any, less original issue discount and less proceeds deposited in the Reserve
Account. “Private Business Use” means use directly or indirectly in a trade or business carried
on by a natural person or in any activity carried on by a person other than a natural person,
excluding, however, use by a governmental unit and use by a nongovernmental unit as a
member of the general public.

Private Loan Limitation

The Agency is required to assure that not in excess of five percent (5%) of the
Net Proceeds of the Bonds are used, directly or indirectly, to make or finance a loan (other than
loans constituting nonpurpose obligations, as defined in the Code) to persons other than state
or local government units.

Compliance with the Code

The Agency covenants to take any and all action and to refrain from taking such
action, which is necessary in order to comply with the Code in order to maintain the exclusion
from gross income for federal income tax purposes pursuant to Section 103 of the Code of the
interest on the Bonds paid by the Agency and received by the owners of the Bonds.

Limit on Indebtedness

The Agency hereby covenants that it shall not issue any bonds, notes or other
obligations, enter into any agreement or otherwise incur any indebtedness, which is in any case
payable from all or any part of the Tax Revenues, excepting only the Bonds, any Subordinate
Debt, and any Parity Bonds. The Agency shall take no action, including but not limited to the
issuance of its bonds, notes or other obligations, which causes or which, with the passage of
time would cause, any of the Plan Limitations to be exceeded or violated. The Agency shall
manage its fiscal affairs in a manner which ensures that it will have sufficient Tax Revenues
available under the Plan Limitations in the amounts and at the times required to enable the
Agency to pay the principal of and interest and premium (if any) on the Bonds when due.
Without limiting the foregoing, the Agency hereby agrees that it shall calculate annually not later
than December 31 each year, the aggregate amount of Tax Revenues which it remains entitled
to receive under the Plan Limitations for the Project Area. In the event that the aggregate
amount of Tax Revenues which the Agency is permitted to receive under the Plan Limitations
for the Project Area, plus the amount then held on deposit in any fund or account which is set
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aside by the Agency to make its debt payments with respect to the Project Area and the
earnings which are reasonably expected to accrue thereon, are reasonably estimated at any
time to be less than one hundred and five percent (105%) of the aggregate amount of annual
debt payments remaining to be made with respect to such Project Area or of the amount
required to replenish the Reserve Account for the Bonds and any similar account for any Parity
Bonds, the Agency shall immediately notify the Insurer and shall either (a) deposit with the
Trustee an amount of Tax Revenues sufficient to redeem Bonds or pay debt service without
regard to interest earnings thereon in such aggregate principal amount as shall be required to
cause the Agency to meet such requirements, or (b) set aside with the Trustee or into a
dedicated fund or account to be held by the Agency an amount of Tax Revenues which,
together with earnings to be derived from the investment thereof, will be sufficient to enable the
Agency to meet such requirements, or (c) decline to accept Tax Revenues from the County in
an amount sufficient to enable the Agency to meet such requirements. Notwithstanding
anything in the Indenture to the contrary, the provisions of this Section 6.17 may be modified or
waived with the written consent of the Insurer.

Continuing Disclosure

The Agency hereby covenants and agrees that it will comply with and carry out
all of the provisions of the Continuing Disclosure Agreement. Notwithstanding any other
provision of the Indenture, failure of the Agency to comply with the Continuing Disclosure
Agreement shall not be considered an event of default under the Indenture; however, the Owner
or beneficial owner of the Bonds may take such actions as may be necessary and appropriate,
including seeking mandate or specific performance by court order, to cause the Agency to
comply with its obligations.

Amendment of Redevelopment Plan

The Agency shall not amend the Redevelopment Plan, or enter into any
agreement with the County or any other governmental unit, which would have the effect of
materially reducing the amount of Tax Revenues available to the Agency for payment of debt
service on the Bonds. Nothing in the Indenture is intended or shall be construed in any way to
prohibit or impose any limitations on the entering into by the Agency of any such agreement,
amendment or supplement which by its terms is subordinate to the payment of the debt service
on the Bonds and all Parity Bonds.

The Trustee

The Trustee shall only be obligated to perform such duties as are expressly set
forth in the Indenture, and no duties or obligations not expressly set forth in the Indenture shall
be implied. The Trustee shall, during the existence of any Event of Default (which has not been
cured), exercise such of the rights and powers vested in it by the Indenture, and use the same
degree of care and skill in their exercise, as a prudent person would exercise or use under the
circumstances in the conduct of his own affairs. The Agency may remove the Trustee at any
time, unless an Event of Default shall have occurred and then be continuing. The Agency shall
remove the Trustee (i) if at any time requested to do so by an instrument or concurrent
instruments in writing signed by the Insurer or the Owners of not less than a majority in
aggregate principal amount of the Bonds then Outstanding (or their attorneys duly authorized in
writing), with the consent of the Insurer, or (ii) if at any time the Trustee shall cease to be
eligible, or shall become incapable of acting, or shall be adjudged a bankrupt or insolvent, or a
receiver of the Trustee or its property shall be appointed, or any public officer shall take control
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or charge of the Trustee or of its property or affairs for the purpose of rehabilitation,
conservation or liquidation. In each case such removal shall be accomplished by the giving of
written notice of such removal by the Agency to the Trustee and the Insurer, whereupon in the
case of the Trustee, the Agency shall appoint a successor Trustee by an instrument in writing.
The Trustee may at any time resign by giving written notice of such resignation to the Agency
and by giving the Insurer and the Bondowners notice of such resignation by mail at their
respective addresses shown on the Registration Books. Upon receiving such notice of
resignation, the Agency shall promptly appoint a successor Trustee, acceptable to the Insurer,
by an instrument in writing. The Trustee shall not be relieved of its duties until such successor
Trustee has accepted such appointment.

The Trustee shall not be liabie in connection with the performance of its duties
under the Indenture, except for its own negligence or willful misconduct. The Trustee may
become the Owner of Bonds with the same rights it would have if it were not Trustee and, to the
extent permitted by law, may act as depository for and permit any of its officers or directors to
act as a member of, or in any other capacity with respect to, any committee formed to protect
the rights of Bondowners, whether or not such committee shall represent the Owners of a
majority in principal amount of the Bonds then Outstanding. The Trustee shall not be liable for
any error of judgment made in good faith by its officers, agents, directors or employees, unless
it shall be proved that it was negligent in ascertaining the pertinent facts. The Trustee shall not
be liable with respect to any action taken or omitted to be taken by it in good faith in accordance
with the direction of the Insurer or the Owners of not less than a majority in aggregate principal
amount of the Bonds at the time Outstanding relating to the time, method and place of
conducting any proceeding for any remedy available to the Trustee, or exercising any trust or
power conferred upon the Trustee under the Indenture. The Trustee shall not be liable for any
action taken by it in good faith and reasonably believed by it to be authorized or within the
discretion or rights or powers conferred upon it by the Indenture. The Trustee shall not be
deemed to have knowledge of any Event of Default under the Indenture unless and until it shall
have actual knowledge thereof, or shall have received written notice thereof. The Trustee shall
not be responsible for the validity or effectiveness of any collateral given to or held by it.

The Trustee shall be protected in acting upon any notice, resolution, request,
consent, order, certificate, requisition, report, opinion, bonds or other paper or document
reasonably believed by it to be genuine and to have been signed or presented by the proper
party or parties. The Trustee may consult with counsel, who may be counsel of or to the
Agency, with regard to legal questions, and the opinion of such counsel shall be full and
complete authorization and protection in respect of any action taken or suffered by it under the
Indenture in good faith and in accordance therewith. The Trustee shall not be bound to
recognize any person as the Owner of a Bond unless and until such Bond is submitted for
inspection, if required, and his title thereto is established to the satisfaction of the Trustee.

Whenever in the administration of the trust imposed upon it by the Indenture the
Trustee shall deem it necessary or desirable that a matter be proved or established prior to
taking or suffering any action under the Indenture, such matter (unless other evidence in
respect thereof be in the Indenture specifically prescribed) may be deemed to be conclusively
proved and established by a Written Certificate of the Agency, which shall be full warrant to the
Trustee for any action taken or suffered in good faith under the provisions of the Indenture in
reliance upon such Written Certificate. No provision in the Indenture shall require the Trustee to
risk or expend its own funds or otherwise incur any financial liability under the Indenture if
repayment of such funds or adequate indemnity is not assured to it. The Trustee shall be
entitled to interest on any amounts advanced by it at the maximum rate permitted by law.
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Deposit and Investment of Moneys in Fund

Moneys in the Special Fund, the Interest Account, the Principal Account, the
Reserve Account, the Project Fund and the Redemption Fund shall be invested by the Trustee
and Agency, as applicable, in Permitted Investments as specified by the Treasurer of the
Agency, and shall be promptly confirmed in writing by the Agency with the Trustee within at
least one (1) Business Day; provided, that investments of amounts in the Reserve Account shall
not have a maturity of more than five (5) years, except for Investment Agreements approved by
the Insurer unless callable at par for any purpose required by the Indenture. In the absence of
any such direction provided by the Treasurer of the Agency, the Trustee shall invest any such
moneys in Permitted Investments described in clause (5) of the definition thereof which by their
terms mature prior to the date on which such moneys are required to be paid out under the
Indenture. All interest or gain derived from the investment of amounts in any of the funds or
accounts established under the Indenture (other than with respect to funds held by the Agency)
shall be retained in the respective funds and accounts to be used for the purposes thereof;
provided, however, that all interest or gain from the investment of amounts in the Reserve
Account shall be deposited by the Trustee in the Interest Account, but only to the extent that the
amount remaining in the Reserve Account following such deposit is equal to the Reserve
Requirement.

In computing the amount in any fund or account, Permitted Investments shall be
valued at market value, exclusive of accrued interest. The Trustee shall perform such valuation
(i) as frequently as requested by the Insurer, but in no event less often than each Interest
Payment Date or more frequently than monthly, and (ii) upon any draw on the Reserve Account.
if amounts on deposit in the Reserve Account shall, at the time of valuation, be less than the
Reserve Requirement, the Reserve Account shall be valued monthly until amounts on deposit
therein equal the Reserve Requirement. For purposes of determining the amount on deposit in
any fund or account held under the Indenture, all Permitted Investments credited to such fund or
account shall be valued by the Trustee, as set forth in the definition of Permitted Investments.

Rebate of Excess Investment Earnings to United States

The Agency shall calculate or cause to be calculated, and shall provide or cause
to be provided written notice to the Trustee of, the excess investment earnings (as defined in
the Code, “Excess Investment Earnings”) at such times and in such manner as may be required
pursuant to the Code. The Agency shall inform the Trustee how frequently calculations are to
be made, and shall ensure that a copy of all such calculations is given promptly to the Trustee.
The Agency agrees to deposit with the Trustee the amount of Excess Investment Earnings so
calculated. The Trustee shall deposit all amounts paid to it for such purpose by the Agency in
the Rebate Account. The Trustee shall pay to the United States of America from the amounts
on deposit in the Rebate Account such amounts as shall be identified pursuant to written notice
filed with the Trustee by the Agency for such purpose from time to time.

Amendments Permitted

The Indenture and the rights and obligations of the Agency and of the Owners of
the Bonds may be modified or amended at any time by a supplemental Indenture with the prior
written consent of the Insurer and pursuant to the affirmative vote at a meeting of Bondowners
or with the written consent without a meeting of the Owners of a majority in aggregate principal
amount of the Bonds then Outstanding, exclusive of Bonds disqualified as provided in Section
8.04. No such modification or amendment shall (1) extend the maturity of any Bond or reduce
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the interest rate thereon, or otherwise alter or impair the obligation of the Agency to pay the
principal thereof, or interest thereon, or any premium payable on the redemption thereof, at the
time and place and at the rate and in the currency provided therein without the express consent
of the Owner of such Bond, or (2) permit the creation by the Agency of any mortgage pledge or
lien upon the Tax Revenues superior to or on a parity with the pledge and lien created for the
benefit of the Bonds (except as otherwise provided in the Indenture) or reduce the percentage
of Bonds required for the affirmative vote or written consent to an amendment or modification or
(3) modify any of the rights or obligations of the Trustee without its written assent thereto.

The Indenture and the rights and obligations of the Agency and of the Owners of
the Bonds may also be modified or amended at any time by a supplemental Indenture, with the
prior written consent of the Insurer but without the consent of any Bondowners, but only to the
extent permitted by law and only for any one or more of the following purposes-

(a) to add to the covenants and agreements of the Agency in the
Indenture contained, other covenants and agreements thereafter to be observed
or to limit or surrender any right or power in the Indenture reserved to or
conferred upon the Agency; or

(b) to make modifications not adversely affecting any Outstanding
Bonds or Parity Bonds of the Agency in any material respect; or

(c) with the written consent of the Trustee to make such provisions for
the purpose of curing any ambiguity, or of curing, correcting or supplementing
any defective provision contained in the Indenture, or in regard to questions
arising under the Indenture, or in any other manner as the Agency and the
Trustee may deem necessary or desirable and not inconsistent with the
Indenture, and which shall not materially adversely affect the rights of the
Owners of the Bonds or Parity Bonds; or

(d) to provide for the issuance of any Parity Bonds, and to provide the
terms and conditions under which such Parity Bonds may be issued.

Procedure for Amendment with Written Consent of Bondowners

The Agency may at any time adopt a supplemental Indenture amending the
provisions of the Bonds or of the Indenture or any supplemental Indenture, to the extent that
such amendment is permitted. A copy of such supplemental Indenture, together with a request
to Bondowners for their consent thereto, shall be mailed by the Agency to each registered
Owner of Bonds Outstanding, but failure to mail copies of such supplemental Indenture and
request shall not affect the validity of the supplemental indenture when assented to as in this
Section provided. Such supplemental Indenture shall not become effective unless there shall
be filed with the Trustee the written consents of the Owners of a majority in aggregate principal
amount of the Bonds then Outstanding (exclusive of Bonds disqualified) and a notice shall have
been mailed as provided. Each such consent shall be effective only if accompanied by proof of
ownership of the Bonds for which such consent is given.
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Events of Default and Acceleration of Maturities
The following events shall constitute Events of Default under the Indenture:

(a) if default shall be made in the due and punctual payment of the
principal of or interest or redemption premium (if any) on any Bond or Parity
Bond when and as the same shall become due and payable, whether at maturity
as therein expressed, by declaration or otherwise; provided, that in determining if
such Event of Default has occurred, no consideration shall be given to payments
made under the Insurance Policy;

(b) if default shall be made by the Agency in the observance of any of
the covenants, agreements or conditions on its part in the Indenture or in the
Bonds contained, other than a default described in the preceding clause (a), and
such default shall have continued for a period of thirty (30) days following the
receipt by the Agency of written notice from the Trustee or any Bondowner of the
occurrence of such default; provided, however, that if in the reasonable opinion
of the Agency the failure stated in such notice can be corrected, but not within
such thirty (30)-day period, the Trustee shall not unreasonably withhold its
consent to an extension of such time if corrective action is instituted by the
Agency within such thirty (30) day period and diligently pursued until such failure
is corrected; or

(c) if the Agency shall file a petition or answer seeking reorganization
or arrangement under the federal bankruptcy laws or any other applicable law of
the United States of America, or if a court of competent jurisdiction shall approve
a petition, filed with or without the consent of the Agency, seeking reorganization
under the federal bankruptcy laws or any other applicable law of the United
States of America, or if, under the provisions of any other law for the relief or aid
of debtors, any court of competent jurisdiction shall assume custody or control of
the Agency or of the whole or any substantial part of its property.

If an Event of Default has occurred and is continuing, the Trustee shall give
written notice thereof to the Insurer. If an Event of Default shall occur, then, and in each and
every such case during the continuance of such Event of Default, the Trustee may, with the
prior written consent of the Insurer and shall, at the direction of the Insurer, exercise any
remedies available to the Trustee and the Bondowners in law or at equity. Anything in the
Indenture to the contrary notwithstanding, upon the occurrence and continuance of an event of
default as defined in the Indenture, the Insurer shall be entitled to control and direct the
enforcement of all rights and remedies granted to the Owners or the Trustee for the benefit of
the Owners under the Indenture.

This provision, however, is subject to the condition that if, at any time after any
Event of Default shall have been so declared due and payable, and before any judgment or
decree for the payment of the moneys due shall have been obtained or entered, the Agency
shall correct any default under the Supplemental Resolution or deposit with the Trustee a sum
sufficient to pay all principal on the Bonds matured prior to such declaration and all matured
installments of interest (if any) upon all the Bonds, with interest on such overdue instaliments of
principal and interest at the net effective rate then borne by the Outstanding Bonds, and the
reasonable expenses of the Trustee, and any and all other defaults known to the Trustee (other
than in the payment of principal of and interest on the Bonds due and payable solely by reason
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of such declaration) shall have been made good or cured to the satisfaction of the Trustee or
provision deemed by the Trustee to be adequate shall have been made therefor, then, and in
every such case, the Trustee, with the prior written consent of the Insurer, by written notice to
the Agency, may, on behalf of the Owners of all of the Bonds, rescind and annul such
declaration and its consequences. However, no such rescission and annulment shall extend to
or shall affect any subsequent default, or shall impair or exhaust any right or power consequent
thereon.

Application of Funds

Upon an Event of Default, all of the Tax Revenues and all sums in the funds and
accounts established and held by the Trustee under the Indenture, and all sums thereafter
received by the Trustee under the Indenture, shall be applied by the Trustee in the following
order upon presentation of the several Bonds, 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 fees, costs and expenses of the Trustee and
thereafter of the Bondowners in declaring such 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 upon the
Bonds for principal and interest, with interest on the overdue principal and installments of
interest at the net effective rate then borne by the Outstanding Bonds (to the extent that such
interest on overdue installments of principal and interest shall have been collected), and in case
such moneys shall be insufficient to pay in full the whole amount so owing and unpaid upon the
Bonds, then to the payment of such principal and interest without preference or priority of
principal over interest, or interest over principal, or of any installment of interest over any other
installment of interest, or any Bond over any other Bond, ratably to the aggregate of such
principal and interest; and

Third, To the payment of the Insurer of all amounts payable to the Insurer under
the Indenture not paid pursuant to First and Second above.

Power of Trustee to Control Proceedings

In the event that the Trustee, upon the happening of an Event of Default, shall
have taken any action, by judicial proceedings or otherwise, pursuant to its duties under the
Indenture, whether upon its own discretion or upon the request of the Owners of a majority in
principal amount of the Bonds then Outstanding, it shall have full power, in the exercise of its
discretion for the best interests of the Owners of the Bonds, with respect to the continuance,
discontinuance, withdrawal, compromise, settlement or other disposal of such action; provided,
however, that the Trustee shall not, without the prior written consent of the Insurer and unless
there no longer continues an Event of Default, discontinue, withdraw, compromise or settle, or
otherwise dispose of any litigation pending at law or in equity, if at the time there has been filed
with it a written request signed by the Owners of a majority in principal amount of the
Outstanding Bonds under the Indenture opposing such discontinuance, withdrawal,
compromise, settlement or other disposal of such litigation.
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Limitation on Bondowners’ and Insurer’s Right to Sue

No Owner of any Bond issued under the Indenture shall have the right to institute
any suit, action or proceeding at law or in equity, for any remedy under or upon the Indenture,
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 a majority in aggregate principal amount of
all the Bonds then Outstanding shall have made written request upon the Trustee to exercise
the powers in the Indenturebefore granted or to institute such action, suit or proceeding in its
own name; (c) said Owners shall have tendered to the Trustee indemnity acceptable to the
Trustee, against the costs, expenses and liabilities to be incurred in compliance with such
request; (d) the Trustee shall have refused or omitted to comply with such request for a period
of thirty (30) days after such written request shall have been received by, and said tender of
indemnity shall have been made to, the Trustee; and (e) such Owners have obtained the prior
written consent of the Insurer.

Non-waiver

Nothing in the Indenture or in the Bonds, shall affect or impair the obligation of
the Agency, which is absolute and unconditional, to pay from the Tax Revenues and other
amounts pledged under the Indenture, the principal of and interest and premium (if any) on the
Bonds to the respective Owners of the Bonds on the respective Interest Payment Dates, as in
the Indenture provided, or affect or impair the right of action, which is also absolute and
unconditional, of the Owners to institute suit to enforce such payment by virtue of the contract
embodied in the Bonds. The Trustee shall not waive any default without the prior written
consent of the Insurer. A waiver of any default or breach of duty or contract by the Trustee, the
Insurer or the Owners shall not affect any subsequent default or breach of duty or contract or
impair any rights or remedies on any such subsequent default or breach of duty or contract. No
delay or omission by the Trustee, the Insurer or the Owners to exercise any right or remedy
accruing upon any default or breach of duty or contract shall impair any such right or shall be
construed to be a waiver of any such default or breach of duty or contract or an acquiescence
therein, and every right or remedy conferred upon the Trustee, the Insurer or the Owners by law
or by this article may be enforced and exercised from time to time and as often as shall be
deemed expedient by the Trustee or the Insurer. If any action, proceeding or suit to enforce any
right or to exercise any remedy is abandoned or determined adversely to the Trustee, the
Insurer or the Owners, the Trustee, the Insurer, the Owners and the Agency shall be restored to
their former positions, rights and remedies as if such action, proceeding or suit had not been
brought or taken.

Remedies Not Exclusive

No remedy in the Indenture conferred upon or reserved to the Trustee, the
Insurer or the Owners of Bonds is intended to be exclusive of any other remedy. Every such
remedy shall be cumulative and shall be in addition to every other remedy given under the
Indenture or now or hereafter existing, at law or in equity or by statute or otherwise, and may be
exercised without exhausting and without regard to any other remedy conferred by the law or
any other law.

Rights of Insurer in the Event of Insolvency

Any reorganization or liquidation plan with respect to the Agency must be
acceptable to the Insurer. In the event of any reorganization or liquidation by the Agency, the
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Insurer shall have the right to vote on behalf of all Owners absent a default by the Insurer under
the Insurance Policy.

Rights of Insurer to Control Proceedings

So long as the Insurer is providing the Insurance Policy, and is not in default
thereunder, the Insurer shall be deemed to be the sole Owner of the Outstanding Bonds for
purposes of exercising any voting right or privilege, or for purposes of giving any consent or
directing or taking any action, that the Owners are entitled to.

Effect of Insurance Policy

Notwithstanding any other provision of the Indenture, in determining whether the
rights of Bondholders will be adversely affected by any action taken pursuant to the terms and
provisions of the Indenture, the Trustee shall consider the effect on the Bondholders as if there
were no Insurance Policy.

Certain Provisions for the Benefit of the Insurer

For so long as the Insurance Policy is outstanding, notwithstanding anything to
the contrary set forth in the Indenture, the Agency agrees as follows:

Amendments or Supplements. Any amendment or supplement to the
Indenture requiring the consent of the Owners of the Bonds shall also require the
consent of the Insurer.

Events of Default. Upon the occurrence of an Event of Default under the
indenture, the Insurer shall be deemed the Owner of all Bonds, and shall have all the
rights as the Owner of the Bonds as are specified in the Indenture, provided that the
Insurer is not in default under the Insurance Policy.

Insurer as Third Party Beneficiary. The Insurer is a third-party beneficiary
under the Indenture and shall have the power to enforce any right, remedy or claim
conferred, given or granted under the Indenture

Subrogation. If principal and/or interest due on the Bonds shall be paid by the
Insurer, the Bonds shall remain outstanding under the Indenture for all purposes, and
shall not be deemed defeased or otherwise satisfied, or paid by the Agency, and the
assignment and pledge of the Tax Revenues and other amounts pledged to the
payment of Debt Service of the Bonds under the Indenture, and all covenants,
agreements and other obligations of the Agency to the Holders of the Bonds shall
continue to exist and shall run to the benefit of the Insurer, and the Insurer shall be
subrogated to the rights of such Holders.

When Consent of Insurer is Required

Any provision of the Indenture expressly recognizing or granting rights in or to the
Insurer may not be amended in any manner which affects the rights of the Insurer under the
Indenture without the prior written consent of the Insurer. Unless otherwise provided in this
Section, the Insurer’s consent shall be required in lieu of Owner consent, when required, for the
following purposes: (i) execution and delivery of any supplemental Indenture or any
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amendment, supplement or change to or modification of the Indenture; (ii) removal of the
Trustee and selection and appointment of any successor trustee; and (iii) initiation or approval
of any action not described in (i) or (ii) above which requires Owner consent. Any
reorganization or liquidation plan with respect to the Agency must be acceptable to the Insurer.
In the event of any reorganization or liquidation, the Insurer shall have the right to vote on behalf
of all Owners who hold the Insurer-insured Bonds absent a default by the Insurer under the
Insurance Policy insuring such Bonds..

Benefits of Indenture Limited to Parties

Nothing in the Indenture, expressed or implied, is intended to give to any person
other than the Agency, the Trustee, the Insurer and the Owners of the Bonds, any right, remedy,
claim under or by reason of the Indenture. Any covenants, stipulations, promises or
agreements in the Indenture contained by and on behalf of the Agency shall be for the sole and
exclusive benefit of the Insurer, the Owners of the Bonds and the Trustee.

Discharge of indenture

If the Agency shall pay and discharge the entire indebtedness on all of a series of
Bonds Outstanding in any one or more of the following ways-

1) by well and truly paying or causing to be paid the principal of and interest
on ali such Bonds Outstanding, as and when the same become due and payable;

(2) by irrevocably depositing with the Trustee, in trust, at or before maturity
money which, together with the amounts then on deposit in the funds and accounts established
pursuant to the Indenture is fully sufficient to pay all such Bonds Outstanding, including all
principal, interest and redemption premiums; or

(3) by irrevocably depositing with the Trustee, in trust, Permitted Investments
allowed for such purpose in such amount as an Independent Fiscal Consultant shall certify to
the Trustee, based upon a certificate of an Independent Certified Public Accountant, will
together with the interest to accrue thereon and moneys then on deposit in the funds and
accounts established pursuant to the Indenture, be fully sufficient to pay and discharge the
indebtedness on all such Bonds (including all principal, interest and redemption premiums) at or
before their respective maturity dates; and if such Bonds are to be redeemed prior to the
maturity thereof notice: of such redemption shall have been given as in the Indenture provided or
provision satisfactory to the Trustee shall have been made for the giving of such notice, then
notwithstanding that any of such series of Bonds shall not have been surrendered for payment,
the pledge of the Tax Revenues and other funds provided for in the Indenture and all other
obligations of the Agency under the Indenture with respect to all Bonds of such series
Outstanding shall cease and terminate, except only the obligation of the Agency to pay or cause
to be paid to the Owners of such Bonds not so surrendered and paid all sums due thereon, and
thereafter Tax Revenues shall not be payable to the Trustee.

If, subject to above conditions, the Agency shall pay or cause to be paid or make
provision for the payment to the owners of less than all of the Outstanding Bonds of a series the
principal of and premium, if any, and interest on such Bonds which is and shall thereafter
become due and payable upon such Bonds in accordance with the provisions of clauses (1), (2)
and (3) above, such Bonds, or portions thereof, shall cease to be entitled to any lien, benefit or
security under the Indenture. Any funds thereafter held by the Trustee which are not required
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for said purpose or for any remaining fees or expenses of the Trustee or the Insurer shall be
paid over to the Agency. Notwithstanding anything contained in the Indenture to the contrary, in
the event that the principal and/or interest due on a series of the Bonds shall be paid by the
Insurer pursuant to the Insurance Policy, the Bonds shall remain Outstanding for all purposes,
shall not be defeased or otherwise satisfied and shall not be considered paid by the Agency,
and all covenants, agreements and other obligations of the Agency to the 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 Owners.

Waiver of Personal Liability

No member, officer, agent or employee of the Agency shall be individually or
personally liable for the payment of the principal of or interest on the Bonds; but nothing in the
Indenture contained shall relieve any such member, officer, agent or employee from the
performance of any official duly provided by law.

Governing Law

The Indenture shall be governed by and construed in accordance with the laws of
the State of California.

Unclaimed Moneys

Anything contained in the Indenture to the contrary notwithstanding, but subject
to applicable escheat laws, any money held by the Trustee for the payment and discharge of the
interest or premium (if any) on or principal of the Bonds which remains unclaimed for two (2)
years after the date when the payments of such interest, premium and principal have become
payable, if such money was held by the Trustee at such date, or for two (2) years after the date
of deposit of such money if deposited with the Trustee after the date when the interest and
premium (if any) on and principal of such Bonds have become payable, shall be delivered to the
Agency as its absolute property free from trust, and the Trustee shall thereupon be released
and discharged with respect thereto and the Bondowners shall look only to the Agency for the
payment of the interest and premium (if any) on and principal of such Bonds.
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APPENDIX B

CITY OF OAKLEY ECONOMIC AND
DEMOGRAPHIC INFORMATION

The following information regarding the City and the surrounding area is
presented as general background data. The Bonds are payable solely from the sources
described herein (see “SECURITY FOR THE BONDS AND SOURCES OF PAYMENT
THEREFOR”). The taxing power of the City of Oakley, the County of Contra Costa, the State of
California or any political subdivision thereof is not pledged to the payment of the Bonds. See
the information under the caption “THE BONDS.”

The City and the County

The City. One of California’s newest cities, the City of Oakley incorporated in July 1999
in order to manage growth and improve law enforcement services through its own city police
force. The City is situated in the eastern portion of the County, along the shore of the
Sacramento-San Joaquin Delta, near the cities of Pittsburg, Antioch, and Brentwood. Close to
the junction of Highways 4 and 160, with access to San Francisco, the Silicon Valley, and the
state capital at Sacramento, Oakley is equidistant from San Francisco and Sacramento, at
approximately 55 miles. The City also enjoys close proximity to major regional recreation areas,
including Mt. Diablo State Park approximately 25 miles to the west, the Sierra Nevada
Mountains 90 miles to the east and the Sacramento Delta waterway to the north.

The County. Situated northeast of San Francisco, Contra Costa County (the “County”)
is bounded by San Francisco and San Pablo Bays, the Sacramento River Delta, and by
Alameda County on the south. Ranges of hills effectively divide the County into three distinct
regions. The western portion, with its access to water, contains much of the County’s heavy
industry. The central section is rapidly developing from a suburban area into a major
commercial and financial headquarters center. The eastern part is also undergoing substantial
change, from a rural, agricultural area, to a suburban region. The County has extensive and
varied transportation facilities-ports accessible to ocean-going vessels, railroads, freeways. and
rapid transit lines connecting the area with Alameda County and San Francisco.

Municipal Government

The City was incorporated in 1999 as a general law city. The City’s Council/Manager
form of government is a system founded on the balance between the policy-setting functions of
the City Council and the management expertise of an appointed City Manager. City Council
members are each elected by popular vote of City residents to serve for four-year terms. A new
mayor is selected each year on a rotating basis from its members. Numerous commissions,
committees, and task forces operate in concert with the Council to address issues identified by
staff and the community.
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Population

The following chart indicates historic population estimates of the City, the County and
the State of California.

HISTORICAL CITY, COUNTY AND STATE POPULATION DATA

Year City of Oakley Contra Costa County State of California
2000* 25,619 948,816 33,873,086
2001 26,032 966,845 34,441,561
2002 27,030 983,360 35,088,671
2003 27,733 996,081 35,691,534
2004 28,455 1,088,999 36,252,878
2005 29,068 1,020,384 36,743,186
2006 29,485 1,030,732 37,195,240
2007 31,906 1,042,341 37,662,518

Source: State of California, Department of Finance, as of January 1.
* As of April 1, 2000 (Census Figures). All other years are as of January 1%

Commercial Activity

Total taxable sales during calendar year 2006 in the City were reported to be
$110,243,000, a 5.6% increase over the total taxable sales of $104,394,000 reported during
calendar year 2005. The number of establishments selling merchandise subject to sales tax
and the valuation of taxable transactions in the City is presented in the following table.

CITY OF OAKLEY
Taxable Retail Sales
Number of Permits and Valuation of Taxable Transactions
(Dollars in Thousands)

Total All Outlets

Retail Stores

Number of Taxable Number of Taxable
Year Permits Transactions Permits Transactions
2000 166 $69,159 357 $75,194
2001 159 78,745 359 85,017
2002 169 79,824 366 86,431
2003 176 81,545 374 89,959
2004 175 82,838 385 92,880
2005 180 89,250 383 104,394
2006 172 95,097 378 110,243

Source: California State Board of Equalization, Taxable Sales in California (Sales & Use

Tax).

Total taxable sales during calendar year 2006 in the County were reported to be
$13,867,661,000, a 2.9% increase over the total taxable sales of $13,480,075,000 reported
during calendar year 2005. The number of establishments selling merchandise subject to sales’
tax and the valuation of taxable transactions in the County is presented in the following table:
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CONTRA COSTA COUNTY
Taxable Retail Sales
Number of Permits and Valuation of Taxable Transactions
(Dollars in Thousands)

Retail Stores Total All Outlets

Number of Taxable Number of Taxable
Year Permits Transactions Permits Transactions
2000 10,791 $8,649,419 22,674 $12,330,560
2001 10,782 8,942,822 22.609 12,256,721
2002 10,386 9,044,346 22,541 12,159,424
2003 11,575 9,025,114 23,253 12,223,295
2004 11,717 9,697,365 23,571 12,990,538
2005 11,776 10,072.084 23,692 13,480,075
2006 11,467 10,275,907 23,249 13,867,661

Source: State Board of Equalization

Employment

As of January 2008, the County’s labor force was approximately 499,700;
unemployment was approximately 28,300 for a total civilian labor force of approximately
528,000. The unemployment rate was 5.4%. As of January 2008, the City’'s labor force was
approximately 13,500; unemployment was approximately 500 for a total civilian labor force of
approximately 14,000. The unemployment rate was 3.8%.

County Labor Force. Since 2002, the county’s labor force gained 12,400, to total
526,100 in 2007. After peaking at 6.1% in 2003, the unemployment rate declined to 4.3% in
2006, and increased slightly in 2007 to an unemployment rate of 4.7%. Contra Costa County’s
unemployment rate has been consistently lower than the rate for California in recent years.

County Employment by Industry. . The County’s employment by industry numbers
are not yet available for 2007. Contra Costa industry employment added 5,900 jobs from 2002
through 2006, a growth of 1.7%. Three industries contributed a total of 9,800 new jobs during
the period 2002-2006: leisure and hospitality; professional and business services; and
educational and health services. Within leisure and hospitality, accommodation and food
service recorded almost all of the growth (3,400 jobs). Employment gains in professional and
business services were distributed among three major sectors: management of companies and
enterprises (1,400); professional, scientific and technical services (1,100); and administrative
and support and waste services (800). Educational and health services gained 3,100, growth of
7.7 percent. During this same period, job loss was recorded in several industries: information;
trade, transportation, and utilities; other services; agriculture; and manufacturing. The County’s
civilian labor force annual averages for 2007 are as follows: the labor force was approximately
501,200; the unemployment was approximately 24,900 for a total civilian labor force of
approximately 526,100; and the unemployment rate was 4.7%. The 2007 annual average
employment by industry numbers are not yet available.

The civilian labor force, employment and unemployment and industry employment for
the County of Contra Costa is outlined in the following table for the past five years from 2002
through 2006.
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COUNTY OF CONTRA COSTA
Labor Force, Employment and Unempioyment & Employment by Iindustry

2002 2003 2004 2005

Civilian Labor Force 513,700 512,700 512,500 516,100
Employment 484,300 481,400 484,600 491,000
Unemployment 29,400 31,300 27,900 25,100
Unemployment Rate 5.7% 6.1% 5.4% 4.9%

Employment by Industry @

Total, All industries 343,200 334.300 337,500 340,300
Agriculture 2,100 2,000 800 800
Natural Resources & Mining 700 600 900 900
Construction 27,300 26,900 28,000 29,600
Manufacturing 21,900 20,600 20,600 19,800

Trade, Transportation & Utilities 62,700 59,300 59,900 60,400
Wholesale Trade 10,100 9,300 9,000 8,800
Retail Trade 43,400 42,200 43,400 44,000
Transportation, Warehousing & Utilities 9,300 7,900 7,500 7,600

Information 16,000 13,800 14,000 13,500

Financial Activities 30,800 32,400 32,600 33,900
Finance and Insurance 23,300 25,100 25,000 26,400
Real Estate & Rental Leasing 7,500 7,300 7,600 7,600

Professional & Business Services 48,000 45,100 45,900 46,700
Professional, Scientific & Technical 22,700 22,200 21,700 22,800
Management of Companies & Enterprises 6,400 5,300 5,700 5,800
Administrative & Support and Waste 18,900 17,700 18,600 18,100

Education & Health Services 40,300 40,400 41,100 40,800

Leisure and Hospitality 29,100 29,800 30,300 31,500
Arts, Entertainment & Recreation 6,200 6,200 5,800 6,100
Accommodation & Food Service 22,900 23,600 24,500 25,400

Other Services - 13,600 13,300 13,900 12,300

Government 50,500 50,200 49,300 50,200
Federal Government 6,400 6,300 6,400 5,900
State Government 9200 900 800 800
Local Government 43,200 43,000 42,100 43,500

Source: State of California Employment Development Department.

2006

518,500
496,300
22,200
4.3%

349,100
700
1,000
29,500
20,600
60,400
9,200
44,100
7,200
13,300
32,600
25,300
7,400
51,300
23,800
7,800
19,700
43,400
32,500
6,300
26,300
12,000
51,800
7,100
900
43,800

(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.
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Construction

The following tables show a six- year summary of the valuation of building permits
issued in the City and a six-year summary in the County

CITY OF OAKLEY
Building Permit Valuation
(Dollar Amounts Are Stated Fully)

2002 2003 2004 2005 2006 2007
Residential
Single Family $68,124,469 $81,312,687 $70,107,108 $163,034,874 $201,692,218 $98,567,026
Multi-Family Dwelling 0 0 0 10,981,806 0 25,462,222
Alternations/Additions 945,604 2,316,981 2,314,453 2,654,593 2,063,239 2,206,547
Total Residential: $69,070,073 $83,629,668 $72,421,561 $176,671,273 $203,755,457 $126,235,795
Non-Residential
New Commercial $300,000 $920,360 $1,185,000 $2,440,030 $616,533 $ 8,586,868
New Industrial 0 0 0 0 0 0
New Other 3,404,685 2,816,958 6,041,983 6,170,130 4,959,373 5,991,590
Alterations/Additions 139.000 648.030 1,285,050 218,460 737.390 1,568,000
Total Non-Residential: $3,843,685 $4,385,348 $8,512,033 $8,828,620 $6,313,296 $16,146,458

Total Building Permit Vaiuation:  $72,913,758 $88,015,016 $80,933,594 $185,499,893 $210,068,753 $142,382,253

New Dwelling Units

Single Family 223 262 226 530 607 291
Mutli-Family 0 0 0 96 0 262
Total: 223 262 226 626 607 553

Source: Construction Industry Research Board.

COUNTY OF CONTRA COSTA
Building Permit Valuation
(Dollar Amounts Are Stated In Thousands)

2002 2003 2004 2005 2006 2007
Residential
Single Family $1,219,608 $1,263,361 $1,113,574 $1,525,515 $ 986,695 $830,470
Multi-Family Dwelling 60,105 190,449 123,332 106,513 157,972 86,019
Alternations/Additions 213,248 230,430 233,108 293,394 307,153 285,762
Total Residential: $1,492,961 $1,684,240 $1,470,014 $1,925,422 $1,451,820 $1,202,251
Non-Residential
New Commercial $134,263 $128,736 $102,547 $87,900 $101,790 $ 148,840
New Industrial 9,316 33,047 17,422 21,156 14,530 17,504
New Other 87,957 53,037 68,105 122,628 122,628 89,919
Alterations/Additions 143.626 197,299 187,109 161,188 173,557 228,463
Total Non-Residential: $375,162 $412,119 $375,183 $392,872 $412,505 $484,726
Total Building Permit Valuations: $1,868,123 $2,096,359 $1,845,197 $2,318,294 $1,864,325 $1,686,977
New Dwelling Units
Single Family 5,076 4,965 4,222 5,452 3,310 2,693
Mutli-Famity 729 1,930 1,261 860 1,178 837
Total: 5,805 6,895 5,483 6,312 4,488 3,530

Source: Construction industry Research Board.
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Assessed Valuation

The following table presents assessed valuations for information purposes only:

CITY OF OAKLEY
ASSESSED VALUATIONS
(Fiscal Years Ended June 30)

Fiscal Year Secured Unsecured'" Total
2000/01 $1,232,055,180 $30,826,215 $1,262,881,395
2001/02 1,346,039,650 31,699,573 1,379,739,223
2002/03 1,555,488,519 34,515,211 1,590,003,730
2003/04 1,761,867,282 33,416,952 1,795.284,234
2004/05 1,992,525,256 37,365,606 2,029,890,862
2005/06 2,318,279,595 42,142,494 2,360,422,089
2006/07 2,887,406,548 42,806,626 2,930,213,174
2007/08 3,516,634,838 46,879,096 3,563,513,934

Source: California Municipal Statistics, Inc.
(1) Includes utilities.

Utilities

Gas and electric service in the City is provided by Pacific Gas & Electric. Telephone
service is provided by SBC. Water is supplied by City wells and the Diablo Valley Water District
through the City water lines and filtration plant. Sewer service is supplied by Iron Horse
Sanitary District. Oakley Disposal Service provides residential and commercial garbage
recycling and green waste collection and recycling service to the City of Oakley.

Education

The City is part of the Oakley and Liberty Union School Districts which provide K-12
public education needs. There is one high school and one continuation high school, two middle
schools and five elementary schools located in the City.

Near the City are four colleges: Los Medanos Community College in Pittsburg, Diablo
Valley College in Concord and San Joaquin Delta Community College and Contra Costa
College in San Pabilo.

Transportation

The City, located near the cities of Antioch and Stockton, is in close proximity to a highly
developed transportation network. State Highway 4 runs in an east/west direction near the City,
intersecting Interstate 680 near Martinez and Interstate 80 in Hercules. To the east, Highway 4
leads to Stockton where it intersects with Interstate 5. The highways provide the City with
access to major regional workplace and recreation areas. The City is close to both regional and
international airports - Concord Airport, Stockton Airport and Oakland International Airport. The
City is also served by bus lines and railroads. Tri-Delta Transit is a local bus service provider
for Oakley residents and Eastern Contra Costa residents. Bay Area Rapid Transit (“BART")
provides a bus service from Antioch connecting to the existing Concord BART station. BART
stations in West Pittsburg and Pittsburg have recently opened, further extending the rapid
transit system into the east County area.
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IAzE &
ASSOCIATES

ACCOUNTANCY CORPORATION
3478 Buskirk Ave. - Suite 215

INDEPENDENT AUDITORS’ REPORT

Pleasant HHI, California 94523
(925} 930-0902 - FAX (925) 930-0135

maze@mazeassociates.com
www.mazeassociates.com

Members of the Redevelopment Agency
of the City of Oakley
Oakley, California

We have audited the accompanying component unit financial statements of the governmental activities and each
major fund of the Redevelopment Agency of the City of Oakley, a component unit of the City of Oakley, for the
year ended June 30, 2007, which collectively comprise the Agency’s component unit basic financial statements as
listed in the table of contents. These component unit basic financial statements are the responsibility of the
Agency’s management. Our responsibility is fo express an opinion on these financial statements based on our
andit.

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

In our opinion, the component unit basic financial statements referred to above present fairly in all material
respects the financial position of the governmental activities and each major fund of the Redevelopment Agency of
the City of Qakley as of June 30, 2007 and the results of its operations for the year then ended, in conformity with
generally accepted accounting principles of the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated October 15, 2007 on
our consideration of the Redevelopment of the City of Oakley’s internal control structure and on its compliance
with laws and regulations.

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

Our audit was conducted for the purpose of forming opinions on the component unit basic financial statements
that collectively comprise the component unit basic financial statements. The supplemental section listed in the
Table of Contents is presented for purposes of additional analysis and is not a required part of the component
unit basic financial statements. This information has been subjected to the auditing procedures applied in the
audit of the component unit basic financial statements, and in our opinion, is fairly stated in all material
respects in relation to the component unit basic financial statements taken as a whole.

Wage and Losociaree’

Qctober 15, 2007

A Professional Corporation
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As a component unit of the City of Oakley, the Agency’s purpose is to eliminate blight in its project
areas, all of which are in the City, while ensuring an adequate stock of low and moderate-income housing.
The Agency has the power to condemn properties for this purpose and to issue debt payable out of the
incremental property taxes expected to be realized as a result of its redevelopment activities. The Agency
may enter into development agreements with developers and others to further its purposes.

The Agency’s operations are funded primarily by property tax increments generated by increased
assessments in the redevelopment areas.

FISCAL YEAR 2006-07 FINANCIAL HIGHLIGHTS

The Agency continues to work toward established policies and programs. Financial highlights for the
vear are noted below:

Agency-wide:

» The Agency’s net assets at the end of the year were $10.1 million, compared to $8.1 million from
the prior year.

e Agency-wide revenues totaled $5.6 million, compared to last year’s $3.4 million. Tax
increments represented $4.2 million of this year’s revenucs, compared to last year’s $3.1 million.

Use of money and property revenues, principally gains from the sale of property, increased from
$0.4 million to $1.3 million.

» Total Agency-wide expenses were unchanged compared to last year at $3.6 million. Expenses in
both years included $3.1 million in program costs and $0.5 million in interest expense on long-
term debt.

Fund Level
» Governmental Fund balances (consisting of Projects Funds, Low and Moderate Housing Funds,
and the Bond Debt Service Fund) decreased by $3.8 million, reducing the total governmental
fund balance as of Juune 30, 2007 to $4.7 million.

e Governmental Fund revenues totaled $5.0 million, an increase of $1.5 million over fiscal year
2005-006.

« Governmental Fund expenditures totaled $9.5 million, an increase of $4.0 million over fiscal

year 2005-06.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS
This report is in two parts:
1) Management’s Discussion and Analysis (this part),

2) The Basic Financial Statements, which include the Agency-wide and the Fund Financial
Statements, along with the Notes to these financial statements.



The Basic Financial Statements

The Basic Financial Statements are comprised of the Agency-wide Financial Statements and the Fund
Financial Statements. These two sets of financial statements provide two different views of the Agency’s
financial activities and financial position—long-term and short-term.

The Agency-wide Financial Statements provide a longer-term view of the Agency’s activities as a whole,
and comprise the Statement of Net Assets and the Statement of Activities. The Statement of Net Assets
provides information about the financial position of the Agency as a whole, including all its capital assets
and long-term liabilities on the full accrual basis, similar to that used by corporations. The Statement of
Activities provides information about all the Agency’s revenues and all its expenses, also on the full
accrual basis, with the emphasis on measuring net revenues or expenses of the Agency’s community
development and planning program. The Statement of Activities explains in detail the change in Net
Assets for the year.

The Fund Financial Statements report the Agency’s operations in more detail than the Agency-wide
statements and focus primarily on the short-term activities of the Agency’s Projects Funds, Low and
Moderate Income Housing Funds and the 2003 Tax Allocation Bonds Fund. The Fund Financial
Statements measure only current revenues and expenditures, current assets, liabilities and fund balances;
they exclude capital assets.

Major Funds account for the major financial activities of the Agency and are presented individually and
are explained below. All of the Agency’s funds are major funds.

Together, these statements are called the Basic Financial Statements.

The Agency-wide Financial Statements

All of the Agency’s basic services are considered to be governmental activities that relate to the
elimination of blight and economic development, including related community development and public
works. These services are supported by general Agency revenues such as property tax increment, and by
program revenues such as grants.

Agency-wide financial statements are prepared on the accrual basis, which means they measure the flow
of all economiic resources of the Agency as a whole.

Fund Financial Statements

Governmental Fund financial statements are prepared on the modified accrual basis, which means they
measure only current financial resources and uses. Capital assets and other long-lived assets, along with
long-term liabilities, are presented only in the Agency-wide financial statements.

The Fund financial statements provide detailed information about each of the Agency’s most significant
funds, called Major Funds. The concept of major funds, and the determination of which are major funds,
was established by GASB Statement 34 and replaces the concept of combining like funds and presenting
them in total. Instead, each Major Fund is presented individually.

The Agency has five Major Funds in 2007. These are the Redevelopment Projects Funds (Capital
Projects and Operations), the Low and Moderate Income Housing Funds (Capital Projects and
Operations) and the 2003 Tax Allocation Bond Fund.



FINANCIAL ACTIVITIES OF THE AGENCY AS A WHOLE

Statement of Net Assets

The Agency’s net assets for the year ended as of June 30, 2007 were $10.1 million, an increase of $2.0
million over the prior year. The analysis below focuses on the net assets (Table 1) and changes in
net assets (Table 2) of the Agency’s governmental activities.

Table |
Net Assets
As of June 30, 2007 and 2006
(In Millions)

Governmental Activities 2007 2006
Assets

Current and restricted assets $18.7 $17.0
Capital assets 4.1 2.1
Total Assets 22.8 9.1
Liabilities

Long-term liabilities outstanding 9.1 9.5
Other liabilities 3.6 1.5
Total Liabilities 12.7 11.0
Net Assets

Restricted 7.3 23
Unrestricted 2.8 _ 58
Total Net Assets $ 10.1 3 8.1

The Agency’s Net Assets are made-up of three components: Invested in Capital Assets, Net of Related
Debt; Restricted Net Assets; and Unrestricted Net Assets. All investments in capital assets are paid for
with debt, so Invested in Capital Assets, net of related debt for both years presented are $0.

Additional detail about the Agency’s Net Assets at June 30, 2007 is listed below:

e Cash and investments available for the Agency’s operations were $5.6 million. All investments
comply with applicable State statutes and the City of Oakley’s investment policy.

e A trustee in accordance with provisions of the 2003 Tax Allocation Bond indenture holds
approximately $689,000 in cash and investments.

e Loans to qualifying individuals and groups for the purpose of assisting in eliminating blight were
$9.5 million. These loans were made under various programs and substantially all are long-term
receivables.

e Long-term debt decreased by approximately $0.4 million to $9.1million.

e Capital Assets increased $2.0 million to $4.1 million reflecting construction in progress of the
new restaurant, park, and plaza that are part of the Civic Center Project on Main Street.



s Restricted Net Assets increased by $5 million and Unrestricted Net Assets decreased by $3
million, resulting primarily from loans made to affordable housing project developers.

Table 2
Changes in Net Assets
As of June 30, 2007 and 2006
(In Millions)

Governmental Activities 2007 2006

REVENUES

Program revenues:

Operating Grants and Contributions $0.1 $0.1

General revenues:

Property Tax Increment 4.2 3.1
Less Educational Augmentation Revenue Payment - (0.2)

Use of Money and Property A3 03

Total Revenues 56 33

EXPENSES

Redevelopment and Economic Development 23
Pass through to County and other agencies 0.8 0.6
Interest on long term debt 0.5

Transfers to the City of Oakley _1.5
Total Expenses 3.6 3.6
Change in Net Assets ‘ 2.0 0.3)
Net Assets — Beginning 8.1 7.5
GASB 34 Adjustment R 0.9
Net Assets — Ending $10.1 $8.1

Governmental Activities

Total revenue was $5.6 million, $4.2 million coming from tax increment, The increase in use of money
and property revenues is primarily due to the sale of property previously held for resale.

Total expenses were $3.6 million, with $2.3 million in Redevelopment and Economic Development
activities, $0.8 million in pass throughs and $0.5 million in debt service.



Fiscal Year 2007 Government Activities

Sources of Revenues

Use of Money md
Property 23%

Property Tax
Increment 75% Operating Grants

2%

Functional Expenses

Pass Throughs to
Other Agencies
2%

Redevelopment and
Ecemomic
Development 64%

Debt Service %

Statement of Activities

The Statement of Activities presents general revenues and program expenses in detail. General revenues
(those revenues other than grants) totaled $5.6 million and were more than program expenses which
totaled $3.6 million.

The Agency’s main revenue source is property tax increments. In fiscal year 2007, the Agency received
$4.2 million in tax increment revenues.



REPORTING THE AGENCY?’S FUNDS
Fund Financial Statements

Analyses of Major Funds

Projects Capital Projects and Operations Funds

In total, the combined fund balances of the Projects Funds decreased by $0.8 million.

The Capital Projects Fund accounts for monies received from tax increment funds for major capital projects
in the Redevelopment Plan; and construction in progress at year-end accounted for capital asset additions of
$1.8 million.

The Agency offers various loan programs to encourage development and improvements of property
within the redevelopment plan area. In the Projects Operations Fund, new loans are accounted for as
expenditures and repayments on loans are accounted for as revenues. The balance of outstanding loans is
recorded as a receivable, with an offsetting credit to deferred revenue. There was little net change in
loans from the project fund this year.

The Funds’ total net revenues were $3.7 million. The major portion of these revenues represented tax
increment of $3.3 million.

The Funds® expenditures were $4.7 million, including $4.5 million in program costs and $0.2 million in
debt service payments. In addition, the Projects Operations Fund transferred $0.6 million to the Debt
Service Fund necessary for debt service payments on the 2003 Tax Allocation Bonds.

Low and Moderate Income Housing Capital Projects and Operations Funds

These Funds account for the portion of property tax increment required under California law to be set
aside to fund low and moderate income housing expenditures. The Agency offers several programs under
which loans are provided to low and moderate income residents and non-profit corporations developing
such housing. In these Funds, new loans are accounted for as expenditures and repayments on loans are
accounted for as revenues. The balance of outstanding loans is recorded as a receivable, with an
offsetting credit to deferred revenue.

The Funds’® operations are financed by the legally required 20% set-aside funds to the Low and Moderate
Income Housing Funds and funds borrowed from the City. In fiscal year 2006-07, the 20% set-aside
amounted to $837,705.

At June 30, 2007, the balances of loans under the above programs were $8.5 million, an increase of $3.8
million from the $4.7 million reported at June 30, 2006.

Principal payments and in many cases interest payments are deferred on these low and moderate income
loans until the property is sold or re-financed, and are not considered Fund revenues until they are
received. Principal and interest on loans to non-profit developers of such properties typically are at
below-market rates and payments are deferred for considerable periods of years to assist these non-profit
organizations in their efforts to develop such housing,



All these loans are secured by deeds of trust on the underlying properties. If the facilities constructed
with these loans are not used for the purposes intended, the loans become due and payable immediately.

Total revenues in the Funds were $1.3 million, including $48,000 in loan repayments. Total expenditures
were $4.1 million, excluding $0.1 million in transfers to the Debt Service Fund for debt service payments
on the 2003 Tax Allocation Bonds.

The fund balance in the Low and Moderate Income Housing Funds decreased in 2006-07 by $3.0 million
to $(1.9) million due primarily to the increased expenditures on affordable housing projects.

2003 Taxable Tax Allocation Bonds Debt Service Fund

Each of the Agency’s debt issues is discussed in detail in Note 8 to the financial statements. During fiscal
year 2003-04 the Redevelopment Agency issued $8.5 million of Tax Allocation Bonds that bear interest
at 3.97% to 6.32 % and are due in 2028. The proceeds from these Bonds will be expended on projects in
the Redevelopment Area designed to improve the market value of the properties in the area. Transfers
into the fund by the Projects and Low and Moderate Income Housing Funds are used to pay the debt
service on the bonds.

Budgetary Highlights

In the Projects Funds, actual ending revenues of $3.7 million exceeded estimated revenues by $0.6
million, and actual ending expenditures of $5.3 million, including transfers to the Debt Service Fund were
$2.6 million less than budget, primarily because the Agency budgets its entire estimated fund balance,
including amounts for multi-year projects.

In the Low and Moderate Income Housing Funds, actual ending revenues of $1.3 million were greater
than the $0.8 million budgeted, primarily due to increased property taxes and loan repayments. Actual
ending expenditures, including transfers, were $4.3 million, less than the $5.0 million budgeted.

CAPITAL ASSETS
GASB 34 requires the Agency to record all its capital assets including any infrastructure. At the end of

fiscal 2007, the Agency had $4.0 million in Capital Assets, an increase of $1.9 million when compared to
last year.



ECONOMIC OUTLOOK AND NEXT YEAR’S BUDGET

In preparing the budget for 2007-08, management looked at the following significant factors likely to
affect the financial condition of the Agency:

e Economic development is a key element in the City’s long-range Financial Planning efforts and
we are beginning to see progress. While major economic efforts are not yet under construction,
smaller business development remains strong, and there continues to be a growing interest in
more substantial retail and industrial development that will also generate increased sales tax for
the City.

e Infrastructure improvement remains a high priority initiative, especially in areas where it is seen
as a necessary element to promote economic growth.

e Tax increment has become significant enough for the Agency to issue a new round of debt for
upcoming projects. Original estimates indicate a sizing that will provide approximately $18 to
$20 million for projects.

At June 30, 2007, the Agency’s Projects Operations Fund had an Unrestricted Fund Balance

approximately equal to approximately 73% of its annual budget; the Low and Moderate Housing
Operations Fund had a Fund Balance deficit equal to approximately 146% of their annual budget.

CONTACTING THE AGENCY’S FINANCIAL MANAGEMENT
These financial statements are intended to provide citizens, taxpayers, investors, and creditors with a

general overview of the Agency’s finances. Questions about this Report should be directed to the Finance
Department, at 3231 Main Street, Oakley, California 94561,
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REDEVELOPMENT AGENCY OF THE CITY OF OAKLEY

STATEMENT OF NET ASSETS AND
STATEMENT OF ACTIVITIES

The Statement of Net Assets and the Statement of Activities summarize the entire Agency’s financial
activities and financial position. They are prepared on the same basis as is used by most businesses,
which means they include all the Agency’s assets and all its liabilities, as well as all its revenues and
expenses. This is known as the full accrual basis—the effect of all the Agency’s transactions is taken
into account, regardless of whether or when cash changes hands.

The Statement of Net Assets reports the difference between the Agency’s total assets and the Agency’s total
liabilities, including all the Agency’s infrastructure and other fixed assets and all its long-term debt. The
Statement of Net Assets focuses the reader on the composition of the Agency’s net assets, by subtracting
total liabilities from total assets. The Statement of Net Assets summarizes the financial position of the
Agency’s financial position in a single column.

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

The format of the Statement of Activities presents the Agency’s expenses that are listed by program first.
Program revenues—that is, revenues which are generated directly by these programs—are then deducted
from program expenses to arrive at the net expense of each program. The Agency’s general revenues are
then listed in the Governmental Activities column and the Change in Net Assets is computed and reconciled
with the Statement of Net Assets.

11



REDEVELOPMENT AGENCY OF THE CITY OF OAKLEY

STATEMENT OF NET ASSETS
JUNE 30, 2007

ASSETS

Cash and investments available for operations (Note 3)

Cash with fiscal agent(Note 3)
Accounts receivable
Interest receivabie
Notes receivable (Note 5)
Tax increment pass through (Note 8C)
Laund held for redevelopment {Note 6)
Capital assets (Note 7):
Land and construction in progress
Depreciable, net

Total Assets

LIABILITIES

Accounts payable
Accrued liabilities
Interest payable
Compensated absences (Note 1H)
Advances from the City of Oakley (Note 4)
Long-term debt (Note 8):

Due in one year

Due in more than one year

Total Liabilities

NET ASSETS (Note 9)
Restricted for:
Debt service
Low and moderate income housing
Total resiricted net assets

Unrestricted

Total Net Assets

$5,610,117
688,603
138,067
48,320
9473481
1,097,405
1,661,612

2,946,728
1,095,094

22,759,427

1,059,502
7,021
158,942
11,941
2,339,248

420,000
8,682,405

12,679,059

739,201
6,538,465

7,277,666

2,802,702

$10,080,368

See accompanying notes to component unit financial statements
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REDEVELOPMENT AGENCY OF THE CITY OF OAKLEY

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2007

Expenses:
Comimunity Development
Redevelopment and Economic Development
Pass-through to County and other agencies (Note 11)
Interest and fiscal charges
Total program expenses

Program revenues:
QOperating grants

Total program revenues
Net program expense
Geuneral revenues:
Property tax increment
Gain from sale of property
Use of money and property
Miscellaneous
Total general revenues and transfers
Change in Net Assets

Net assets-beginning

Net-assets-ending

See accompanying notes to financial statements

13

$38,265
2,301,695
808,639

501,921

3,650,520

138067
138,067

3,512,453

4,161,415
714,281
560,037

38,464

5,474,197

1,961,744

8,118,624

$10,080,368
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REDEVELOPMENT AGENCY
OF THE CITY OF OAKLEY
Component Unit Financial Statements

| FUND FINANCIAL STATEMENTS

Major funds are defined generally as having significant activities or balances in the current year. The funds
described below were determined to be Major Funds by the Agency for fiscal 2007,

PROJECTS CAPITAL PROJECTS FUND

This fund accounts for monies received from tax increment funds and the proceeds from the 2003 Taxable Tax
Allocation Bonds for major capital projects in the Oakley Redevelopment Project Area.

PROJECTS OPERATIONS CAPITAL PROJECTS FUND

This fund accounts for monies received from tax increment funds for the operations of the Agency in conjunction
with capital projects in the Oakley Redevelopment Project Area.

LOW AND MODERATE INCOME HOUSING PROJECTS CAPITAL PROJECTS FUND

This fund accounts for capital projects funded by the twenty percent housing set aside from the tax increment
revenue from the Oakley Redevelopment Project Area and low and moderate income housing projects funded by the
2003 Taxable Tax Allocation Bonds.

LOW AND MODERATE INCOME HOUSING OPERATIONS CAPITAL PROJECTS FUND

This fund accounts for the twenty percent housing set aside from the tax increment proceeds from the Oakley
Redevelopment Project Area.

2003 TAXABLE TAX ALLOCATION BONDS DEBT SERVICE FUND

This fund accounts for principal and interest payments on the 2003 Taxable Tax Allocation Bonds.
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REDEVELOPMENT AGENCY OF THE CITY OF OAKLEY
GOVERNMENTAL FUNDS
BALANCE SHEET

JUNE 30, 2007
LOW AND MODERATE
PROJECTS INCOME HOUSING
2003 TFaxable Total
Capital Cupital Tax Allocation Goveramenta)
Projects Oprerations Projects Operations Bonds Funids
ASSETS
Cash and investiments available for operations (Note 3) $3,739,342 51,407,966 S840 $404,276 550,187 85,610,117
Cash with fiscal agent (Note 3} 688,603 688,603
Accounts receivable 138,067 138,067
hnterest receivable 31,327 9,505 32 6,645 411 48,320
Wotes feceivable (Note 5) 993,641 8,477,840 9473481
Land held for redevelopnient (Note 6) 716,667 944,945 1,661,612
Total Assets 54,635,603 $2,358,457 $8.178 $8,888.761 $738,20] 517,620,200
LIABILITIES
Avcouarts payable $976,230 876,854 86428 SLOSgE02
Acerued Habiliies 2,401 4,620 7021
Deferred revenue 295,541 8477840 G473,481
Advances from the City (Note 4} 2.339.248 2,139,248
Total Liabiities 976,220 1,074,896 10,828,136 12,879,252
FUND BALANCES
Fuud balance (Mote 9)
Reserved for encwinibrances 1,176,333 19,202 8939 1,204,476
Reserved for Jand held for redevelopment 716,667 944,945 1,661,612
Reserved for debt service $739.201 734,201
Reserved for low amd moderate income housing 58,178 8,178
Unreserved, designated for projects 1,736,381 37,828 1,794,209
Unreserved, undesignated
Reported b
Capital projects funds 1,281,386 {1.948,314) {666,728)
TOTAL FUUND BALANCES 3,649,383 2,283,501 8,178 {1.939,37%) 739.204 4,740,948
Total Liabilities and Fund Balanges $4,625,603 $3,358.457 88,178 £8,888,761 £739,201
Amaounts reported for Governmental Activities in the Statement of Net Assets are
different frem those reported in the Governmental Funds above becanse of the following:
CAPITAL ASSETS
Capital agsets used in Govermmental Activities are not currenf assets or iTnancial resources amd therefore are not reported 1o the Governmenial Finids. 4,041,822
ACCRUAL OF NON-CURRENT REVENUES AND EXPENSES
Revenues which are deferred on-the Fund Balance Sheets because they are not available currenily are taken
futo revenue in the Statement of Activities. Q473481
LORG TERM ASSETS AND LIABILITIES
The assets and linbilities below:are not due aud pavable i the current period and therefore ate notreported in the Funds:
Tax iiereneit pass throngh FOYT,408
Compensated absences (13941}
Long-term debt {9.102.405)

Interest payahle
NET ASSETS OF GOVERNMENTAL ACTIVITIES

See accompanying notes 1o financial stuements

{138,942)

$10,080,368



REDEVELOPMENT AGENCY OF THE CITY OF OAKLEY
GOVERNMENTAL FUNDS

REVENUES
Property taxes
Other Intergovernmenial
Loan repayment
Use of meney and property
Miscellancous

Total Revenyes

EXPENDITURES
Lurrent:
Community Development
Redevelopment and Eeonomic Development
Pass through to County and other agencics
Capital outlay
Dbt service:
Principal
Interest and Hscal charges

Total Expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES {USES)
Gain from sale of property
Transfers in (Note 4)
Transfers {out) (Note 4)
Total Other Financing Sources (Uses)
NET CHANGE IN FUND BALANCES
Fund balances (deficit} at beginning of year

Fund balances (deficit) at end of year

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

LOW AND MODERATE
PROJECTS INCOME HOUSING
2003 Taxable Total
Capital Capital Tax Allecation Govermmental
Projects Operations Projects Operations Bonds Funds

$3,323,710 $837,70% $4,161,415

$138,067 130,000 318,067
48,250 48,250

169,650 61,112 $38,258 169,416 538,919 477,355

37,634 830 38,464

345,351 3,385,652 38,258 1,235,371 38919 5,043,551

2,000 2600

49,586 1,918,846 4125710 6,094,142

808,639 808,639

1,761,327 1,767,327
175,000 190,000 365,000

22,295 482,140 504,435

1,816,911 2,902,485 4,148,005 674,140 9,541,543
{1,471,562) 483,167 38,258 {2,912,634) (635,211) (4,497.992)

714,281 714,281

1,460,682 1,319,622 676,395 3,456,899
{2,003,159) {1,319,622) {134,118) (3,456,809}

1,460,682 {1,288,878) (1,315,622) 1,185,504 676,595 714,281
(10,880) (805,711} {1,281,364) {1,727,130) 41,374 €3,783.711)
3,660,263 3,089,272 1,289,542 (212,245) 697,827 8,524,659
53,649,383 $2,283,561 $8,178 ($1,539,375) 739,701 $£4,740,948

See accompanying notes to financial statements
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REDEVELOPMENT AGENCY OF THE CITY OF OAKLEY
Reconctliation of the
NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS
with the
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30,2007

The schedule below reconciles the Net Changes in Fund Balances reported on the Governmenial Funds Stitement of
Reventes, Expenditures and Changes in Fund Balance, which measures only changes in current assets and current
liabilities on the modified accrual basis, with the Change in Net Assets of Governmental Activities reported in the
Statement of Activities, which is prepared on the full accrual basis.

NET CHANGE IN FUND BALANCES ($3,783711)

Amounts reported for governmental activities in the Statement of Activitics
are different because of the following:

CAPITAL ASSETS TRANSACTIONS
Governmental Funds report capital outlays as expenditures. However,
in the Statement of Activities the cost of those assets is capitalized and alocated over
their estimated useful lives and reported as depreciation expense.

The capital outlay expenditures arc therefore added back to fund balance 1,767,327
Depreciation expense is deducted from fund balance (36,265)
Land held for redevelopment transferred to capital assets is-added to fund balance 192,402
Retirements are deducted from fund balance (4,526)

LONG TERM DEBT PROCEEDS AND PAYMENTS

Bond proceeds provide current financial resources to governmental funds, but
issuing debt increases long-term liabilities in the Statement of Net Assets.
Repayment of bond principal is an expenditare in the governmental funds, but
in the Statement of Net Assets the repayment reduces long-term liabilities.

Repayment of debt principal is added back to fund balance 365,000

ACCRUAL OF NON-CURRENT ITEMS

The amounts below included in the Statement of Activities do not provide or (require) the use of
current financial resources and therefore are not reported as revenue or expenditures in
governmental funds (net change):

Tax increment pass through (175,000)
Compensated absences (4,182)
Interest payable 2,514
Deferred revenue 3,638,185
CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES $1,961,744

See accompanying notes to {inancial statements
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BIOTE 1 - DESCRIPTION AND SIGNIFICANT ACCOUNTING POLICIES |

A.

Organization and Purpose

The Redevelopment Agency of the City of Oakley was established under the provisions of the
Redevelopment Law (California Health and Safety Code), to clear and rehabilitate areas determined to be in
a declining economic condition in the Project Areas. The Oakley Redevelopment Area, a Project Area of
the County of Contra Costa Redevelopment Agency, was transferred from the County to the City on
November 21, 2000. At that date, the City formed the Oakley Redevelopment Agency, which assumed
the assets and liabilities of the Project Area and received a net contribution of $8,159,039 from the
County. The Agency’s policies are determined by the City Council in their separate capacity as board
members of the Agency.

On QOctober 8, 2001 the Redevelopment Plan was restated and amended to incorporate additional territory
and amend the Plan in its entirety.

The Agency is authorized to finance the Plan from various sources, including assistance from the City, the
state and federal governments, property tax increments, interest income and the issuance of Agency notes
and bonds.

Reporting Entity

The Agency is an integral part of the City of Oakley and, accordingly, the accompanying financial
statements are included as a component of the basic financial statements prepared by the City. A
component unit is a separate governmental unit, agency or nonprofit corporation which, when combined
with all other component units, constitutes the reporting entity as defined in the City’s basic financial
statements.

Basis of Presentation

The financial statements and accounting policies of the Agency conform with generally accepted accounting
principles applicable to governments. The Governmental Accounting Standards Board (GASB) is the
accepted standard-setting body for establishing governmental accounting and financial reporting principles
in the United States of America.

Government-wide Statements: The Statement of Net Assets and the Statement of Activities include the
financial activities of the overall Agency government. Eliminations have been made to minimize the
double counting of internal activities.

The Statement of Activities presents a comparison between direct expenses and program revenues for
each function of the Agency’s activities. Direct expenses are those that are specifically associated with a
program or function and, therefore, are clearly identifiable to a particular function. Program revenues
include (a) charges paid by the recipients of goods or services offered by the programs and (b) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular
program. Revenues that are not classified as program revenues, including all taxes, are presented as
general revenues.

19




REDEVELOPMENT AGENCY
OF THE CITY OF OAKLEY
Component Unit Financial Statements

|NOTE 1 - DESCRIPTION AND SIGNIFICANT ACCOUNTING POLICIES (Continued) I

Fund Financial Statements: The fund financial statements provide information about the Agency's
funds. Separate statements for each governmental fund are presented. The emphasis of fund financial
statements is on major individual funds, each of which is displayed in a separate column.

D, Major Funds

Major funds are defined as funds that have either assets, liabilities, revenues or expenditures equal to ten
percent of their fund-type total and five percent of the grand total.

The Agency reported the following major governmental funds in the accompanying financial statements:

Projects Capital Projects Fund - This fund accounts for monies received from tax increment funds and the
proceeds from the 2003 Taxable Tax Allocation Bonds for major capital projects in the Oakley
Redevelopment Project Area.

Projects Operations Capital Projects Fund - This fund accounts for monies received from tax increment
funds for the operations of the Agency in conjunction with capital projects in the Oakley Redevelopment
Project Area.

Low and Moderate Income Housing Projects Capital Projects Fund - This fund accounts for capital
projects funded by the twenty percent housing set aside from the tax increment revenue from the Oakley
Redevelopment Project Area and low and moderate income housing projects funded by the 2003 Taxable
Tax Allocation Bonds.

Low and Moderate Income Housing Operations Capital Projects Fund - This fund accounts for the
twenty percent housing set aside from the tax increment proceeds from the Oakley Redevelopment Project
Area.

2003 Taxable Tax Allocation Bonds Debt Service Fund - This fund accounts for principal and interest
payments on the 2003 Taxable Tax Allocation Bonds.

E. Basis of Accounting

The government-wide financial statements are reported using the economic resources measwurement
Jocus and the full accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded at the time liabilities are incurred, regardless of when the related cash flows take place, on these
new government-wide financial statements.

Governmental funds are reported using the current financial resources measurement focus and the
modified accrual basis of accounting, Under this method, revenues are recognized when measurable and
available. The Agency considers all revenues reported in the governmental funds to be available if the
revenues are collected within sixty days after year-end. Governmental fund expenditures are recorded
when the related fund liability is incurred, except for principal and interest on general long-term debt and
compensated absences, which are recognized as expenditures when they are paid. Capital asset
acquisitions are reported as expenditures in governmental funds. Proceeds from general long-term debt
and capital leases are reported as other financing sources.
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NOTE 1 - DESCRIPTION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Under the terms of grant agreements, the Agency funds certain programs by a combination of specific
cost-reimbursement grants, categorical block grants, and general revenues. Thus, when program expenses
are incurred, there are both restricted and unrestricted net assets available to finance the program. The
Agency’s policy is to first apply cost-reimbursement grant resources to such programs, followed by
general revenues.

Revenue from property taxes is recognized in the fiscal year for which the taxes are levied, Revenue from
grants, entitlements, and donations is recognized in the fiscal year in which all eligibility requirements
have been satisfied.

F Revenue

The Agency’s primary source of revenue is incremental property taxes. Property taxes allocated to the
Agency are computed in the following manner:

a. The assessed valuation of all property within the Project Areas was frozen on the date of adoption
of the Redevelopment Plan.

b. Property taxes related to any incremental increase in assessed values after the adoption of the
Redevelopment Plan are allocated to the Agency; all taxes on the “frozen™ assessed valuation of the
property are allocated to the City and other taxing authorities receiving taxes from the Project
Areas.

The Agency has no power to levy and collect taxes and any legislative property tax reduction would lower
the amount of tax revenues that would otherwise be available to pay the principal and interest on bonds or
loans from the City. ‘Conversely, any increase in the tax rate or assessed valuation or any elimination of
present exemptions would increase the amount of tax revenues that would be available to pay principal and
interest on bonds or loans from the City.

G. Property Taxes

Revenue is recognized in the fiscal year for which the tax is levied. The County of Contra Costa levies, bills
and collects property taxes for the Agency; under the County’s “Teeter Plan” the County remits the entire
amount levied for secured taxes and handles all delinquencies, retaining interest and penalties. Secured and
unsecured property taxes are levied on January 1 of the preceding fiscal year.

Secured property tax is due in two installments, on November 1 and February 1 and becomes a lien on those
dates. It becomes delinquent on December 10 and April 10, respectively. Unsecured property tax is due on
July 1, and becomes delinquent on August 31.

The term “unsecured” refers to taxes on personal property other than real estate, land and buildings. These

taxes are secured by liens on the property being taxed. Property tax revenues are recognized by the Agency
in the fiscal year they are assessed, provided they become available as defined above,

21




REDEVELOPMENT AGENCY
OF THE CITY OF OAKLEY
Component Unif Financial Statements

1NOT‘E 1~ DESCRIPTION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

H. Compensated Absences

Compensated absences comprise unpaid vacation and certain compensated time off, which are accrued as
earned. The liability for compensated absences is determined annually. For all governmental funds,
amounts expected to be paid out of current financial resources are recorded as fund liabilities; the long
term portion is recorded in the Statement of Net Assets.

The changes in the compensated absences were as follows:

Governmental

Activities
Beginning Balance $7,759
Additions 13,718
Payments (9,536)
Ending Balance $11,941

The long-term portion of governmental activities compensated absences is liquidated primarily by the
Projects Fund.

[NOTE 2 - BUDGETS AND BUDGETARY ACCOUNTING |

A. Budgetary Procedures

The Agency follows these procedures in establishing the budgetary data reflected in the financial
statenients:

1.

b2

B

The Executive Director submits to the Board of Directors a proposed operating budget for the
fiscal year commencing the following July 1. The operating budget includes proposed
expenditures and the means of financing them.

Public hearings are conducted to obtain citizen’s comments,
The budget is legally enacted by Board resolution.

All appropriations transfers between funds and between departments must be approved by the
Board by resolution during the fiscal year. The Executive Director is authorized to transfer
unencumbered appropriations within a fund. In addition, amendments that are made to authorize
spending of increased or new special purpose revenues may be appropriated by the Executive
Director. The legally adopted budget requires that expenditures not exceed total appropriations at
the fund level.

Formal budgetary integration is employed as a management control device during the year for all
funds.

Budgets are adopted on a basis consistent with generally accepted accounting principles (GAAP).

Budgeted amounts appearing in the budgetary comparison statements are as originally adopted
or as amended by the Board and/or Executive Director,
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NOTE 2 - BUDGETS AND BUDGETARY ACCOUNTING (Continued) I

B, Encumbrances

Under encumbrance accounting, purchase orders, contracts and other commitments for the expenditures of
monies are recorded in order to reserve that portion of the applicable appropriation. Encumbrance
accounting is employed as an extension of the formal budgetary integration in all budgeted funds.
Encumbrances outstanding at year end are reported as reservations of fund balances since they do not
constitute expenditures or liabilities and are reappropriated in the following year. Unexpended operating
appropriations lapse at year end and must be reappropriated in the following year. Unexpended capital
projects appropriations are automatically reappropriated in the following year.

C Expenditures in Excess of Budget

The Projects-Operations Capital Projects Fund had expenditures in excess of budget of $536,935.
Sufficient resonrces were available to finance these expenditures.

|NOTE 3 - CASH AND INVESTMENTS |

The Agency’s dependence on property tax receipts, which are received semi-annually, requires it to
maintain significant cash reserves to finance operations during the remainder of the year. The City and
Agency pool cash from all sources and all funds, except cash with fiscal agent so that it can be safely
invested at maximum yields, while individual funds can make expenditures at any time,

A. Policies

The Agency and its fiscal agents invest in individual investments and in investment pools. Individual
investments are evidenced by specific identifiable pieces of paper called securities instruments, or by an
electronic entry registering the owner in the records of the institution issuing the security, called the book
entry system. For debt proceeds, individual investments are made by the Agency’s fiscal agents if required
under its debt issues; other monies on hand are normally invested in the City’s investment pool and the
California Local Agency Investment Fund pool administered by the State,

The Agency’s investments are carried at fair market value. The Agency adjusts the carrying value of its
investments to reflect their fair market value at each fiscal year end, and it includes the effects of these

adjustments in income for that fiscal year,

Interest income on investments is allocated on the basis of quarter-end cash and investment balances in each
fund.
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NOTE 3 - CASH AND INVESTMENTS (Continued)

B

Investments Authorized by the California Government Code and the Agency’s Investment Policy

The Agency’s Investment Policy and the California Government Code allow the Agency to invest in the
following, provided the credit ratings of the issuers are acceptable to the Agency; and approved percentages
and maturities are not exceeded. The table below also identifies certain provisions of the California
Government Code or the Agency’s Investment Policy:

Maximum
Minimum Maximum Investment
Maximum Credit Percentage InOne
Authorized Investment Type Maturity Quality of Portfolio Issuer

U.S. Government Securities 5 years No Limit No Limit
U.8. Government Agency Securities: 5 years No Limit No Limit

Federal Home Loan Bank

Federal National Mortgage Association

Federal Farm Credit Bank

Federal Home Loan Mortgage Corporation

Student Loan Marketing Association

Government National Mortgage

Association
State of California Warrants, Treasury Notes 5 years No Limit No Limit
or Bonds
California Local Agency Investment Fund N/A N/A $40 million
per-account
Certificates of Deposit 5 years Al/P] 30% No Limit
Bankers Acceptances 180 days Al/Pl 40% 30%
Medium Term Notes 5years A 30% No Limit
Money Market Funds N/A Top rating 20% No Limit
category

Investment Trust of California (CalTRUST) N/A N/A No Limit
Repurchase Agreement I year No Limit No Limit No Limit
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NOTE 3 - CASH AND INVESTMENTS (Continued) |

C

Investments Authorized by Debt Agreemenis

The Agency must maintain required amounts of cash and investments with trustees or fiscal agents under
the terms of certain debt issues. These funds are unexpended bond proceeds or are pledged reserves to
be used if the Agency fails to meet its obligations under these debt issues. The California Government
Code requires these funds to be invested in accordance with Agency resolutions, bond indentures or State
statutes. The table below identifies the investment types that are authorized for investments held by fiscal
agents, The table also identifies certain provisions of these debt agreements:

Minimum
Maximun Credit
Authorized Investment Type Maturity Quality
U.S. Government Securities N/A AaalAAA
U.S. Government Agency Securities N/A N/A
Investments insured by FDIC N/A N/A
Commercial Paper 270 days A-1+/P-1
Money Market Funds N/A AAAWAAAMG
Pre-refunded Municipal Obligations N/A Highest rating
Municipal Obligations N/A AaalAAA
General Obligations of States N/A A2/A
Investment Agreements N/A N/A
Repurchase Agreements N/A N/A
Banker’s Acceptances N/A N/A
Short term Certificates of Deposit 360 days A-1/A-1+/P-1
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NOTE 3 - CASH AND INVESTMENTS (Continued) -}

D.

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment. Normally, the longer the maturity of an investment, the greater the sensitivity of its fair
value to changes in market interest rates. The Agency generally manages its interest rate risk by holding
investments to maturity.

Information about the sensitivity of the fair values of the Agency’s investments (including investments
held by bond trustees) to market interest rate fluctuations are provided by the following:

Cashand
Investments .
Available for Investments
Qperations with Fiscal Agents Total
Wells Fargo Money Market Fund $688,603 $688,603
Local Agency Investment Pool $761,712 761,712
City of Oakley Investment Pool 4,848,405 4,848,405
$5,610,117 $688,603 $6,298,720

The Agency is a participant in the Local Agency Investment Fund (LAIF) that is regulated by California
Government Code Section 16429 under the oversight of the Treasurer of the State of California. The
Agency reports its investment in LAIF at the fair value amount provided by LAIF, which is the same as
the value of the pool share. The balance is available for withdrawal on demand, and is based on the
accounting records maintained by LAIF, which are recorded on an amortized cost basis. Included in
LAIF’s investment portfolio are collateralized mortgage obligations, mortgage-backed securities, other
asset-backed securities, loans to certain state funds, and floating rate securities issued by federal
agencies, government-sponsored enterprises, United States Treasury Notes and Bills, and corporations.
At June 30, 2007 these investments matured in an average of 176 days.

Money markets are available for withdrawal on demand.

Credit Risk

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the
investment. This is measured by the assignment of a rating by a nationally recognized statistical rating

organization. The Agency’s money market fund investments and the Local Agency Investment Fund
were not rated at June 30, 2007.
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iN()TE 4 - INTERFUND TRANSACTIONS

A.

Transfers Between Agency Funds

Pund Receiving Transfer Fund MakKing Transfers Amount
Capital Projects Funds: Capital Projects Funds:
Projects ~ Capital Projects Projects - Operations $1,460,682 (A}
Low & Moderate Income Housing - Operations Low & Moderate Income Housing - Capital Projects 1,319,622 (&)
2003 Taxable Tax Alloeation Bonds Debt Capital Projects Funds:
Service Fund Projects - Operations 542,477 (B)
Low & Moderate Income Housing ~ Operations 134,118 (B)

Total Interfund Transfers $3,456,899

{A) To fund capital projects
(B} To fund debt service

Advances from the Cily

The Traffic Impact Fees Capital Projects Fund, Park Impact Fees Capital Projects Fund, and Public
Facilities Impact Fees Capital Projects Fund made advances to the Redevelopment Agency Low &
Moderate Income Housing Capital Projects Fund to assist with the Courtyards and Cypress Grove
affordable housing project. The advances are to be repaid from the first repayments by the developer and
bear interest at 3%. The balance of this advance at June 30,2007 was $1,137,576.

During fiscal 2007, three funds loaned a total of $2,358,753 to the Redevelopment Agency Low and
Moderate Income Housing Capital Projects Fund to assist with the Agency’s loan to a Developer for the
Carol Lane housing project. The funds making the loans are as follows: the Traffic Impact Fund in the
amount of $1,431,248, Park Development Impact Fund in the amount of $594,497, and the Public Facilities
Impact Fee Fund in the amount of $333,008. The loans bear simple interest of 3% per year and are to be
repaid from available low and moderate income housing tax increment. The balance of this advance at June
30, 2007 was $1,201,672, and is expected to be repaid within five years,
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|NOTE 5~ NOTES RECEIVABLE |

The Redevelopment Agency engages in programs designed to encourage construction or improvement in
low-to-moderate income housing or other projects. Under these programs, grants or loans are provided
under favorable terms to home-owners or developers who agree to spend these funds in accordance with the
Agency’s terms. Although these loans and notes are expected to be repaid in full, their balance has been
offset by deferred revenue as they are not expected to be repaid during the next fiscal year.,

Loans Receivable under Redevelopment Agency Programs

The Agency engages in programs designed to encourage construction of or improvement in low-to-
moderate income housing. Under these programs, grants or loans are provided under favorable terms to
home-owners or developers who agree to expend these funds in accordance with the Agency’s terms,
The balances of the notes receivable, including accrued interest, arising from these programs at June 30
are set forth below:

Golden Oak Manor $920,400
Silver Oak Apartments 514,161
Oakley Senior Housing 1,422,739
Oakley Cypress Associates 2,618,752
Carol Lane 3,899,032
First Time Homebuyer 98,397

Total $9,473 481

Golden Oak Marnor

Under the terms of a Loan Agreement dated December 19, 1994 between the Redevelopment Agency and
the Developer, Golden Oak Manor, L.P.,, the Agency loaned the amount of $780,000 to construct 50

‘senior residential rental units, with 24 of the units being restricted to very low income households. The

loan is secured by a deed of trust on the property, is due in 2054 and bears simple annual interest of 3
percent. Interest and principal are deferred for 60 years or upon transfer of the property to an unqualified
entity. Any unpaid amounts are considered deferred; all deferred principal and interest is due when the
note matures.

Silver Oak Apartments

Under the terms of a Loan Agreement dated May 1, 1998 between the Redevelopment Agency and the
Developer, Ecumenical Association for Housing, the Agency loaned $374,220 along with an additional
$99,206 in January 1999, for a total loan amount of $473,426, to fund the construction of 24 affordable
housing units. The loan is secured by a deed of trust on the property, is due in 2058 and bears simple
annual interest of 3 percent with principal and interest due annually to the extent there is “residual receipts”
as defined in the agreement. Any unpaid amounts are considered deferred; all deferred principal and
interest is due when the note matures.
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INOTE 5~ NOTES RECEIVABLE (Continued) |

D.

Oakley Senior Housing

Under the terms of a Loan Agreement dated February 8, 2000 between the Redevelopment Agency and the
Developer, Oakley Senior Associates, L.P., the Agency loaned the amount of $1,800,000 to fund the
acquisition and development costs to construct eighty units of affordable housing for low and moderate
income seniors. The loan is secured by a deed of trust on the property, is due in 55 years from the issuance
of the certificate of completion, but not later than 2058, and bears simple annual interest of 3 percent, with
principal and interest due annually to the extent there is “residual receipts” as defined in the agreement.
Any unpaid amounts are considered deferred; all deferred principal and interest is due when the note
matures. The Agency received a payment of $547,000 from the developer during fiscal year 2002,

Habitat for Humanity

The Agency entered into a Dispesition and Development Agreement (Montague) to provide financial
assistance to Habitat for Humanity. Under the terms of the Agreement, the Agency made a loan to Habitat
for Humanity in the amount of $75,000 to fund the land acquisition costs for the development of three
additional single-family homes to be sold to low income persons and households. The Agency also
provided a $75,000 grant to fund a portion of predevelopment costs. The loan is secured by a deed of trust
on the property and is forgivable upon written request from Habitat after the issuance of each Certificate of
Completion. The loan was forgiven as of June 30, 2007,

Oakley Cypress Associates

Under the terms of the Loan Agreement dated December 1, 2005, the Agency loaned $2.5 million to Oakley
Cypress Associates to assist in the development of 96 affordable housing units. The loan is secured by a
deed of trust on the property and bears simple interest of 3 percent annually. Principal and interest
payments are due annually to the extent that Oakley Cypress Associates has “residual receipts” as defined in
the agreement. The remaining balance of unpaid principal and accrued interest is due fifty-five years after
the issuance of the certificate of completion, but no later than December 1, 2063,

Carol Lane

Under the terms of a Loan Agreement dated February 23, 2007 between the Agency and the Developer, 59
Carol Lane, L.P., the Agency loaned the amount of $3,858,753 to fund the acquisition and development
costs to construct two hundred and eight units of senior and family affordable housing for low and very-low
income households. The loan is secured by a deed of trust on the property, is due in 55 years from the
issuance of the certificate of completion, but not later than 2062, and bears interest of 3 percent,
compounded annually, with principal and interest due annually to the extent there are “residual receipts” as
defined in the agreement. Any unpaid amounts are considered deferred; all deferred principal and interest is
due when the note matures.
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NOTE §~NOTES RECEIVABLE (Continued) J

H, First-Time Homebuyer Program

The Redevelopment Agency administers a First-Time Homebuyers Program funded by Bond proceeds in
the amount of $512,392 in 1994, under which low and moderate income individuals may qualify for first-
time home buyer deferred second mortgages to purchase homes in the Oakley area. The individual loans are
30-year fixed rate deferred loans, bearing interest at a rate equal to two percent below the Lender’s rate and
do not exceed $50,000. These loans are due thirty years from the date of issuance, but will be forgiven at
maturity if the unit was owner occupied for the full thirty years. Under the terms of the Program, loans must
be repaid in full if the property is sold to a nonqualified buyer. These loans were issued while the Agency
was administered by the County.

[NOT'E 6~ LAND HELD FOR REDEVELOPMENT

At June 30, 2007 the Agency held four properties for resale or redevelopment. These properties are
accounted for as investments on the balance sheet at the lower of cost or net realizable value,

During fiscal year 2007 the Agency had the following activity related to land held for redevelopment:

One parcel was purchased.

Two parcels were sold or transferred to developers for development within the project area,
One parcel will be leased to a developer and therefore was transferred to Capital Assets.

One parcel was sold to the City for development of the Civic Center Park.

One parcel will be sold to the City in fiscal year 2008 for $1, therefore the carrying value of the
parcel has been reduced to $1 to reflect the net realizable value at June 30, 2007.

® & & 9 »

NOTE 7 - CAPITAL ASSETS |

All capital assets are valued at historical cost or estimated historical cost if actual historical cost is not
available. Contributed fixed assets are valued at their estimated fair market value on the date
contributed. The Agency’s policy is to capitalize all assets with cost exceeding certain minimum
thresholds and with useful lives exceeding two years.

All capital assets with limited useful lives are depreciated over their estimated useful lives. The purpose
of depreciation is to spread the cost of capital assets equitably among all users over the life of these assets.
The amount charged to depreciation expense each year represents that year’s pro rata share of the cost of
capital assets.

Depreciation of all capital assets is charged as an expense against operations each year and the total amount

of depreciation taken over the years, called accumulated depreciation, is reported on the balance sheet as a
reduction in the book value of capital assets.
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INOTE 7 - CAPITAL ASSETS (Continued) |

Depreciation is provided using the straight line method which means the cost of the asset is divided by its
expected useful life in years and the result is charged to expense each year until the asset is fully
depreciated. The capitalization threshold for capital assets is $5,000. The Agency has assigned the useful
lives listed below to capital assets.

Useful lives

Buildings 20 years
Improvements 5-15 years
Roadways 30 years
Traffic Signals 25 years

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase is reflected in the capitalized value of the asset constructed, net of
interest earned on the invested proceeds over the same period,

Capital asset balances comprise the following:

Balance as of Retirements and Balance as of
June 30, 2006 Additions Transfers June 30, 2007
Governmental Activities:
Capital assets not being depreciated;
fand $131,683 $192,402 $324,085
Construction in Progress 1,131,999 1,767,327 ($276,683) 2,622,643
Total capital assets not being depreciated 1,263,682 1,959,729 (276,683) 2,946,728
Capital assets being depreciated:
Buildings and improvements 30,498 30,498
Roadways:
Pavement 845,852 95,398 941,250
Traffic Signals 176,759 176,759
Total capital assets being depreciated: 876,350 272,157 1,148,507
Less accumulated depreciation for:
Buildings and improvements (3,050) (3,050} (6,100)
Roadways:
Pavement {14,098) {29,785) (43,883)
Traffic Signals (3,430) {3,430)
Total accumulated depreciation: (17,148) {36,265) (53.413)
Net capital-assets-being depreciated 859,202 {36,265) 272,157 1,095,094
Capital assets, net; $2,122,884 $1,923 464 {%$4,526) $4,041,822

Depreciation is allocated to the Redevelopment and Economic Development Activity on the Statement of
Activities.
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|NOTE 8 - LONG-TERM DEBT

A.

Current Year Transactions and Balances
The Agency’s debt issues and transactions are summarized below and discussed in detail thereafier.
Original

Issue Balance Balance Current
Amount June 30, 2006 Retirements June 30, 2007 Partion

2003 Tax Allocation Bouds

3.97-6.32%, duc 9/01/2028 $8,500,000 $8,195,000 $190,000 $8,005,000 $195,000
Tax Inerement Pass Through 1,599,405 1,272,405 175,000 1,097,405 225,000
Total $9,467,405 $365,000 $9,102,405 $420,000

Redevelopment Agency 2003 Tax Allocation Bonds

On December 4, 2003, the Agency issued Tax Allocation Bonds to refund and defease the outstanding 1999
Tax Allocation Revenue Bonds, and to provide financing for various redevelopment projects. The Bonds
are secured by the Agency’s tax increment revenue. Principal is payable annually and the interest is payable
semi-annually through 2029. A portion of proceeds from the 2003 Bonds was placed in an irrevocable trust
to provide all the future debt service payments of the defeased 1999 Bonds, of which $6,530,000 remained
outstanding at June 30, 2007.

Tax Increment Pass Throughs

The Redevelopment Agency amended its project area in October 2001. As a result of that amendment,
Section 8.05 of the Jurisdictional Transfer Agreement with the County became effective, replacing section
8.02. The affect of this modification of the agreement was to finalize and specify the exact amount to be
paid by the Agency for Tax Increment Pass Throughs. The Agency has recorded this amount as Long Term
Debt with an offset to Tax Increment Pass Throughs. This amount will be amortized as payments are made
on the debt. Annual payments are due each January through 2011.

Debt Service Requirements

Annual debt service requirements for this debt are shown below:

For the Year
Ending June 30 Principal Interest
2008 $420,000 $472,953
2009 480,000 465,013
2010 510,000 455,284
2011 522,405 443,561
2012 235,000 431,164
2013-2017 1,385,000 1,939,220
2018-2022 1,840,000 1,465,706
2023-2027 2,485,000 797,773
2028-2029 1,225,600 78,526
$9,102,405 $6,549,200
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NOTE 9 - NET ASSETS AND FUND BALANCES ‘

Net Assets is measured on the full accrual basis, while of Fund Balance is measured on the modificd
accrual basis.

Net Assets

Net Assets are divided into three captions. These captions apply only to Net Assets as determined at the

Government-wide level, and are described below:

Restricted describes the portion of Net Assets which is restricted as to use by the terms and conditions of
agreements with outside parties, governmental regulations, laws, or other restrictions which the Agency
carmot unilaterally alter. These principally include developer fees received for use on capital projects, debt
service requirements, and redevelopment funds restricted to low and moderate income purposes.

Unrestricted describes the portion of Net Assets which is not restricted as to use.

Fund Balances

Fund balances consist of reserved and unreserved amounts. Reserved fund balances represent that portion
of fund balance which is legally segregated for low and moderate income housing projects as required by
the California Health and Safety Code or debt service expenditures as required under bond indenture.
Reserves

Reserves are restrictions placed by outside entities, such as other governments, which restrict the
expenditures of the reserved funds to the purpose intended by the entity which provided the funds. The
Agency cannot modify or remove these restrictions or reserves. At June 30, 2007, reserves included:

Reserved for encumbrances represents the portion of fund balance set aside for open purchase orders.

Reserved for land held for redevelopment is the carrying value of property held by the Redevelopment
Agency, which is reserved since it is not an available spendable resource,

Reserved for debt service is the portion of fund balance legally restricted to the payment of principal and
interest on long term liabilities,

Reserved for Low and Moderate Income Housing is legally restricted to expenditure for low and moderate
mmcome housing under the California Health and Safety Code.
Designation

Designations are imposed by the Board to reflect future spending plans or concerns about the availability of
future resources. Designations may be modified, amended or removed by Board action.

Designated for projects is the portion of fund balance to be used for projects approved by the Board as part
of the annual budget.

Fund Balance Deficit

The Low and Moderate Income Housing — Operations Fund had a fund balance deficit of $1,939,375 at
June 30, 2007. The deficit is expected to be eliminated from future tax increment revenues and proceeds
from the repayment of loans.
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NOTE 10 - RISK MANAGEMENT |

A. Municipal Peoling Authority of Northern California (MPA)

The City is a member of the Municipal Pooling Authority of Northern California (formerly called Contra
Costa County Municipal Risk Management Insurance Authority). The Authority provides coverage against
the following types of loss risks under the terms of a joint-powers agreement with the City and several other
cities and governmental agencies as follows:

Type of Coverage (Deductible) Coverage
Limits
Liability ($25,000) $20,000,000
Vehicle - Physical Damage ($3,000 for police vehicles, 250,000
$2,000 for all others)
Worker’s Compensation (no deductible) 200,000,000
All Risk Fire, Property, Earthquake & Flood ($5,000) 350,000,000
Boiler & Machinery (35,000) 100,000,000

The Authority is governed by a Board consisting of representatives from member municipalities. The Board
controls the operations of the Authority, inclnding selection of management and approval of operating
budgets, independent of any influence by member municipalities beyond their representation on the Board.

The City’s deposits with the Authority are in accordance with formulas established by the Authority. Actual
surpluses or losses are shared according to a formula developed from overall loss costs and spread to
member entities on a percentage basis after a retrospective rating.

The Authority’s all risk fire, property, earthquake and flood coverage was reduced from $1 billion for the
fiscal year ended June 30, 2006 to $350 million for the year ended June 30, 2007.

Audited financial statements for the Authority are available from MPA, 1911 San Miguel Drive, Suite 200,
Walnut Creek, CA 94596,

INOTE 11 - COMMITMENTS AND CONTINGENCIES |

The Agency is subject to litigation arising in the normal course of business. In the opinion of the Agency
Attorney there is no pending litigation which is likely to have a material adverse effect on the financial
position of the Agency.

The Agency has a number of property tax pass-through agreements executed from 1980 to 1990 with
various entities, the taxing agencies in existence when the Plan Area was formed. Under these agreements,
the Agency passes through to these taxing agencies a portion of the property tax increments it would
otherwise have received. During fiscal 2007 increments totaling $808,639 were passed through directly to
these taxing agencies through the County.
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REDEVELOPMENT AGENCY-OF THE CITY OF OAKLEY
SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

PROJECTS PROJECTS
Capital Projects Operations
Variance Variance
Positive Positive
Budget Actual {Negative) Budget Actual (Negative)
REVENUES
Properly taxes $2,701,211 $3,323,710 $622,499
Other Intergovernmental $138,067 $138,067 99000 (99,000)
Loan repayment
Use of money and property 128,500 169,650 $41,150 43,500 61,112 17,612
Miscellaneous 37634 37,634 280 830 550
Total Revenues 266,567 345,351 78,784 2,843,991 3,385,652 541,661
EXPENDITURES
Current:
Community Development
Redevelopment and Bconomic Development 49,586 49,586 1,344,083 1,918,846 (574,763)
Pass through to County 808,639 808,639
Capital outlay 4,920,256 1,767,327 3,152,929 37,828 37,828
Debt service:
Principal 175,000 175,000
Interest and fiscal charges
Total Expenditures 4,969,842 1,816,913 3,152,929 2,365,550 2,502,485 (536,935}
EXCESS {DEFICIENCY) OF REVENUES
QVER EXPENDITURES (4,703,275) (1,471,562) 3,231,713 478,441 483,167 4,726
OTHER FINANCING SOURCES (USES)
QGain from sale of property 714,28} 714,281
Transfers in 1,559,362 1,460,682 {98,680
Transfers {out) - {2,101,839) {2,003,159) 98,630
‘Fotal Otber Financing Sources (Uses) 1,559,362 1,460,682 (98,680) {2,101,839)  {1,288,878) 812,961
NET CHANGE IN FUND BALANCES ($3,143,913) {10,880) $3,133,033 (81,623,398} {805,711) $817,687
Fund balance (deficit) at beginning of year 3.660,263 3,089,272
Fund balance {deficit) a1 end of year $3,649,383 $2,283,561
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Capital Projects Operations DEBT SERVICEFUND
Variance Variance Variance
Positive Positive Positive
Budget Actual (Negative) Budget Actual {Negative) Budpet Actual {Negative)
$644,506 $837,705 £193,199
180,000 180,000
48,250 48,250
$35,000 538258 §3,258 92321 169.416 77,095 $15,000 $38.919 §23,919
35,000 38,258 3,258 785,077 1,235 371 450,254 15,000 38,919 23,919
2,000 {2.060)
4,513,599 4125710 387,889
300,000 300,000
190,000 190,000
22,295 22,295 487,095 482140 4,955
4,835,894 4,148,005 687,889 677,095 674,140 2,955
35,000 38,258 3,258 {4,050,817) {2,912,634) 1,138,183 {662,095) {635,221} 26,874
295,853 {295,853)
1,324,541 1,319,622 {4,919) 676,595 676,595
{1,324,541) {1,319,622) 4,919 {134,118) {134,118}
{1,324,541) {1,319.622) 4919 1,486,276 1,185,504 {300,772y 676,595 676,595
{$1,289,541) {1,281,364) $8,177 (82,564,541) (1,727,130) $837.411 $14,500 41,374 $26,874
e oo e
1,289,543 {212,245) 697,827
$8.178 {51,939,375) $739,201
{Continued)



REDEVELOPMENT AGENCY OF THE CITY OF QAKLEY
SCHEDULE.CF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

TOTALS
Variance
Positive
Budpet Actual {Mewative)
REVENUES
Properly taxes £3,345,717 $4,161415 $815,698
Other Intergovernmental 237,067 318,067 81,000
Loan repayment 48,250 48,250
Use of money and property 314,321 477,355 163,034
Miscellancous 280 38464 38,184
Total Revenues 3,945,638 3,043,551 1,097,916
EXPENDITURES
Current:
Community Development 2,000 {2,000}
Redevelopment and Feonomic Development 5,907,268 6,094,142 (186,874)
Pass through to County’ 808,639 808,639
Capital gutlay 5,258,084 1,767,327 3,490,757
Debt service:
Prncipal 365,000 365,000
Interest and fiscal charges 509,390 504,435 4,955
Total Expeaditutes 12,848,381 9.541,543 3,306,838
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES (8,902,746) (4,497,992} 4,404,754
OTHER FINANCING SOURCES (USES)
Gain from sale of property 295,853 714,281 418,428
Transfers in 3,560,498 3,456,899 (103,599}
Transfers {out) {3,560,498) ~ {3,456,899) 103,599
Total Other Financing Sources {Uses) 295,853 714,281 418,428
NET CHANGE IN FUND BALANCES 238,606,393) (3,783,711) $4,823,182
Fund balance (deficit) at beginning of year 8,524,659
Fund balance (deficit) atend of year $4,740,948
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IAZE &
~ ASSOCIATES

ACCOUNTANCY CORPORATION
REPORT ON INTERNAL CONTROL OVER 3478 Buskirk Ave. - Suite 215

FINANCIAL REPORTING AND ON Pleasant Hill, California 94523
COMPLIANCE AND OTHER MATTERS  (925) 930-0902 - FAX (925) 930-0135
BASED ON AN AUDIT OF maze@mazeassociates.com

FINANCIAL STATEMENTS PERFORMED IN www.mazengsociates.com

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Members of the Redevelopment Agency
of the City of Oakley
Qakley, California

‘We have audited the financial statemnents of the Redevelopment Agency of the City of Oakley as of and for the year ended
June 30, 2007, and have issued our report thereon dated October 15, 2007. We have conducted our audit in accordance
with generally accepted auditing standards in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the Agency’s internal control over financial reporting as a basis
for designing our auditing procedures for the purpose of expressing our opinions on the financial statements, but not
for the purpose of expressing an opinion on the effectiveness of the Agency’s internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the Agency’s internal contro] over
financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis.
A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
Agency’s ability to initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote likelihood that a misstatement of
the Agency’s financial statements that is more than inconsequential will not be prevented or detected by the
Agency’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or detected
by the Agency’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the second
paragraph and would not necessarily identify all deficiencies in internal control over financial reporting that might
be significant deficiencies or material weaknesses. As part of our audits, we prepared and issued our separate
Memorandum on Internal Control dated October 15, 2007.

A Protessional Corporation
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Agency’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. Our audit included tests of compliance with provisions of the Guidelines for
Compliance Audits of California Redevelopment Agencies. However, providing an opinion on compliance with
those provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance that are required to be reported under Government
Auditing Standards.

This report is intended for the information of the Board, management and federal awarding agencies and pass-
through entities and is not intended to be and should not be used by anyone other than the above parties.

MW are ann Bwotsirtr?

October 15, 2007
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SCHEDULE OF PRIOR YEAR FINDINGS

Finding 06-01;

Health and Safety Code Section 33418 requires that the Agency have property owners or managers of housing
involving Agency funding to submit an annual report to the Agency. We selected the Summer Creek project
funded through the Agency’s loan to Oakley Senior Associates, one of the five projects funded by the Low and
Moderate Income Housing Fund, to test for this compliance requirement. We noted that the Agency did not have
the required annual report from the property owner on file. However, we were provided with a report directly
from the property management company that included the required elements for this compliance requirement.
The Agency should require property owners or managers to submit the required reports annually and review the
reports for compliance.

Current Status:

The City has implemented a reporting procedure to better insure the accurate and complete reporting regarding
the affordable programi. The materials used include a standard letter to remind properties when the reports are
due and what is required of the report; a spreadsheet of when the reporting year is and what is currently on file —
both financial and tenant characteristics; and a template of tenant characteristics ~ provided to property managers
when requested to familiarize them with a “typical” report.
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APPENDIX D
FORM OF OPINION OF BOND COUNSEL

[Addressees]

Re: $ Qakley Redevelopment Agency Subordinate Tax
Allocation Bonds, Series 2008A (Oakley Redevelopment Project Area)

Ladies and Gentlemen:

We have acted as Bond Counsel to the Oakley Redevelopment Agency (the “Agency”)
in connection with the sale, execution and delivery by the Agency of $ aggregate
principal amount of Subordinate Tax Allocation Bonds, Series 2008A (Oakley Redevelopment
Project Area) (the “Bonds”). The Bonds are being issued pursuant to the Constitution and laws
of the State of California (the “State”), including the Community Redevelopment Law (Part 1,
Division 24, commencing with Section 33000 of the Health and Safety Code of the State) (the
“Act”). The Bonds are being issued pursuant to a Trust Indenture, dated as of May 1, 2008 (the
“Indenture”), between the Agency and Wells Fargo Bank, National Association (the “Trustee”).
The proceeds of the Bonds are being used to finance certain redevelopment activities in the
Oakley Redevelopment Project Area (the “Project Area”). All capitalized terms used herein and
not otherwise defined shall have the same meanings assigned to them in the Indenture.

The Agency is obligated under the Indenture to pay principal of and interest on the
Bonds solely from Tax Revenues (as defined in the Indenture).

As Bond Counsel we have examined copies certified to us as being true and complete
copies of the proceedings of the Agency and in connection with the authorization and sale of the
Bonds. Our services as Bond Counsel were limited to an examination of the transcript of such
proceedings and to rendering the opinions set forth herein. In this connection, we have also
examined such other documents, opinions and instruments as we have deemed necessary in
order to render the opinions expressed herein. In such examination, we have assumed the
genuineness of all signatures on original documents (other than signatures of the Agency) and
the conformity to the original documents of all copies submitted to us. We have also assumed
the due execution and delivery of all documents (other than with respect to the Agency) which
we have examined where due execution and delivery are a prerequisite to the effectiveness
thereof. As to the various questions of fact material to our opinion, we have relied upon
statements or certificates of officers and representatives of the Agency, public officials and
others.

On the basis of the foregoing examination and assumptions and in reliance thereon and
on all such other matters of fact as we deemed relevant under the circumstances, and upon
consideration of the applicable law, we are of the opinion that:

1. The Indenture has been duly adopted by the Agency and constitutes the
valid and binding obligation of the Agency enforceable against the Agency in accordance with
its terms. The Indenture creates a valid lien on and pledge of the Tax Revenues and other
funds pledged thereby for the security of the Bonds, in accordance with the terms of the
Indenture.
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2. The Bonds have been duly authorized, executed and delivered by the
Agency and are valid and binding special obligations of the Agency, payable solely from the
sources provided therefor in the Indenture.

3. The obligation of the Agency to make payments on the Bonds does not
constitute a debt of the Agency, or of the State of California or of any political subdivision
thereof, within the meaning of any constitutional or statutory debt limit or restriction, and does
not constitute an obligation for which the Agency is obligated to levy or pledge any form of
taxation or for which the Agency has levied or pledged any form of taxation.

4. Interest received by the owners of the Bonds is excludable under existing
statutes, regulations, rulings and court decisions, from gross income for Federal income tax
purposes pursuant to Section 103(a) of the Internal Revenue Code of 1986, as amended (the
“Code”). Interest received by the owners of the Bonds is exempt from personal income taxes of
the State of California under present law. In addition, neither the Bonds nor the Indenture are a
“private activity bond” as defined in Section 141(a) of the Code and, therefore, the interest
received by the owners of the Bonds is not an item of tax preference for purposes of the Code’s
alternative minimum tax provisions, except to the extent provided in the following sentence.
Interest on the Bonds received by a corporation will be included in corporate book income and
in “adjusted current earnings” for purposes of computing its alternative minimum tax liability.

In rendering the opinions expressed in paragraph 4 above, we are relying upon
representations and covenants of the Agency in the Indenture and in the Tax Certificate of the
Agency, dated as of the date hereof, concerning the use of the facilities financed with Bond
proceeds, the investment and use of Bond proceeds and the rebate, if any, to the Federal
government of certain earnings thereon. In addition, we have assumed that all such
representations are true and correct and that the Agency will comply with such covenants. We
express no opinion with respect to the exclusions of the interest on the Bonds from gross
income under Section 103(a) of the Code in the event that any such representations are untrue
or the Agency fails to comply with such covenants. Except as stated above, we express no
opinion as to any Federal tax consequences of the receipt of interest on, or the ownership or
disposition of, the Bonds,

Certain agreements, requirements and procedures contained or referred to in the
Indenture, the Tax Certificate and other relevant documents may be changed, and certain
actions (including, without limitation, defeasance of the Bonds) may be taken or omitted under
the circumstances and subject to the terms and conditions set forth in such documents. No
opinion is expressed herein as to any payment of interest on the Bonds if any such change
occurs or action is taken or omitted to be taken upon the advice or approval of counsel other
than ourselves.
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Further, we note that the rights of the owners of the Bonds and the enforceability of the
Bonds or the Indenture may be subject to bankruptcy, insolvency, reorganization, arrangement,
fraudulent conveyance, moratorium and other similar laws 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 governmental entities in the State of California. We
express no opinion with respect to any indemnification, contribution, choice of law, choice of
forum or waiver provisions contained in the foregoing documents. Finally, we undertake no
responsibility herein for the accuracy, completeness or fairness of the Official Statement or
other offering material relating to the Bonds and express no opinion with respect thereto.

Respectfully submitted,
NOSSAMAN, GUTHNER, KNOX & ELLIOTT, LLP
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REDEVELOPMENT AGENCY OF THE CITY OF QAKLEY
OAKLEY REDEVELOPMENT PROJECT AREA

PROJECTED TAXABLE VALUES AND
ANTICIPATED TAX INCREMENT REVENUES

April 24,2008

I Introduction

The Redevelopment Agency of the City of Oakley (the Agency) is proposing to issue its Tax
Allocation Bonds, Series 2007A (Oakley Redevelopment Project Area) and Taxable Tax Allocation
Bonds, Series 2007B (Oakley Redevelopment Project Area) (the Bonds) to finance certain
improvements located within or benefiting the Oakley Redevelopment Project Area. In addition,
proceeds of the Bonds will be used to pay costs of issuing the Bonds and to fund a reserve account.
The 1,537 acre Oakley Redevelopment Project (herein referred to as the Project Area) consists of
the 916 acre original portion of the Oakley Redevelopment Project (herein referred to as the
Original Area) and a 621 acre Amendment Area that was added to the Original Area through
adoption of the Restated and Amended Redevelopment Plan for the Oakley Redevelopment Project
Area.

The California Community Redevelopment Law (the Law) provides for the creation of
redevelopment agencies by cities and counties for the purpose of the elimination of blight. The
Law, together with Article 16, Section 16 of the California Constitution, authorizes redevelopment
agencies to receive that portion of property tax revenue generated by project area taxable values
that are in excess of the Base Year value. The Base Year value is defined as the amount of the
taxable values within the project area boundaries on the last equalized tax roll prior to adoption of
the project area. The amount of current year taxable value that is in excess of the Base Year value
is referred to as incremental taxable value. Tax revenues generated from the incremental taxable
value are generally referred to as Tax Increment Revenues. The Law provides that the Tax
Increment Revenues may be pledged by a redevelopment agency to the repayment of agency
indebtedness. In this report, Tax Increment Revenues, including Unitary Tax Revenue (see Section
IV.H., Allocation of State Assessed Unitary Taxes) are referred to as Gross Revenues. Gross
Revenues less Section 33676 Base Year Adjustments (See Section VII, Tax Sharing and Other
Obligations) are referred to as Adjusted Gross Revenues. Adjusted Gross Revenues less the
Housing Set-Aside Requirement (see Section V, Low and Moderate Income Housing Set-Aside);
the County Property Tax Collection Reimbursement (see Section IV G, County Property Tax
Collection Reimbursement); required tax sharing payments; any applicable owner participation
agreement payments; and, other obligations with a lien on revenue superior to debt service on the
Bonds, are referred to as Tax Revenues. Tax Revenues net of tax sharing payments that have a lien
on Tax Revenues that is subordinate to payment of debt service on the Bond are referred to in this
report as Net Tax Revenues.

The purpose of this fiscal consultant report (the Report) is to examine the current fiscal year and
project for nine fiscal years the amount of tax increment revenues anticipated to be received by the
Agency from the Project Area. Provisions of the Redevelopment Law and the Redevelopment Plan
determine the amount of Project Area tax increment that the Agency may utilize for purposes of
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making debt service payments, payments pursuant to tax sharing agreements between the Agency
and other taxing entities and payments on other obligations with a superior lien on Tax Revenues
(see Section VII, Tax Sharing Agreements and Other Obligations, below). As a result of our
research, we project that the Tax Revenues for the Project Area will be as shown in Table A below
(000’s omitted):

Table A
Project Area Tax Revenues

Fiscal Year Original Area Amendment Area Project Area
2007-08 $2,733 $115 $2,848
2008-09 2,780 118 2,898
2009-10 2,823 121 2,944
2010-11 2,889 124 3,013
2011-12 3,257 127 3,384
2012-13 3,329 130 3,459
2013-14 3,402 133 3,535
2014-15 3,476 137 3,613
2015-16 3,552 140 3,692
2016-17 3,626 144 3,770

The taxable values of property and the resulting Tax Revenues for the Project Area summarized
above are reflected on Tables 1 and 2 of the projections (attached). These projections are based on
assumptions determined by our review of the taxable value history of the Project Area and the
property tax assessment and property tax apportionment procedures of the Contra Costa County
Auditor-Controller. The projection illustrates the entire amount of Tax Revenues projected as being
available from the Project Area. It is assumed that the Agency will continue to have sufficient debt
to capture all of the available Tax Revenue. Future year assessed values and Tax Revenues are
projections based on the assumptions described in this Report and are not guaranteed as to accuracy
and are not to be construed as a representation of such by HdL Coren & Cone.

II. The Project Area

The Project Area was originally adopted by Contra Costa County on December 21, 1989 as a
county redevelopment project. The City of Oakley incorporated on July 1, 1999. The Oakley
Redevelopment Agency was formed and the County’s Oakley Redevelopment Project was
transferred into the control of the Agency on March 27, 2000. A Restated and Amended
Redevelopment Plan for the Project Area was adopted by Ordinance 17-01 on October 22, 2001.
This Restated and Amended Plan added territory and restated certain time and tax increment
limitations as outlined in Section II B below.

A. Land Use

Table B represents the breakdown of land use in the Project Area by the number of parcels and by
their taxable value for fiscal year 2007-08. This information is based on County land use
designations as provided by Contra Costa County through tax roll data. It should be noted that the
County land use designations do not necessarily parallel City land use and zoning designations.
Unsecured and SBE non-unitary values are connected with parcels that are already accounted for in
other categories.
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Table B
Project Area Land Use Summary
Category No. Parcels Net Taxable Value % of Total

Residential 1,469 $335,663,515 66.76%
Commercial 93 89,906,846 17.88%
Industrial 16 28,287,781 5.63%
Dry & Irrigated Farm 18 14,185,131 2.82%
Institutional 12 966,003 0.19%
Governmental 1 255 0.00%
Vacant Land 64 7,473,885 1.49%
Exempt 41 0 0.00%
Miscellaneous 15 294,132 0.06%
Subtotal 1,729 $476,777,548 94.82%

SBE Non-Unitary 0.00%
Unsecured 874 26,036,140 5.18%
Subtotal $26,036,140 5.18%

Total: 1,729 $502,803,688 100.00%

The following Table C breaks down the privately owned, vacant parcels for the Project Area.
Vacant parcels listed in Table C below do not include parcels owned by governmental entities or
utilities. The table also compares the amount of privately held vacant property in the Original Area
and the Amendment Area to the total acreage of that project area.

Table C
Privately Owned Vacant Property

No. Vacant Vacant Project Area % Vacant

Parcels Acres Acres Acres

Original Area 57 53.75 916 5.87%
Amendment Area 7 177.86 621 28.64%
Project Area 64 231.61 1,537 34.51%

B. Redevelopment Plan Limits

The Project Area as adopted by Contra Costa County was originally adopted with certain
limitations written into the redevelopment plan. These limitations were in accordance with the Law
as it existed when the Project Area was adopted. In 1993 AB 1290 was enacted (Chapter 942,
Statutes of 1993). Chapter 942 required redevelopment plans adopted prior to 1994 to incorporate a
number of limits not previously required. For redevelopment plans adopted prior to 1994, Chapter
942 limits the time for establishing indebtedness not exceed 20 years from the adoption of the
redevelopment plan or January 1, 2004, whichever is later. Chapter 942 also limits the receipt of
tax increment to ten years after the termination of redevelopment activities except for specific low
and moderate-income housing obligations and any bond, indebtedness or other obligation
authorized prior to January 1, 1994. Pursuant to Chapter 942, the County approved ordinances that
amended the redevelopment plan and incorporated time limits according to the provisions of

Chapter 942.
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Chapter 942 also established limits on redevelopment plans adopted after December 31, 1993.
These limits also apply to territory added to existing redevelopment project areas after December
31, 1993. The territory within the Amendment Area was added after December 31, 1993. For these
more recently adopted redevelopment plans Chapter 942 specified that the effectiveness of a
redevelopment plan adopted after 1993 shall expire 30 years from the date of adoption of the
redevelopment plan. The time limit for establishing indebtedness is 20 years from the date of
adoption of the redevelopment plan and the Agency may repay indebtedness for a total of 45 years
from the date of the adoption of the redevelopment plan. Any eminent domain proceedings
undertaken by the Agency must be initiated within 12 years of the adoption date of the
redevelopment plan.

In 2001 the Legislature enacted SB 211 (Chapter 741, Statutes of 2001) allowing redevelopment
agencies to eliminate the time limit for incurring indebtedness required by Chapter 942 for
redevelopment plans adopted prior to 1994. The limit may be eliminated by a resolution of the
Agency’s legislative body and without going through a formal redevelopment plan amendment.
Redevelopment agencies that eliminate the time limit for incurring indebtedness are subject to the
statutory tax sharing of Chapter 942. On December 8, 2003 the City Council adopted Ordinance
No. 16-03 that amended the redevelopment plan to eliminate the limitation on incurrence of new
indebtedness in relation to the Original Area.

Pursuant to Senate Bill 1045 (see Section VI) the City Council has the ability to extend the term of
both the Original Area and the Amendment Area. This extension is authorized by Section
33333.2(c) for redevelopment agency project areas that were required to make payments to the
Education Revenue and Augmentation Fund (the “ERAF”) for 2003. The Agency was required to
make such payments and did so in a timely manner. The Agency is considering but has not
undertaken approval of the amendments authorized under this section of the Law. These extensions
have not, therefore, been incorporated into the projections and are not reflected in the
redevelopment plan limits shown in Table D below.

Pursuant to Senate Bill 1096 (see Section VI) the term of effectiveness for certain redevelopment
plans and the periods of repayment of debt may be extended by up to two years. This two year
extension of the time limits is predicated upon the payment by an agency of its ERAF obligations
for 2005 and 2006 (See Section VI). For project areas that have less than 10 years of plan
effectiveness remaining after June 30, 2005 a two year extension is authorized. For project areas
that have more than 10 years and less than 20 years of plan effectiveness remaining after June 30,
2005 a two year extension is authorized if the city council can make certain findings. For those
project areas with more than 20 years of plan effectiveness remaining after June 30, 2005 no
extension of time is authorized. The Agency’s ERAF obligation for 2005 and 2006 were, according
to the Agency, paid in a timely manner. The Project Area redevelopment plan is not eligible for
extension of its expiration time limit pursuant to SB 1096.

On October 22, 2001 the City Council adopted Ordinance No. 17-01 which amended and restated
the redevelopment plan and added territory. The Project Area limits on time and use of tax
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increment revenue were also amended and restated. The redevelopment plan limits for the Project
Area, as modified, are summarized below in Tables D.

Table D
Redevelopment Plan Limits

Cumulative Limit on
Last Date to Incur Last Date to Repay Tax Bonded Debt
New Debt Plan Expiration Debt Increment Outstanding
Limit
Original Area Eliminated December 21, 2029 December 21, 2039
Amendment Area October 22, 2021 October 22,2031 October 22, 2046
Project Area $550 million $450 million

According to the records of the Agency and the Contra Costa County Auditor-Controller, through
June 30, 2007, the Agency has received a cumulative total of $27,365,283 in tax increment revenue.
Based on the projected tax increment revenues to be received by the Agency, the tax increment
limit will not be exceeded during life of the Project Area. If, however, growth in assessed value
exceeds an average of 6% per year, the cumulative tax increment may exceed the tax increment
limit before the Project Area’s last date to repay debt with tax increment revenue.

III.  Project Area Assessed Values
A. Assessed Values

Taxable values for all parcels are prepared by the County Assessor and reported to the Agency by
the County Auditor-Controller each fiscal year and represent the aggregation of all locally assessed
properties that are part of the Project Area. The assessments are assigned to Tax Rate Areas (TRA)
that are collectively coterminous with the boundaries of the Project Area. The City of Oakley was
incorporated on July 1, 1999 and jurisdiction over the Original Area was transferred to the Agency
from the County in November 2000. The historic reported taxable values for the Original Area
were reviewed in order to ascertain the rate of taxable property valuation growth over the eight
most recent fiscal years beginning with 2000-01. Between 2000-01 and 2007-08, the taxable value
within the Original Area increased by $231,995,961 (98.74%). The assessed value increased in
each year and was well in excess of the expected inflationary growth. Secured values increased by
$230,782,457 (101.06%) during this period while unsecured values increased by $1,213,504
(18.38%). With the inclusion of the Amendment Area in fiscal year 2003-04, the Project Area
incorporated an additional $21,551,221 in base year value. Within the Original Area incremental
value has grown by more than 10% annually in all of the years examined except 2001-02 when it
grew by 8.87%. The Original Area’s average annual growth in incremental value from 2000-01
through 2007-08 was 13.77%.

The Amendment Area became eligible to receive tax increment revenue for the first time in fiscal
year 2003-04. The Amendment Area has $14,850,956 in incremental value for fiscal year 2007-08.
From 2003-04 through 2007-08 assessed values increases by $8,853,118 (32.79%). During this
period secured values increased by $4,746,566 (36.84%) and unsecured values increased by
$4,106,552 (29.09%). The unsecured value within the Amendment Area is almost exclusively
made up of boats located within several marina parcels. The unsecured value is divided among
over 700 boats with no individual boat being valued at over $200,000 and the majority of them are
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valued at under $50,000. Table E below lists the incremental values for the Original and
Amendment Areas and the percentage change from the previous fiscal year for the past eight fiscal
years.

Table E
Project Area Incremental Value and Annual Percentage Change

Original Area Amendment Area
2000-01 $153,950,861 (11.16%)
2001-02 $167,612,273 ( 8.87%)
2002-03 $191,502,855 (14.25%)
2003-04 $212,627,802 (11.03%) $ 5,446,617 (25.27%)
2004-05 $235,049,891 (10.55%) $ 8,865,987 (62.78%)
2005-06 $282,662,104 (20.26%) $12,169.646 (37.26%)
2006-07 $349,727,615 (23.73%) $13,976,356 (14.85%)
2007-08 $385,946,822 (10.36%) $14,299,735 ( 2.31%)

B. Top Ten Taxable Property Owners

A review of the top ten taxpayers in the Project Area for fiscal year 2007-08 was conducted. The
assessed values of those properties controlled by the top ten taxpayers in the Project Area were
compared to the total assessed value and incremental value of the Project Area. The top ten
taxpayers within the Project Area control property valued at $73,118,247 for 2007-08. This amount
represents 15.31% of the total secured value within the Project Area and 0.45% of the unsecured
value. It is 14.54% of the total value within the Project Area. The value of property owned by the
top tax-payers is 18.27% of the total incremental value of the Project Area. Nine of the Project
Area’s top ten taxpayers are located within the Original Area. The top taxpayers in the Project Area
are all owners of commercial or industrial properties and vacant land. A complete listing of the top
ten taxpayers in the Original Area and the Amendment Area as well as within the complete Project
Area is shown on Table 4 of each tax increment projection.

IV. Tax Allocation and Disbursement
A. Property Taxes

The taxable values of property are established each year on the property tax lien date. The lien date
for state assessed, secured and unsecured property is January 1. Real property reflects the reported
assessed values for secured and unsecured land and improvements. Pursuant to Article XIIIA of the
State Constitution the value of locally assessed real property may only be increased up to two
percent annually to reflect inflation. In most cases real property values are permitted to increase to
full market value as a result of a change of ownership or new construction. Utility property
assessed by the State Board of Equalization may be revalued annually and such assessments are not
subject to the inflation limitations of Article XIIIA. The taxable value of personal property is also



Qakley Redevelopment Agency
Fiscal Consultant’s Report
April 24, 2008, Page 7

established on the lien dates and is not subject to the annual two percent limit of locally assessed
real property.

Secured property includes property on which any property tax levied by a county becomes a lien on
that property. Unsecured property typically includes value for tenant improvements, fixtures,
inventory and personal property. A tax levied on unsecured property does not become a lien against
the taxed unsecured property, but may become a lien on certain other secured property owned by
the taxpayer. The taxes levied on unsecured property are levied at the previous year's secured
property tax rate.

B. Supplemental Assessments

Chapter 498 of the Statutes of 1983 provides for the reassessment of property upon a change of
ownership or completion of new construction. Such reassessment is referred to as the Supplemental
Assessment and is determined by applying the current year's tax rate to the amount of the increase
or decrease in a property's value and prorating the resulting property taxes to reflect the portion of
the tax year remaining as determined by the date of the change in ownership or completion of new
construction. Supplemental Assessments become a lien against Real Property. Since 1984-85
revenues derived from Supplemental Assessments have been allocated to redevelopment agencies
and taxing entities in the same manner as regularly collected property taxes. The receipt of
Supplemental Tax Revenues by taxing entities typically follows the change of ownership by a year
or more. We have neot included revenues resulting from Supplemental Assessments in the
projections. Table F illustrates the amounts of Supplemental Assessment Revenues that have been
received by the Agency for the Project Area during the previous four fiscal years.

Table F
Supplemental Assessment Revenue History

2003-04 2004-05 2005-06 2006-07

Supplemental Revenue $160,785 $329,104 $218,812 $551,046

Total Project Area Revenue $2,324,026 $2,735,058 $3,129,454 $4,160,570

Supplemental Revenue as % of Total Revenue 6.92% 12.03% 6.99% 13.24%

C. Tax Rates

Tax rates will vary from area to area within the State, as well as within a community and a project
area. The tax rate for any particular parcel is based upon the jurisdictions levying the tax rate for
the area where the parcel is located. The tax rate consists of the general levy rate of $1.00 per $100
of taxable values and the over-ride tax rate. The over-ride rate is that portion of the tax rate that
exceeds the general levy tax rate and is levied to pay voter approved indebtedness or contractual
obligations that existed prior to the enactment of Proposition XIII. A Constitutional amendment
approved in June 1983 allows the levy of over-ride tax rates to repay indebtedness for the
acquisition and improvement of real property, upon approval by a two-thirds vote. A subsequent
amendment of the Constitution prohibits the allocation to redevelopment agencies of tax revenues
derived from over-ride tax rates levied for repayment of indebtedness approved by the voters after
December 31, 1988. The over-ride tax rates typically decline each year as a result of (1) increasing
property values (which would reduce the over-ride rate that must be levied to meet debt service)
and (2) the eventual retirement of debt over time.



Oakley Redevelopment Agency
Fiscal Consultant’s Report
April 24, 2008, Page 8

The Original Area contains a total of 23 Tax Rate Areas (TRAs) of which 13 contain taxable value.
The Amendment Area contains a total of nine TRAs of which seven contain taxable value. A Tax
Rate Area is a geographic area within which the taxes on all property are levied by a certain set of
taxing entities. These taxing entities each receive a prorated share of the general levy and those
taxing entities with voter approved over-ride tax rates receive the revenue resulting from that tax
rate.

The tax increment projections are based on the published tax rates for 2007-08. These tax rates
contain debt service over-ride rates that were levied taxing entities and that were approved by
voters after January 1, 1989. These over-ride tax rates do not, therefore, accrue any benefit to the
Agency. These debt service over-ride rates have not been considered in the projections. The debt
service over-ride rates that are levied by East Bay Regional Parks and the 1988 bond rates for
Liberty High School District are applicable to the Project Area and are eliminated from the
projection after their maturity. The debt service override tax rate levied by the East Bay Regional
Parks District will be eliminated after fiscal year 2020-21 and the override tax rate levied by the
Liberty High School District will be eliminated after fiscal year 2014-15. For purposes of the
projection these override rates are estimated to decline annually on a straight line reduction basis
through their fiscal year of maturity. Within all of the Project Area TRAs, the Contra Costa Water
District levies a debt service over-ride tax rate on land value only. This land only tax rate has been
factored into the projection and is assumed to remain the same each year until it is eliminated after
2009-10. Table G below illustrates the components that make up the tax rate that is applicable to
the Project Areas.

Table G
Secured Tax Rate for 2007-08

Number of Tax Rate Area 26 6
Incremental Value $282,553,485 $110,559,565

General Levy 1.0000 1.0000

East Bay Regional Park 0.0080 0.0080
Liberty High School 1988 Bonds 0.0042

Contra Costa Water District (Levied on Land Value Only) 0.0039 0.0039

RDA Tax Rate 1.0161 1.0119

Contra Costa Community College 2002 Bonds 0.0038 0.0043

Contra Costa Community College 2006 Bonds 0.0070 0.0070
Liberty Union High School District 1994 Bonds 0.0097
Liberty Union High School District 2001 Bonds 0.0137
Oakley Union Elementary Schools 1998 Bonds 0.0147
Oakley Union Elementary Schools 2004 Bonds 0.0210

Bay Area Rapid Transit District (BART) 0.0050 0.0050

Total Tax Rate: 1.0910 1.0282
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D. Allocation of Taxes

Secured Property Taxes paid by property owners are due in two equal installments. Installments of
taxes levied upon secured property become delinquent on December 10 and April 10. Taxes on
unsecured property are due and payable on January 1 and become delinquent August 31. The
County disburses Tax Increment Revenue to all redevelopment agencies in three payments. In
December the Auditor-Controller allocates approximately 55% of the Agency’s projected revenue.
In April the Auditor-Controller allocates approximately 40% of the Agency’s projected revenue. In
June the Auditor-Controller allocates the remaining 5% of Agency revenue.

E. Annual Tax Receipts to Tax Levy

It is the practice of the Auditor-Controller to allocate to redevelopment agencies 100% of the
revenue projected by the equalized tax roll. The Agency thereby receives 100 percent of the
secured, unsecured and unitary taxes levied on the extended tax roll without regard to corrections,
cancellations and refunds. The tax revenues of the Agency are not subject to revenue loss due to
delinquencies or gains due to redemptions. Because this methodology is the administrative practice
is subject to change, however, the Auditor-Controller has given no indication that any change is
being contemplated. This methodology of allocating tax increment revenue to redevelopment
agencies is not based on the Teeter Plan that is authorized by Sections 4701 through 4717 of the
Revenue and Taxation Code.

Revenues that are derived from the supplemental tax roll are allocated to the Agency under a
separate methodology (see Section IV B, Supplemental Assessments).

F. Assessment Appeals

Assessment appeals granted under Section 51 of the Revenue and Taxation Code (also known as
Prop 8 Appeals) require that for each subsequent lien date, the value of real property shall adjusted
to be the lesser of its base year value as adjusted by the inflation factor pursuant to Article XIITIA of
the State Constitution or its full cash value taking into account reductions in value due to damage,
destruction, depreciation, obsolescence, removal of property or other factors causing a decline in
value. Significant reductions took place in some counties during the mid-1990’s due to declining
real estate values. Reductions made under this code section may be initiated by the Assessor or
requested by the property owner.

After a roll reduction is granted under this section, the property is reviewed on an annual basis to
determine the full cash value of the property and the valuation is adjusted accordingly. This may
result in further reductions or in value increases. Such increases shall be consistent with the full
cash value of the property and, as a result, may exceed the maximum annual inflationary growth
rate allowed on other properties under Article XIIIA of the State Constitution. Once the property
has regained its prior value, adjusted for inflation it, once again, is subject to the annual inflationary
factor growth rate allowed under Article XIIIA. (See Section X).
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Assessment appeals may also be requested as adjustments to a property’s base year value. If such
an appeal is granted with a change in value, the base year value of the property is adjusted
accordingly and that value is subsequently adjusted for new construction, demolition and any other
changes requiring revaluation of the parcel’s land, improvement and personal property values and
by the annual inflationary factor growth rate allowed under Article XIIIA.

Appeals data in Contra Costa County is not readily available and so determining the number of
currently pending appeals is difficult. In addition, historical appeals data is unavailable so we are
unable to make estimates of potential losses in value due to successful assessment appeals.
According to the Clerk of the Board of Supervisors who administers assessment appeals for the
County, as of November 26, 2007 there are no assessment appeals pending for any properties
owned by the top ten taxpayers within the Project Area. In addition, there are no recently approved
assessment appeals among the top ten taxpayers that have not been reflected within the 2007-08 tax
rolls.

G. County Property Tax Collection Reimbursement

Chapter 466, adopted by Senate Bill 2557, allows counties to recover charges for property tax
administration in an amount equal to their 1989-90 property tax administration costs, as adjusted
annually. The amounts that are reimbursed are the costs connected with the collection and
distribution of property taxes for the Tax Collector, the Auditor Controller and the Assessor. The
portions of the reimbursement amount that are allocated to each taxing entity within the County are
based on the percentage of the total assessed value in the County that each taxing entity’s assessed
value represents.

The Property Tax Collection Reimbursement charge for 2007-08 is $36,951. This amount was
0.91% of the Project Area’s Gross Tax Increment Revenue. For purposes of this projection, it is
assumed that the Property Tax Collection Reimbursement will continue to be 0.91% of the Project
Area’s Gross Revenue.

H. Allocation of State Assessed Unitary Taxes

Legislation enacted in 1986 (Chapter 1457) and 1987 (Chapter 921) provided for a modification of
the distribution of tax revenues derived from utility property assessed by the State Board of
Equalization, other than railroads. Prior to the 1988-89 fiscal year, property assessed by the SBE
was assessed statewide and was allocated according to the location of individual components of a
utility in a tax rate area.

Commencing in 1988-89, tax revenues derived from unitary property and assessed by the SBE are
accumulated in a single Tax Rate Area for the County. These revenues are then distributed to each
taxing entity in the County in the following manner: (1) each taxing entity will receive the same
amount as in the previous year plus an increase for inflation of up to two percent; (2) if utility tax
revenues are insufficient to provide the same amount as in the previous year, each taxing entity's
share would be reduced pro-rata county wide; and (3) any increase in revenue above two percent
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would be allocated in the same proportion as the taxing entity's local secured taxable values are to
the local secured taxable values of the County.

To administer the allocation of unitary tax revenues to redevelopment agencies, the County no
longer includes the taxable value of utilities as part of the reported taxable values of the project
area, therefore, the base year values of project areas have been reduced by the amount of utility
value that existed originally in the base year. The Auditor Controller’s 2006-07 unitary revenue
allocation for the Project Area was $7,684. For purposes of this projection, we have assumed that
this amount of unitary revenue will continue to be allocated to Project Area for the life of the
projection. No additional unitary revenue is expected to be allocated for the Amendment Area.

V. Low and Moderate Income Housing Set-Aside

Sections 33334.2 and 33334.3 of the Law require redevelopment agencies to set aside not less than
20 percent of all tax increment revenues from project areas adopted after December 31, 1976 into a
low and moderate income housing fund (the Housing Set-Aside Requirement). Sections 33334.3,
33334.6 and 33334.7 of the Law extend this requirement to redevelopment projects adopted prior to
January 1, 1977.

An agency can reduce the Housing Set-Aside Requirement if the agency annually makes certain
findings, consistent with the General Plan Housing Element. These findings are that: (1) no need
exists in the community to improve or increase the supply of low and moderate income housing; or,
(2) some stated percentage less than 20 percent of the tax increment is sufficient to meet the
housing need. In order to make findings (1) or (2), the Agency's finding must be consistent with the
Housing Element of the community's General Plan, including its share of the regional housing
needs of very low income households and persons and families of low or moderate income. The
Agency has not made such findings in the past.

A number of taxing entities adopted resolutions pursuant to Section 33676 of the Health and Safety
Code at the time the Project Area was adopted. This section of the Law provides that those taxing
entities adopting such resolutions are entitled to receive their shares of general levy revenue on
inflationary growth of base year real property value (see Section VII A below). The revenue that is
allocated to these taxing entities by the Auditor-Controller under Section 33676 are considered
adjusted base year revenues and are not considered revenue for purposes of calculating the Housing
Set-Aside Requirement. The projection of the Housing Set-Aside Requirement has been calculated
at 20% of Adjusted Gross Revenues.

The Agency deposited 14.59% of the proceeds from its 2003 Bonds into the Housing Fund. As a
result, the Agency is able to pay 14.59% of the debt service on the 2003 Bonds from the annual
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Housing Set-Aside Requirement and/or the Housing Fund. This payment from the Housing Set-
Aside Requirement will continue through the maturity of the 2003 Bonds in 2028-29.

VI.  Legislation

SB 211 was signed into law as Chapter 741, Statutes of 2001. This legislation has two main
impacts on the limits contained in an agency’s redevelopment plan. First, the City Council may
eliminate the time limit to establish indebtedness in Project Areas adopted prior to January 1, 1994
by ordinance. If the Plan is so amended, any existing tax sharing agreements will continue and
certain statutory tax sharing for entities without tax sharing agreements will commence in the year
the eliminated limit would have taken effect. Second, the City Council may extend the time limit
for plan effectiveness and repayment of debt for up to ten years if it can make certain specified
findings. For the Original Area the City Council adopted Ordinance No. 16-03 on December 8§,
2003 which amended the redevelopment plan to eliminate the limitation on incurrence of
indebtedness. As a result of this amendment, statutory tax sharing payments from the Original Area
will be initiated in fiscal year 2010-11 pursuant to Section 33607.7 of the Law (see Section VII —
Tax Sharing Agreements and Other Obligations). The Amendment Area was adopted after January
1, 1994 and, therefore, may not be amended pursuant to this statute.

In order to address State Budget deficits, the Legislature enacted SB 614, SB 844 and SB 1135 that
required payments from redevelopment agencies for the 1992-93, 1993-94 and 1994-95 fiscal years
into a countywide Education Revenue Augmentation Fund (the ERAF). An agency could have
used any funds legally available and not legally obligated for other uses, including agency reserve
funds, bond proceeds, earned income, and proceeds of land sales, but not moneys in the Low and
Moderate Income Housing Fund (the Housing Fund) to satisfy this obligation. An agency could
have reduced its payment due to existing indebtedness, contractual obligations and 90 percent of
1991-93 administrative costs (collectively, Existing Obligations). If an agency could not make the
required payment due to Existing Obligations, it could have borrowed up to 50 percent of its 1992-
93 contribution to the Housing Fund (which must be repaid within ten years), or the agency was
required to obtain a loan from the city/county in order to pay the difference between what the
agency pays and the total amount due. For agencies that did not borrow to meet any shortfall of the
required payment, the county auditor-controller was required to deduct any amount due from the
city/county's allocation of property taxes. This obligation applied to the agency and not to specific
project areas. According to the Agency, it has no outstanding ERAF obligations. In addition to the
payments from redevelopment agencies periodic State budget solutions have involved the shifting
of property tax revenues from cities, counties and special districts to the ERAF.

From 1995-96 to 2001-02 state budgets were adopted with no additional shifting of tax increment
from redevelopment agencies, however, the 2002-03 State Budget required a shift of $75 million of
tax increment statewide from redevelopment agencies to ERAF to meet the state budget shortfall.
AB 1768 (Chapter 1127, Statutes of 2002) was enacted by the Legislature and signed by the
Governor and based upon the methodology provided in the 2002-03 budget the shift requirement for
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the Agency was $55,257 for fiscal year 2002-03 only. The Agency made the required payment
without impacting its payment of debt service and other obligations.

As part of the State’s 2003-04 budget legislation, SB 1045 (Chapter 260, Statutes of 2003) required
redevelopment agencies statewide to contribute $135 million to local County ERAF which reduced
the amount of State funding for schools. This transfer of funds was limited to Fiscal Year 2003-04
only. The amount of revenue that was transferred by the Agency to Contra Costa County for 2003-
04 was $96,222. The Agency made this payment to the County by the May 10, 2004 deadline.

Under the Law as amended by SB 1045, the Agency was authorized to use a simplified
methodology to amend the individual redevelopment plans to extend by one year the effectiveness
of the plan and the time during which the Agency may repay debt with tax increment revenues. In
addition, the amount of this payment and the ERAF payments made in prior years may be deducted
from the amount of the Project Area’s cumulative tax increment revenues. The City Council has
not adopted such an extension amendment for either the Original Area or the Amendment Area. By
approving these amendments to the redevelopment plan, the City Council could extend by one year
the effective life of the Original and Amendment Areas and the period within which the Agency
may repay indebtedness from tax increment revenues. This extension of time has not been reflected
in the projections or in the Project Area limits shown in Section II B, Table C.

After the State’s budget for 2004-05 was approved by the legislature and signed by the Governor,
Senate Bill 1096 was adopted. Based on SB 1096, redevelopment agencies within the State were
required to pay a total of $250 million into ERAF in each of fiscal years 2004-05 and 2005-06.
Annual payments were due on May 10 of each fiscal year. As in previous years, payments were
permitted to be made from any available funds other than the Housing Fund. If an agency was
unable to make a payment, it was allowed to borrow up to 50 percent of the current year Housing
Set-Aside Revenues, however, the borrowed amount was required to be repaid to the Housing Fund
within 10 years of the last ERAF payment (May 10, 2006). The Agency’s portion of the statewide
ERAF requirement for 2004-05 was $183,392. The 2005-06 payment was $189,040. According to
the Agency all ERAF payments were made without borrowing from the Housing Fund.

Under SB 1096, redevelopment plans with less than ten years of effectiveness remaining from June
30, 2005, may be extended by one year for each year that an ERAF payment is made. For
redevelopment plans with 10 to 20 years of effectiveness remaining after June 30, 2005, the plans
may be extended by one year for each year that an ERAF payment is made if the City Council finds
that the Agency is in compliance with specified state housing requirements. These requirements
are: 1) that the Agency is setting aside 20 percent of gross tax increment revenue; 2) housing
implementation plans are in place; 3) replacement housing and inclusionary housing requirements
are being met; and, 4) no excess surplus exists.

If a redevelopment plan has more than 20 years of effectiveness remaining after June 30, 2005, it
may not be extended. From both June 30, 2005 and from June 30, 2006 the Original Area and the
Amendment Area have more than 20 years remaining before the expiration of the redevelopment
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plan. Neither the Original Area nor the Amendment Area is eligible for any extension of time under
SB 1096.

Beyond the ERAF provisions described above, the Agency cannot predict whether the State
Legislature will enact any other legislation requiring additional or increased future shifts of tax
increment revenues to the State and/or to schools, whether through an arrangement similar to ERAF
or by other arrangements, and, if so, the effect on future Tax Revenues. The State budget was,
however, adopted for 2007-08 with no ERAF obligations from state redevelopment agencies.

VII. Tax Sharing Agreements and Other Obligations
A. Base Year Adjustments

The Original Area was adopted by the Contra Costa County Redevelopment Agency on December
27, 1989. From January 1, 1985 through December 31, 1994, Section 33676 of the Law provided
that upon adoption of a resolution, a taxing entity could opt to receive its share of general levy
revenue on inflationary growth of the base year real property value for the duration of the project
area’s life. Taxing entities that adopted such a resolution were not permitted to enter into tax
sharing agreements. A number of taxing entities opted to adopt such resolutions at the time the
Original Area was adopted by the County Agency. The following taxing entities are receiving
payments under Section 33676 by virtue of their having adopted the requisite resolution:

Contra Costa County Resource Conservation District
Bay Area Rapid Transit District

East Bay Regional Parks District

Contra Costa Community College District

As of 2001-02 and pursuant to the Auditor-Controller’s understanding of the judicial ruling in the
Santa Ana decision (see Section D below), the following school districts are also receiving base
year adjustment payments pursuant to Section 33676. These school districts have not adopted
resolutions opting to receive base year adjustment payments pursuant to this section but are
receiving base year adjustment payments:

Brentwood Elementary School District
Knightson Elementary School District
Byron Elementary School District

At the time the County adopted the Original Area, it adopted a resolution under Section 33676
whereby the County General Fund elected to receive base year adjustment payments. Upon the
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incorporation of the City of Oakley and the jurisdictional transfer of the Oakley Redevelopment
Project from the County Redevelopment Agency to the Oakley Redevelopment Agency, the
Auditor-Controller determined that the City would be the successor to the County’s base year
adjustment payments. As a result, the City of Oakley receives base year adjustment payments from
the Auditor-Controller.

All payments received by taxing entities under Section 33676 are allocated by the Auditor-
Controller from revenues derived out of the Original Area portion of the Project Area. No such
payments are forthcoming from Amendment Area tax revenues.

B. Tax Sharing Agreements

At the time the Original Area was transferred into the control of the Oakley Redevelopment
Agency, it was obligated under a number a tax sharing agreements that were entered into by the
County Redevelopment Agency at the time of adoption. These tax sharing agreements are outlined
below. The general levy shares are adjusted for the weighted average portion of the Original Area
that is within a particular district’s boundaries.

The Contra Costa County Office of Education (2.27%), the Oakley Fire Protection District (4.97%)
and the Contra Costa County Mosquito Abatement District (1.44%) receive their shares of general
levy tax increment revenue from the Original Area. By the terms of the agreement between the
Agency and the Contra Costa County Mosquito Abatement District, tax sharing payment made to
the District are subordinate to debt service payments on the Bonds. The agreement between the
Agency and the Oakley Fire Protection District allows that the tax sharing payments to the District
may be subordinated to the payment of debt service on the Bonds. Subordination of these payments
was requested by the Agency and granted by the Fire Protection District.

The Antioch Unified School District (9.9%), the Oakley Union Elementary School District
(12.21%) and the Liberty Union High School District (12.72%) receive their full shares of general
levy revenue on inflationary growth of base year real property value. In addition, each of these
districts receives 25% of its share of the Original Area general levy tax increment revenue net of
that district’s inflationary share. The agreements between the Agency and these three school
districts allow that the tax sharing payments to the Districts may be subordinated to the payment of
debt service on the Bonds. Subordination of these payments was requested by the Agency and
granted by the three school districts.

C. Jurisdictional Transfer Agreement

The Original Area was transferred into the control of the Oakley Redevelopment Agency by means
of a Jurisdictional Transfer Agreement (herein, the Transfer Agreement) between the Agency and
the Contra Costa County Redevelopment Agency. This agreement called for the payment of
portions of the Original Area’s revenue to the County General Fund, the County Library, the
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County Flood Control District and the County Water Agency. The payments to be made pursuant
to Section 8.02 of the Transfer Agreement were to be patterned after the statutory tax sharing
payments outlined in the Law for those project areas adopted after 1994 (see Section D below). The
Transfer Agreement stipulated that these payments would utilize the Original Area’s 1989-90 base
year values as the basis for calculation of the Tier 1 tax sharing payments. The Original Area’s
1999-00 assessed values were the basis for calculation of the Tier 2 tax sharing payments. The full
amount of these statutory-like tax sharing payments were deducted from the Original Area revenues
for 2000-01 through 2002-03.

Section 8.05 of the Transfer Agreement requires that in the event the that the Agency amends the
Original Area to include all or a substantial portion of certain areas of the City, an alternative
payment schedule would take the place of the statutory-like payments outlined in Section 8.02. The
Agency amended the plan in October 2001 and added the Amendment Area to the Original Area to
form the Project Area. By the terms of the Transfer Agreement the statutory-like payments were to
terminate for fiscal year 2001-02 and the Alternative Payment schedule was to have taken its place.
The termination of the statutory-like payments did not occur on schedule but this oversight by the
Auditor-Controller’s office was corrected as of October, 15, 2003. The Alternative Payment
amounts vary in size and were to begin on January 31, 2002 (fiscal year 2001-02) and continue
through fiscal year 2010-11. As of June 29, 2007 the amounts to be paid pursuant to the payment
schedule have been paid through fiscal year 2006-07. The payment required as of January 31, 2008
is $225,000. The remaining payment amounts in the Alternative Payment schedule are assumed to
be paid on January 31 of each fiscal year through 2010-11.

Prior to transferring jurisdiction of the Original Area to the Oakley Redevelopment Agency, the
County Agency had entered into a loan agreement with the Contra Costa County Financing
Authority. The loan payments to the County Financing Authority supported the debt service on
bonds issued by the Financing Authority and loaned to the County Agency. Under the terms of the
Transfer Agreement, the Agency is obligated to continue to pay these County loan payments from
Agency revenues. These payments are approximately $506,000 per year and this amount was
deducted by the Auditor-Controller from Agency for three years. The payments on this loan were
scheduled to continue until 2027-28. The Agency used proceeds from its 2003 Bonds to discharge
the County Financing Authority’s bonds and to eliminate this reduction in Agency revenue.

D. Statutory Tax Sharing Payments
Original Area

Ordinance No. 16-03 was adopted on December 8, 2003 eliminating the time limit on incurrence of
new indebtedness and increasing the amount of tax increment that may be used to repay
indebtedness within the Original Area. For project areas adopted prior to January 1, 1994, Section
33607.7 of the Law requires statutory tax sharing payments to be made if such an amendment is
enacted. Tax sharing payments will be made to all taxing entities that have not entered into tax
sharing agreement with the Agency (see Section VII B above) in accordance with the three-tiered
formulas for statutory tax sharing payments required of those project arcas adopted after January 1,
1994. The following taxing entities have entered into a tax sharing agreement with the Agency and
will not receive a share of the statutory tax sharing amount.
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Antioch Unified School District Oakley Union Elementary School District
Liberty Union High School District Contra Costa Co. Office of Education
Oakley Fire Protection District Contra Costa Co. Mosquito Abatement District

All other taxing entities within the Original Area will share in the statutory tax sharing amounts
including those taxing entities that receive base year adjustment payments (See Section VII A
above).

Since the former time limit on incurrence of new debt for the Original Area was December 21,
2009, these statutory tax-sharing payments will begin in fiscal year 2010-11 and use the valuation
for 2009-10 as the adjusted base year. The annual tax sharing amount to be divided among the
affected taxing entities is 25% of the revenue derived from the difference in assessed value between
the adjusted base year value and the current year value net of a 20% share for the Housing Set-
Aside requirement. According to the Law, these statutory tax sharing payments will continue
through the fiscal year within which the Original Area’s redevelopment plan activities terminate.
As a result, for the final ten years that the Original Area is permitted to repay indebtedness with tax
revenue, there will be no statutory tax sharing payment requirement.

The second tier of statutory tax sharing payments required by Section 33607.7 begin in the fiscal
year 2020-21 and uses the project area assessed value in 2019-20 as a second adjusted base year
value. The annual tier two tax sharing amount to be divided among the affected taxing entities is
21% of the revenue derived from the difference in assessed value between the adjusted base year
value and the current year value net of a 20% share for the Housing Set-Aside requirement.
According to the Law, these statutory tax sharing payments will continue through the fiscal year
within which the Original Area’s redevelopment plan activities terminate. As a result, for the final
ten years that the Original Area is permitted to repay indebtedness with tax revenue, there will be
no statutory tax sharing payment requirement. A third tier of statutory tax sharing outlined in the
Law will not be initiated prior to the expiration of the redevelopment plan’s effectiveness.

Amendment Area

The Amendment Area was adopted after January 1, 1994 and is, therefore, subject to the statutory
tax sharing payments mandated in the Law as amended by Assembly Bill 1290 and outlined in
Section 33607.5. These tax-sharing payments are set by statute and are not negotiated. A
prescribed portion of the Agency’s tax increment revenue must be shared with all taxing entities
within the Amendment Area. This defined tax-sharing amount has three tiers.

The first tier began in fiscal year 2003-04, the first year that the Amendment Area received tax
increment revenue, and continues for the life of the Amendment Area. This first tier tax-sharing
amount is 25 percent of the Agency’s annual gross tax increment revenue net of the Housing Set-
Aside Requirement. The City of Oakley may elect to receive its share of this first tier of tax-sharing
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payments. If the City does not elect to receive its share, that amount of the tax sharing payment will
remain with the Agency.

The second tier begins in 2013-14; the eleventh year after the Agency first receives tax increment
revenue from the Amendment Area. This second tier payment amount is 21 percent of the tax
increment revenue, net of the Housing Set-Aside Requirement, that is derived from the growth in
assessed value that is in excess of the assessed value of the Amendment Area in fiscal year 2012-13.
The City may not receive any portion of the second tier tax-sharing payments.

The third tier begins 2033-34; the 31st year after the Agency first receives tax increment revenue
from the Amendment Area. This third tier payment amount is 14 percent of the tax increment
revenue, net of the Housing Set-Aside Requirement that is derived from the growth in assessed
value that is in excess of the assessed value of the Amendment Area in fiscal year 2032-33. The
City may not receive any portion of the third tier tax-sharing payments. These three tiers of tax
sharing are calculated independent of one another and continue from their inception through the life
of the Amendment Area.

Pursuant to Section 33607.5(e) of the Law, the Agency has requested subordination of the Original
Area and Amendment Area statutory tax sharing amounts to the payment of debt service on the
Bonds. Unless a taxing entity can demonstrate that the Agency’s financing will deprive it of a
reasonable expectation of receiving its share of the statutory tax sharing amount, these shares will
be subordinated to the payment of debt service on the Bonds at the end of a 45 day period beginning
with the day the taxing entities receive the subordination request. This subordination request was
maited to the taxing entities on October 22, 2007 and was received by the taxing entities by October
24. Subordination of the statutory tax sharing payments has been assumed in the projections
pending the end of the 45 day review period on or about December 8, 2007.

E. Court Decisions

Santa Ana Decision

The State Court of Appeals upheld a Superior Court decision which held the Santa Ana School
District had the right to receive payments from the Orange County Redevelopment Commission
pursuant to a resolution adopted by the School District in 1999 under former Section 33676(a) of
the Law (Santa Ana Unified School District v. Orange County Redevelopment Commission; App. 4
Dist. 2001 108 Cal. Rptr.2d 770, 90 Cal. App 4th 404, review denied). Former Section 33676(a) (2)
provided that, unless a negotiated tax sharing agreement had been entered into, upon passage of a
resolution prior to adoption of a redevelopment plan, affected taxing agencies and every school and
community college district could elect to be allocated increases in the assessed value of taxable
property in the project area based on inflation growth (the base year adjustment). Former Section
33676(a)(2) was repealed as part of major revisions made to the Law pursuant to the Reform Act of
1993 (AB 1290). The changes to the Law contained in AB1290 were effective as of January 1,
1994,
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The Court of Appeals affirmed the lower court ruling that due to an amendment to former Section
33676(a) that was adopted in 1984 and became effective on January 1, 1985, school and community
college districts may receive the base year adjustment by adopting the appropriate resolution at any
time. The Contra Costa County Auditor-Controller has interpreted this ruling to mean that school
and community college district that have not entered into tax sharing agreements will automatically
receive their base year adjustments. By this interpretation and because the Original Area was
adopted during the period that Section 33676(a) was in effect, in 2001-02 the Auditor-Controller
began allocating the base year adjustments to the Byron Elementary School District, the Brentwood
Elementary School District and the Knightson Elementary School District.

VIII. New Development and Transfers of Ownership

New value will be added to the Original Area for fiscal year 2008-09 as the result of 26 transfers of
ownership that have occurred after the lien date for the 2007-08 tax roll. The combined value of
these transfers of ownership is $3,987,500 more than the 2007-08 tax roll values for these 26
parcels. No new value is projected to be forthcoming from transfers of ownership within the
Amendment Area.

Increased of value that might be expected to result from new development projects that are under
construction or recently completed have not been estimated or included in the projections.

IX. Trended Taxable Value Growth

Growth in real property land and improvement values have been limited to an assumed rate of
growth of real property taxable values of two percent annually as allowed under Article XIIIA of
the State Constitution. A two percent growth rate has been assumed because it is the maximum
inflationary growth rate permitted by law and this rate of growth has been achieved in all but five
years since 1981. The years in which less than two percent growth was realized were 1983-84
(1.0%), 1995-96 (1.19%), 1996-97 (1.11%) and 1999-00 (1.85%) and 2004-05 (1.867%). If in
future years the growth of taxable value in the project area is less than two percent, the resultant
Tax Increment Revenues would be reduced.

HdL Coren & Cone make no representation that taxable values will actually grow at two percent.
Future values will also be affected by changes of ownership and new construction not reflected in
our projections. In addition, the values of property previously reduced in value due to assessment
appeals based on reduced market values could increase more than two percent when real estate
values increase more than two percent (see Section IV A above). Seismic activity and
environmental conditions such as hazardous substances that are not anticipated in this report might
also impact property taxes and Tax Increment Revenue.

As a result of the recent nationwide increase in defaults on residential mortgages there has been
concern expressed in the financial market over the possible impact that these defaults may have on
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redevelopment agency revenues in general. Reliable information on foreclosure activity is difficult
to find and what information that is available is not readily applicable to discrete areas within cities
and redevelopment project areas. Much of the information available is segregated by county or ZIP
code. The information within the following table is based on information available from the
RealtyTrac website.

Table H
Foreclosure Data for the City of Oakley by ZIP Code

Real Estate Total City
Notices of Notices of Owned Total City Residential
As of: Default Trustee’s Sale by Lender Parcels Parcels
March, 2008 | 460 149 449 11,602 6,992

According to RealtyTrac, properties receiving a Notice of Default from a trustee are in the first
phase of the foreclosure process. A Notice of Default is sent after the occurrence of a default under
the terms of the deed of trust or mortgage. A Notice of Trustee’s Sale is filed announcing a public
auction of property that is in default under the terms of the deed of trust or mortgage. This is the
second phase of the foreclosure process. Real Estate Owned by Lender reflects the final stage in
the foreclosure process. These are properties that have been conveyed into the ownership of the
lender. Generally the foreclosure process may be halted by the property owner or borrower paying
the amount that is in default under the deed of trust and bringing the loan current.

There are a number of parcels on which Notices of Default or Notices of Trustee’s Sale have been
filed or are Lender owned. The City is located entirely within ZIP code 94561 but that ZIP code
also includes unincorporated areas of Contra Costa County. We are unable to determine how many
of the parcels represented in Table H may be located within the Project Area or that are located
within the city limits of Oakley.

In advance of publishing the 2007-08 tax rolls, the Contra Costa County Assessor reviewed the
assessed values of about 30,000 residential parcels that had been sold since June 2005 and reduced
the assessed values on about 22,500 of them. According to the Assessor the average reduction was
about 8%. The Assessor stated that most of the reductions were on properties that were within new
subdivisions that had been built in the past three years. This reduction in value was the first
proactive reduction undertaken by the Assessor since 1995. Despite the reductions in value that
were implemented for 2007-08, the value of residential parcels within the Project Area increased by
$27,631,215 (8.97%) over the value of residential parcels in 2006-07. New residential
developments that were constructed during the past three years or are currently under construction
are located in parts of the City outside of the Project Area.

Anticipated revenues could be adjusted as a result of unidentified assessment appeal refunds, other
Assessor corrections discussed previously, or unanticipated increases or decreases in property tax
values. Estimated valuations from developments included in this analysis are based upon our
understanding of the general practices of the Contra Costa County Assessor and Auditor-
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Controller’s Office. General assessment practices are subject to policy changes, legislative
changes, and the judgment of individual appraisers. While we believe our estimates to be
reasonable, taxable values resulting from actual appraisals may vary from the amounts assumed in
the projections.

Oakley FCR 2007 ds — Final4-24-08
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Oakley Redevelopment Project Area
Projection of Incremental Taxable Value & Tax Increment Revenue

(000's Omitted)
Table 1

Taxable Values (1)
Real Property (2)
Personal Property (3)

Total Projected Value

Taxable Value over Base

Gross Tax Increment Revenue (4)
Unitary Tax Revenue
Gross Revenues
Section 33676 Base Year Adjustments
County Resource Conservation District 5)
Bay Area Rapid Transit (5)
East Bay Regional Park (5)
Brentwood Elementary School Dist. (5)
Byron Elementary School District (5)
Knightson Elementary School District (5)
Contra Costa Community College District (5)
City of Oakley (6)
Adjusted Gross Revenues
LESS:
SB 2557 Admin. Fee (7)
Housing Set Aside Requirement (8)
Pass Throughs
County Payments per Section 8.05 (9)
County Office of Education (11)

Tax Revenues
Subordinate Tax Sharing
Antioch Unified School District (10)
Oakley Union Elementary District (10)
Liberty High School District (10)
Oakley Fire Protection District 11)
Contra Costa Mosquito Abatement District (13)
Statutory Tax Sharing Tier 1 (12)
Statutory Tax Sharing Tier 2 (12)
Statutory Tax Sharing Tier 3 (12)

Net Tax Revenues

2007-08 2008-09 2009-10 2010-11 201112 2012-13 2013-14 2014-15 2015-16
472,226 485,658 495,371 505,279 515,384 525,692 536,206 546,930 557,869
30,587 30,587 30,587 30,587 30,587 30,587 30,587 30,587 30,587
502,814 516,246 525,959 535,866 545972 556,280 566,793 577,518 588,456
102,567 400,247 413,679 423,392 433,299 443,405 453,712 464,228 474,950 485,889
4,054 4,188 4,284 4,376 4,476 4,579 4,683 4,789 4,898
8 8 8 8 8 8 8 8 8
4,061 4,196 4,293 4,384 4,484 4,586 4,691 4,797 4,906

(0) ()] ) (0) (0) (@) (0) (Y] (0}

3) (3) (3) (3) (3) 4) 4) 4) 4)

4) 4) 4) (5) (5) (%) (5) (&) (6)

(6) (7) 7 (7) (8) (8) 9 (9} (10}

(4) 4) (4) 4) (8) (5) )] (5} (6

(3) (3) {3) (3) (3) (3) 4) (4) {4)

(19) (20) (21) (23) (24} (26) (27) {29) (30

(25) (27} 29) 31 (32) {34) (36) (38) {40)
3,999 4,129 4,221 4,308 4,403 4,501 4,600 4,702 4,805

37) (38) (39) {40 (41} {42) (43) (44) {45}
(800) (826) (844) (862) (881) (900) (920) (940) (961)

(225) (275) (300) (297)

(89) (92) ©4) (96) (98) (100 (103) (105 107
2,848 2,898 2,944 3,013 3,384 3,459 3,535 3,613 3,692
(121) (126) (130) (134) (138) (143) (147) (151) (156)
(149) (155) (160) (165) (170) (176} (181) (186) (192)
(156) (162) (167) (172) (178) (183) (189) (194) (200)
(195) (201) (206) (210) (215) (220) (225) (230) (235)
(57) (58) (60) 61) {62) (64) (65} (67) (68)
(29) (30) (31) (51) an (92) (113) (135) (157)

0 0 0 0 0 0 ) ) 2
0 o} 0 g 4} o} 0 0 0
2,142 2,165 2,190 2,220 2,549 2,582 2,615 2,648 2,682

04/24/08

2016-17

569,026
30.587

599,614

497,046

5,004
8
5,012

(0
(4)
(6)
(10
(6)
4}
{32)
(42)
4,906

{46)
(981)

(10
3,770

(160)
(198)
(2086)
(240)
{70}
(179)
3
0

2,714
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Oakley Redevelopment Project Area 04724/08
Projection of Incremental Taxable Value & Tax Increment Revenue
Footnotes for Table 1

(1)
o3
@)
)

®)
(6)
@

(8)
©

(10)

(1)

(12)

(13)

Taxable values as reported by Contra Costa County.

Real property consists of land and improvements. Real Property value is increased for inflation at 2% annually and for added value of $3,987,500 in 2008-09 for transfers of ownership.

Personal property is held constant at 2007-08 level.

Projected Gross Tax Increment is based upon incremental taxable values factored against an assumed Project tax rate and adjusted for indebtedness approved by voters prior to 1988,

The future tax rate is assumed to decline to $1 per $100 of taxable assessed value after maturity of voter approved debt. The override tax rate levied by the Contra Costa Water District

on land value only is assumed to remain at 0.0039% through 2009-10 and is eliminated thereafter.

Taxing entites receive their shares of general levy revenue derived from inflationary growth on the base year real property value per the former Section 33676 of the Health and Safety Code.

As the successor to Contra Costa County, the City of Oakley receives its share of general levy revenue derived from inflationary growth

on base year real property value per the former Section 33676 of the Health and Safety Code.

County Administration charges are actual for 2007-08 and estimated for future years at 0.91% of Gross Revenue.

Housing Set Aside calculated at 20% of Adjusted Gross Revenue. The Agency pays 14.59% of the annual debt service on it's 2003 Bonds from the Housing Set-Aside amount through 2028-29.
Pursuant to an agreement between the City of Oakley and the County that transfers the Oakley Redevelopment Project into the control of the Oakley Redevelopment Agency, the Agency agrees
that in the event that the Project Area is amended, as it was in 2001, the Agency will make certain compensatory payments to the County. These compensatory payments were initially paid

in fiscal year 2004-05 and additional payments have been made periodically. The 2006-07 payment of $175,000 was made on 6/29/2007. The final 4 payments will be made on January 31

of each fiscal year beginning with January 31, 2008 and ending with the last payment on January 31, 2011.

Antioch Unfied School District (9.91%), Oakley Union Elementary School District (12.21%) and the Liberty High School District (12.72%) receive their shares of general levy revenue on inflationary
growth of base year real property value. In addition, the districts receive 25% of their shares of general levy tax increment revenue net of the amount of their shares of inflationary growth. These
payments have been subordinated to payment of debt service on the Bonds at the request of the Agency pursuant to the terms of the agreements.

Contra Costa County Office of Education (2.27%) and the Oakley Fire Protection District (4.97%) receive their shares of general levy tax increment revenue. The payments to the

Oakley Fire Protection District have been subordinated to the payment of debt service on the Bonds at the reques of the Agency pursuant to the terms of the agreement.

Within Project Area 2, Taxing Entities receive their shares of 25% of total tax increment revenue net of housing set aside. In addition, after year 10 Taxing Entities receive 21% of tax revenue

on incremental value above the year 10 value net of housing set aside. After year 30, Taxing Entities receive 14% of tax revenue on incremental value above the year 30 value net

of housing set aside. The City is considered a taxing entity and may opt to receive its share of the first tier of this tax sharing requirement but may not receive shares from Tiers 2 and 3.

Contra Costa County Mosquito Abatement District (1.44%) receives its share of general levy tax increment revenue. Tax sharing payments are,

by the terms of the agreement, subordinate to the payment of debt service on the Bonds.

Bond Services/Tax Allocation Bonds/Oakley 2007/Projection 4 - Subordination Change 4-15-08 Revised
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Oakley Redevelopment Project Area
PROJECTION OF INCREMENTAL VALUE AND TAX INCREMENT REVENUE

(000s Omitted) 04/24/08
Table 2
Taxable Value Section 33676 Payments to Subordinate
Total Over Base Base Year Adjusted Housing $B 2557 County per Transfer Tax Sharing Tax Statutory Tax Sharing Payments Tax Sharing Net Tax
Taxable Value Gross Revenue  Adjustments Gross Revenue  Sef-Aside Charge Agreement Payments Revenues Tier 1 Tier2 Tier3 Payments Revenues
1 2007-08 502,814 400,247 4,061 (83) 3,999 (800) (37) (225) (89) 2,848 (29) 0 0 (877) 2,142
2 2008-09 516,246 413679 4,196 (67) 4,129 (826) (38) (275) (92) 2,898 (30) 0 0 (703) 2,165
3 2009-10 525,959 423,392 4,293 (72) 4,221 (844) (39) (300) (94) 2,944 (31) 0 0 (723) 2,180
4 2010-11 535,866 433,299 4,384 (78} 4,308 (862) (40) (297) (96) 3,013 51 0 0 (762) 2,200
5 2011-12 545972 443 405 4,484 (81 4,403 (881) 4N (98) 3,384 7N 0 0 (802) 2,510
6 2012-13 556,280 453,712 4,586 (88) 4,501 {900) (42) (100) 3,459 (923 0 0 (844) 2,523
7 2013-14 566,793 464,226 4,691 (90) 4,600 (920) (43) (103) 3,535 {(113) (1 0 (8863 2,536
8 2014-15 577,518 474,950 4,797 (953 4,702 (940) (44) (105) 3,613 (135) &) 0 (928) 2,548
9 2015-18 588,456 485,889 4,906 (100) - 4,805 (961) (45) (107) 3,692 (157) @ 0 (972} 2,561
10 2016-17 599,614 497,046 5,012 (105) 4,906 (981) (46) (110) 3,770 (179) 3) 0 (1,016) 2,572
1M1 2017-18 610,994 508,427 5,119 (111) 5,009 {1,002) (47) (1123 3,848 (202) 4 0 (1,061) 2,582
12 2018-19 622,602 520,035 5,229 (116) 5113 {1,023) (48) (114) 3,929 {225) 4 0 {1,108) 2,593
13 201920 634,442 531,875 5,341 (121) 5,220 (1,044) {49) (117 4,010 (248) (5) 0 (1,152) 2,605
14 2020-21 646,520 543,952 5,455 (127) 5,328 {1,066 (50 {119) 4,093 (272) (286) 0 (1,219 2,577
15 2021-22 658,838 556,271 5,571 (133) 5,438 (1.088) (51) (122) 4,178 (296) (48) 0 (1,287) 2,549
16 2022-23 671,403 568,836 5,696 (138) 5,558 (1,112) (52) (128) 4,270 (321 (67) 0 (1,357) 2,524
17 2023-24 684,220 581,652 5,824 (144) 5,680 {1,136) (53) (127) 4,364 (347) (89) 0 {1,429} 2,499
18 2024-25 697,292 594,725 . 5955 (150) 5,805 (1,161 (54) (130) 4,459 (373) 111 0 (1.502) 2,473
18 2025-26 710,626 608,059 6,088 (156) 5,932 (1,186) (55) (133) 4,557 (400} (133) 0 (1,577) 2,446
20 2026-27 724,227 621,660 6,224 (163) 6,062 (1,212) (57) (136) 4,657 (427} (156) 0 {1,653) 2,420
21 2027-28 738,100 635,533 6,363 (169) 6,194 (1,239) (58) (139) 4,758 {458) (180) 0 (1,731) 2,392
22 2028-29 752,250 649,683 6,504 (175) 6,329 (1,268} (59) (142) 4,862 (483) (203) 0 (1,811) 2,364
23 2029-30 766,683 664,116 6,649 (182) 6,467 (1,293) (60) (145) 4,967 (512) (228) 0 {1.892) 2,336
24 2030-31 781,405 678,838 6,796 (189) 6,607 (1,321 (62) (149} 5,075 (G3H) (15) 0 {1,248) 3,764
25 2031-32 796,422 693,855 6,946 {196) 6,750 {1,350) (63) (152) 5,185 (52) {18} 0 (1,277} 3,840
26 2032-33 811,738 709,171 7,099 (203) 6,897 (1,379) (65) (155) 5,297 (53) (i7) 0 {1.309) 3,918
27 2033-34 827,361 724,794 7,256 210} 7,046 {1,409) (66) (159) 5,412 (54) (18) (N (1,341 3,997
28 2034-35 843,297 740,730 7,415 (217) 7,198 {1,440) (67) (162) 5,529 (55) (19) ! (1.374) 4,078
29  2035-36 859,551 756,984 7,577 (225) 7,353 {1,471) (69) (166) 5,648 (57 (20) @ {1,408) 4,160
30 2036-37 876,130 773,563 7,743 (232) 7,511 {1,502) (70 (169) 5,769 (58) 210 @ (1,443) 4,244
31 2037-38 893,041 790,474 7,912 (2403 7,672 {1,534) (72) (173) 5,893 (59) (23) {4 (1,009) 4,708
32 2038-39 910,290 807,723 8,085 (248) 7,837 (1,567) (74) (177) 6,019 (81) (24) 4 (1,127} 4,803
33 2039-40 52,654 31,103 n 311 {62) (3) 246 {62) (25) (5) 154
34 2040-41 53,370 31,819 318 318 (64) (3) 252 (64) (26) (6} 156
35  2041-42 54,100 32,549 325 325 (85) (3) 257 (65) (27) n 158
36 2042-43 54,845 33,294 333 333 (67} (3) 263 (67) (29) (8) 160
37 2043-44 55,605 34,054 341 341 (68) (3 269 (68} (30) (8) 163
38 204445 56,360 34,829 348 348 (70) (3 275 (70) (31) 9} 165
39 204546 57,471 35,619 356 358 {1 {3 282 {Ih (32) {10} 168
190,590 (4,678) 185,912 (37.182) (1,735) (1.097) (4,120} 141,777 (6,414) (1,634) (89) (38,718} 94,944

Bond Services/Tax Allocation Bonds/Oakley 2007/Projection 4 - Subordination Change 4-15-08 Revised



Redevelopment Agency of the City of Oakley

Oakley Redevelopment Project Area

HISTORICAL VALUES (1)
Tabhie 3
Base Year
Secured (2) 1989-90
Land 80,787,366
improvements 228,544
Personal Property 0
Exemptions Q
Total Secured 81,015,910
Unsecured
Land 0
Improvements 0
Personal Property 0
Exemptions 0
Total Unsecured 0
GRAND TOTAL 81,015,910

e - ———
Incremental Value

(1) Source: County of Contra Costa.

(2) Secured values include state assessed non-unitary utility property.

Base Year
2000-01 2001-02 2002-03}- - Adjusted |

79,411,649 85,498,726 92,284,957 89,026,552

153,006,295 160,313,059 177,138,592 4,911,843

1,129,184 1,331,583 2,005,139 0

(5.181.788) (5,285 392) (5,750.334) Q

228,365,360 241,857,976 265,678,354 93,938,395

2,431 7,511 7,439 0

3,231,148 2,887,836 3,390,588 0

3,367,832 3,874,860 3,442,384 8,628,736

Q 0 0 0

6,601,411 6,770,207 6,840,411 8,628,736

234,966,771 248,628,183 272,518,765 | 102,567,131
153,950,861 167,612,273 191,502,855

Bond Services/Tax Allocation Bonds/Oakley 2007/Prajection 4 - Subordination Change 4-15-08 Revised

04/24/08

2003-04 2004-05 2005-06 2006-07 2007-08
110,372,773 124,659,023 151,189,368 184,509,592 206,022,665
193,096,242 206,466,568 226,059,065 259,813,578 271,915,233

2,109,255 2,474,989 8,226,150 9,410,873 10,184,045
(5.945568) (10.014.501) (11.277.860) (12252534) (11,344.395)
299,632,702 323,586,079 374,196,723 441,481,509 476,777,548
15,243 15,525 64,433 7,143 12,786
3,127,655 4,426,813 4421447 5093292 5,619,989
17,865,950 18,454,592 18,716,278 19,733,180 20,445,757
0 0 0 (44,022) (42,392)
21,008,848 22,896,930 23,202,158 24,789,593 26,036,140
320,641,550 346.483.000 397,398,881 466.271.102 502.813,688
218,074,419 243915878 294,831,750 363,703,971 400,246,557



Redevelopment Agency of the City of Oakley

Oakley Redevelopment Project Area
TOP TEN TAXABLE PROPERTY OWNERS

Fiscal Year 2007-08 04/24/08
Table 4
Secured Unsecured Total
Assessed Value Parcels  Percentage Assessed Value Parcels Percentage Assessed Value Percentage Land Use Code
1. Cypress Square S&R Associates $16,561,907 1 3.47% $0 0 0.00% $16,561,907 3.29% Commercial
2. HPH Properties Limited Partnership $8,552,268 2 1.79% $0 0 AO.OO% $8,552,268 1.70% Industrial
3. Lucky No. California Investor LLC $8,361,536 1 1.75% $0 0 0.00% $8,361,536 1.66% Commercial Shopping Center
4. Western Qilfields Supply Company $8,243,763 2 1.73% $0 0 0.00% $8,243,763 1.64% Light Industrial
5. Simon Oakley Town Center LLC $7,640,691 4 1.60% $0 0 0.00% $7,640,691 1.52% Commercial Shopping Center
6. Shurgard California Properties $6,737,473 1 1.41% $0 0 0.00% $6,737,473 1.34% Seft Storage
7. WEC98DLLC $5,108,109 1 1.07% $0 0 0.00% $5,108,109 1.02% Commercial
8. SFP B Limited Partnership $4,137,344 3 0.87% $0 0 0.00% $4,137,344 0.82% Commercial
9. El Du Pont De Nemours & Company $3,943,785 5 0.83% $117,589 2 0.45% $4,061,374 0.81% Industrial
10. Conoco Land Company $3.713,782 3 0.78%| $0 a 0.00%] $3,713.782 0.74% Dry Farm
Totals: $73,000,658 23 15.31% $117,589 2 0.45% $73,118,247 14.54%
Total Assessed Values: $476,777,548 $26,036,140 $502,813,688
Incremental Assessed Value: $382,839,153 19.07% $17,407,404 0.68% $400,246,557 18.27%

Bond Services/Tax Allocation Bonds/Oakley 2007/Projection 4 - Subordination Change 4-15-08 Revised



Redevelopment Agency of the City of Oakley

Oakley Redevelopment Project Area
New Development

04/24/08

Complete

Table 5
|000's omitted
SqFt/ Total Less Total Value
REAL Units Value Value Existing Added Start
0 $0 $0 $0 $0
0 $0 $0 $0 $0
0 $0 $0 0 0
0 $0 $0 0 0
Transferred Parcels 26 Lump Sum $10,064,500  ($6.077.000) $3,988
Total Real Property 10,064,500 (6,077,000} 3,988

Bond Services/Tax Allocation Bonds/Qakley 2007/Projection 4 - Subordination Change 4-15-08 Revised

2003-04 2004-05 2005-06 2006-07
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 3,988 0 0
0 3,988 0 0]




Redevelopment Agency of the City of Oakley

Oakley Redevelopment Project Area (Original)

Projection of Incremental Taxable Value & Tax Increment Revenue

(000's Omiitted)
Table 1

Taxable Values (1)
Real Property (2)
Personal Property (3)

Total Projected Value

Taxable Value over Base 81,016

Gross Tax Increment Revenue (4)

Unitary Tax Revenue

Gross Revenues

Section 33676 Base Year Adjustments
County Resource Conservation District (5)
Bay Area Rapid Transit (5)
East Bay Regional Park (5)
Brentwood Elementary School Dist. (5)
Byron Elementary School District (5)
Knightson Elementary School District (5)
Contra Costa Community College District (5)
City of Oakley (6)

Adjusted Gross Revenues

LESS:
SB 2557 Admin. Fee (7)
Housing Set Aside Requirement (8)
Pass Throughs
County Payments per Section 8.05 (9)
County Office of Education (11)

Tax Revenues
Subordinate Tax Sharing Payments
Antioch Unified School District (10)
Oakley Union Elementary District (10)
Liberty High School District (10)
Oakley Fire Protection District (11)
Contra Costa Mosquitc Abatement District (12)
Statutory Tier 1 Payments (13)
Statutory Tier 2 Payments (13)

Net Tax Revenues

2007-08 2008-09 2009-10 2010-11 201112 2012-13
453,230 466,282 475,608 485,120 494,822 504,719
13,733 13,733 13,733 13,733 13,733 13,733
466,963 480,015 489,340 498,853 508,555 518,451
385,947 398,999 408,325 417,837 427,539 437,436
3,909 4,039 4,132 4,220 4316 4414

8 8 8 8 8 8

3,916 4,047 4,140 4,227 4,324 4,422
{0) {0) {0) 0 ©) )
3) 3 (3) (3) (3) 4

G 4) 4) (5) {5) {5)
(6) N ) 7 (8) (8)
4) (4) 4) (4} (5) (5
(3 (3) (3) (3) {3) (3)
(19) (20 21 (23) (24) (286)
(25) 20 (29) (31) (32) (34)
3,854 3,980 4,068 4,151 4,243 4,337
(36) (37) (38) (38) (39) (40
(771) (796) (814) (830) (849) {867)
(225) (275) (300) (297)

(89} 92) (84) {98) {98) 100
2,733 2,780 2,823 2,889 3,257 3,329
(121) (126) (130) (134) (138) {143)
(149) (155) {160) (165) (170) (176)
(156) (162) (167) (172) (178) {183)
{195) (201) (206) (210) (215) (220)
(87) (58) (60) (61) (62) (64)
0 0 0 (19) (39) (59)

0 Q 0 0 0 0

2,056 2,077 2,100 2,127 2,455 2,485

2013-14 2014-15 2015-16
514,813 525,109 535,611
13,733 13,733 13,733
528,546 538,842 549,344
447,530 457,826 468,328
4,515 4617 4,721
8 8 8
4,522 4,624 4,728
{0) {0) (©)
{4) 4) {4)
{5 (6) (8)
(9) (9 (10)
(8) {5) 6)
(4) 4 {4)
(27) (29) (30)
(36) (38) {40)
4,432 4,529 4,628
(41) (42) (43)
(886) (906) (926)
(103) 105 (107)
3,402 3,476 3,552
(147) (151) (156)
(181) (186) (192)
(189) (194) (200)
(225) (230) (235)
{65) (67) (68)
{79) (100) (121)
0 ] 0
2,516 2,548 2,580

04/24/08

201617

546,324
13.733

560,056

479,041

4,822
8
4,830



Oakley Redevelopment Agency
Oakley Redevelopment Project Area (Original)

Projection of Incremental Taxable Value & Tax Increment Revenue
Footnotes for Table 1

()
)
(3)
)

C)
(6)

M
(8)
9

Taxable values as reported by Contra Costa County.

Real property consists of land and improvements. Real Property value is increased for inflation at 2% annually and for added value of $3,987,500 in 2008-09 for transfers of ownership.

Personal property is held constant at 2007-08 level.

Projected Gross Tax Increment is based upon incremental taxable values factored against an assumed Project tax rate and adjusted for indebtedness approved by voters prior to 1988.

The future tax rate is assumed to decline to $1 per $100 of taxable assessed value after maturity of voter approved debt. The override tax rate levied by the Contra Costa Water District

on land value only is assumed to remain at 0.0039% through 2009-10 and is eliminated thereafter.

Taxing entites receive their shares of general levy revenue derived from inflationary growth on the base year real property value per the former Section 33676 of the Health and Safety Code.

As the successor to Contra Costa County, the City of Oakley receives its share of general levy revenue derived from inflationary growth

on base year real property value per the former Section 33676 of the Health and Safety Code.

County Administration charges are actual for 2007-08 and estimated for future years at 0.81% of Gross Revenue.

Housing Set Aside calculated at 20% of Adjusted Gross Revenue. The Agency pays 14.59% of the annual debt service on it's 2003 Bonds from the Housing Set-Aside amount through 2028-29.
Pursuant to an agreement between the City of Oakley and the County that transfers the Oakley Redevelopment Project into the control of the Oakley Redevelopment Agency, the Agency agrees
that in the event that the Project Area is amended, as it was in 2001, the Agency will make certain compensatory payments to the County. These compensatory payments were initially paid

in fiscal year 2004-05 and additional payments have been made periodically. The 2006-07 payment of $175,000 was made on 6/28/2007. The final 4 payments will be made on January 31

of each fiscal year beginning with January 31, 2008 and ending with the last payment on January 31, 2011.

Antioch Unfied School District (9.91%), Oakley Union Elementary School District (12.21%) and the Liberty High School District (12.72%) receive their shares of general levy revenue on inflationary
growth of base year real property value. In addition, the districts receive 25% of their shares of general levy tax increment revenue net of the amount of their shares of inflationary growth. These
payments have been subordinated to payment of debt service on the Bonds at the request of the Agency pursuant to the terms of the agreements.

Contra Costa County Office of Education (2.27%) and the Oakley Fire Protection District (4.97 %) receive their shares of general levy tax increment revenue. The payments to the

Oakley Fire Protection District have been subordinated to the payment of debt service on the Bonds at the request of the Agency pursuant to the terms of the agreement.

Contra Costa County Mosquito Abatement District (1.44%) receives its share of general levy tax increment revenue. Tax sharing payments are,

by the terms of the agreement, subordinate to the payment of debt service on the Bonds.

Using the Project Area 2009-10 assessed value as an adjusted base year value and beginning in fiscal year 2010-11 taxing entities that have not previously entered

into tax sharing agreements began to receive their shares of 25% of the revenue derived from the incremental difference in value between the adjusted base

year value and the current year value net of housing set aside. Beginning in 2020-21 and using the Project Area assessed values for 2019-20 as a second

adjusted base year value these taxing entities receive their prorated share of 21% of the incremental revenue, net of housing set-aside, derived from the

difference in assessed value between the second adjusted base year value and the current year assessed value. The City of Oakley may elect to

receive its share of the first tier of statutory tax sharing but may not receive any share of the second tier. Statutory tax sharing payments continue

through the fiscal year within which the Project Area redevelopment plan effectiveness expires. The Agency has requested and received

subordination of these payments to debt service on the Bonds.

Bond Services/Tax Allocation Bonds/Oakley 2007/Projection 4 - Subordination Change Final 4-24-08



Redevelopment Agency of the City of Oakley
Oakley Redevelopment Project Area (Original)

PROJECTION OF INCREMENTAL VALUE AND TAX INCREMENT REVENUE 04/24/08
(000s Omitted)
Table 2
Taxable Value Section 33676 . Payments to Subordinate
Total Over Base Base Year Adj d H ing SB 2557 County per Transfer Tax Sharing Tax Statutory Pass-Throughs Tax Sharing Net Tax
Taxable Value Gross Revenue Adjustments Gross Revenue Set-Aside Charge Agreement Payments Revenues Tier 1 Tier2 Payments Revenues
1 2007-08 466,963 385,947 3,916 (63) 3,854 (771) {36} (225) (89) 2,733 0 0 {877) 2,056
2 2008-09 480,015 398,999 4,047 (67) 3,980 (798} (37} (275} (92} 2,780 0 0 (703) 2,077
3 2009-10 489,340 408,325 4,140 (72) 4,068 (814} (38) {300} (94) 2,323 0 0 {723) 2,100
4 2010-11 498,853 417,837 4,227 (76) 4,151 (830) (38) (297) (96) 2,889 (19) 0 (782) 2,127
5 2011-12 508,555 427,539 4,324 {81) 4,243 {849} {39) (98) 3,257 {39) 0 {B0Z2) 2,455
6 2012-13 518,451 437,436 4,422 (85) 4,337 (867) (40) {100} 3,329 (59) 0 (844) 2,485
7 201314 528,546 447,530 4,522 (90} 4,432 (886) {41) (103) 3,402 (79) 0 (886) 2,516
8 2014-15 538,842 457,826 4,624 {95) 4,529 (906) {42) (105} 3,476 {100} 0 (929) 2,548
9 2015-16 549,344 468,328 4,728 {100) 4,628 (928) (43) {107) 3,552 (121) 0 (972) 2,580
10  2016-17 560,056 479,041 4,830 (105) 4,725 (945) (44) (110) 3,626 (143) 1] {1,018} 2,610
11 2017-18 570,983 489,967 4,934 {(111) 4,823 (965) {45) (112) 3,701 {164} 0 (1,061} 2,641
12 2018-19 582,128 501,112 5,039 (116) 4,923 (985) {46} {114) 3,778 {187} 0 (1,108} 2,672
13 2019-20 593,496 512,480 5,146 (121) 5,025 (1,005) (47 (1 3,856 (209} 0 (1,152) 2,704
14 2020-21 605,091 524,075 5,255 {127) 5,129 {1,026) {48) {119) 3,936 {232y {20} {1,218} 2,717
15 2021-22 616,918 535,902 5,367 (133) 5,234 (1,047) {49) (122) 4,017 {258} (39) (1,287} 2,730
16 2022-23 628,982 547,966 5,487 {138) 5,349 (1,070} {50} (125) 4,105 {280) {60) (1,357) 2,748
17 2023-24 641,287 560,271 5,610 {144} 5,466 {1,093) {51) {127} 4,194 (304} {80) {1,429} 2,765
18  2024-25 653,838 572,822 5736 (150) 5,586 {1,117y (82) (130) 4,286 (329) (102) (1,502} 2,784
19 2025-26 666,640 585,624 5,864 (156) 5,708 (1.142) {53) (133) 4,380 {355) (123) (1,577) 2,802
20 2026-27 679,698 598,682 5,994 {163) 5,832 {1,166) (54) {136) 4,475 {381) {145) {1,653} 2,821
21 2027-28 693,018 612,002 6,128 (169) 5,959 (1,192) (56} {139) 4,572 {408} (167} (1,731} 2,841
22 2028-29 706,603 625,587 6,263 (175) 6,088 (1,218) (57) (142) 4,671 (435) (190) (1,811} 2,860
23 2029-30 720,461 639,445 6,402 (182) 6,220 {1,244) (58) {145) 4,772 {483) {214) (1.882) 2,881
24 2030-31 734,595 653,579 6,543 (189) 6,355 (1.271) {59} {149} 4,876 (1,246} 3,630
25 2031-32 749,013 667,997 6,688 (196) 6,492 (1,208) 1) (152} 4,981 (1.277) 3,704
26 2032-33 763,718 682,702 6,835 (203) 6,632 (1,328) (62) (155) 5,088 (1,308) 3,779
27 2033-34 778,718 897,702 6,985 (210) 6,775 {1,355) {83} {159 5,198 (1,341) 3,856
28  2034-35 794,018 713,002 7,138 (217) 6,920 (1,384) {65) (182) 5,309 (1.374) 3,935
29  2035-36 809,623 728,607 7,294 (225} 7,069 {1,414 {66) {166} 5,423 (1,408) 4,015
30 2036-37 825,541 744,525 7,453 {232) 7,221 (1,444) (68) (169} 5,539 (1,443} 4,097
31 2037-38 841,777 760,761 7,615 (240) 7,375 (1,475) {69) (173) 5,658 (1,099) 4,559
32 2038-39 858,338 777,322 7,781 (248) 7,533 (1.507) 4l 77 5779 (1L.127) 4,652
181,336 (4,678} 176,658 (35,332) (1.648) (1,087 {4.120) 134,461 (4.563) {1,140} {38,718} 95,745

Bond Services/Tax Allocation Bonds/Oakley 2007/Projection 4 - Subordination Change Final 4-24-08



Redevelopment Agency of the City of Oakley

Oakley Redevelopment Project Area (Originatl) 04/24/08
HISTORICAL VALUES (1)
Table 3
Base Year
Secured (2) 1989-90 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
Land 80,787,366 | 79,411,649  85498,726 92,284,957 101,854,307 115,107,295 138,689,998 171,671,096 193,000,595
Improvements 228,544 | 153,006,295 160,313,059 177,138,592 188,490,610 201,884,359 221,353498 254,887,830 266,967,370
Personal Property 0 1,129,184 1,331,583 2,005,139 1,993,525 2,271,821 8,104,080 9,330,083 10,138,690
Exemptions 0| (5.181.768) (5285392) (5750,334) (5.588.905) (9.651,180) (10.907.273) (11,874.536) (10,958.838)
Total Secured 81,015,910 | 228,365,360 241,857,976 265,678,354 286,749,537 309,612,295 357,240,303 424,014,473 459,147,817
Unsecured
Land 0 2,431 7,511 7,439 2,672 2,721 51,612 0 5,500
Improvements 0 3,231,148 2,887,836 3,390,588 3,127,655 3,169,280 3,124,445 3,770,543 4,215,221
Personal Property 0 3,367,832 3,874,860 3,442,384 3,763,848 3,281,505 3,261,654 3,002,531 3,636,586
Exemptions Q Q 0 Q 0 0 Q (44,022 (42,392)
Total Unsecured 0 6,601,411 6,770,207 6,840,411 6,894,175 6,453,506 6,437,711 6,729,052 7,814,915
GRAND TOTAL 81,015,910 | 234,966,771 248,628,183 272,518,765 293,643.71 16,065.801 363,678,014 430,743,525 466,962,732
incremental Value 153,950,861 167,612,273 191,502,855 212,627,802 235,049,891 282,662,104 349,727,615 385,046,822
Percentage Changes:ll Incremental Value 11.16% 8.87% 14.25% 11.03% 10.55% 20.26% 23.73% 10.36%
Secured Value 6.84% 5.91% 9.85% 7.93% 7.97% 15.38% 18.69% 8.29%
Unsecured Value 14.22% 2.56% 1.04% 0.79% -6.39% -0.24% 4.53% 16.14%

(1) Source: County of Contra Costa.
(2) Secured values include state assessed non-unitary utility property.

Bond Services/Tax Allocation Bonds/Oakley 2007/Projection 4 - Subordination Change Final 4-24-08



Redevelopment Agency of the City of Oakley

Oakley Redevelopment Project Area (Original)
TOP TEN TAXABLE PROPERTY OWNERS

Fiscal Year 2007-08
Table 4

1. Cypress Square S&R Associates
2. HPH Properties Limited Partnership
3. Lucky No. California Investor LLC
4. Western Qilfields Supply Company
5. Simon Oakley Town Center LLC
6. Shurgard California Properties
7. WEC98DLLC
8. SFP B Limited Partnership
9. Conoco Land Company
10. Farah Wells Ventures LLC
Totals:
Total Assessed Values:

Incremental Assessed Value:

Secured Unsecured Total

Assessed Value Parcels  Percentage Assessed Value Parcels Percentage Assessed Value Percentage
$16,561,907 1 3.61% $0 0 0.00% $16,561,907 3.55%
$8,552,268 2 1.86% $0 0 0.00% $8,552,268 1.83%
$8,361,536 1 1.82% $0 0 0.00% $8,361,536 1.79%
$8,243,763 2 1.80% $0 0 0.00% $8,243,763 1.77%
$7,640,691 4 1.66% $0 0 0.00% $7,640,691 1.64%
$6,737,473 1 147% $0 0 0.00% $6,737.473 1.44%
$5,108,109 1 1.11% $0 0 0.00% $5,108,109 1.09%
$4,137,344 3 0.90% $0 0 0.00% $4,137,344 0.89%
$3,713,782 3 0.81% $0 0 0.00% $3,713,782 0.80%
$3,012,153 1 0.66% $0 0 0.00% $3.012,153 0.65%

$72,069,026 19 $0 0 $72,069,026
$459,147.817 15.70% $7,814,915 0.00% $466,962,732 15.43%
$378,131,907 19.06% $7,814,915 0.00% $385,046,822 18.67%

Bond Services/Tax Allocation Bonds/OQakley 2007/Projection 4 - Subordination Change Final 4-24-08
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Land Use Code
Commercial
Industrial
Commercial Shopping Center
Light Industrial
Commercial Shopping Center
Seft Storage
Commercial
Commercial
Dry Farm

Vacant Land - Commercial



Oakley Redevelopment Agency
Oakley Redevelopment Project Area (Original)

New Development

04/24/08

Table 5

lOOO's omitted
SqgFt/ Total Less Total Value

REAL Units Value Value Existing Added
0 $0 0 0 0
0 $0 0 0 0
0 $0 0 0 0
0 $0 0 0 0
Transferred Parcels After 1/1/2007 26 Lump Sum 10,064,500  (6.077.000) 3,988
Total Real Property 10,064,500 (6,077,000) 3,988

Bond Services/Tax Allocation Bonds/Oakley 2007/Projection 4 - Subordination Change Final 4-24-08

1]
3

2008-09 2009-10 2010-11

0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 3,988 0 0
3,088 0 0]




Redevelopment Agency of the City of Oakley

Oakley Redevelopment Project Area (Amendment Area)
Projection of Incremental Taxable Value & Tax Increment Revenue

(000's Omitted) 04/24/08
Table 1
Taxable Values (1) 2007-08 2008-09 2009-10 2010-11 201112 2012-13 201314 2014-15 2015-16 2016-17
Real Property (2) 18,996 19,376 19,764 20,159 20,562 20,974 21,393 21,821 22,257 22,702
Personal Property (3) 16,855 16,855 16,855 16,855 16,855 16,855 16,855 16,855 16,855 16.855
Total Projected Value 35,851 36,231 36,618 37,014 37,417 37,828 38,248 38,675 39,112 39,557
Taxable Value over Base 21,551 14,300 14,680 15,067 15,462 15,866 16,277 16,696 17,124 17,561 18,006
Gross Tax Increment Revenue (4) 145 148 152 156 160 164 168 173 177 181
Unitary Tax Revenue 0 0 0 0 0 0 0 0 0 9
Gross Revenues 145 149 153 156 160 164 169 173 177 181
LESS:
SB 2557 Admin. Fee (5) (1) ) 1) N (1) ) 2) @ (2) 2
Housing Set Aside Requirement (6) 29) (30} (610 (31) (32 (33) {34 (35) {35) (36}
Tax Revenues 115 118 121 124 1217 130 133 137 140 144
Statutory Pass Throughs
Tier 1 (7) (29) (30) (31) (31) (32) (33) (34) (35) (35) (36)
Tier 2 (7) ) 0 0 0 0 0 (M M 2 3
Tier 3(7) 0 0 9 8 0 Q 0 0 0 [V
Net Tax Revenues 86 88 20 92 95 97 29 101 102 104

(1) Taxable values as reported by Contra Costa County.

(2) Real property consists of land and improvements. Real Property value is increased for inflation at 2% annually.

(3) Personal property is held constant at 2007-08 level.

(4) Projected Gross Tax Increment is based upon incremental taxable values factored against an assumed Project tax rate and adjusted for indebtedness approved by voters prior to 1988.
The future tax rate is assumed to decline to $1 per $100 of taxable assessed value after maturity of voter approved debt. The override tax rate levied by the Contra Costa Water District
on land value only is assumed to remain at 0.0039% through 2009-10 and is eliminated thereafter.

(5) County Administration charges are actual for 2007-08 and estimated for future years at 0.93% of Gross Revenue,

(6) Housing Set Aside calculated at 20% of Adjusted Gross Revenue. The Agency pays 14.59% of the annual debt service on it's 2003 Bonds from the Housing Set-Aside amount through 2028-29.

(7) Taxing Entities receive their shares of 25% of total tax increment revenue net of housing set aside. In addition, after year 10 Taxing Entities receive 21% of tax revenue on incremental
value above the year 10 value net of housing set aside. After year 30, Taxing Entities receive 14% of tax revenue on incremental value above the year 30 value net
of housing set aside. The City is considered a taxing entity and may opt to receive its share of the first tier of this tax sharing requirement. The City may not receive
any portion of the tier 2 and tier 3 tax sharing payments.

Bond Services/Tax Allocation Bonds/Oakley 2007/Projection 4 - Subordination Change Final 4-24-08



Redevelopment Agency of the City of Oakley
Oakley Redevelopment Project Area (Amendment Area)

PROJECTION OF INCREMENTAL VALUE AND TAX INCREMENT REVENUE

(000s Omitted)
Table 2

2007-08
2008-09
2009-10
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
10 2016-17
11 2017-18
12 2018-19
13 2019-20
14 2020-21
15 2021-22
16 2022-23
17 2023-24
18 2024-25
19  2025-26
20 2026-27
21 2027-28
22 2028-29
23 2029-30
24 2030-31
25 2031-32
26 2032-33
27 2033-34
28 2034-35
29 2035-36
30 2036-37
31 2037-38
32 2038-39
33 2039-40
34 2040-41
35 204142
36 2042-43
37 2043-44
38 2044-45
39 2045-46

ONOU R WN =

[le]

Total

Taxable Value

35,851
36,231
36,618
37,014
37,417
37,828
38,248
38,675
39,112
39,557
40,011
40,474
40,947
41,428
41,920
42,421
42,933
43,454
43,986
44,529
45,082
45,647
46,223
46,810
47,409
48,020
48,643
49,279
49,928
50,589
51,264
51,952
52,654
53,370
54,100
54,845
55,605
56,380
57,171

Taxable Value
Over Base

14,300
14,680
15,067
15,462
15,866
16,277
16,696
17,124
17,561
18,006
18,460
18,923
19,395
19,877
20,369
20,870
21,381
21,903
22,435
22,978
23,531
24,096
24,671
25,259
25,858
26,469
27,092
27,728
28,377
29,038
29,713
30,401
31,103
31,819
32,549
33,294
34,054
34,829
35,619

Gross Tax
Revenue
145
149
153
156
160
164
169
173
177
181
186
190
195
199
204
209
214
219
224
230
235
241
247
253
259
265
271
277
284
290
297
304
311
318
325
333
341
348
356

9,253

Housing

Set-Aside

(29)
(30)
(31)
(31)
(32)
(33)
(34)
(35)
(35)
(36)
(37)
(38)
(39)
(40)
@1)
(42)
43)
(44)
(45)
(46)
(47)
(48)
(49)
(51)
(52)
(53)
(54)
(55)
(57)
(58)
(59)
(61)
(62)
(64)
(65)
(67)
(69)
(70)
71

(1,851)
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SB 2557
Charge
(1)
(M
(1)
Q)]
{1}
(2)
2}
(2)
(2)
2)
2)
2)
2)
2)
2)
(2)
(2)
(2)
@)
(2)
(2)
2)
(2}
(2)
@)
2)
(3)
(3)
(3)
(3)
(3)
(3)
(3)
3)
(3
3)
3
(3)
3)

(86)

Tax

Revenues

115
118
121
124
127
130
133
137
140
144
147
150
154
158
161
165
169
173
177
182
186
191
195
200
204
209
214
219
224
230
235
240
246
252
257
263
269
275
282

7,317

Statutory Pass-Throughs

Tier1

CR
(62)
(64)
(65)
(67)
(68)
(70)
{n

(1,851)

=
D
]
N

OO0 OO

e, g,
O N~

oo,
O B B
et st it

(6)
)
(8)
©
©)
(10)
(11
(12)
(13)
(14)
(15)
(16)
a7
(18)
(19)
(20)
(21)
(23)
(24)
(25)
(26)
(27)
(29)
(30)
@1
{(32)

(495)

]
D
®
[R)

[=NeleNelNeNeNo oo NoNo N No oo RoBo Be NoBo Ho el oNoNoNo

o, o, o,
B B e e
N ot et et

4)
(5)

(10)

(69)

04/24/08

Net Tax

Revenues

86
88
90
92
95
97
99
101
102
104
106
108
110
112
114
116
118
120
122
124
127
129
132
134
137
139
141
143
145
147
149
151
154
156
158
160
163
165
168

4,902



Redevelopment Agency of the City of Oakley

Oakley Redevelopment Project Area (Amendment Area)
HISTORICAL VALUES (1)

Table 3
Base Year
Secured (2) 2001-02 2003-04 2004-05 2005-06
Land 8,239,186 8,518,466 9,551,728 12,499,37
Impts 4:683,299 4,605,632 4,582,209 4 705,567
Pers Prop 0 115,730 203,168 122,070
Exemptions 0 (356,663) (363.321) (370.587)
Total Secured 12,922,485 12,883,165 13,973,784 16,956,420
Unsecured
Land 0 12,571 12,804 12,821
Impts 0 0] 1,257,533 1,297,002
Pers Prop 8,628,736 14,102,102 15,173,087 15,454,624
Exemptions 0 0 0 0
Total Unsecured 8,628,736 14,114,673 16,443,424 16,764,447
GRAND TOTAL 21,551,221 26,997,838 30,417,208 33.720.867
Incremental Value 5,446,617 8,865,987 12,169,646
Percentage Changes:|| Incremental Value 25.27% 62.78% 37.26%
Secured Value -0.30% 8.47% 21.34%
Unsecured Value 63.58% 16.50% 1.95%

(1) Source: County of Contra Costa.
(2) Secured values include state assessed non-unitary utility property.
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2006-07
12,838,496
4,925,748
80,790

(377.998)

17,467,036

7,143
1,322,749
16,730,649
0

18,060,541

35,527,577
13,976,356

14.85%
3.01%
7.73%

04/24/08

2007-08
13,022,070
4,947,863
45,355

(385,557)

17,629,731

7,286
1,404,768
16,809,171
0

18,221,225

35.850,956

14,299,735
2.31%
0.93%
0.89%



Redevelopment Agency of the City of Oakley

Oakley Redevelopment Project Area (Amendment Area)
TOP TEN TAXABLE PROPERTY OWNERS
Fiscal Year 2007-08

Table 4

10.

El Du Pont De Nemours & Company
Foundation Constructors inc.

Clyde Miles Development LLC
David A. Biron Corporation

Oxfoot Associates LLC

TAPJM

Margaret Louise Lauritzen Trust
Key Lease Corporation

Delta Family Bibie Church

Ramon & Maria N. Hernandez

Totals:

Total Assessed Values:

Incremental Assessed Value:

Bond Services/Tax Allocation Bonds/Oakley 2007/Projection 4 - Subordination Change Final 4-24-08

Secured Unsecured Total

Assessed Value Parcels  Percentage Assessed Value Parcels Percentage Assessed Value Percentage
$3,943,785 5 22.37% $117,589 2 0.65% $4,061,374 11.33%
$0 0 0.00% $3,454,088 1 18.96% $3,454,088 9.63%
$2,633,980 1 14.94% $0 0 0.00% $2,633,980 7.35%
$1,653,957 2 9.38% $612,500 1 3.36% $2,266,457 6.32%
$1,931,586 3 10.96% $0 0 0.00% $1,931,586 5.39%
$1,462,092 1 8.29% $0 0 0.00% $1,462,092 4.08%
$1,426,311 3 8.09% $11,765 3 0.06% $1,438,076 4.01%
$0 0 0.00% $1,066,384 2 5.85% $1,066,384 2.97%
$1,056,154 2 5.99% $0 0 0.00% $1,056,154 2.95%
$884,340 1 5.02% $0 0 0.00% $884,340 2.47%

$14,992,205 18 $5,262,326 9 $20,254,531
$17,629,731 85.04% $18,221,225 28.88% $35,850,956 56.50%
$4,707,246 318.49% $9,592,489 54.86% $14,299,735 141.64%

04/24/08

Use Code
Industrial
Unsecured
Irrigated Orchards/Crops
Commercial Boats Harbors/Unsecured
Industrial
Commercial
Commercial Boats Harbors/Unsecured
Unsecured
Dry Farm/Rurat Residential

Dry Farm/Rural Residential



Oakley Redevelopment Agency

Redevelopment Amendment Area 04/24/08
New Development
Table 5
|000's omitted
SqFt/ Total Less Total Value
REAL Units Value Value Existing Added Start Complete 2007-08 2008-09 2009-10 2010-11
0 $0 0 0 0 0 0 0 0
0 $0 0 0 0 0 0 0 0
0 - %0 0 0 0 0 0 0 0
0 $0 0 0 0 0 0 0 0
Transferred Parcels After 1/1/2007 0  Lump Sum 0 0 0 0 0 0 0

o
(—]
(-]
(-]
o
(-}
(-1
L

Total Real Property
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APPENDIX F
FORM OF CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement, dated as of May 1, 2008 (the “Disclosure
Agreement”) is executed and delivered by the Oakley Redevelopment Agency (the “Agency”)
and NBS Government Financing Group (the “Dissemination Agent’), in connection with the
issuance by the Agency of its $ aggregate principal amount of Tax Allocation Bonds,
Series 2008A (Oakley Redevelopment Project Area) (the “Bonds”). The Bonds are issued
pursuant to a Trust Indenture, dated as of May 1, 2008 (the “Indenture”), between the Agency
and Wells Fargo Bank, National Association (the “Trustee”). The proceeds of the Bonds are
being used by the Agency to provide funds to finance redevelopment activity within the Oakley
Redevelopment Project Area. In connection therewith, the Agency covenants and agrees as
follows:

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

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

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

“Disclosure Representative” shall mean the Executive Director of the Agency or
his or her designee, or such other officer or employee as the Agency shall designate in writing
and which has filed with the Dissemination Agent a written acceptance of such designation.

“Dissemination Agent” shall mean the Dissemination Agent, acting in its capacity
as Dissemination Agent hereunder, or any successor Dissemination Agent designated in writing
by the Agency and which has filed with the Agency and the Dissemination Agent a written
acceptance of such designation.

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

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

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

“Official Statement”™ means the Official Statement, dated , 2008,
relating to the Bonds.

“Participating Underwriter” shall mean any of the original Underwriters of the
Bonds required to comply with the Rule in connection with offering of the Bonds.

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

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

Section 3. Provision of Annual Reports.

(a) The Agency shall, or upon written direction shall cause the Dissemination
Agent to, not later than 270 days after the end of the Agency’s fiscal year (which currently ends
June 30th), commencing with the report for the [2007/08] Fiscal Year, provide to each
Repository an Annual Report which is consistent with the requirements of Section 4 of this
Disclosure Agreement. Not later than five (5) Business Days prior to said date, the Agency shall
provide the Annual Report to the Dissemination Agent (if other than the Agency). The Annual
Report may be submitted as a single document or as separate documents comprising a
package, and may include by reference other information as provided in Section 4 of this
Disclosure Agreement; provided that the audited financial statements of the Agency may be
submitted separately from the balance of the Annual Report, and later than the date required
above for the filing of the Annual Report if not available by that date. If the Agency’s fiscal year
changes, it shall give notice of such change in the same manner as for a Listed Event under
Section 5(c). The Agency 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 certification of the Agency and shall have no duty or obligation to review such Annual
Report.

(b) If the Agency is unable to provide to the Repositories an Annual Report
by the date required in subsection (a), the Agency shall send a notice to the Municipal
Securities Rulemaking Board and any appropriate State Repository in substantially the form
attached as Exhibit A.

(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) if the Dissemination Agent is other than the Agency, and such
information is available to it, file a report with the Agency certifying that the Annual Report has
been provided pursuant to this Disclosure Agreement, stating the date it was provided and
listing all the Repositories to which it was provided.

(d) Any filing under this Disclosure Agreement may be made solely by
transmitting such filing to the Texas Municipal Advisory Council (“MAC”) as provided at
www.disclosureusa.org, unless the United States Securities and Exchange Commission (“SEC”)
has withdrawn the interpretative advice in its letter to the MAC dated September 7, 2004, or
such other central post office approved by the SEC.
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Section 4. Content of Annual Reports. The Agency’s Annual Report shall
contain or incorporate by reference the following:

(a) Audited Financial Statements prepared in accordance with generally
accepted accounting principles as promulgated to apply to governmental entities from time to
time by the Governmental Accounting Standards Board. If the Agency’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) For Annual Reports, the following information contained in the final
Official Statement shall be revised to reflect the prior fiscal year' actual results: (a) assessed
values of the Project Area as set forth in Table 2 of the Official Statement captioned “TOTAL
ASSESSED VALUATION;” (b) list of top ten largest local secured property taxpayers within the
Project Area; (c) calculation of the coverage ratio for such fiscal year, including any Parity Debt,
calculated in the same manner as provided in Table 8 of the Official Statement; and (d) a
description of outstanding indebtedness payable from Tax Revenues issued during such fiscal
year.

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

Section 5. Reporting of Significant Events.

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

(1) Principal and interest payment delinquencies.
(2) Non-payment related defaults.
(3) Unscheduled draws on debt service reserves reflecting financial

difficulties.

(4) Unscheduled draws on credit enhancements reflecting financial
difficulties.

(5) Substitution of credit or liquidity providers, or their failure to
perform.

(6) Adverse tax opinions or events affecting the tax-exempt status of
the security.

(7) Modifications to rights of security holders.

(8) Contingent or unscheduled bond calls.

(9) Defeasances.

(10) Release, substitution, or sale of property securing repayment of
the securities.

(11)  Rating changes.

(b) The Dissemination Agent shall, promptly after obtaining actual knowledge
of the occurrence of any of the Listed Events, contact the Disclosure Representative of the
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Agency, inform such person of the event, and request that the Agency promptly notify the
Dissemination Agent in writing whether or not to report the event. For purposes of the
Disclosure Agreement, “actual knowledge” of the occurrence of such Listed Events shall mean
actual knowledge by a responsible officer at the corporate trust office of the Dissemination
Agent with regular responsibility for providing Dissemination Agent services for the Bonds.
Whenever the Agency obtains knowledge of the occurrence of a Listed Event, the Agency shall,
within five (5) Business Days, determine if such event would be material under applicable
Federal securities law.

(c) If the Agency determines that knowledge of the occurrence of a Listed
Event would be material under applicable Federal securities law, the Agency shall promptly file
a notice of such occurrence with the Municipal Securities Rulemaking Board and each State
Repository, if any. Notwithstanding the foregoing, notice of Listed Events described in
subsections (a)(8) and (9) need not be given under this subsection any earlier than the notice (if
any) of the underlying event is given to holders of affected Bonds pursuant to the Indenture.

(d) If the Dissemination Agent has been instructed by the Agency to report
the occurrence of a Listed Event, the Dissemination Agent shall file a notice of such occurrence
with the Municipal Securities Rulemaking Board and each State Repository with a copy to the
Agency. Notwithstanding the foregoing notice of Listed Events described in subsections (a)(8)
and (9) need not be given under this subsection any earlier than the notice (if any) of the
underlying event is given to the holders of affected Bonds pursuant to the Indenture.

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

Section 7. Dissemination Agent. The Agency 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 initial Dissemination Agent shall be NBS Government
Financing Group. The Dissemination Agent may resign as Dissemination Agent by providing
thirty days written notice to the Agency and the Dissemination Agent. The Dissemination Agent
shall not be responsible for the content of any report or notice prepared by the Agency. The
Dissemination Agent shall have no duty to prepare any information report nor shall the
Dissemination Agent be responsible for filing any report not provided to it by the Agency in a
timely manner and in a form suitable for filing.

Section 8. Amendment; Waiver. Notwithstanding any other provision of this
Disclosure Agreement, the Agency may amend this Disclosure Agreement, and any provision of
this Disclosure Agreement may be waived (provided no amendment that modifies or increases
its duties or obligations of the Dissemination Agent shall be effective without the consent of the
Dissemination Agent), provided that the following conditions are satisfied:

(a) if the amendment or waiver relates to the provisions of Sections 3(a), 4 or
5(a), it may only be made in connection with a change in circumstances that arises from a
change in legal requirements, change in law, or change in the identity, nature, or status of an
obligated person with respect to the Bonds, or type of business conducted;
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(b) the undertakings herein, as proposed to be amended or waived, would, in the
opinion of nationally recognized bond counsel, have complied with the requirements of the Rule
at the time of the primary offering of the Bonds, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and

(c) the proposed amendment or waiver either (i) is approved by holders of the
Bonds in the manner provided in the Indenture for amendments to the Indenture with the
consent of holders, or (ii) does not, in the opinion of nationally recognized bond counsel,
materially impair the interests of the holders or beneficial owners of the Bonds.

If the annual financial information or operating data to be provided in the Annual
Report is amended pursuant to the provisions hereof, the first annual financial information filed
pursuant hereto containing the amended operating data or financial information shall explain, in
narrative form, the reasons for the amendment and the impact of the change in the type of
operating data or financial information being provided.

If an amendment is made to the undertaking specifying the accounting principles
to be followed in preparing financial statements, the annual financial information for the year in
which the change is made shall present a comparison between the financial statements or
information prepared on the basis of the new accounting principles and those prepared on the
basis of the former accounting principles. The comparison shall include a qualitative discussion
of the differences in the accounting principles and the impact of the change in the accounting
principles on the presentation of the financial information, in order to provide information to
investors to enable them to evaluate the ability of the Agency to meet its obligations. To the
extent reasonably feasible, the comparison shall be quantitative. A notice of the change in the
accounting principles shall be sent to the Repositories in the same manner as for a Listed Event
under Section 5(c).

Section 9. Additional Information. Nothing in this Disclosure Agreement shall
be deemed to prevent the Agency 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 Agency chooses to
include any information in any Annual Report or notice of occurrence of a Listed Event in
addition to that which is specifically required by this Disclosure Agreement, the Agency shall
have no obligation under this 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 Agency to comply with any
provision of this Disclosure Agreement, any Participating Underwriter or any holder or beneficial
owner of the Bonds may take such actions as may be necessary and appropriate, including
seeking mandate or specific performance by court order, to cause the Agency 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 Indenture, and the sole remedy under this
Disclosure Agreement in the event of any failure of the Agency to comply with this Disclosure
Agreement shall be an action to compel performance.

Section 11. Duties, Immunities and Liabilities of Dissemination Agent. The
Dissemination Agent shall have only such duties as are specifically set forth in this Disclosure
Agreement, and the Agency agrees to indemnify and save the Dissemination Agent, its officers,
directors, employees and agents, harmless against any loss, expense and liabilities which it
may incur arising out of or in the exercise or performance of its powers and duties hereunder,
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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 Agency for its
services provided hereunder in accordance with its schedule of fees as amended from time to
time and shall be reimbursed for all expenses, legal fees and advances made or incurred by the
Dissemination Agent in the performance of its duties hereunder. The Dissemination Agent
shall have no duty or obligation to review any information provided to it hereunder and shall not
be deemed to be acting in any fiduciary capacity for the Agency, the Bond holders, or any other
party. Other than in the case of negligence or willful misconduct of the Dissemination Agent,
the Dissemination Agent shall not have any liability to the Bondholders or any other party for
any monetary damages or financial liability of any kind whatsoever related to or arising from any
breach of any obligation of the Dissemination Agent. The obligations of the Agency under this
Section shall survive resignation or removal of the Dissemination Agent and payment of the
Bonds.

Section 12. Beneficiaries. This Disclosure Agreement shall inure solely to the
benefit of the Agency, the Dissemination Agent, the Participating Underwriter and holders and
beneficial owners from time to time of the Bonds, and shall create no rights in any other person
or entity.

OAKLEY REDEVELOPMENT AGENCY

By:

Executive Director

NBS GOVERNMENT FINANCING GROUP, as
Dissemination Agent

By:

Authorized Officer

F-6



EXHIBIT A

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

Name of Issuer: Oakley Redevelopment Agency

Name of Bond Issue: Tax Allocation Bonds, Series 2008A (Oakley Redevelopment Project
Area)

Date of Issuance: , 2008

NOTICE IS HEREBY GIVEN that the Oakley Redevelopment Agency (the
“Agency”) has not provided an Annual Report with respect to the above-named Bonds as
required by the Continuing Disclosure Agreement dated as of May 1, 2008, between the Agency
and NBS Government Financing Group. The Agency anticipates that the Annual Report will be

filed by .

Dated:
NBS GOVERNMENT FINANCING GROUP, as
Dissemination Agent
By:

cc: Agency
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APPENDIX G

BOOK-ENTRY PROVISIONS

The information concerning DTC set forth herein has been supplied by DTC, and the
Agency assumes no responsibility for the accuracy thereof.

Unless a successor securities depository is designated pursuant to the Indenture, DTC
will act as Securities Depository for the Bonds. The Bonds will be issued as fully-registered
securities, registered in the name of Cede & Co., DTC’s partnership nominee, or such other
name as may be requested by an authorized representative of DTC. One fully-registered Bond
will be issued for each maturity of the Bonds, each in the aggregate principal amount of such
maturity, and will be deposited with DTC.

DTC and Its Participants. DTC, the world’s largest securities 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 corporation” 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 issues, corporate and municipal debt issues, and money market
instruments from over 100 countries that DTC's participants (“Direct Participants”) deposit with
DTC. DTC also facilitates the post-trade settiement among Direct Participants of sales and
other securities transactions in deposited securities, through electronic computerized book-entry
transfer 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 and
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 of “AAA.” The DTC Rules applicable to its Participants are
on file with the Securities Exchange Commission. More information about DTC can be found at
www.dtcc.com and www.dtc.org.

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

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

Notices and Other Communications. 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. THE DISTRICT AND THE TRUSTEE WILL NOT HAVE ANY
RESPONSIBILITY OR OBLIGATION TO SUCH DTC PARTICIPANTS OR THE PERSONS
FOR WHOM THEY ACT AS NOMINEES WITH RESPECT TO THE BONDS.

Redemption notices shall be sent to DTC. If less than all of the Bonds within an issue
are being prepaid, DTC'’s practice is to determine by lot the amount of the interest of each Direct
Participant in such issue to be prepaid.

Voting Rights. Neither DTC nor Cede & Co. will consent or vote with respect to the
Bonds unless authorized by a Direct Participant in accordance with DTC’s procedures. Under
its usual procedures, DTC mails an Omnibus Proxy to an 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 Bonds are credited on the record date (identified in a
listing attached to the Omnibus Proxy).

Redemption Proceeds. Payments of principal and interest with respect to the Bonds
will be made to Cede & Co., or such other nominee as may be requested by an authorized
representative of DTC. DTC’s practice is to credit Direct Participants’ accounts on interest
payment dates in accordance with their respective holdings shown on DTC’s records unless
DTC has reason to believe that it will not receive payment on the interest payment date.
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, the Trustee, or the Agency, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of redemption proceeds, principal
and interest to Cede & Co., or such other nominee as may be requested by an authorized
representative of DTC is the responsibility of the Trustee, disbursement of such payments to
Direct Participants will be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners will be the responsibility of Direct and Indirect Participants.

THE TRUSTEE AND THE AGENCY SHALL NOT HAVE ANY RESPONSIBILITY OR
OBLIGATION TO ANY DTC PARTICIPANT, ANY BENEFICIAL OWNER OR ANY OTHER
PERSON CLAIMING A BENEFICIAL OWNERSHIP INTEREST IN THE BONDS UNDER OR
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THROUGH DTC OR ANY DTC PARTICIPANT, OR ANY OTHER PERSON WHICH IS NOT
SHOWN ON THE REGISTRATION BOOKS OF THE TRUSTEE AS BEING AN OWNER OF
BONDS, WITH RESPECT TO THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC
OR ANY DTC PARTICIPANT; THE PAYMENT BY DTC OR ANY DTC PARTICIPANT OF ANY
AMOUNT IN RESPECT OF THE PRINCIPAL OF, AND PREMIUM, IF ANY, OR INTEREST
WITH RESPECT TO THE BONDS; ANY NOTICE WHICH IS PERMITTED OR REQUIRED TO
BE GIVEN TO OWNER OF THE BONDS UNDER THE INDENTURE; THE SELECTION BY
DTC OR ANY DIRECT OR INDIRECT PARTICIPANT OF ANY PERSON TO RECEIVE
PAYMENT IN THE EVENT OF A PARTIAL REDEMPTION OF THE BONDS; ANY CONSENT
OR OTHER ACTION TAKEN BY DTC AS OWNER OF THE BONDS; OR ANY OTHER
PROCEDURES OR OBLIGATIONS OF DTC UNDER THE BOOK-ENTRY SYSTEM.

SO LONG AS CEDE & CO. IS THE REGISTERED OWNER OF THE BONDS, AS
NOMINEE OF DTC, REFERENCES HEREIN TO THE REGISTERED OWNERS OF THE
BONDS SHALL MEAN CEDE & CO., AS AFORESAID, AND SHALL NOT MEAN THE
BENEFICIAL OWNERS OF THE BONDS (EXCEPT FOR THE MATTERS UNDER THE
CAPTION “TAX MATTERS” HEREIN)

The foregoing description of the procedures and record keeping with respect to
beneficial ownership interests in the Bonds, payment of principal and interest with respect to the
Bonds to DTC Participants or Beneficial Owners, confirmation and transfer of beneficial owner
interest in such Bonds and other related transactions by and between DTC, the DTC
Participants and the Beneficial Owner 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.

Discontinuance of Book-Entry System. DTC may discontinue providing its services
as securities depository with respect to the Bonds at any time by giving reasonable notice to the
Agency or the Trustee. Under such circumstances, in the event that a successor securities
depository is not obtained, Bonds are required to be printed and delivered as described in the

Indenture.

The Agency may decide to discontinue use of the system of book-entry only transfers
through DTC (or a successor securities depository). In that event, Bonds will be printed and
delivered as described in the Indenture.
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AMbaG Ambac¢ Assurance Corporation

One Seare Sereet Plaza, 15th Floor
New York, New York 10004

Financial Guaranty Insurance Policy Telephone: (212) 668-0340
Obligor: Policy Number:
Obligations: Preminm:

Ambac Assurance Corporation (Ambac), a Wisconsin stock insurance corporation, in consideration of the payment of the
premium and subject to the terms of this Policy, hereby agrees ro pay to The Bank of New York, as trustee, or itgSoxcessor (the

“Insurance Trustee™, for the benefir of the Holders, that portion of the principal of and interest on the above-describyd okligarions
{the “Obligations”) which shall become Due for Payment but shall be unpaid by reason of Nmpaymenc

Ambac will make such payments ro the Insurance Trustes within one (1) business day following w
Nonpayment. Upon a Holder's presentation and surrender to the Insurance Trustee of such unpgid Of
uncaaceled and in bearer form and free of any adver&e Llazm Ehf Insurance ‘I‘r&stee will g

In cases where the Obligations are issued in registered form, the Tnsurance Trustdg
presentation and surrender 1o the Insurance Trustee of the unpaid Obligatiyn, undan
with an insteument of assignment, in form satigfacrory to Ambac andStheNaswrance
Holder’s duly authorized representative, 50.a5 to permit ownershigss N , ,
pominet. The Insurance Trustee shall disburse inrerest to « R el ObNgation only upon presentation ro the
Insurance Trustee of proof thar the ¢laimant is the person-engitle mene sl Mrekestwh the Obligation and delivery o the

rse claim, together
by the Holder or such

Instrance Trustee of an instrument of assignment, j e : 5 he’ Insurance Trustee, doly execuced by the
Holder or such Holder’s duly authorized repres:: tat ). hac H! rights under such Obligation to receive the
interest in respect of which the insurance - be subrogated to all of the Holders™ righes o
payment-on reg,;s:erzd Obligations to ¢

as-notice that any payment of principal of or interest on an
Je v a Holder by oron bebalf of the Obligor has beett deemed a
e-pursuancto the United Stares Bapkruprey Code in accordance wich

7 nsdmtmm such Flolder will be entitled 1o payment from Ambac to the exrent

person other than (1) the Obliger or (livaoy person whose obligations constirure ehe
F paymen the Obligations who, at the time of Nonpayment, isthe vwner of an Obligation ot of

igation, Asused herein, "Due for Payment”, when referring to the principal of Gbhigations, is when
datg or mandatory redemption date far the appkiutiun of & rcquircd .iﬁking ﬁmd msmiim?m haﬁ been

. eg the scheduied dcu:e for payment of interest has been reached. As usccl hm}m, Nonpm; ment” means the failure
ot o Have provided sufficient funds to the rrustee or paying agent for payment in full of all principal of and interest
bas which are Due for Payment.

of r:he

This Policy is noncancelable. The premium on this Policy is not refundable for any reason, including payment of the Obligations
prior o marurity. This Policy does nor insure against loss of any prepayment or other accelerarion payment which stany time
may become due in respect of any Obligarion, other than at the sole option of Ambac, noragainst any risk other than Nonpayment,

In wirness whereof, Atbac has caused this Policy to be affixed with g facsimile of it corporate seal and 1o be signed by irs duly
authorized officers in facsimile to become effective as 1ts original seal and signarures and binding upon Ambac by virtue of the
cnuamrsxanatgre{pf its duly authorized representative.
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Effective Date: \\:;"“':.."’ Authorized Representative
THE BANK OF NEW YORK acknowledges that it has agreed \7) APk
to-perforen the duties of Insurance Trustee under this Policy. M /
Form No... ZB-0012(1/01) Anchoniged Officer of Insnrasce Truseee
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Ambac Assurance Corporation

bac One State Street Plaza, 15th Floor
New York, New York 10004
Telephone: {212) 668-0340

Endorsement

Policy for: Attached to and forming part of Policy No.:

Effective Date of Endorseme;

In the event that Ambac Assurance Corporatiog
under the Policy would be excluded from covera

Association, established pursuantto 4

e Shall be held'to vary, alter, waive or extend any of the terms, conditions, provisions, agreements
= mentioned Policy other than as above stated.

eof, Ambac has caused this Endorsement to be affixed with a facsimile of its corporate seal and to
authorized officers in facsimile to become effective as its otiginal seal and signatures and binding
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o ..0' Secretary

Anthorized Representative

Form No.: 2R-0004 (387}
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