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Office of the City Manager
ACTION CALENDAR

December 11, 2007

To: ,ﬁlL,f Honorable Mayor and Members of the City Council
From: |  Phil Kamlarz, City Manager

Submitted by: Robert Hicks, Director, Finance

Subject: Authorizing the Issuance of $7,200,000 in General Obligation Bonds for the
Measure I-Animal Shelter Project

RECOMMENDATION

Adopt a Resolution authorizing the issuance of $7,200,000 aggregate principal amount
of general obligation bonds, series 2008 (Measure I-Animal Shelter Project), and
authorizing actions related hereto.

FISCAL IMPACTS OF RECOMMENDATION

Authorization of the resolution will provide the City with approximately $7,200,000 in
proceeds for the animal shelter improvements. Debt service on the general obligation
bonds will be paid from ad valorem taxes collected on all taxable assessed value
located in the City. It is anticipated that the first tax will be implemented with the FY
2009 tax roll, and the first bill should be received by property owners in October or
November of 2008.

The City originally planned on issuing the bonds in 2003 and having the tax collected
starting with the FY 2004 tax rolls. The first tax rate was anticipated to be
approximately $6.50 per $100,000 of assessed value. Given the delay in issuing the
bonds and the growth in assessed value, it is anticipated that the FY 2009 tax rate will
be approximately $4.00 per $100,000.

There will be no fiscal impact to the City's general fund from the issuance of the general
obligation bonds.

CURRENT SITUATION AND ITS EFFECTS

Staff anticipates bringing the project specifications to the City Council in January 2008.
Approval of the Resolution will begin the financing, rating and bond sale preparation
process.

BACKGROUND
In November 2002, the residents of Berkeley voted for and approved Ballot Measure |,
in the sum of $7,200,000 of General Obligation Bonds to acquire property, if necessary,
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and to construct or rehabilitate a building for an animal shelter that meets the
requirements of state law.

RATIONALE FOR RECOMMENDATION

The value of the original bond authorization has been reduced as construction costs
and inflation have increased since 2002. Issuance of the bonds now will allow the City
to have the funds available in early 2008 and allow for the project to begin shortly
thereafter.

ALTERNATIVE ACTIONS CONSIDERED
Do not approve the Resolution and delay the animal shelter improvements.

CONTACT PERSON
Robert Hicks, Director, Finance Department, 510-981-7339
Jim Hynes, Assistant to the City Manager 510-981-2493

Attachments:
1: Resolution
Exhibit A—Form of Bond
Exhibit B—Form of Notice of Sale
Exhibit C—Form of Notice of Intention
2: Draft Preliminary Official Statement

Page 2



CITY OF BERKELEY

RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF BERKELEY
AUTHORIZING THE ISSUANCE OF $7,200,000 AGGREGATE
PRINCIPAL AMOUNT OF GENERAL OBLIGATION BONDS, SERIES
2008 (MEASURE |—ANIMAL SHELTER PROJECT), AND
AUTHORIZING ACTIONS RELATED THERETO

Adopted December 11, 2007
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RESOLUTION NO.

AUTHORIZING THE ISSUANCE OF $7,200,000 AGGREGATE PRINCIPAL AMOUNT
OF GENERAL OBLIGATION BONDS, SERIES 2008 (MEASURE +ANIMAL SHELTER
PROJECT), AND AUTHORIZING ACTIONS RELATED THERETO

WHEREAS, pursuant to Chapter 4 (commencing with Section 43600) of Division 4 of
Title 4 of the California Government Code (the “Act), the City is empowered to issue
general obligation bonds which are authorized by two-thirds of the electors voting on the
proposition; and

WHEREAS, more than two-thirds of the electors voting at a general municipal election
held in the City on November 5, 2002, approved a proposition authorizing the issuance
by the City of general obligation bonds in the aggregate principal amount of $7,200,000,
to finance a new Animal Shelter to replace the existing shelter at the same location, at
2013 Second Street, in the City of Berkeley (the “Project); and

WHEREAS, the City now intends to authorize the issuance and sale of general
obligation bonds pursuant to such authority in an aggregate principal amount of
$7,200,000 (the “Bonds”) pursuant to this Resolution and in conformity with the Act; and

WHEREAS, the a preliminary official statement containing information material to the
offering and sale of the Bonds described below (the “Preliminary Official Statement) and
a notice of sale (the “Official Notice of Sal€’) relating to the sale of the Bonds have been
prepared and have been filed with the City Clerk.

NOW, THEREFORE, BE IT RESOLVED, by the City Council of the City of Berkeley as
follows:



ARTICLE |

DEFINITIONS; AUTHORITY

Section 1.01. Definitions. The terms defined in this Section 1.01, as used and
capitalized herein, shall, for all purposes of this Resolution, have the meanings ascribed
to them below, unless the context clearly requires some other meaning.

‘Act means Chapter 4 of Division 4 of Title 4 of the California Government Code, as is in
effect on the date of adoption hereof and as amended hereafter.

‘Authorized Investments’ means any investments permitted by law to be made with
moneys belonging to, or in the custody of, the City, as limited by the City's investment
policy, as set forth in applicable law, but only to the extent that the same are acquired at
Fair Market Value.

‘Bond Counsel’means (a) the firm of Quint & Thimmig LLP, or (b) any other 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.

‘Bonds’ means the $7,200,000 aggregate principal amount of City of Berkeley (Alameda
County, California) General Obligation Bonds, Series 2008 (Measure +Animal Shelter
Project), at any time Outstanding pursuant to this Resolution.

‘Bond Year’means the one-year period beginning on September 2 in each year and
ending on the next succeeding September 1; except that the first Bond Year shall begin
on the Closing Date and end on September 1, 2008.

‘City’ means the City of Berkeley, a charter city and municipal corporation organized
under the Constitution and laws of the State of California, and any successor thereto.

‘City Council’ means the City Council of the City.

‘City Representative’ means the Mayor, City Manager, Assistant City Manager, Director
of Finance, City Clerk or City Treasurer of the City or any other person authorized by
resolution of the City Council of the City to act on behalf of the City with respect to this
Resolution and the Bonds.

‘City Treasurer’ means the treasurer of the City or other duly appointed officer of the City
authorized by resolution of the City Council to perform the functions of the treasurer.

‘Closing Dateé’ means the date upon which there is a physical delivery of the Bonds in
exchange for the amount representing the purchase price of the bonds by the Original
Purchaser.

‘Codée’ means the Internal Revenue Code of 1986 as in effect on the date of issuance of
the Bonds or (except as otherwise referenced herein) as it may be amended to apply to
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obligations issued on the date of issuance of the Bonds, together with applicable
proposed, temporary and final regulations promulgated, and applicable official public
guidance published, under the Code.

‘Continuing Disclosure Certificate" shall mean that certain Continuing Disclosure
Certificate executed by the City and dated the date of issuance and delivery of the
Bonds, as originally executed and as it may be amended from time to time in
accordance with the terms thereof.

‘Costs of Issuance means all items of expense directly or indirectly payable by or
reimbursable to the City and related to the authorization, issuance, sale and delivery of
the Bonds, including but not limited to the costs of preparation and reproduction of
documents, printing expenses, filing and recording fees, initial fees and charges of the
Paying Agent, fees and disbursements of consultants and professionals, rating agency
fees, title insurance premiums, fees and charges for preparation, execution and
safekeeping of the Bonds and any other cost, charge or fee in connection with the
original issuance of the Bonds.

‘Costs of Issuance Fund'means the fund established and held by the Paying Agent
pursuant to Section 4.01.

‘Debt Service Account’' means the account within the City's General Fund established
pursuant to Section 4.02.

‘Fair Market Value’ means the price at which a willing buyer would purchase the
investment from a willing seller in a bona fide, arm’s length transaction (determined as of
the date the contract to purchase or sell the investment becomes binding) if the
investment is traded on an established securities market (within the meaning of section
1273 of the Code) and, otherwise, the term “Fair Market Value’ means the acquisition
price in a bona fide arm’s length transaction (as referenced above) if (i) the investment is
a certificate of deposit that is acquired in accordance with applicable regulations under
the Code, (ii) the investment is an agreement with specifically negotiated withdrawal or
reinvestment provisions and a specifically negotiated interest rate (for example, a
guaranteed investment contract, a forward supply contract or other investment
agreement) that is acquired in accordance with applicable regulations under the Code,
(iii) the investment is a United States Treasury Security-3ate and Local Government
Series that is acquired in accordance with applicable regulations of the United States
Bureau of Public Debt, or (iv) the investment is the Local Agency Investment Fund of
the State of California but only if at all times during which the investment is held its yield
is reasonably expected to be equal to or greater than the yield on a reasonably
comparable direct obligation of the United States.

‘Federal Securities’ means non-callable United States Treasury notes, bonds, bills or
certificates of indebtedness, or any other obligations the timely payment of which is
directly or indirectly guaranteed by the faith and credit of the United States of America.



“Information Services” means Financial Information, Inc.s“Daily Called Bond Service’, 30
Montgomery Street, 10th Floor, Jersey City, NJ 07302, Attention: Editor; Kenny
Information Services“Called Bond Service,” 65 Broadway, 16th Floor, New York, NY
10006; Mergent/FIS, Inc., 5250 77 Center Drive, Suite 150, Charlotte, NC 28217,
Attention: Municipal News Reports; S&P's‘Called Bond Record,” 55 Water Street, New
York, NY 10041; and, in accordance with then current guidelines of the Securities and
Exchange Commission, such other addresses and/or such other services providing
information with respect to called bonds as the City may designate.

‘Interest Payment Date’ means the first day of each March and September, commencing
September 1, 2008.

‘Original Purchaser’ means the original purchaser of the Bonds at public sale.

‘Outstanding,” when used as of any particular time with reference to Bonds, means all
Bonds except: (a) Bonds theretofore canceled by the Paying Agent or surrendered to
the Paying Agent for cancellation; (b) Bonds paid or deemed to have been paid within
the meaning of Section 9.02; and (c) Bonds in lieu of or in substitution for which other
Bonds shall have been authorized, executed, issued and delivered by the City pursuant
to this Resolution.

‘©Owner; whenever used herein with respect to a Bond, means the person in whose
name the ownership of such Bond is registered on the Registration Books.

‘Participating Underwriter" shall have the meaning ascribed thereto in the Continuing
Disclosure Certificate.

‘Paying Agent’ means the entity appointed by the City pursuant to Section 6.01 to act as
paying agent, registrar and authenticating agent for the Bonds, its successors and
assigns, and any other corporation or association which may at any time be substituted
in its place, as provided in Section 6.01.

‘Principal Officé’ means the office or offices of the Paying Agent for the payment of the
Bonds and the administration of its duties hereunder, as such office or offices shall be
identified in a written notice filed with the City by the Paying Agent.

‘Project Account’ means the account within the City's General Fund established pursuant
to Section 4.03.

‘Project’ means the reconstruction, renovation, repair and improvement of the Animal
Shelter facility.

‘Project Costs means (i) all costs of payment of, or reimbursement for, acquisition,
construction, installation and equipment of the Project including but not limited to
architect and engineering fees, contractor payments, costs of feasibility and other
reports, inspection costs, performance bond premiums and permit fees, provided that
any such costs are directly related to the acquisition or improvement of real property; (ii)



Costs of Issuance, and (iii) costs directly related to the administration of the funds and
accounts created under this Resolution.

‘Record Dat€’ means the fifteenth (15th) day of the month preceding an Interest Payment
Date, whether or not such day is a business day.

‘Redemption Account' means the account established pursuant to Section 4.05.

‘Registration Books’ means the records maintained by the Paying Agent for the
registration of ownership and registration of transfer of the Bonds pursuant to Section
2.08.

‘Resolutior’ means this Resolution, as originally adopted by the City Council and
including all amendments hereto and supplements hereof which are duly adopted by the
City Council from time to time in accordance herewith.

“Securities Depositories” means The Depository Trust Company, 55 Water Street, 50th
Floor, New York, NY 10041-0099; and, in accordance with then current guidelines of the
Securities and Exchange Commission, such other addresses and/or such other
securities depositories as the City may designate.

‘Supplemental Resolution’ means any resolution supplemental to or amendatory of this
Resolution, adopted by the City Council in accordance with Article VIII.

‘Written Request of the City’ means an instrument in writing signed by a City
Representative or by any other officer of the City duly authorized to act on behalf of the
City pursuant to a written certificate of a City Representative.

Section 1.02. Interpretation.

(a) Unless the context otherwise indicates, words expressed in the singular shall include
the plural and vice versa and the use of the neuter, masculine, or feminine gender is for
convenience only and shall be deemed to include the neuter, masculine or feminine
gender, as appropriate.

(b) Headings of articles and sections herein and the table of contents hereof are solely
for convenience of reference, do not constitute a part hereof and shall not affect the
meaning, construction or effect hereof.

(c) All references herein to “Articles;“Sections’and other subdivisions are to the
corresponding Articles, Sections or subdivisions of this Resolution; the words ‘herein;’
‘hereof,“hereby,“hereunder’ and other words of similar import refer to this Resolution as a
whole and not to any particular Article, Section or subdivision hereof.

Section 1.03. Authority for this Resolution; Findings. This Resolution is entered into
pursuant to the provisions of the Act. It is hereby certified that all of the things,
conditions and acts required to exist, to have happened or to have been performed




precedent to and in the issuance of the Bonds do exist, have happened or have been
performed in due and regular time and manner as required by the laws of the State of
California, and that the amount of the Bonds, together with all other indebtedness of the
City, does not exceed any limit prescribed by any laws of the State of California.



ARTICLE Il

THE BONDS

Section 2.01. Authorization. Bonds in the aggregate principal amount of seven million
two fifty thousand dollars ($7,200,000) are hereby authorized to be issued by the City
under and subject to the terms of the Act and this Resolution. This Resolution
constitutes a continuing agreement with the Owners of all of the Bonds issued or to be
issued hereunder and then Outstanding to secure the full and final payment of principal
of and premium, if any, and the interest on all Bonds which may from time to time be
executed and delivered hereunder, subject to the covenants, agreements, provisions
and conditions herein contained. The Bonds shall be designated the “City of Berkeley
(Alameda County, California) General Obligation Bonds, Series 2008 (Measure +Animal
Shelter Project)’”

Section 2.02. Terms of Bonds.

(a) Form; Numbering. The Bonds shall be issued as fully registered Bonds, without
coupons, in the denomination of $5,000 each or any integral multiple thereof, but in an
amount not to exceed the aggregate principal amount of Bonds maturing in the year of
maturity of the Bond for which the denomination is specified. Bonds shall be lettered
and numbered as the Paying Agent shall prescribe.

(b) Date of Bonds. The Bonds shall be dated as of the Closing Date.

(c) CUSIP ldentification Numbers. “CUSIP’ identification numbers shall be imprinted on
the Bonds, but such numbers shall not constitute a part of the contract evidenced by the
Bonds and any error or omission with respect thereto shall not constitute cause for
refusal of any purchaser to accept delivery of and pay for the Bonds. In addition, failure
on the part of the City to use such CUSIP numbers in any notice to Owners of the
Bonds shall not constitute an event of default or any violation of the City's contract with
such Owners and shall not impair the effectiveness of any such notice.

(d) Maturities; Interest. Subject to the creation of Term Bonds by the successful bidder
for the Bonds, as set forth in Section 2.03(b) below, the Bonds shall mature on
September 1 in each of the years and in the amounts, and shall bear interest
(calculated on the basis of a 360-day year comprised of twelve 30-day months) at the
rates determined upon the sale thereof, as follows:



Maturity Principal Maturity Principal

September 1 Amount September 1 Amount
2009 2024
2010 2025
2011 2026
2012 2027
2013 2028
2014 2029
2015 2030
2016 2031
2017 2032
2018 2033
2019 2034
2020 2035
2021 2036
2022 2037
2023

Each Bond shall bear interest from the Interest Payment Date next preceding the date
of authentication thereof unless (i) it is authenticated as of an Interest Payment Date, in
which event it shall bear interest from such date, or (ii) it is authenticated prior to an
Interest Payment Date and after the close of business on the preceding Record Date, in
which event it shall bear interest from such Interest Payment Date, or (iii) it is
authenticated on or before the first Record Date, in which event it shall bear interest
from the Closing Date; provided, however, that if at the time of authentication of a Bond,
interest is in default thereon, such Bond shall bear interest from the Interest Payment
Date to which interest has previously been paid or made available for payment thereon.

(e) Payment. Interest on the Bonds (including the final interest payment upon maturity
or redemption) is payable by check of the Paying Agent mailed to the Owner thereof at
such Owner's address as it appears on the Registration Books at the close of business
on the preceding Record Date; provided that at the written request of the owner of at
least $1,000,000 aggregate principal amount of the Bonds, which written request is on
file with the Paying Agent as of any Record Date, interest on such Bonds shall be paid
by wire transfer on the succeeding Interest Payment Date to an account in the United
States of America as shall be specified in such written request. Principal of and
premium (if any) on the Bonds is payable in lawful money of the United States of
America upon presentation and surrender at the Principal Office of the Paying Agent.

Section 2.03. Redemption.

(a) Redemption Dates and Prices. The Bonds maturing on or before September 1,
2016, shall not be subject to redemption prior to their respective stated maturities. The
Bonds maturing on or after September 1, 2017, shall be subject to redemption prior to
maturity, at the option of the City, from any available source of funds, in whole or in part
on any date, commencing on September 1, 2016, at a redemption price equal to the



principal amount thereof together with accrued interest thereon to the date fixed for
redemption, without premium.

(b) Mandatory Sinking Fund Redemption. In the event and to the extent specified in the
bid of the winning bidder for the Bonds, any maturity of Bonds shall be designated as
‘Term Bonds’ and shall be subject to mandatory sinking fund redemption on September 1
in each of the years set forth in such bid and in the respective principal amounts as set
forth in Section 2.02(d), at a redemption price equal to one hundred percent (100%) of
the principal amount thereof to be redeemed (without premium), together with interest
accrued thereon to the date fixed for redemption. If some but not all of such Term
Bonds have been redeemed pursuant to the preceding subsection (a) of this Section
2.03, the aggregate principal amount of such Term Bonds to be redeemed in each year
pursuant to this subsection (b) shall be reduced on a pro rata basis in integral multiples
of $5,000, as shall be designated pursuant to written notice filed by the City with the
Paying Agent.

(c) Redemption Procedure. The Paying Agent shall cause notice of any redemption to
be mailed, first class mail, postage prepaid, at least thirty (30) days but not more than
sixty (60) days prior to the date fixed for redemption, (i) to the Securities Depositories
and one or more of the Information Services, and (ii) to the respective Owners of any
Bonds designated for redemption, at their addresses appearing on the Registration
Books; but such mailing shall not be a condition precedent to such redemption and
failure to mail or to receive any such notice shall not affect the validity of the
proceedings for the redemption of such Bonds.

Such notice shall state the redemption date and the redemption price and, if less than
all of the then Outstanding Bonds are to be called for redemption, shall designate the
serial numbers of the Bonds to be redeemed by giving the individual number of each
Bond or by stating that all Bonds between two stated numbers, both inclusive, or by
stating that all of the Bonds of one or more maturities have been called for redemption,
and shall require that such Bonds be then surrendered at the Principal Office of the
Paying Agent for redemption at the said redemption price, giving notice also that further
interest on such Bonds will not accrue from and after the redemption date.

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

From and after the date fixed for redemption, if notice of such redemption shall have
been duly given and funds available for the payment of the principal of and interest (and
premium, if any) on the Bonds so called for redemption shall have been duly provided,
such Bonds so called shall cease to be entitled to any benefit under this Resolution
other than the right to receive payment of the redemption price, and no interest shall
accrue thereon on or after the redemption date specified in such notice. All Bonds
redeemed pursuant to this Section 2.03 shall be canceled by the Paying Agent, and a
certificate of cancellation shall be submitted by the Paying Agent to the City.



Section 2.04. Form of Bonds. The Bonds, the form of the Paying Agents Certificate of
Authentication and the form of Assignment to appear thereon shall be substantially in
the forms, respectively, with necessary or appropriate variations, omissions and
insertions, as permitted or required by this Resolution, as are set forth in Exhibit A
attached hereto.

Section 2.05. Execution of Bonds. The Bonds shall be executed on behalf of the City by
the facsimile signatures of its Mayor and its City Treasurer and attested by its City Clerk
who are in office on the date of adoption of this Resolution or at any time thereafter, and
the seal of the City shall be impressed, imprinted or reproduced by facsimile thereon. If
any officer whose signature appears on any Bond ceases to be such officer before
delivery of the Bonds to the purchaser, such signature shall nevertheless be as effective
as if the officer had remained in office until the delivery of the Bonds to the purchaser.
Any Bond may be signed and attested on behalf of the City by such persons as at the
actual date of the execution of such Bond shall be the proper officers of the City
although at the nominal date of such Bond any such person shall not have been such
officer of the City.

Only such Bonds as shall bear thereon a Certificate of Authentication in the form set
forth in Exhibit A attached hereto, executed and dated by the Paying Agent, shall be
valid or obligatory for any purpose or entitled to the benefits of this Resolution, and such
Certificate of Authentication of the Paying Agent shall be conclusive evidence that the
Bonds so registered have been duly authenticated, registered and delivered hereunder
and are entitled to the benefits of this Resolution.

Section 2.06. Transfer of Bonds. Any Bond may, in accordance with its terms, be
transferred, upon the Registration Books, by the person in whose name it is registered,
in person or by his duly authorized attorney, upon surrender of such Bond for
cancellation at the Principal Office at the Paying Agent, accompanied by delivery of a
written instrument of transfer in a form approved by the Paying Agent, duly executed.
The City may charge a reasonable sum for each new Bond issued upon any transfer.

Whenever any Bond or Bonds shall be surrendered for transfer, the City shall execute
and the Paying Agent shall authenticate and deliver a new Bond or Bonds, for like
aggregate principal amount. No transfers of Bonds shall be required to be made (a)
fifteen (15) days prior to the date established by the Paying Agent for selection of Bonds
for redemption or (b) with respect to a Bond which has been selected for redemption.

Section 2.07. Exchange of Bonds. Bonds may be exchanged at the Principal Office of
the Paying Agent for a like aggregate principal amount of Bonds of authorized
denominations and of the same maturity. The City may charge a reasonable sum for
each new Bond issued upon any exchange (except in the case of any exchange of
temporary Bonds for definitive Bonds).
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No exchanges of Bonds shall be required to be made (a) fifteen (15) days prior to the
date established by the Paying Agent for selection of Bonds for redemption or (b) with
respect to a Bond after such Bond has been selected for redemption.

Section 2.08. Reqistration Books. The Paying Agent shall keep or cause to be kept
sufficient books for the registration and transfer of the Bonds, which shall at all times be
open to inspection by the City upon reasonable notice; and, upon presentation for such
purpose, the Paying Agent shall, under such reasonable regulations as it may prescribe,
register or transfer or cause to be registered or transferred, on said books, Bonds as
herein before provided.

Section 2.09. Temporary Bonds. The Bonds may be initially issued in temporary form
exchangeable for definitive Bonds when ready for delivery. The temporary Bonds may
be printed, lithographed or typewritten, shall be of such denominations as may be
determined by the City, and may contain such reference to any of the provisions of this
Resolution as may be appropriate. Every temporary Bond shall be executed by the City
upon the same conditions and in substantially the same manner as the definitive Bonds.
If the City issues temporary Bonds it will execute and furnish definitive Bonds without
delay, and thereupon the temporary Bonds may be surrendered, for cancellation, in
exchange therefor at the Principal Office of the Paying Agent and the Paying Agent
shall deliver in exchange for such temporary Bonds an equal aggregate principal
amount of definitive Bonds of authorized denominations. Until so exchanged, the
temporary Bonds shall be entitled to the same benefits pursuant to this Resolution as
definitive Bonds executed and delivered hereunder.

Section 2.10. Bonds Mutilated, Lost, Destroyed or Stolen. If any Bond shall become
mutilated the City, at the expense of the Owner of said Bond, shall execute, and the
Paying Agent shall thereupon authenticate and deliver, a new Bond of like maturity and
principal amount in exchange and substitution for the Bond so mutilated, but only upon
surrender to the Paying Agent of the Bond so mutilated. Every mutilated Bond so
surrendered to the Paying Agent shall be canceled by it and delivered to, or upon the
order of, the City. If any Bond shall be lost, destroyed or stolen, evidence of such loss,
destruction or theft may be submitted to the City and, if such evidence be satisfactory to
the City and indemnity satisfactory to it shall be given, the City, at the expense of the
Owner, shall execute, and the Paying Agent shall thereupon authenticate and deliver, a
new Bond of like maturity and principal amount in lieu of and in substitution for the Bond
so lost, destroyed or stolen. The City may require payment of a sum not exceeding the
actual cost of preparing each new Bond issued under this Section and of the expenses
which may be incurred by the City and the Paying Agent in the premises. Any Bond
issued under the provisions of this Section 2.10 in lieu of any Bond alleged to be lost,
destroyed or stolen shall constitute an original additional contractual obligation on the
part of the City whether or not the Bond so alleged to be lost, destroyed or stolen be at
any time enforceable by anyone, and shall be equally and proportionately entitled to the
benefits of this Resolution with all other Bonds issued pursuant to this Resolution.

Notwithstanding any other provision of this Section 2.10, in lieu of delivering a new
Bond for which principal has or is about to become due for a Bond which has been
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mutilated, lost, destroyed or stolen, the Paying Agent may make payment of such Bond
in accordance with its terms.

Section 2.11. Use of Depository. Notwithstanding any provision of this Resolution to the
contrary:

(a) At the request of the Original Purchaser, the Bonds shall be initially issued
registered in the name of“Cede & Co.,”as nominee of The Depository Trust Company,
the depository designated by the Original Purchaser, and shall be evidenced by one
Bond maturing on each of the maturity dates set forth in Section 2.02 hereof to be in a
denomination corresponding to the total principal therein designated to mature on such
date. Registered ownership of such Bonds, or any portions thereof, may not thereafter
be transferred except:

(i) to any successor of The Depository Trust Company or its nominee, or
of any substitute depository designated pursuant to paragraph (ii) of this
subsection (a) (‘substitute depository’); provided that any successor of The
Depository Trust Company or substitute depository shall be qualified under any
applicable laws to provide the service proposed to be provided by it;

(i) to any substitute depository designated in a written request of the City,
upon (i) the resignation of The Depository Trust Company or its successor (or
any substitute depository or its successor) from its functions as depository or (ii)
a determination by the City that The Depository Trust Company or its successor
is no longer able to carry out its functions as depository; provided that any such
substitute depository shall be qualified under any applicable laws to provide the
services proposed to be provided by it; or

(iii) to any person as provided below, upon (A) the resignation of The
Depository Trust Company or its successor (or any substitute depository or its
successor) from its functions as depository or (B) a determination by the City that
The Depository Trust Company or its successor is no longer able to carry out its
functions as depository; provided that no substitute depository which is not
objected to by the City and the Paying Agent can be obtained.

(b) In the case of any transfer pursuant to paragraph (i) or paragraph (ii) of subsection
(a) of this Section 2.11, upon receipt of all Outstanding Bonds by the Paying Agent,
together with a written request of the City to the Paying Agent, a single new Bond shall
be executed and delivered, registered in the name of such successor or such substitute
depository or their nominees, as the case may be, all as specified in such written
request of the City. In the case of any transfer pursuant to paragraph (iii) of subsection
(a) of this Section 2.11, upon receipt of all Outstanding Bonds by the Paying Agent
together with a written request of the City, new Bonds shall be executed and delivered
in such denominations and registered in the names of such persons as are requested in
a written request of the City provided the Paying Agent shall not be required to deliver
such new Bonds within a period less than sixty (60) days from the date of receipt of
such a written request of the City.
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(c) In the case of partial prepayment or an advance refunding of any Bonds evidencing
all of the principal maturing in a particular year, The Depository Trust Company shall
deliver the Bonds to the Paying Agent for cancellation and re-registration to reflect the
amounts of such reduction in principal.

(d) The City and the Paying Agent shall be entitled to treat the person in whose name
any Bond is registered as the absolute Owner thereof for all purposes of this Resolution
and any applicable laws, notwithstanding any notice to the contrary received by the
Paying Agent or the City; and the City and the Paying Agent shall have no responsibility
for transmitting payments to, communication with, notifying or otherwise dealing with
any beneficial owners of the Bonds. Neither the City nor the Paying Agent will have any
responsibility or obligations, legal or otherwise, to the beneficial owners or to any other
party including The Depository Trust Company or its successor (or substitute depository
or its successor), except for the registered owner of any Bond.

(e) So long as all outstanding Bonds are registered in the name of Cede & Co. or its
registered assign, the City and the Paying Agent shall reasonably cooperate with Cede
& Co., as sole registered Owner, or its registered assign in effecting payment of the
principal and interest due with respect to the Bonds by arranging for payment in such
manner that funds for such payments are properly identified and are made immediately
available on the date they are due.

(f) So long as all Outstanding Bonds are registered in the name of Cede & Co. or its
registered assign (hereinafter, for purposes of this paragraph (f), the “Owner’):

(i) All notices and payments addressed to the Owners shall contain the
Bonds CUSIP number.

(ii) Notices to the Owner shall be forwarded in the manner set forth in the
form of Blanket Issuer Letter of Representations executed by the City and
received and accepted by The Depository Trust Company.
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ARTICLE Il

SALE AND ISSUANCE OF BONDS; SECURITY FOR THE BONDS

Section 3.01. Sale, Issuance and Delivery of Bonds.

(a) Issuance of Bonds. At any time after the execution of this Resolution and award of
the sale of the Bonds, the City may issue and deliver Bonds in the aggregate principal
amount of three million two hundred fifty thousand dollars ($7,200,000).

(b) Sale of Bonds.

(i) Official Notice of Sale. An official notice of sale for the Bonds, such
notice to be substantially in accordance with the Official Notice of Sale attached
hereto as Exhibit B and by this reference incorporated herein (the “Official Notice
of Sal€’), is hereby approved.

(i) Notice of Intention to Sell Bonds. A notice of intention, such notice to
be substantially in accordance with the Notice of Intention attached hereto as
Exhibit C and by this reference incorporated herein (the “Notice of Intentior), is
hereby approved. The City Clerk is hereby authorized and directed to cause to
be published, once at least fifteen (15) days prior to the date to receive bids, the
Notice of Intention in The Bond Buyer, a financial publication generally circulated
throughout the State and reasonably expected to be disseminated among
prospective bidders for the Bonds.

(i) Terms and Conditions of Sale. The terms and conditions of the
offering and the sale of the Bonds shall be as specified in said Official Notice of
Sale.

(iv) Furnishing of Official Notice of Sale. The City Clerk and the
financial advisor to the City, Northcross, Hill & Ach, Inc. (the “Financial Advisor’),
are hereby authorized to cause to be furnished to prospective bidders a
reasonable number of copies of said Official Notice of Sale.

(v) Receipt of Bids. The Mayor, City Manager, the Assistant City
Manager, the Director of Finance or any designee thereof, on behalf of the City,
is hereby delegated the authority to accept the best responsible bid for the
purchase of the Bonds, determined in accordance with the Official Notice of Sale.
The Mayor, the City Manager, the Assistant City Manager, the Director of
Finance or any designee thereof is hereby authorized and directed to accept
such bid, for and in the name of the City, by notice to the successful bidder. In
the event two or more bids setting forth identical interest rates and premium, if
any, are received, the Mayor, the City Manager, the Assistant City Manager, the
Director of Finance or any designee thereof, on behalf of the City, may exercise
his or her own discretion and judgment in making the award and may award the
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Bonds on a pro rata basis in such denominations as he shall determine. The
Mayor, the City Manager, the Assistant City Manager, the Director of Finance or
any designee thereof, on behalf of the City, may, in his or her discretion, reject
any and all bids and waive any irregularity or informality in any bid. The Mayor,
the City Manager, the Assistant City Manager, the Director of Finance or any
designee thereof, on behalf of the City, shall award the Bonds or reject all bids
not later than 1:00 p.m. on the date prescribed for the receipt of proposals unless
such time of award is waived by the successful bidder.

(c) Official Statement. The City Council hereby approves the Preliminary Official
Statement describing the financing, in substantially the form on file with the City Clerk,
together with any changes therein or additions thereto deemed advisable by the Mayor,
the City Manager, the Assistant City Manager, the Director of Finance or any designee
thereof. The City Council authorizes and directs the Mayor, the City Manager, the
Assistant City Manager, the Director of Finance or any designee thereof, on behalf of
the City, to deem*final pursuant to Rule 15c2-12 under the Securities Exchange Act of
1934 (the‘Rul€’) the Preliminary Official Statement prior to its distribution by the financial
advisor.

The Mayor, the City Manager, the Assistant City Manager, the Director of Finance or
any designee thereof is authorized and directed to cause the Preliminary Official
Statement to be brought into the form of a final official statement (the “Final Official
Statement) and to execute said Final Official Statement, dated as of the date of the sale
of the Bonds, and a statement that the facts contained in the Final Official Statement,
and any supplement or amendment thereto (which shall be deemed an original part
thereof for the purpose of such statement) were, at the time of sale of the Bonds, true
and correct in all material respects and that the Final Official Statement did not, on the
date of sale of the Bonds, and does not, as of the date of delivery of the Bonds, contain
any untrue statement of a material fact with respect to the City or omit to state material
facts with respect to the City required to be stated where necessary to make any
statement made therein not misleading in the light of the circumstances under which it
was made. The Mayor, the City Manager, the Assistant City Manager, the Director of
Finance or any designee thereof shall take such further actions prior to the signing of
the Final Official Statement as are deemed necessary or appropriate to verify the
accuracy thereof. The execution of the final Official Statement, which shall include such
changes and additions thereto deemed advisable by the Mayor, the City Manager, the
Assistant City Manager, the Director of Finance or any designee thereof and such
information permitted to be excluded from the Preliminary Official Statement pursuant to
the Rule, shall be conclusive evidence of the approval of the final Official Statement by
the City.

The Final Official Statement, when prepared, is approved for distribution in connection
with the offering and sale of the Bonds.

(d) Printing of Bonds. The Mayor, the City Manager, the Assistant City Manager, the
Director of Finance or any designee thereof, is hereby directed to cause the Bonds to
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be printed, signed and sealed, and to be delivered to the Original Purchaser of the
Bonds on receipt of the purchase price therefor.

(e) Delivery of Bonds. The Paying Agent is hereby authorized to deliver the Bonds to
the Original Purchaser, upon receipt by the Paying Agent of a Written Request of the
City directing such delivery.

Section 3.02. Application of Proceeds of Sale of Bonds. On the Closing Date, the
proceeds of sale of the Bonds, net of any good faith deposit previously paid, shall be
paid by the Original Purchaser to the Paying Agent. The Paying Agent shall deposit or
transfer all of such amounts, including any such good faith deposit, as follows:

(a) The Paying Agent shall transfer to the City, for deposit in the Debt Service
Account, an amount equal to the accrued interest, plus premium if any, on the
Bonds;

(b) The Paying Agent shall deposit in the Costs of Issuance Fund the proceeds of
the required to pay the Costs of Issuance (as shall be designated by the City on
or prior to the Closing Date); and

(c) The Paying Agent shall transfer the remaining proceeds of the Bonds to the
City for deposit in the Project Account.

Section 3.03. Validity of Bonds. The validity of the authorization and issuance of the
Bonds shall not be dependent upon the completion of the Project or upon the
performance by any person of such person’s obligations with respect to the Project.
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ARTICLE IV

FUNDS AND ACCOUNTS

Section 4.01. Costs of Issuance Fund.

(a) There is hereby created the “City of Berkeley General Obligation Bonds, Series 2008
(Measure tAnimal Shelter Project), Costs of Issuance Fund’ (the “Costs of Issuance
Fund’), which shall be held and maintained by the Paying Agent as a separate fund,
distinct from all other funds held by the Paying Agent, into which shall be paid on receipt
thereof, the portion of the Bond proceeds designated in Section 3.02(a). Amounts on
deposit in the Costs of Issuance Fund shall be disbursed for the purpose of paying all
items of expense directly or indirectly reimbursable to the City for Costs of Issuance.
Payment of the Costs of Issuance shall be made only upon the receipt by the Paying
Agent of a written request of the City.

(b) On July 31, 2008, all amounts remaining on deposit in the Costs of Issuance Fund
shall be withdrawn therefrom by the Paying Agent and transferred to the City for deposit
in the Project Account and the Costs of Issuance Fund shall be closed.

Section 4.02. Debt Service Account.

(a) There is hereby created, as an account within the General Fund of the City, the
‘General Obligation Bonds, Series 2008 (Measure +Animal Shelter Project), Debt
Service Account,” which shall be maintained by the City Treasurer as a separate
account, distinct from all other funds of the City, into which shall be paid on receipt
thereof, the portion of the Bond proceeds designated in Section 3.02(a).

(b) On or before second the business day immediately preceding each Interest Payment
Date, the City Treasurer shall transfer from the General Fund of the City and set aside
in the Debt Service Account an amount which, when added to the amount contained in
the Debt Service Account on that date, if any, will be equal to the aggregate amount of
the interest becoming due and payable on the Outstanding Bonds on such Interest
Payment Date.

(c) On or before the second business day immediately preceding September 1 in each
year the Bonds are Outstanding, commencing September 1, 2008, the City Treasurer
shall transfer from the General Fund and set aside in the Debt Service Account an
amount which will be equal to the principal becoming due and payable on such
September 1.

(d) All moneys in the Debt Service Account shall be used and withdrawn by the City
Treasurer solely for the purpose of paying the principal of and interest on the Bonds as
the same shall become due and payable. On or before the last business day in
February and August in each year, commencing with the last business day in August,
2008, the City Treasurer shall transfer to the Paying Agent moneys on deposit in the
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Debt Service Account for application by the Paying Agent on the next succeeding
Interest Payment Date to the payment of principal of or interest on the Bonds, or both.

Section 4.03. Project Account

(a) There is hereby created, as an account within the General Fund of the City, the
‘General Obligation Bonds, Series 2008 (Measure +Animal Shelter Project), Project
Account,” which shall be maintained by the City Treasurer as a separate account,
distinct from all other funds of the City, into which shall be paid on receipt thereof,
the portion of the Bond proceeds designated in Section 3.02(c).

(b) Amounts in the Project Account shall be disbursed to pay Project Costs.
Disbursements from the Project Account shall be made by a City Representative upon
receipt of a certificate requesting disbursement, executed or approved by a City
Representative. Each such certificate shall:

(i) set forth the amounts to be disbursed for payment or reimbursement of
previous payments of Project Costs and the person or persons to whom said
amounts are to be disbursed;

(ii) state that the amounts to be disbursed constitute Project Costs, that
said amounts are required to be disbursed pursuant to a contract entered into
therefor by or on behalf of the City, or were necessarily and reasonably incurred
and that said amounts are not being paid in advance of the time, if any, fixed for
payment; and

(iii) state that no amount set forth in the certificate was included in any
certificate requesting disbursement previously filed with the City pursuant to this
Section 4.02.

(c) Amounts, if any, remaining in the Project Account on the date of receipt of a request
of a City Representative certifying that no further amounts are required to be disbursed
for costs and expenses of the Project, shall be transferred to the Debt Service Account
and shall be used for payment of Debt Service on the Bonds on the next Interest
Payment Date in accordance with Section 4.02, and the Project Account shall
thereupon be closed.

Section 4.04. Redemption Account. There is hereby created, as an account within the
General Fund of the City, the “General Obligation Bonds, Series 2008 (Measure +Animal
Shelter Project), Redemption Account, which shall be maintained by the City Treasurer
as a separate account, distinct from all other funds of the City. The Redemption Account
shall be maintained by the City Treasurer to pay for the prior redemption of the Bonds.
Any funds legally available may, at any time on or after September 1, 2016, at the
option of the City, be paid to the City Treasurer for deposit in the Redemption Account
and application to the prior redemption of Bonds on September 1, 2016, or any Interest
Payment Date thereafter pursuant to Section 2.03(a).
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Section 4.05. Investment of Moneys.

(a) Amounts on deposit in the Project Account, the Debt Service Account and the

Redemption Account may be invested in Authorized Investments. Earnings on the
investment of amounts held in any fund or account established hereunder shall be
credited to the respective fund or account from which such investments are made.

(b) Moneys on deposit in the Costs of Issuance Fund shall be invested in money market
mutual funds which are rated by Standard & Poor's Credit Market Services or Fitch Inc.
in one of its two highest rating categories, including funds for which the Paying Agent,
its affiliates or subsidiaries provide investment, advisory or other management or
administrative services. Interest and earnings derived from the investment of amounts
on deposit in the Costs of Issuance Fund shall be retained therein until the Costs of
Issuance Fund is closed.

(c) Except as otherwise provided in subsection (d) of this Section 4.05, the City
covenants that all investments of amounts deposited in any fund or account created by
or pursuant to this Resolution, or otherwise containing gross proceeds of the Bonds
(within the meaning of section 148 of the Code) shall be acquired, disposed of, and
valued (as of the date that valuation is required by this Resolution or the Code) at Fair
Market Value.

(d) Investments in funds or accounts (or portions thereof) that are subject to a yield

restriction under applicable provisions of the Code shall be valued at their present value
(within the meaning of section 148 of the Code).
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ARTICLE V

OTHER COVENANTS OF THE CITY

Section 5.01. Punctual Payment. The City shall punctually pay, or cause to be paid, the
principal of and interest on the Bonds, in strict conformity with the terms of the Bonds
and of this Resolution, and it will faithfully observe and perform all of the conditions,
covenants and requirements of this Resolution and of the Bonds. Nothing herein
contained shall prevent the City from making advances of its own moneys howsoever
derived to any of the uses or purposes permitted by law.

Section 5.02. Extension of Time for Payment. In order to prevent any accumulation of
claims for interest after maturity, the City 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 City, such
claim for interest so extended or funded shall not be entitled, in case of default
hereunder, to the benefits of this Resolution, 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 so extended or funded.

Section 5.03. Security for the Bonds. The Bonds shall constitute general obligations of
the City and the City has the power, is obligated and hereby covenants to levy ad
valorem taxes upon all property within the City subject to taxation by the City, without
limitation of rate or amount, for the payment of the Bonds and the interest thereon, in
accordance with Section 43632 of the Act. Until transferred to the Debt Service Account
as provided in Section 4.04, amounts in the General Fund of the City shall not be
pledged to the payment of the Bonds.

Section 5.04. Books and Accounts; Financial Statement. The City will keep, or cause to
be kept, proper books of record and accounts, separate from all other records and
accounts of the City in which complete and correct entries shall be made of all
transactions relating to the Project. Such books of record and accounts shall at all times
during business hours be subject to the inspection of the Paying Agent and the Owners
of not less than ten percent (10%) in aggregate principal amount of the Bonds then
Outstanding, or their representatives authorized in writing.

Section 5.05. Protection of Security and Rights of Bond Owners. The City will preserve
and protect the security of the Bonds and the rights of the Bond Owners, 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 City, the Bonds shall be
incontestable by the City.
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Section 5.06. Tax Covenants Relating to the Bonds.

(a) Private Activity Bond Limitation. The City shall assure that the proceeds of the
Bonds are not so used as to cause the Bonds to satisfy the private business tests of
Section 141(b) of the Code or the private loan financing test of Section 141(c) of the
Code.

(b) Federal Guarantee Prohibition. The City shall not take any action or permit or suffer
any action to be taken if the result of the same would be to cause the Bonds to be
‘federally guaranteed’ within the meaning of Section 149(b) of the Code.

(c) No Arbitrage. The City shall not take, or permit or suffer to be taken by the Paying
Agent or otherwise, any action with respect to the Bond proceeds which, if such action
had been reasonably expected to have been taken, or had been deliberately and
intentionally taken, on the Closing Date, would have caused the Bonds to be ‘arbitrage
bonds’ within the meaning of Section 148 of the Code.

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

(e) Rebate Requirement. The City shall take any and all actions necessary to assure
compliance with section 148(f) of the Code, relating to the rebate of excess investment
earnings, if any, to the federal government, to the extent that such section is applicable
to the Bonds.

Section 5.07. Continuing Disclosure. The City hereby covenants and agrees that it will
comply with and carry out all of the provisions of the Continuing Disclosure Certificate,
which shall be executed by a City Representative and delivered on the Closing Date.
Notwithstanding any other provision of this Resolution, failure of the City to comply with
the Continuing Disclosure Certificate shall not be considered a default by the City
hereunder or under the Bonds; however, any Participating Underwriter (as such term is
defined in the Continuing Disclosure Certificate) or any holder or beneficial owner of the
Bonds may, take such actions as may be necessary and appropriate to compel
performance, including seeking mandate or specific performance by court order.

Section 5.08. Further Assurances. The City will adopt, make, execute and deliver any
and all such further resolutions, instruments and assurances as may be reasonably
necessary or proper to carry out the intention or to facilitate the performance of this
Resolution, and for the better assuring and confirming unto the Owners of the Bonds of
the rights and benefits provided in this Resolution.
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ARTICLE VI

THE PAYING AGENT

Section 6.01. Appointment of Paying Agent.The Bank of New York Trust Company,
N.A., at its Principal Office, is hereby appointed Paying Agent for the Bonds. The Paying
Agent undertakes to perform such duties, and only such duties, as are specifically set
forth in this Resolution, and even during the continuance of a default by the City
hereunder or under the Bonds, no implied covenants or obligations shall be read into
this Resolution against the Paying Agent. The Paying Agent shall signify its acceptance
of the duties and obligations imposed upon it by this Resolution by executing and
delivering to the City a certificate to that effect.

The City may remove the Paying Agent initially appointed, and any successor thereto,
and may appoint a successor or successors thereto, but any such successor shall be a
bank or trust company doing business and having an office in the State of California,
having a combined capital (exclusive of borrowed capital) and surplus of at least fifty
million dollars ($50,000,000), and subject to supervision or examination by federal or
state authority. If such bank or trust company publishes a report of condition at least
annually, pursuant to law or to the requirements of any supervising or examining
authority above referred to, then for the purposes of this Section 6.01 the combined
capital and surplus of such bank or trust company shall be deemed to be its combined
capital and surplus as set forth in its most recent report of condition so published.

The Paying Agent may at any time resign by giving written notice to the City and the
Bond Owners of such resignation. Upon receiving notice of such resignation, the City
shall promptly appoint a successor Paying Agent by an instrument in writing. Any
resignation or removal of the Paying Agent and appointment of a successor Paying
Agent shall become effective upon acceptance of appointment by the successor Paying
Agent.

Section 6.02. Paying Agent May Hold Bonds. The Paying Agent may become the
Owner of any of the Bonds in its own or any other capacity with the same rights it would
have if it were not Paying Agent.

Section 6.03. Liability of Paying Agent. The recitals of facts, covenants and agreements
herein and in the Bonds contained shall be taken as statements, covenants and
agreements of the City, and the Paying Agent assumes no responsibility for the
correctness of the same, nor makes any representations as to the validity or sufficiency
of this Resolution or of the Bonds, nor shall incur any responsibility in respect thereof,
other than as set forth in this Resolution. The Paying Agent shall not be liable in
connection with the performance of its duties hereunder, except for its own negligence
or willful default.

In the absence of bad faith, the Paying Agent may conclusively rely, as to the truth of
the statements and the correctness of the opinions expressed therein, upon certificates

-22-



or opinions furnished to the Paying Agent and conforming to the requirements of this
Resolution.

The Paying Agent shall not be liable for any error of judgment made in good faith by a
responsible officer of its corporate trust department in the absence of the negligence of
the Paying Agent.

No provision of this Resolution shall require the Paying Agent to expend or risk its own
funds or otherwise incur any financial liability in the performance of any of its duties
hereunder, or in the exercise of any of its rights or powers, if it shall have reasonable
grounds for believing that repayment of such funds or adequate indemnity against such
risk or liability is not reasonably assured to it.

The Paying Agent may execute any of the powers hereunder or perform any duties
hereunder either directly or by or through agents or attorneys and the Paying Agent
shall not be responsible for any misconduct or negligence on the part of any agent or
attorney appointed with due care by it hereunder.

Section 6.04. Notice to Paying Agent. The Paying Agent may rely and shall be protected
in acting or refraining from acting upon any notice, resolution, request, consent, order,
certificate, report, warrant, bond or other paper or document believed by it to be genuine
and to have been signed or presented by the proper party or proper parties. The Paying
Agent may consult with counsel, who may be of counsel to the City, 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 hereunder in good faith and in
accordance therewith.

Whenever in the administration of its duties under this Resolution the Paying Agent
shall deem it necessary or desirable that a matter be proved or established prior to
taking or suffering any action hereunder, such matter (unless other evidence in respect
thereof be herein specifically prescribed) may, in the absence of bad faith on the part of
the Paying Agent, be deemed to be conclusively proved and established by a certificate
of the City, and such certificate shall be full warrant to the Paying Agent for any action
taken or suffered under the provisions of this Resolution upon the faith thereof, but in its
discretion the Paying Agent may, in lieu thereof, accept other evidence of such matter
or may require such additional evidence as to it may seem reasonable.

Section 6.05. Compensation; Indemnification. The City shall pay to the Paying Agent
from time to time reasonable compensation for all services rendered under this
Resolution, and also all reasonable expenses, charges, counsel fees and other
disbursements, including those of their attorneys, agents and employees, incurred in
and about the performance of their powers and duties under this Resolution. The City
further agrees to indemnify and save the Paying Agent harmless against any liabilities
which it may incur in the exercise and performance of its powers and duties hereunder
which are not due to its negligence or bad faith.
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ARTICLE VI
REMEDIES OF BOND OWNERS
Section 7.01. Remedies of Bond Owners. Upon the happening and continuation of any

default by the City hereunder or under the Bonds, any Bond Owner shall have the right,
for the equal benefit and protection of all Bond Owners similarly situated:

(a) by mandamus, suit, action or proceeding, to compel the City and its members,
officers, agents or employees to perform each and every term, provision and covenant
contained in this Resolution and in the Bonds, and to require the carrying out of any or
all such covenants and agreements of the City and the fulfillment of all duties imposed
upon it;

(b) by suit, action or proceeding in equity, to enjoin any acts or things which are
unlawful, or the violation of any of the Bond Owners rights; or

(c) by suit, action or proceeding in any court of competent jurisdiction, to require the City
and its members and employees to account as if it and they were the trustees of an
express trust.

Section 7.02. Remedies Not Exclusive. No remedy herein conferred upon the Owners of
Bonds shall be exclusive of any other remedy and that each and every remedy shall be
cumulative and shall be in addition to every other remedy given hereunder or thereafter
conferred on the Bond Owners.
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ARTICLE VI

AMENDMENT OF THIS RESOLUTION

Section 8.01. Amendments Effective Without Consent of the Owners. For any one or
more of the following purposes and at any time or from time to time, a Supplemental
Resolution of the City may be adopted, which, without the requirement of consent of the
Owners of the Bonds, shall be fully effective in accordance with its terms:

(a) To add to the covenants and agreements of the City in this Resolution, other
covenants and agreements to be observed by the City which are not contrary to or
inconsistent with this Resolution as theretofore in effect;

(b) To confirm, as further assurance, any pledge under, and to subject to any lien or
pledge created or to be created by, this Resolution, of any moneys, securities or funds,
or to establish any additional funds or accounts to be held under this Resolution;

(c) To cure any ambiguity, supply any omission, or cure or correct any defect or
inconsistent provision in this Resolution, which in any event shall not materially
adversely affect the interests of the Bond Owners, in the opinion of Bond Counsel filed
with the City; or

(d) To make such additions, deletions or modifications as may be necessary or
desirable to assure exemption from federal income taxation of interest on the Bonds.

Section 8.02. Amendments Effective With Consent to the Owners. Any modification or
amendment of this Resolution and of the rights and obligations of the City and of the
Owners of the Bonds, in any particular, may be made by a Supplemental Resolution,
with the written consent of the Owners of a majority in aggregate principal amount of the
Bonds Outstanding at the time such consent is given. No such modification or
amendment shall permit a change in the terms of maturity of the principal of any
Outstanding Bonds or of any interest payable thereon or a reduction in the principal
amount thereof or in the rate of interest thereon, or shall reduce the percentage of
Bonds the consent of the Owners of which is required to effect any such modification or
amendment, or shall change any of the provisions in Section 7.01 relating to a default
by the City hereunder or under the Bonds, or shall reduce the amount of moneys
pledged for the repayment of the Bonds without the consent of all the Owners of such
Bonds, or shall change or modify any of the rights or obligations of any Paying Agent
without its written assent thereto.

-25-



ARTICLE IX

MISCELLANEQOUS

Section 9.01. Benefits of Resolution Limited to Parties. Nothing in this Resolution,
expressed or implied, is intended to give to any person other than the City, the Paying
Agent and the Owners of the Bonds, any right, remedy, claim under or by reason of this
Resolution. Any covenants, stipulations, promises or agreements in this Resolution
contained by and on behalf of the City shall be for the sole and exclusive benefit of the
Owners of the Bonds.

Section 9.02. Defeasance.

(a) Discharge of Resolution. Bonds may be paid by the City in any of the following ways,
provided that the City also pays or causes to be paid any other sums payable hereunder
by the City:

(i) by paying or causing to be paid the principal or redemption price of and
interest on such Bonds, as and when the same become due and payable;

(i) by irrevocably depositing, in trust, at or before maturity, money or
securities in the necessary amount (as provided in Section 9.02(c) hereof) to pay
or redeem such Bonds; or

(iii) by delivering such Bonds to the Paying Agent for cancellation by it.

If the City shall pay all Outstanding Bonds and shall also pay or cause to be paid all
other sums payable hereunder by the City, then and in that case, at the election of the
City (evidenced by a certificate of a City Representative filed with the Paying Agent,
signifying the intention of the City to discharge all such indebtedness and this
Resolution), and notwithstanding that any Bonds shall not have been surrendered for
payment, this Resolution, all taxes and other assets pledged under this Resolution and
all covenants, agreements and other obligations of the City under this Resolution shall
cease, terminate, become void and be completely discharged and satisfied, except only
as provided in Section 9.02(b). In such event, upon request of the City, the Paying
Agent shall cause an accounting for such period or periods as may be requested by the
City to be prepared and filed with the City and shall execute and deliver to the City all
such instruments as may be necessary to evidence such discharge and satisfaction,
and the Paying Agent shall pay over, transfer, assign or deliver to the City all moneys or
securities or other property held by it pursuant to this Resolution which are not required
for the payment or redemption of Bonds not theretofore surrendered for such payment
or redemption.

(b) Discharge of Liability on Bonds. Upon the deposit, in trust, at or before maturity, of

money or securities in the necessary amount (as provided in Section 9.02(c) hereof) to
pay or redeem any Outstanding Bond (whether upon or prior to its maturity or the
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redemption date of such Bond), provided that, if such Bond is to be redeemed prior to
maturity, notice of such redemption shall have been given as provided in Section 2.03
or provision satisfactory to the Paying Agent shall have been made for the giving of
such notice, then all liability of the City in respect of such Bond shall cease and be
completely discharged, except only that thereafter the Owner thereof shall be entitled
only to payment of the principal of and interest on such Bond by the City, and the City
shall remain liable for such payment, but only out of such money or securities deposited
with the Paying Agent as aforesaid for such payment, provided further, however, that
the provisions of Section 9.02(d) shall apply in all events.

The City may at any time surrender to the Paying Agent for cancellation by it any Bonds
previously issued and delivered, which the City may have acquired in any manner
whatsoever, and such Bonds, upon such surrender and cancellation, shall be deemed
to be paid and retired.

(c) Deposit of Money or Securities with Paying Agent. Whenever in this Resolution it is
provided or permitted that there be deposited with or held in trust by the Paying Agent
money or securities in the necessary amount to pay or redeem any Bonds, the money
or securities so to be deposited or held may include money or securities held by the
Paying Agent in the funds and accounts established pursuant to this Resolution and
shall be:

(i) lawful money of the United States of America in an amount equal to the
principal amount of such Bonds and all unpaid interest thereon to maturity,
except that, in the case of Bonds which are to be redeemed prior to maturity and
in respect of which notice of such redemption shall have been given as provided
in Section 2.03 or provision satisfactory to the Paying Agent shall have been
made for the giving of such notice, the amount to be deposited or held shall be
the principal amount or redemption price of such Bonds and all unpaid interest
thereon to the redemption date; or

(i) Federal Securities the principal of and interest on which when due, in
the opinion of a certified public accountant delivered to the City, will provide
money sufficient to pay the principal or redemption price of and all unpaid interest
to maturity, or to the redemption date, as the case may be, on the Bonds to be
paid or redeemed, as such principal or redemption price and interest become
due, provided that, in the case of Bonds which are to be redeemed prior to the
maturity thereof, notice of such redemption shall have been given as provided in
Section 2.03 or provision satisfactory to the Paving Agent shall have been made
for the giving of such notice.

(d) Payment of Bonds After Discharge of Resolution. Notwithstanding any provisions of
this Resolution, any moneys held by the Paying Agent in trust for the payment of the
principal or redemption price of, or interest on, any Bonds and remaining unclaimed for
two (2) years after the principal of all of the Bonds has become due and payable
(whether at maturity or upon call for redemption or by acceleration as provided in this
Resolution), if such moneys were so held at such date, or two (2) years after the date of
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deposit of such moneys if deposited after said date when all of the Bonds became due
and payable, shall, upon request of the City, be repaid to the City free from the trusts
created by this Resolution, and all liability of the Paying Agent with respect to such
moneys shall thereupon cease; provided, however, that before the repayment of such
moneys to the City as aforesaid, the Paying Agent may (at the cost of the City) first mail
to the Owners of all Bonds which have not been paid at the addresses shown on the
Registration Books a notice in such form as may be deemed appropriate by the Paying
Agent, with respect to the Bonds so payable and not presented and with respect to the
provisions relating to the repayment to the City of the moneys held for the payment
thereof.

Section 9.03. Execution of Documents and Proof of Ownership by Bond Owners. Any
request, declaration or other instrument which this Resolution may require or permit to
be executed by Bond Owners may be in one or more instruments of similar tenor, and
shall be executed by Bond Owners in person or by their attorneys appointed in writing.

Except as otherwise herein expressly provided, the fact and date of the execution by
any Bond Owner or his attorney of such request, declaration or other instrument, or of
such writing appointing such attorney, may be proved by the certificate of any notary
public or other officer authorized to take acknowledgments of deeds to be recorded in
the state in which he purports to act, that the person signing such request, declaration
or other instrument or writing acknowledged to him the execution thereof, or by an
affidavit of a witness of such execution, duly sworn to before such notary public or other
officer.

Except as otherwise herein expressly provided, the ownership of registered Bonds and
the amount, maturity, number and date of holding the same shall be proved by the
Registration Books.

Any request, declaration or other instrument or writing of the Owner of any Bond shall
bind all future Owners of such Bond in respect of anything done or suffered to be done
by the City, the Paying Agent or the City Treasurer in good faith and in accordance
therewith.

Section 9.04. Waiver of Personal Liability. No City Council member, officer, agent or
employee of the City shall be individually or personally liable for the payment of the
principal of or interest on the Bonds; but nothing herein contained shall relieve any such
City Council member, officer, agent or employee from the performance of any official
duly provided by law.

Section 9.05. Destruction of Canceled Bonds. Whenever in this Resolution provision is
made for the surrender to the City of any Bonds which have been paid or canceled
pursuant to the provisions of this Resolution, a certificate of destruction duly executed
by the Paying Agent shall be deemed to be the equivalent of the surrender of such
canceled Bonds and the City shall be entitled to rely upon any statement of fact
contained in any certificate with respect to the destruction of any such Bonds therein
referred to.
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Section 9.06. Partial Invalidity. If any section, paragraph, sentence, clause or phrase of
this Resolution shall for any reason be held illegal or unenforceable, such holding shall
not affect the validity of the remaining portions of this Resolution. The City hereby
declares that it would have adopted this Resolution and each and every other section,
paragraph, sentence, clause or phrase hereof and authorized the issue of the Bonds
pursuant hereto irrespective of the fact that any one or more sections, paragraphs,
sentences, clauses, or phrases of this Resolution may be held illegal, invalid or
unenforceable. If, by reason of the judgment of any court, the City is rendered unable to
perform its duties hereunder, all such duties and all of the rights and powers of the City
hereunder shall be assumed by and vest in the City Treasurer in trust for the benefit of
the Bond Owners.

Section 9.07. Execution of Documents. The Mayor, the City Administrator, the City
Clerk, the Director of Finance and the City Treasurer of the City, and any and all other
officers of the City, are each authorized and directed in the name and on behalf of the
City to make any and all certificates, requisitions, agreements, notices, consents,
warrants and other documents, which they or any of them might deem necessary or
appropriate in order to consummate the lawful issuance, sale and delivery of the Bonds.
Whenever in this Resolution any officer of the City is authorized to execute or
countersign any document or take any action, such execution, countersigning or action
may be taken on behalf of such officer by any person designated by such officer to act
on his or her behalf in the case such officer shall be absent or unavailable.

Section 9.08. Effective Date of Resolution. This Resolution shall take effect from and
after the date of its passage and adoption.

The foregoing is a full, true and correct copy of a resolution duly adopted by the City
Council of the City at a meeting thereof on the 4th day of December, 2007, by the
following vote of the members thereof:

AYES:
NOES:
ABSTAIN:
ABSENT:

Mayor

City Clerk
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EXHIBIT A

FORM OF BOND

United States of America
State of California
Alameda County

CITY OF BERKELEY
GENERAL OBLIGATION BOND, SERIES 2008
(Measure I—Animal Shelter Project)

INTEREST RATE: MATURITY ISSUE DATE: CUSIP:
DATE:
% September 1, January __, 2008

REGISTERED OWNER: CEDE & CO.

PRINCIPAL SUM: DOLLARS

The CITY OF BERKELEY, a gernerallawCharter city and municipal corporation duly
organized and existing under and by virtue of the Constitution and laws of the State of
California (the “City’), for value received, hereby promises to pay to the Registered
Owner stated above, or registered assigns (the “Owner’), on the Maturity Date stated
above (subject to any right of prior redemption hereinafter provided for), the Principal
Sum stated above, in lawful money of the United States of America, and to pay interest
thereon in like lawful money from the Interest Payment Date (as hereinafter defined)
next preceding the date of authentication of this Bond (unless (i) this Bond is
authenticated on an Interest Payment Date, in which event it shall bear interest from
such date of authentication, or (ii) this Bond is authenticated prior to an Interest
Payment Date and after the close of business on the fifteenth (15th) day of the month
preceding such Interest Payment Date, in which event it shall bear interest from such
Interest Payment Date, or (iii) this Bond is authenticated on or before February 15,
2003, in which event it shall bear interest from the Issue Date stated above; provided,
however, that if at the time of authentication of this Bond, interest is in default on this
Bond, this Bond shall bear interest from the Interest Payment Date to which interest has
previously been paid or made available for payment on this Bond) until payment of such
Principal Sum in full, at the Interest Rate per annum stated above, payable on March 1
and September 1 in each year, commencing September 1, 2008 (the “Interest Payment
Dates’), calculated on the basis of a 360-day year comprised of twelve 30-day months.
Principal hereof and premium, if any, upon early redemption hereof are payable at the
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corporate trust office of The Bank of New York Trust Company, N.A. (the “Paying Agent),
in San Francisco, California. Interest hereon (including the final interest payment upon
maturity or earlier redemption) is payable by check of the Paying Agent mailed to the
Owner at the Owner's address as it appears on the registration books maintained by the
Paying Agent as of the close of business on the fifteenth (15th) day of the month next
preceding such Interest Payment Date, provided that at the written request of the owner
of at least $1,000,000 aggregate principal amount of the Bonds, which written request is
on file with the Paying Agent as of any Record Date, interest on such Bonds shall be
paid by wire transfer on the succeeding Interest Payment Date to an account in the
United States of America as shall be specified in such written request.

This Bond is one of a duly authorized issue of bonds of the City designated as “City of
Berkeley (Alameda County, California) General Obligation Bonds, Series 2008
(Measure tAnimal Shelter Projecty (the “Bonds”), in an aggregate principal amount of
seven million two hundred thousand dollars ($7,200,000), all of like tenor and date
(except for such variation, if any, as may be required to designate varying numbers,
maturities, interest rates or redemption and other provisions) and all issued pursuant to
the provisions of Chapter 4 of Division 4 of Title 4 of the California Government Code
(the“Act), and pursuant to a resolution adopted by the City Council of the City on
December 11, 2007 (the “Resolution’) authorizing the issuance of the Bonds. Reference
is hereby made to the Resolution (copies of which are on file at the office of the City
Clerk) and the Act for a description of the terms on which the Bonds are issued and the
rights thereunder of the owners of the Bonds and the rights, duties and immunities of
the Paying Agent and the rights and obligations of the City thereunder, to all of the
provisions of which Resolution the Owner of this Bond, by acceptance hereof, assents
and agrees.

The Bonds have been issued by the City to finance a new Animal Shelter to replace the
existing shelter at the same location, at 2013 Second Street, in the City of Berkeley. The
issuance of the Bonds was authorized by a vote of more than two-thirds of the qualified

voters of the City voting at a special municipal election held on November 5, 2002.

This Bond and the interest hereon and on all other Bonds and the interest thereon (to
the extent set forth in the Resolution) are general obligations of the City and the City
has the power and is obligated to levy ad valorem taxes for the payment of the Bonds
and the interest thereon upon all property within the City which is subject to taxation by
the City.

The Bonds maturing on or before September 1, 2016, shall not be subject to
redemption prior to their respective stated maturities. The Bonds maturing on or after
September 1, 2017, shall be subject to redemption prior to maturity, at the option of
the City, from any available source of funds, commencing on September 1, 2016, at
a redemption price equal to the principal amount thereof together with accrued
interest thereon to the date fixed for redemption, without premium.

[Sinking fund redemption provisions to be added if term bonds are created by bidder]
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As provided in the Resolution, notice of redemption shall be given by the Paying Agent
by first class mail, not less than thirty (30) nor more than sixty (60) days prior to the
redemption date, to the respective owners of any Bonds designated for redemption at
their addresses appearing on the Bond registration books maintained by the Paying
Agent, but neither failure to receive such notice nor any defect in the notice so mailed
shall affect the sufficiency of the proceedings for redemption.

If this Bond is called for redemption and payment is duly provided therefor as specified
in the Resolution, interest shall cease to accrue hereon from and after the date fixed for
redemption.

The Bonds are issuable as fully registered Bonds, without coupons, in denominations of
$5,000 and any integral multiple thereof. Subject to the limitations and conditions and
upon payment of the charges, if any, as provided in the Resolution, Bonds may be
exchanged for a like aggregate principal amount of Bonds of other authorized
denominations and of the same maturity and interest rate.

This Bond is transferable by the Owner hereof, in person or by his attorney duly
authorized in writing, at said office of the Paying Agent in San Francisco, California,
but only in the manner and subject to the limitations provided in the Resolution, and
upon surrender and cancellation of this Bond. Upon registration of such transfer a
new Bond or Bonds, of authorized denomination or denominations, for the same
aggregate principal amount and of the same maturity and interest rate will be issued
to the transferee in exchange herefor.

The City and the Paying Agent may treat the Owner hereof as the absolute owner
hereof for all purposes, and the City and the Paying Agent shall not be affected by any
notice to the contrary.

The Resolution may be amended without the consent of the owners of the Bonds, but
only under the circumstances and to the extent set forth in the Resolution.

It is hereby certified that all of the things, conditions and acts required to exist, to have
happened or to have been performed precedent to and in the issuance of this Bond do
exist, have happened or have been performed in due and regular time and manner as
required by the laws of the State of California, and that the amount of this Bond,
together with all other indebtedness of the City, does not exceed any limit prescribed by
any laws of the State of California, and is not in excess of the amount of Bonds
permitted to be issued under the Resolution.

This Bond shall not be entitled to any benefit under the Resolution or become valid or
obligatory for any purpose until the Certificate of Authentication hereon shall have been
manually signed by the Paying Agent.
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Unless this Bond is presented by an authorized representative of The Depository Trust
Company, a New York corporation (DTC’) to the City or the Paying Agent for registration
of transfer, exchange or payment, and any Bond issued is registered in the name of
Cede & Co. or such other name as requested by an authorized representative of DTC
(and any payment is made to Cede & Co. or to such other entity as is requested by an
authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL in
as much as the registered owner hereof, Cede & Co., has an interest herein.

IN WITNESS WHEREOF, the City of Berkeley has caused this Bond to be executed in
its name and on its behalf with the facsimile signatures of its Mayor and its City
Treasurer and attested to by the facsimile signature of its City Clerk and its seal to be
reproduced hereon, all as of the Issue Date stated above.

CITY OF BERKELEY

By

Mayor

By

City Treasurer
(SEAL)

ATTEST:

City Clerk

PAYING AGENT’'S CERTIFICATE OF AUTHENTICATION

This is one of the Bonds described in the within-mentioned Resolution.

Authentication Date:
THE BANK OF NEW YORK TRUST
COMPANY, N.A., as Paying Agent

Authorized Signatory
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ASSIGNMENT

For value received the undersigned hereby sells, assigns and transfers unto

(Name, Address and Tax Identification or Social Security Number of Assignee)

the within-registered Bond and hereby irrevocably constitute(s) and appoints(s)

attorney, to transfer the same on the registration books of the City with full power of
substitution in the premises.

Dated:

Signature Guaranteed: Signature:

Note: Signature(s) must be guaranteed Note: The signature(s) on this

by a qualified guarantor. Assignment must correspond with the

name(s) as written on the face of the
within registered Bond in every
particular without alteration or
enlargement or any change
whatsoever.
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EXHIBIT B

FORM OF NOTICE OF SALE

OFFICIAL NOTICE OF SALE

$7,200,000*

CITY OF BERKLEY
(Alameda County, California)
General Obligation Bonds, Series 2008
(Measure I—Animal Shelter Project)

NOTICE IS GIVEN that the City of Berkeley (the “City’), Alameda County, California,
will receive “all-or-non€’bids pursuant to this Official Notice of Sale (the “Official Notice
of Sal€’) for the purchase of an issue of general obligation bonds of the City, in the
aggregate amount of $7,200,000 to be designated as the “City of Berkeley (Alameda
County, California) General Obligation Bonds, Series 2008 (Measure +Animal Shelter
Project) (the “Bonds)).

All bids must be submitted electronically only on Grant Street Group’s MuniAuction
(MuniAuction) website between 8:00 A.M. and 8:30 A.M., Pacific time (unless extended in
accordance with the Two-Minute Rule described under“BIDDING DETAILS’ below), on:

WEDNESDAY, JANUARY 9, 2008

The MuniAuction website is accessible via the auction link on the Grant Street Group
Home Page at either www.GrantStreet.com or www.MuniAuction.com.

The auction will begin at 8:00 A.M., Pacific Time. To bid via the MuniAuction website,
bidders must have (1) completed the registration form on Grant Street Group’s
MuniAuction website, and (2) requested and received admission to bid on the Bonds (as
described under“‘Registration and Admission to Bid’ below). The use of MuniAuction
shall be at the bidder's risk and expense, and neither the City, the City’s financial
advisor, Northcross, Hill & Ach (the “Financial Advisor’), nor Quint & Thimmig LLP (‘Bond
Counsel) shall have any liability with respect thereto. No fax or hand delivery bids will
be accepted.

Bidders are urged to check MuniAuction website for any change in the terms of
the sale or the date and time for the receipt of bids. Failure by the City to announce any
such change on any particular information or news service, or the failure of any such
information or news service to publish such change, does not affect the validity of such
change and therefore Bidders should check all sources.

* Preliminary, subject to change.
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This Official Notice of Sale is not a part of the POS (defined below). The inclusion of this
Official Notice of Sale as an attachment to the POS is for purposes of convenience only.

Amendment and Modification. The City reserves the right to amend this Official Notice
of Sale at any time prior to the bidding start time for the Bonds on Wednesday, January
9, 2008, by publishing such amendments on the Amendments Page of the MuniAuction
website.

Postponement. The City reserves the right to postpone, from time to time, the date
established for the receipt of bids. Any such postponement will be announced through
the Amendments Page of the MuniAuction website prior to any announced date for
receipt of bids. If any date fixed for the receipt of bids and the sale of the Bonds is
postponed, any alternative sale date will be announced via the Amendments Page of
the MuniAuction website at least 20 hours prior to such alternative sale date. On any
such alternative sale date, any bidder may submit a bid for the purchase of the Bonds in
conformity in all respects with the provisions of this Official Notice of Sale except for the
date of sale and except for the changes announced through MuniAuction.

The Bonds

The Bonds will be dated as of their date of delivery. The Bonds will be serial bonds or
term bonds as hereinafter described, and will be stated to mature on September 1 in
each year in the amounts as finally determined in accordance with this Official Notice of
Sale (see Bid Procedure and Award).

The Bonds will be issued in a book entry only system with no physical distribution of the
Bonds made to the public. The Depository Trust Company, New York, New York (DTC),
will act as depository for the Bonds which will be immobilized in its custody. The Bonds
will be registered in the name of Cede & Co., as nominee for DTC, on behalf of the
participants in the DTC system and the subsequent beneficial owners of the Bonds.
Individual purchases will be made in the maturities described below. Payments of
principal and interest to DTC shall be the responsibility of the Paying Agent (described
below) and disbursement of such payments to the beneficial owners shall be the
responsibility of DTC's direct participants or indirect participants. As of the date of award
of the Bonds, the successful bidder must either participate in DTC or must clear through
or maintain a custodial relationship with an entity that participates in DTC. The fees and
charges of DTC shall be borne by the successful bidder.
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The final principal amount of the Bonds and the final amount of each maturity of the
Bonds shall be subject to increase or reduction as described below under the heading
‘Adjustment of Principal Amounts” The preliminary maturity schedule is as follows:

Maturity Principal Maturity Principa
September  Amount September 1 Amount
1
2009 2024
2010 2025
2011 2026
2012 2027
2013 2028
2014 2029
2015 2030
2016 2031
2017 2032
2018 2033
2019 2034
2020 2035
2021 2036
2022 2037
2023

*Preliminary, subject to change.

The Bonds shall bear interest, calculated on a 30/360 day basis, at a rate or rates to
be fixed upon the sale thereof but not to exceed 12% per annum, payable
semiannually on each March 1 and September 1, commencing September 1, 2008.

Principal of the Bonds will be payable upon surrender at the office of The Bank of New
York Trust Company, N.A., Los Angeles, California (the Paying Agent). Interest on the
Bonds will be payable by check or draft mailed by first class mail to the owner at the
address listed on the registration books maintained by the Paying Agent for such
purpose.

Adjustment of Principal Amounts

Subject to law, the City reserves the right to increase or decrease the principal amount
of any maturity of the Bonds as the City deems advisable in order to accomplish its
financing objectives. No such adjustment will have the effect of altering the basis upon
which the best bid is determined. The City will attempt to maintain the compensation to
the successful bidder as a result of any increase or decrease to the principal amount of
the Bonds.
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Mandatory Redemption; Bidder’'s Right to Designate Term Bonds

Bidders may designate two or more consecutive maturities of Bonds as term bonds,
subject to the following limitations: (1) the final maturity date for the Bonds, including
any term bond, shall be September 1, 2037; (2) each term Bond shall bear a single
rate of interest; and (3) the term Bond(s) shall be subject to mandatory sinking fund
redemption by lot on September 1 of each year, commencing with the year following
the final serial bond maturity (or, if there is more than one term bond, the maturity
date of any term bond having an earlier maturity, as the case may be), with the
aggregate principal amount to be redeemed in each such year to be same as the
aggregate principal amount set forth in the above maturity table and with each such
redemption to be at a price equal to 100% of the principal amount to be redeemed
plus accrued and unpaid interest thereon to the date fixed for redemption but without
premium.

If no term Bonds are designated in the winning bid, the Bonds will mature serially as
shown in the preceding schedule.

Optional Redemption

The Bonds maturing on or before September 1, 2017, are not subject to redemption
prior to their respective stated maturities. The Bonds maturing on or after September 1,
2017, are subject to redemption prior to maturity, at the option of the City, from any
available source of funds, on any date on and after September 1, 2016, at a redemption
price equal to the principal amount thereof together with accrued interest thereon to the
date fixed for redemption, without premium.

If less than all of the Bonds shall be called for redemption, the particular Bonds or
portions thereof to be redeemed shall be called in such order as shall be directed by the
City and, in lieu of such direction, in inverse order of their maturity. Within a maturity, the
Paying Agent shall select the Bonds for redemption by lot; provided, however, that the
portion of any Bond to be redeemed shall be in the principal amount of five thousand
dollars ($5,000) or some integral multiple thereof and that, in selecting Bonds for
redemption, the Paying Agent shall treat each Bond as representing that number of
Bonds which is obtained by dividing the principal amount of such Bond by five thousand
dollars ($5,000).

Purpose

The Bonds are being issued by the City to finance a new Animal Shelter to replace the
existing shelter at the same location, at 2013 Second Street, in the City of Berkeley.
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Security

The Bonds are general obligations of the City and the City has the power and is
obligated to levy ad valorem taxes for the payment of the Bonds and the interest
thereon upon all property within the City subject to taxation by the City.

Municipal Bond Insurance and Credit Rating

The City has applied for commitments for municipal bond insurance policies from the
following:

Ambac Assurance Corporation (Ambac);

CIFG Assurance of North America (‘CIFG));
Financial Guaranty Insurance Company (FGIC));
Financial Security Assurance (FSA); and

MBIA Insurance Corporation (‘MBIA).

Such commitments, if and when received, shall provide for policies of municipal bond
insurance under such conditions and containing such terms as may be provided therein
or in the policies of respective insurers. Such commitments and/or policies as are
received are incorporated herein by reference.

If a commitment for insurance is received, the Bonds will be offered under an optional
bidding program, whereby bidders may bid for the Bonds with or without such insurance
(and if multiple commitments are received, specifying the insurer). In the event the
winning bidder elects to bid with municipal bond insurance, the premium for such
insurance and the costs of any related ratings will be paid by the bidder, and the
City will have no responsibility for payment of such premium and costs.

Interested bidders can view the identity of insurers from whom commitments have been
received and the cost of such insurance no later than the day before the date
established for submission of bids on the Amendments Page of the MuniAuction
website.

The City has received municipal bond credit ratings from Moody's Investors Service and
Standard & Poor’s Ratings Services of “Aa3’ and “AA-, respectively.

Type of Bids Allowed

Subject to the bid requirements described below, bids for the Bonds may be submitted
on an “all-or-non€’ basis only, whereby such bidder may submit a conforming bid for the
entire issue, and if such bid is accepted by the City, the bidder will be required to
purchase the entire issue in accordance with such bid. There will not be maturity-by-
maturity bidding.
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Interest Rates and Limitations

The Bonds will bear interest from their date of delivery, payable on March 1 and
September 1 of each year, beginning September 1, 2008, until maturity or in the case of
Bonds which shall be subject to redemption and which shall have been called for
redemption and payment of the redemption price shall have been made or shall have
been provided for, until the date fixed for redemption, at a rate or rates of interest to be
specified by the bidder, in a multiple or multiples of one-eighth (1/8) or one-twentieth
(1/20) of one per cent (1%); provided, however, that no rate of interest may be bid which
exceeds 12% per annum. No Bond shall bear more than one interest rate and all Bonds
of the same maturity shall bear the same rate. Each Bond must bear interest at the rate
specified in the bid from its date to its fixed maturity date. The rate on any maturity or
group of maturities shall not be more than 3% higher than the interest rate on any other
maturity or group of maturities.

Minimum Bid

The City will not accept any bid of less than % of the principal amount of the
Bonds plus accrued interest thereon to the date of their delivery. The foregoing
provision does not preclude original issue discount on the Bonds so long as the bid
is at least equal to % of the aggregate principal amount of the Bonds plus
accrued interest thereon to the date of their delivery. Each bid shall state the
premium or discount, if any, and the rate or rates not to exceed those specified
herein, at which the bidder offers to buy said Bonds. The purchase price of the
Bonds must be paid in funds which are immediately available to the City. Each
bidder shall state in his bid the total true interest cost in dollars, which shall be
considered informative only and not a part of the bid. Each bid must be in
accordance with the terms and conditions set forth herein. The winning bidder shall
deliver a certificate at settlement in such form as satisfactory to Bond Counsel with
respect to the initial offering prices or revised initial offering prices to the public
(excluding bond houses, brokers and others acting in the capacity of underwriters or
wholesalers) with respect to each maturity of the Bonds.

Registration and Admission to Bid

To bid via the MuniAuction website, bidders must have: (1) completed the registration
form on Grant Street Group's MuniAuction website and (2) requested and received
admission to bid on the Bonds. Bidders will be notified prior to the scheduled bidding
time of their eligibility to bid. Only NASD registered broker-dealers and dealer banks
with DTC clearing arrangements will be eligible to bid. Bidders who have previously
registered may call Grant Street Group's auction support at (412) 391-5555 (x370) for
their ID number or password.

No bid will be considered which does not offer to purchase all of the Bonds. Each bid
must specify an annual rate of interest and a dollar purchase price for the entire issue of
the Bonds.
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Bidding Details

Bidders should be aware of the following bidding details associated with the sale of
Bonds:

(1) All bids must be unconditional and submitted on the MuniAuction website at
www.MuniAuction.com. No fax or hand delivery bids will be accepted.

(2) Bidders may change and submit bids as many times as they like during the bidding
time period; provided, however, each and any bid submitted subsequent to a bidder’s
initial bid must result in a lower true interest cost (TIC) when compared to the
immediately preceding bid of such bidder. In the event that the revised bid does not
produce a lower TIC the initial bid will remain valid.

(3) The last bid submitted by a bidder before the end of the bidding time period will be
compared to all other final bids submitted by others to determine the winning bidder.

(4) During the bidding, no bidder will see any other bidders bid, but each bidder will see
the rank order of their bid relative to other bids (e.g, “LEADER;*COVER*THIRD PLACF’
etc.).

(5) Bidders will be able to see whether any bid has been submitted.

If a bid becomes a leading bid two (2) minutes prior to the scheduled end of the auction,
the time period for submission of bids will be automatically extended by two (2) minutes
from the time such new leading bid was received by MuniAuction (the “Two-Minute
Rul€’). The auction end time will continue to be extended, indefinitely, until a single
leading bid remains the leading bid for at least two minutes.

Rules of MuniAuction

The “Rules’of MuniAuction can be viewed on the MuniAuction website and are
incorporated herein by reference. Bidders must comply with the Rules of MuniAuction in
addition to the requirements of this Official Notice of Sale. Further information about
MuniAuction can be obtained from Grant Street Group, Inc., 429 Forbes Avenue, Suite
1800, Pittsburgh, PA 15219, Auction Support (412) 391-5555 (x370). To the extent
there is a conflict between the Rules of MuniAuction and this Official Notice of Sale, this
Official Notice of Sale shall control.

Bid Procedure and Basis of Award

Subject to the right reserved to the City to reject any or all bids, the Bonds will be sold to
the highest responsible bidder. The Bonds will be awarded to the bidder whose bid
produces the lowest true interest cost (TIC) for the City on the Bonds and otherwise
complies with this Official Notice of Sale. The TIC for the Bonds will be determined by
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doubling the semi-annual interest rate, compounded semiannually, necessary to
discount the semiannual debt service payments from the payment dates to the dated
date of the Bonds and to the aggregate purchase price, excluding interest accrued to
the date of delivery.

Bid Security

Each bidder must submit a cashier's check, treasurers check or a certified check drawn
on a solvent bank or trust company having a shareholders’ equity (i.e. capital, surplus
and undivided profits), however denominated, of not less than $70,000, or a financial
surety bond (a“Financial Surety Bond’) issued by FSA/SureBid, payable to the City of
Berkeley, in the amount of $70,000 (the “Deposit).

If the Deposit is evidenced by a check, the check must be submitted to the Financial
Advisor prior to the receipt of bids. If the Deposit is evidenced by a Financial Surety
Bond, the Financial Surety Bond must be submitted to the Financial Advisor prior to the
receipt of bids. A Financial Surety Bond must identify each bidder whose Deposit is
guaranteed by such Financial Surety Bond. The successful bidder is required to submit
its Deposit to the City by check conforming to the requirements stated above or by wire
transfer as instructed by the City not later than 11:00 A.Mm., Pacific Time, on the business
day following the sale date. If the Deposit is not received by that time, the City will draw
on the Financial Surety Bond to satisfy the Deposit requirement.

No interest on the Deposit will accrue to any bidder. The Deposit of the successful
bidder will be applied to the purchase price of the Bonds. In the event the successful
bidder fails to honor its bid, the Deposit plus any interest accrued on the Deposit will be
retained by the City. Any investment income earned on the Deposit will not be paid to
the successful bidder in the event that the City is unable to deliver the Bonds awarded
to the successful bidder provided under“Manner and Time of Delivery below. Deposits
accompanying bids not accepted by the City will be returned promptly.

Manner and Time of Delivery

The Deposit of the successful bidder will be applied to the purchase price of the Bonds.
If the successful bidder fails or neglects to complete the purchase of the Bonds when
the Bonds are tendered by the City for delivery, the amount of the Deposit will be
forfeited (as liquidated damages for non-compliance with the bid) to the City, except as
hereinafter provided. In that event the City may reoffer the Bonds for public or
negotiated sale. The successful bidder will not be required to accept delivery of the
Bonds if they are not tendered for delivery within sixty (60) days from the date herein
stated for opening bids. If the Bonds are not so tendered within said period of time, the
Deposit will be returned to the successful bidder upon request. However, the City
contemplates effecting delivery of the Bonds to the successful bidder on or about
January 31, 2008.
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Conditions of Closing

The enactment, at any time prior to the delivery of the Bonds, of Federal legislation
which, by repeal or omission of exemptions or otherwise, shall cause the interest on the
Bonds not to be excludable from gross income under section 103 of the Code, at the
election of the successful bidder, will entitle the successful bidder to the return of its bid
security deposited with the bid without interest thereon.

As a condition to the obligation of the successful bidder to accept delivery of and pay for
the Bonds, the successful bidder will be furnished the following documents:

(a) The opinion of Bond Counsel approving the validity of the Bonds and stating that,
under existing law, interest on the Bonds is excluded from gross income for federal
income tax purposes and is not an item of preference for purposes of the federal
alternative minimum tax imposed on individuals and corporations; however, noting that
with respect to corporations, such interest is taken into account in determining certain
income and earnings for the purpose of computing the alternative minimum tax imposed
on such corporations, and that such interest is also exempt from personal income taxes
of the State of California under present state income tax laws. Other federal tax
consequences to holders of the Bonds, if any, are not addressed in the opinion. A copy
of the opinion of Bond Counsel will be delivered with each Bond. No charge will be
made to the purchaser for such printing or certification.

(b) A certificate of the City certifying that on the basis of the facts, estimates and
circumstances in existence on the date of issue, it is not expected that the proceeds of
the Bonds will be used in a manner that would cause the Bonds to be arbitrage bonds;

(c) A certificate of the City, signed by officers and representatives of the City, certifying
that the officers and representatives have signed the Bonds whether by facsimile or
manual signature, and that they were respectively duly authorized to execute the same;

(d) The receipt of the Paying Agent evidencing the receipt of the purchase price of
the Bonds, including interest accrued to the date of delivery thereof;

(e) A certificate of the City, certifying that there is no known litigation threatened or
pending affecting the validity of the Bonds; and

(f) A certificate of the City, signed by an officer of the City, acting in his official capacity,
to the effect that at the time of the sale of the Bonds, and at all times subsequent
thereto up to and including the time of the delivery of the Bonds, the OS (defined below)
does not contain an untrue statement of a material fact or omit to state any material fact
necessary in order to make the statements made therein, in the light of the
circumstances under which they were made, not misleading, and further certifying that
the signatory knows of no material adverse change in the condition of the City which
would make it unreasonable for the purchaser of the Bonds to rely upon the OS in
connection with the resale of the Bonds.
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CUSIP Numbers

It is anticipated that CUSIP numbers will be printed on the Bonds, but neither the failure
to print such numbers on any Bond nor error with respect thereto shall constitute cause
for a failure or refusal by the purchaser thereof to accept delivery of and pay for the
Bonds in accordance with the terms of the purchase contract. All expenses of printing
CUSIP numbers on the Bonds and the CUSIP Service Bureau charge for the
assignment of said numbers shall be paid by the successful bidder.

Certification of Reoffering Price

The successful bidder shall be required, as a condition to the issuance of the Bonds, to
deliver to the City a certificate, in form and substance satisfactory to Bond Counsel,
stating (i) that, as of the date of award, the Bonds were expected to be reoffered in a
bona fide public offering, and (ii) the initial offering price at which a substantial amount
(at least 10%) of each maturity of the Bonds were expected to be sold to the public.

Continuing Disclosure

In order to assist bidders in complying with S.E.C. Rule 15¢2-12(b)(5), the City will
undertake, pursuant to the resolution authorizing issuance of the Bonds and a
Continuing Disclosure Agreement, to provide annual reports and notices of certain
events. A description of this undertaking is set forth in the POS (defined below) and will
also be set forth in the OS.

California Debt and Investment Advisory Commission and California PSA

The successful bidder will be required, pursuant to State law, to pay any fees to the
California Debt and Investment Advisory Commission and California PSA when due.

Preliminary and Final Official Statement

The City's Preliminary Official Statement (POS’), dated December 17, 2007, is available
for viewing in electronic format on the MuniAuction website. In addition, NASD
registered broker-dealers and dealer banks with DTC clearing arrangements may elect
to receive a photocopy of the POS in the mail by requesting it on the MuniAuction
website or by contacting the Financial Advisor, Northcross, Hill & Ach, 999 Fifth Avenue,
Suite 560, San Rafael, CA 94901, telephone (415) 506-3400 (www.nhainc.com). In
order to print a copy or request a photocopy of the POS from MuniAuction, click the
View POS’button on the MuniAuction Selections Page and follow the instructions. All
bidders must review the POS and certify that they have done so prior to participating in
the bidding.

The POS is deemed by the City to be final as of its date, for purposes of SEC Rule
15C2-12(b)(1) under the Securities Exchange Act of 1934, except for the omission of
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information concerning the offering price(s), interest rates(s), selling compensation,
aggregate principal amount of the Bonds, description of bond insurance, and any other
terms or provisions to be determined from the successful bid or depending on such
matters, and the identity of the underwriter(s). The POS is, however, subject to such
further revisions, amendments and completion in a final official statement the (OS’) as
may be necessary.

The City shall provide the successful bidder with up to 100 conformed copies of the OS
within seven (7) business days following the date of acceptance of the bid.

Miscellaneous

The City, at its own expense, will provide for preparation of the Bonds and will pay the
fees of the Paying Agent.

The Bonds will be delivered through the facilities of DTC at a mutually agreeable
location on or about January 31, 2008, or such later date as shall be determined by the
City. The actual time of day and place of such delivery shall be such as shall be
agreeable, mutually, to the City and to the successful bidder.

The right is reserved to reject any or all bids, and to waive any informality, mistake, error
or omission in any bid.

Additional Information

Additional information and the POS may be obtained from the Financial Advisor,
Northcross, Hill & Ach, 999 Fifth Avenue, Suite 560, San Rafael, CA 94901, telephone
(415) 506-3400 (www.nhallc.com). The Official Notice of Sale and the POS may be
viewed on the MuniAuction website. However, the City makes no assurance or
representation with respect to the form of the Official Notice of Sale and the POS on the
MuniAuction website, and no investment decision should be made in reliance thereon.
Additional information relating to the auction or a private bidding tutorial may be
obtained by calling the Grant Street Group's auction support at (412) 391-5555 (x370).

Dated: December 17, 2007
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EXHIBIT C

FORM OF NOTICE OF INTENTION

NOTICE OF INTENTION TO SELL BONDS

$7,200,000
(Approximate)

CITY OF BERKLEY
(Alameda County, California)
General Obligation Bonds, Series 2008
(Measure I—Animal Shelter Project)

NOTICE IS HEREBY GIVEN, pursuant to section 53692 of the California
Government Code, that the City of Berkeley, California (the “City’) invites bids for the
purchase of $7,200,000 (Approximate) City of Berkeley (Alameda County, California)
General Obligation Bonds, Series 2008 (Measure +Animal Shelter Project) (the
‘Bonds’). Bids will be received on

WEDNESDAY, JANUARY 9, 2008

between 8:00 A.M. and 8:30 A.M., Pacific time, electronically, through the facilities of
Grant Street Group/MuniAuction, and the sale will be awarded by the City within 26
hours after the expiration of the time prescribed for the receipt of bids. The sale of the
Bonds will be conducted upon the terms and conditions set forth in the Official Notice of
Sale for the Bonds. Such Official Notice of Sale and the Preliminary Official Statement
describing the Bonds will be distributed to prospective bidders upon request of the
financial advisor to the City, Northcross, Hill & Ach, LLC, 999 Fifth Avenue, Suite 560,
San Rafael, CA 94901, telephone (415) 506-3400, or from the Grant Street
Group/MuniAuction website. Bids will be entertained only from bidders to whom such
Official Notice of Sale and Preliminary Official Statement have been distributed.

Dated: December 21, 2007

[TO BE PUBLISHED IN THE BOND BUYER AND THE DAILY CALIFORNIAN
ON FRIDAY, DECEMBER 21, 2007, TO BE ARRANGED BY QUINT AND THIMMIG
LLP]
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Employment

For 2006, the EDD reports that within the County the average annual civilian labor force
numbered 745,900, employment numbered 712,800, unemployment numbered 33,100 and the
unemployment rate was 4.4% (March 2006 Benchmark data). Similar County statistics for 2002
through 2006 are shown in the following table, as well as selected industry totals for the same
time periods.

ALAMEDA COUNTY

Civilian Labor Force, Employment and Unemployment
Annual Averages

2002 2003 2004 2005 2006

Civilian Labor Force - 775,700 760,800 748,700 743,200 745,900
Employment 723,600 708,600 704,600 705,100 712,800
Unemployment 52,100 52,200 44,100 38,100 33,100
Unemployment Rate . 6.7% 6.9% 5.9% 5.1% 4.4%
Wage and Salary Employment :
Total, All Industries 711,000 719,500 699,600 693,800 687,700
Total Farm 800 900 800 600 700
Natural Resources, Mining & Constructlon 39,000- 41,300 39,700 40,500 42,000
Manufacturing 93,100 90,400 81,700 77,400 77,600
Trade, Transportation and Utilities 146,800 148,200 141,900 137,800 133,500
Wholesale Trade 44,500 45,800 43,000 41,300 40,200
Retail Trade 69,500 70,100 68,700 68,400 67,200
Transportation, Warehousmg and Utilities 32,900 32,300 30,200 28,100 26,600
Financial Activities 24,300 29,900 31,700 35,300 35,000
Real Estate and Rental and Leasing 10,500 11,100 10,800 10,900 10,500
Professional and Business Services 116,000 110,200 101,600 99,800 101,800

Source: California Employment Development Department. March 2006 Benchmark

The unemployment rate in the City was 4.2% in 2006. For the same period, the
unemployment rate was 4.4% for Alameda County, 4.9% for the State and 4.6% for the United
States.

The following table lists the major manufacturing and non-manufacturing employers in
the City:

CITY OF BERKELEY
Major Employers
(As of June 30, 2007)
Employer Type of Business Employees

University of California at Berkeley Education 13,551
Lawrence Berkeley National Laboratory Research 3,800
Alta Bates Medical Center Health Care 3,094
City of Berkeley Government 1,569
Bayer Corporation Pharmaceufical 1,300
Berkeley Unified School District Education 1,200
Kaiser Permanente Medical Group Health Care 700
Pacific Steel Casting Company Manufacturing 580
Andronico's Market Grocer _ 325
Berkeley City College Education 300

Source: City of Berkeley, Office of Economic Development.
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Building Activity

Historical building permit valuation for the City is shown below:

CITY OF BERKELEY
Residential Building Permit Valuation
2002-2006
(Dollars in Thousands)
: 2002 2003 2004 2005 2006
Permit Yaluation: '
New Single-family 2,116 5,485 4,148 2,764 4,682
New Multi-family 8,522 20,652 36,349 22,036 12,626
Res. Alterations/Additions 36,978 37 087 38,555 44,439 45,701
Total Residential 47,616 63,224 75,051 69,239 63,009
New Dwelling Units: _ .
Single Family 11 25 19 12 13
Multiple Family ‘ 99 263 316 193 127
Total, 110 288 335 205 140
Source: Construction Industry Research Board, Building Permit Summary
*Totals may not add due to rounding
CITY OF BERKELEY
Nonresidential Building Permit Valuation
2002-2006
(Dollars in Thousands)
2002 2003 2004 2005 2006
New Commercial 3,900 7,731 560 4512 2,610
New Industrial 10,059 5,150 0 12,300 0
New Other 2,108 25,464 2,296 2,770 4,280
Alterations/ Additions 21,203 15,085 16,474 29,306 14,974
Total 37,269 53,430 19,329 48,888 21,864

Source: Construction Industry Research Board, Building Permit Summary
*Totals may not add due to rounding
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Commercial Activity

The following table reflects the taxable retail sales in the City and the County from 1997
through 2005: :

CITY OF BERKELEY AND ALAMEDA COUNTY

Taxable Sales
1996-2005
{Dollars in Thousands)
City of Berkeley - Alameda County
Year Outlets Taxable Sales Qutlets Taxable Sales
1997 4,279 $1,102,957 40,730 $18,505,619
1998 4,217 1,173,318 40,211 19,221,688
1999 4,270 1,254,176 40,640 20,672,287
2000 4,267 1,359,434 40,866 23,763,516
2001 4,287 1,347,567 . 41,079 22,278,085
2002 4,334 1,279,942 41,430 21,264,629
2003 4,456 1,248,889 42 550 21,375,029
2004 4,554 1,256,273 42,329 22,996,365
2005 (1) 4,562 1,276,011 42,792 24,242 981

Source: State Board of Equalization.
{1) Latest available full-year data.

Effective Buying Income

“Effective Buying Income” is defined as personal income less personal tax and nontax
payments, a number often referred to as “disposable” or “after-tax” income. Personal income is
the aggregate of wages and salaries, other than labor-related income (such as employer
contributions to private pension funds), proprietor’s income, rental income (which includes
imputed rental income of owner-occupants of non-farm dwellings), dividends paid by
corporations, interest income from all sources and transfer payments (such as pensions and
welfare assistance). Deducted from this total are personal taxes (federal, state and local, nontax
payments fines, fees, penalties, etc.) and personal contributions to social insurance. According
to U.S. government definitions, the resultant figure is commonly known as “disposable personal
income.”
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The following table summarizes the total Effective Buying Income and Median
Household Effective Buying Income for the County, the State and the United States for the
period 2002 through 2006.

Total Effective Buying Median Household
Income Effective
{000s Omitted) Buying Income

2002 .
Alameda County $ 32,573,251 $ 49,574
California 647,879,427 42,454
United States 5,340,682,818 38,035
2003
Alameda County $ 34,029,805 $ 50,431
California 674,721,020 42,924
United States 5,466,880,008 38,201
2004 ,
Alameda County $ 34,827,010 - $51,415
California 705,108,410 43,915
United States 5,692,909,567 39,324
2005
Alameda County $ 34,772,823 $ 52,295
California 720,798,106 44,681
United States 5,894,663,364 40,529
2006
Alameda County 35,772,897 53,171
California 764,120,962 46,275
United States 6,107,092,243 41,255
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Comparative Financial Statements

The following table reflects the City’s General Fund financial statements for fiscal years
2002-03 through 2006-07 and adopted budget for fiscal year 2007-08.

CITY OF BERKELEY
. General Fund
" Fiscal Years 2002-03 through 2007-08

($ in Thousands)
, Adopted
Actual Actual Actual Actual Actual Budget
2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
REVENUES: '
Taxes $77,225 $ 79,894 $ 87,793 $93,078 $ 99,340 $ 97,540
‘Licenses and Permits 158 164 240 297 236 280
Fines and Forfeitures 6,948 8,109 ‘8,981 9,801 12,423 11,278
Franchises 1,218 1,393 1,437 1,532 1,686 1,721
Rents 134 140 131 132 120 117
Interest 3,010 1,458 2,980 3,469 5,308 4,801
Subvention and Grants 6,861 5,224 7,141 6,545 8,900 9,397
Service Fees 4,780 6,261 5,279 5,354 5,686 5470
Transfers In/QOther © 7,767 7,716 8,670 - 11,548 7,361 7,369
Total Revenues $108,101 $110,359 $122,652 $131,756 $141,060 $137,973
EXPENDITURES:
General Government $ 20,753 $21,529 $ 21,337 $ 26,527 $ 27,998 $32,143
Highways and Streets 627 581 561 598 550 2,537
Public Safety 53,554 53,903 58,120 65,070 66,895 69,317
Community Development 5,922 5,410 5,588 2,611 2,990 3,678
Health and Human Services 8,573 8,709 8,683 8,960 9,087 10,154
Economic Development 1,610 1,519 1,238 1,434 1,457 1,720
Culture-Recreation . 4,778 4,807 4,692 4524 4,710 5,208
Non-departmental 0 .0 0 0 0 0
Debt Service 438 567 559 1,112 1,236 1,246
Transfers Qut/Other 12,942 12,177 13,342 16,383 19,174 19,108
Total Expenditures $109,197 $109,202 $114,120 $127,219 $134,007 $145,111
Excess revenues over (under) (1,096) 1,157 8,532 4,537 6,963 - (7,139)
expenditureg
Fund balance, July 1 26,455 25,359 27,952 33,999 38,536 45,347
Prior period adjustment 0 1,436 (2,485) (VI (152) 0
Fund balance, June 30 $25,359 $27,952 $33,999 $38,536 $45,347 $38,208

Source: City of Berkeley.
(1} Respective comprehensive annual audited financial reports of the City.
(2} Final figures submitted for audit review.

City Debt
Short-Term Debt. On October 30, 2007, the City issued $25,000,000 2007-08 Tax and

Revenue Anticipation Notes (the “2007 Notes”). The 2007 Notes will mature on October 29,
2008. _
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Long-Term Debt. As of June 30, 2006, long-term obligations of the City were as follows:

CITY OF BERKELEY
Long-Term Obligations
Balance As of June 30, 2006

Payments
Due . _
Year Tax Certificates Lease Pension General
Ending Allocation of Capital Revenue Obligation Obligation
{June 30) Loans Bonds Participation  Leases Bonds Bonds Bonds
2007 $ 403,514 $1,003,365 $ 1,508,346 $ 498,513 $1,086,733 $ 964,313 $ 5,399,725
2008 408,596 1,007,665 1,511,721 498,513 1,089,732 853,925 5,407,046
2009 412,184 1,007,095 1,884,847 498,513 -~ 1,091,747 756,938 5,407,569
2010 376,730 1,008,335 1,885,196 0 1,082,878 672,275 5,397,060
2011 379,731 1,007,935 1,884,946 0 1,083,267 605,500 5,400,265
Subtotal $1,980,755 $5,034,395 $8.,675,056 $1,495,539 $5,434,357  $3,852,950 27,011,665
Thereafter 4,515,599 4,647,263 41,506,058 116,518 16,735,784 2,701,910 83,589,199
Less: Interest (834,181)  (1,998,658) (22,231,114) (250,406) (8,605,141)  (1,374,860) (42,685,864)

Total $5,662,173 $7,683,000 $27,950,000 $1,361,651 $13,565,000  $5,180,000 $67,915,000

Source: City of Berkeley Finance Department.

Loans. The City currently has three outstanding Harbor Construction Loans with the
California Department of Navigation and Ocean Development for the purpose of marina
berthing rehabilitation. The City also has an outstanding Street Light Conversion Loan with the
California Energy Commission for lighting efficiency improvements.

Tax Allocation Bonds. In October 2005, the City of Berkeley Redevelopment Agency
issued its West Berkeley Redevelopment Project Tax Allocation Refunding Bonds to defease its
outstanding 1996 and 1997 Redevelopment Bonds and finance additional housing projects. The
2005 Bonds have a final maturity in June 2015.

The City of Berkeley Redevelopment Agency issued in December 2001 $600,000 tax
allocation bonds secured by tax increment in the Savo Island Project Area. Final maturity of the
bonds is September 1, 2025, with interest and principal paid semi-annually each March 1 and
September 1.

Certificates of Participation. In March, 2003, the City issued its $27,950,000, 2003
Certificates of Participation (Building Acquisition and Improvement Projects). The 2003
Certificates mature in 2033.

Capital Leases. The City has several outstanding lease purchase contracts for the
acquisition of library check out equipment and fire engines.

Lease Revenue Bonds. The Berkeley Joint Powers Financing Authority issued parking
revenue bonds in August 2005, in the aggregate principal amount of $5,620,000 to refund
Authority’s 1994 Lease Revenue Bonds, and to finance additional construction.

In October 1999, the Berkeley Joint Powers Financing Authority issued $9,125,000 in
lease revenue bonds to fund two projects. The proceeds are anticipated to be used to acquire a
park property and make improvements and to acquire the Berkeley Repertory Theater upon
completion in 2001. The final maturity for the bonds is October 1, 2029.

Pension Obligation Bonds. On May 28, 1998, the City issued $12,415,000 in pension
refunding bonds to refund the City's outstanding $27,320,000 certificates of participation
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originally issued on February 1, 1989 to finance the Safety Members Pension Fund. The final
- maturity for the bonds is June 1, 2018,

General Obligation Bonds. Following issuance of the Bonds of this issue, the outstanding
general obligation bonds of the City will be the Bonds, the City’s $4,340,000 City of Berkeley
(Alameda County, California) General Obligation Refunding Bonds, 2007 Series A, the City’s
$41,245,000 City of Berkeley (Alameda County, California) General Obligation Refunding
Bonds, 2007 Series B, and the City’s $17,865,000 City of Berkeley (Alameda County, California)
2002 General Obligation Refunding Bonds. The following table reflects the total debt service
schedules for all general obligation bonds following issuance of the Bonds of this issue.

Year :
Ending 2002 2007 A 2007 B 2008
Sept. 1 Bonds © Bonds Bonds Bonds Total

2008

2009

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

2022

2023

2024

2025

2026

2027

2028

2029

Special Tax Bonds. In 2000, the City received voter authorization to issue $9,750,000 in
special tax bonds secured a community facilities district encompassing all parcels located within
the City boundaries. The bonds were issued in June 2002 with proceeds used to purchase
disaster fire protection equipment and a storage facility for the equipment. Final maturity of the
bonds is September 2021. As part of the voter authorization for the special tax bonds, the City
terminated the balance of the general obligation bond authorization remaining on the 1992
authorization.

Statement of Direct and Overlapping Debt

Set forth below is a direct and overlapping debt report (the “Debt Report”) prepared by
California Municipal Statistics, Inc. and dated December 1, 2007. The Debt Report is included
for general information purposes only. The City has not reviewed the Debt Report for
completeness or accuracy and makes no representations in connection therewith.

The Debt Report generally includes long term obligations sold in the public credit
markets by public agencies whose boundaries overlap the boundaries of the City in whole or in
part. Such long term obligations generally are not payable from revenues of the City (except as
indicated) nor are they necessarily obligations secured by land within the City. In many cases
long term obligations issued by a public agency are payable only from the general fund or other
revenues of such public agency.
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CITY OF BERKELEY
Statement of Direct and Overlapping Debt

[TO COME]

Source: California Municipal Statistics, Inc.
Property Tax Information

Taxable property located in the City has a 2007-08 assessed value of approximately
$12,341,816,949. All taxable property is assessed using full cash value as defined by Article XIII
A of the State Constitution. State law provides exemptions from ad valorem property taxation
for certain classes of property such as churches, colleges, non-profit hospitals, and charitable
institutions. State law also exempts from taxation $7,000 of the full cash value of an owner-
occupied dwelling provided that the owner files for such exemption. This exemption does not
result in any loss of revenue to local agencies, since the State reimburses local agencies for the
value of the exemptions.

The assessment of all property and levy and collection of local property taxes is required
to be performed for the City by the County. City property taxes are assessed and collected by
the County at the same time and on the same rolls as county, special district, and city property
taxes. The valuation of secured property and a statutory tax lien is established as of January 1
and is subsequently equalized in August of each year. The resulting secured property tax is
payable in two equal installments due November 1 and February 1, and payments become
delinquent on December 10 and April 10, respectively. Taxes on unsecured property (personal
property and leasehold) are due on August 31 of each year. Taxes on unsecured property are
levied at the preceding fiscal year’s tax rate and become delinquent on October 31.

Future assessed valuation growth allowed under Article XIII A (as a result of new
construction, certain changes of ownership, and increases in the cost of living of up to 2% per
year) will be allocated on the basis of “situs” among the jurisdictions that serve the tax rate area
within which the growth occurs. Local agencies will share the growth of “base” revenues from
the tax rate area. Each year’s growth allocation becomes part of each agency’s allocation in the
following year. The availability of revenue from growth in an agency tax bases is affected by the
existence or establishment of redevelopment agencies which, under certain circumstances, may
be entitled to such revenues.

For assessment and collection purposes, property is classified as either “secured” or .
“unsecured” and is listed accordingly on separate parts of the assessment roll. The “secured
roll” is that part of the assessment roll containing State-assessed property and real property
having a tax lien which is sufficient, in the opinion of the assessor, to secure payment of the
taxes. Unsecured property comprises all property not attached to land such as personal
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property, business inventories, boats and airplanes. Unsecured property is assessed on the
“unsecured roll.”

Taxation of State-Assessed Utility Property

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

Recent changes in the California electric utility industry structure and in the way in
which components of the industry are regulated, including the sale of electric generation assets
to largely unregulated, nonutility companies, may affect how utility assets are assessed in the

- future, and which local agencies are to receive the property taxes. The City is unable to predict
the impact of these changes on its utility property tax revenues, or whether future legislation or
litigation may affect the State’s methods of assessing utility property and allocating tax
revenues to local taxing agencies.

Tax Levies, Collections and Delinquencies

Taxes are levied for each fiscal year on taxable real and personal property which is
situated in the City as of the preceding January 1. A supplemental roll is developed when
property changes hands, which produces additional revenue.

A ten percent penalty attaches to any delinquent payment for secured roll taxes. In
addition, property on the secured roll with respect to which taxes are delinquent becomes tax-
defaulted. Such property may thereafter be redeemed by payment of the delinquent taxes and
the delinquency penalty, plus a redemption perialty to the time of redemption. If taxes are
unpaid for a period of five years or more, the property is subject to auction sale by the County
Tax Collector.

In the case of unsecured property taxes, a 10% penalty attaches to delinquent taxes on
property on the unsecured roll, and an additional penalty of 1.5% per month begins to accrue
beginning November 1st of the fiscal year, and a lien is recorded against the assessee. The
taxing authority has four ways of collecting unsecured personal property taxes: (1) a civil action
against the taxpayer; (2) filing a certificate in the office of the County Clerk specifying certain
facts in order to obtain a judgment lien on specific property of the taxpayer; (3) filing a
certificate of delinquency for recording in the County Recorder’s office in order to obtain a lien
on specified property of the taxpayer; and (4) seizure and sale of personal property,
improvements or possessory interests belonging or assessed fo the assessee,

The County levies (except for levies to support prior voter-approved indebtedness) and
collects all property taxes for property falling within that county’s taxing boundaries.
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The following is a table summarizing the historical and current assessed valuation of the

City.
CITY OF BERKELEY
Assessed Valuation
Total Assessed
Fiscal Year Local Secured Utility Unsecured Valuation

1997-98 $5,361,809,315 $4,047,790 $306,875,197 $ 5,705,950,670
1998-99 5,615,630,799 4,333,802 330,102,429 5,950,067,030
1999-00 6,041,217,058 4,016,481 343,244,408 6,388,477 946
2000-01 6,494,200,455 2,639,989 370,967,675 6,867,808,119
2001-02 6,990,750,147 2,622,621 399,694,699 7,392,967 437
2002-03 7,646,957,900 2,463,388 391,087,713 - 8,040,509,001
2003-04 8,251,039,596 4,526,768 402,174,941 8,655,741,305
2004-05 8,687,909,495 3,075,097 571,603,260 9,262,587,852
2005-06 9,382,514,077 2,520,396 574,137,169 9,959,171,642
2006-07 10,377,045,760 2,335,203 592,977,821 10,972,358,784
2007-08 11,698,921,960 1,324,910 641,570,079 12,341,816,949

Source: City of Berkeley and Alameda County Office of the Auditor-Controller.

The property tax levies and collections for the City for 1995-96 through 2006-07 are
shown in the following table:

CITY OF BERKELEY
Property Tax Levies and Collections
{Dollar amounts in thousands)

Total Taxes Total Taxes Percentage of Levy
Fiscal Year Levied (1) Collected Uncollected
1995-96 $18,300 $17,787 2.81%
1996-97 ' 19,439 18,863 2.96
1997-98 22,608 22,023 2.59
1998-99 20,382 19,873 2.50
1999-00 21,633 21,193 2.03
2000-01 23,339 22,854 2.08
2001-02 24,936 24,304 2.53
2002-03 26,792 26,076 2.67
2003-04 28,034 27,397 2.31
2004-05 29,970 29,384 1.95
2005-06 32,679 _ 31,909 2.40

2006-07

Source: Alameda County Office of the Auditor-Controller.
(1) Levies include secured and unsecured property.
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Tax Rates

The table below shows historical property tax rates within the City:

CITY OF BERKELEY
- Historical Property Tax Rates
Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal
Year Year Year Year Year Year
; 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
County-wide Rate 1.0000% 1.0000% 1.0000% 1.0000%  1.0000%
Other Districts(1) 0.0149 0.0136 0.0133 0.0177 0.0525
Schools 0.1576 01887 0.1873 0.1664 0.1624
City (exclusive of schools} 0.0750 0.0725 0.0725 0.0650 0.0203
TOTAL .1.2475% 1.2748% 1.2731% 1.2491% 1.2352

Source: California Municipal Statistics, Inc.
(1) Other Districts include East Bay Regional Park District and Bay Area Rapid Transit District.

Principal Taxpayers

The twenty largest taxpayers in the City, as shown on the 2007-08 secured tax roll, and
the amounts of their assessed valuation for all taxing jurisdictions within the City, are shown
below. Assessed valuation for the twenty largest taxpayers amounted to $ , or
approximately % of the City’s total 2007-08 secured assessed value of §

CITY OF BERKELEY
Largest 2006-07 Local Secured Taxpayers

2006-07
Assessed % of
Property Owner Primary Land Use Valuation Total{1)

W NS T RN =

[y
—_

12.

Source: California Municipal Statistics, Inc.
(1) 2007-08 Local Secured Assessed Valuation: $
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CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING CITY REVENUES
-AND APPROPRIATIONS

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

Article XITIA of the California Constitution

. On June 6, 1978, California voters approved Proposition 13, which added Article XIITA
to the California Constitution (“Article XIIIA”). Article XIIIA limits the amount of any ad
valorem taxes on real property to 1% of the full cash value thereof, except that additional ad
valorem taxes may be levied to pay debt service on indebtedness approved by the voters prior to
July 1, 1978 and (as a result of an amendment to Article XIIIA approved by California voters on
June 3, 1986) on bonded indebtedness for the acquisition or improvement of real property
which has been approved on or after July 1, 1978 by two-thirds of the voters voting on such
indebtedness. Article XIITA defines full cash value to mean “the county assessor’s valuation of
real property as shown on the 1975-76 tax bill under ‘full cash value,’ or thereafter, the
appraised value of real property when purchased, newly constructed, or a change in ownership
has occurred after the 1975 assessment.” This full cash value may be increased at a rate not to
exceed 2% per year until new construction or a change of ownership occurs.

Article XIITA has subsequently been amended to permit reduction of the “full cash
value” base in the event of declining property values caused by substantial damage, destruction
or other factors, to provide that there would be no increase in the “lull cash value” base in the
event of reconstruction of property damaged or destroyed in a disaster, and in various other
minor or technical ways. '

Legislation Implementing Article XIIIA

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

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

Beginning in fiscal year 1981-82, assessors in California no longer record property values
on tax rolls at the assessed value of 25% of market value which was expressed as $4 per $100 of
assessed value. All taxable property is now shown at 100% of assessed value on the tax rolls.
Consequently, the tax rate is expressed as $1 per $100 of taxable value. All taxable property
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value included in this Official Statement is shown at 100% of taxable value (unless noted
differently) and all tax rates reflect the $1 per $100 of taxable value.

Article XIIIB of the California Constitution

An initiative to amend the California Constitution entitled “Limitation of Government
Appropriations,” was approved on November 6, 1979, thereby adding Article XIIIB to the
California Constitution (“Article XIIIB”). Under Article XIIIB, state and local governmental
entities have an annual “appropriations limit” and are not permitted to spend certain moneys
which are called “appropriations subject to limitation” (consisting of tax revenues, state
subventions and certain other funds) in an amount higher than the appropriations limit. Article
XIIIB does not affect the appropriation of moneys which are excluded from the definition of
“appropriations subject to limitation,” including debt service on indebtedness existing or
authorized as of January 1, 1979, or bonded indebtedness subsequently approved by the voters.
In general terms, the appropriations limit was originally to be based on certain fiscal year 1978-
79 expenditures, and adjusted annually to reflect changes in consumer prices, populations, and
services provided by these entities. Among other provisions of Article XIIIB, if these entities’
revenues in any consecutive two-year period exceed the amounts permitted to be spent, the
excess would have to be returned by revising tax rates or fee schedules over the subsequent two
years. In the event the City receives any proceeds of taxes in excess of the allowable limit, the
City may implement an existing procedure to concurrently increase the City’s appropriations
limit and decrease the State’s allowable limit, thus nullifying the need for any return. Certain
features of Article XIIIB were modified by Proposition 111 in 1990 (see “—Proposition 111"
below).

Proposition 62

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

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

Proposition 111
On June 5, 1990, the voters of California approved the “Traffic Congestion Relief and

Spending Limitation Act of 1990 (“Proposition 111"), which modified the Constitution to alter
the Article XIIIB spending limit. Proposition 111 took effect on July 1, 1990.
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The most significant provisions of Proposition 111 are summarized as follows:

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

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

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

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

Proposition 218

On November 5, 1996, the voters of the State approved Proposition 218, the so-called
“Right to Vote on Taxes Act.” Proposition 218 added Articles XIIIC and XIIID to the State
Constitution, which contain a number of provisions affecting the ability of local agencies to levy
and collect both existing and future taxes, assessments, fees and charges. Among other things,
Article XIIIC establishes that every tax is either a “general tax” (imposed for general
governmental purposes) or a “special tax” (imposed for specific purposes); prohibits special
purpose government agencies from levying general taxes; and prohibits any local agency from
imposing, extending or increasing any special tax beyond its maximum authorized rate without
a two-thirds vote. Article XIIIC also provides that no tax may be assessed on property other
than ad valorem property taxes imposed in accordance with Articles XIII and XIIIA of the
California Constitution and special taxes approved by a two-thirds vote under Article XIIIA,
Section 4.

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

Article XIIID deals with assessments and property-related fees and charges. Article

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

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

Future Initiatives

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

LEGAL MATTERS
Legality for Investment in California

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

Absence of Litigation

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

Legal Opinion

The legal opinion of Bond Counsel approving the validity of the Bonds will be supplied
to the original purchasers of the Bonds without cost. A copy of the legal opinion, certified by the
official in whose office the original is filed, will be attached to each Bond.

Bond Counsel’s employment is limited to a review of the legal proceedings required for
authorization of the Bonds and to rendering an opinion as to the validity of the Bonds and the
exclusion from gross income of interest on the Bonds. The opinions of Bond Counsel will not
consider or extend to any documents, agreements, representations, offering circulars, official
statements or other material of any kind concerning the Bonds.

TAX MATTERS

Federal tax law contains a number of requirements and restrictions which apply to the
Bonds, including investment restrictions, periodic payments of arbitrage profits to the United
States, requirements regarding the proper use of bond proceeds and the facilities financed
therewith, and certain other matters. The City has covenanted to comply with all requirements
that must be satisfied in order for the interest on the Bonds to be excludable from gross income
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for federal income tax purposes. Failure to comply with certain of such covenants could cause
interest on the Bonds to become includable in gross income for federal income tax purposes
retroactively to the date of issuance of the Bonds.

Subject to the City’s compliance with the above-referenced covenants, under present
law, in the opinion of Quint & Thimmig LLP, San Francisco, California, Bond Counsel, interest
on the Bonds is excludable from the gross income of the owners thereof for federal income tax
purposes, and is not included as an item of tax preference in computing the federal alternative
minimum tax for individuals and corporations. Interest on the Bonds is taken into account,
however, in computing an adjustment used in determining the federal alternative minimum tax
for certain corporations. The Internal Revenue Code of 1986, as amended (the “Code”), includes
provisions for an alternative minimum tax (“AMT”) for corporations in addition to the
corporate regular tax in certain cases. The AMT, if any, depends upon the corporation’s
alternative minimum taxable income ("AMTI"), which is the corporation’s taxable income with
certain adjustments. One of the adjustment items used in computing the AMTI of a corporation -
(with certain exceptions) is an amount equal to 75% of the excess of such corporation’s
“adjusted current earnings” over an amount equal to its AMTI (before such adjustment item
and the alternative tax net operating loss deduction). “Adjusted current earnings” would
include all tax exempt interest, including interest on the Bonds.

In rendering its opinion, Bond Counsel will rely upon certifications of the City with
respect to certain material facts within the City’s knowledge. Bond Counsel’s opinion represents
its legal judgment based upon its review of the law and the facts that it deems relevant to
render such opinion and is not a guarantee of a result.

Ownership of the Bonds may result in collateral federal income tax consequences to
certain taxpayers, including, without limitation, corporations subject to the branch profits tax,
financial institutions, certain insurance companies, certain S corporations, individual recipients
of Social Security or Railroad Retirement benefits and taxpayers who may be deemed to have
incurred (or continued) indebtedness to purchase or carry tax-exempt obligations. Prospective
purchasers of the Bonds should consult their tax advisors as to applicability of any such
collateral consequences.

The issue price (the “Issue Price”) for the Bonds is the price at which a substantial
amount of the Bonds is first sold to the public. The Issue Price of a maturity of the Bonds may be
different from the price set forth, or the price corresponding to the yield set forth, on the cover
page hereof.

There are or may be pending in the Congress of the United States legislative proposals,
including some that carry retroactive effective dates, that, if enacted, could alter or amend the
federal tax matters referred to above or adversely affect the market value of the Bonds. It cannot
be predicted whether or in what form any such proposal might be enacted or whether, if
enacted, it would apply to bonds issued prior to enactment. Prospective purchasers of the
Bonds should consult their own tax advisors regarding any pending or proposed federal tax
legislation. Bond Counsel expresses no opinion regarding any pending or proposed federal tax
legislation. :

The Internal Revenue Service (the “Service”) has an ongoing program of auditing tax-
exempt obligations to determine whether, in the view of the Service, interest on such tax-
exempt obligations is includable in the gross income of the owners thereof for federal income
tax purposes. It cannot be predicted whether or not the Service will commence an audit of the
Bonds. If an audit is commenced, under current procedures the Service will treat the City as the
taxpayer and the Bondholders may have no right to participate in such procedure. The
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commencement of an audit could adversely affect the market value and liquidity of the Bonds
until the audit is concluded, regardless of the ultimate outcome.

In the further opinion of Bond Counsel, interest on the Bonds is exempt from California
personal income taxes.

Owners of the Bonds should also be aware that the ownership or disposition of, or the
accrual or receipt of interest on, the Bonds may have federal or state tax consequences other
than as described above. Bond Counsel expresses no opinion regarding any federal or state tax
consequences arising with respect to the Bonds other than as expressly described above.

RATINGS

Moody’s Investor’s Service (“Moody’s”) and Standard & Poor’s Ratings Services
("S&P”) have assigned the Bonds the ratings of “__"” and “___,” respectively. Such ratings
reflect only the view of such organizations and an explanation of the significance of such ratings
may be obtained from them as follows: Moody’s Investors Service, Seven World Trade Center,
New York, New York 10007, (212) 553-0300, and Standard & Poor’s Credit Ratings Services, 55
Water Street, New York, New York 10041, (212) 208-8000. Such ratings are not a
recommendation to buy, sell or hold the Bonds. There is no assurance that such ratings will
continue for any given period of time or that they will not be revised, either downward or
upward, or withdrawn entirely by Moody’s or S&P, if in its judgment, circumstances so
warrant. The City undertakes no responsibility to oppose any such revision or withdrawal. Any
such downward revision or withdrawal may have an adverse effect on the market price of the
Bonds.

UNDERWRITING

The Bonds are being purchased by (the “Underwriter”). The Underwriter
has agreed to purchase the Bonds at a price of {which represents the aggregate
principal amount of the Bonds of $ ; plus a net premium of $§ , less an
underwriter’s discount of $ ). The Underwriter may offer and sell the Bonds to
certain dealers and others at prices different from the prices stated on the inside cover page of
this Official Statement. The offering prices may be changed from time to time by the
Underwriter.

CONTINUING DISCLOSURE

The City has covenanted in the Continuing Disclosure Certificate for the benefit of
holders of the Bonds to provide, or cause to be provided no later nine months after the end of
each fiscal year, commencing with the Fiscal Year ending June 30, 2007, to (a) each Nationally
Recognized Municipal Securities Information Repository (a “National Repository”), and (b} to
the appropriate state information repository for the State of California, if any (a “State
Repository”) certain “annual financial information” as described in the Rule with respect to the
City relating to the immediately preceding Fiscal Year of the City, operating data, including the
- audited financial statements of the City for the immediately preceding Fiscal Year prepared in
accordance with generally accepted accounting principles, if available, as may be reasonably
available and information of the type set forth in this Official Statement under the heading
“CITY FINANCIAL INFORMATION.” In addition, the City has agreed to provide, or cause to
be provided, to each National Repository or the Municipal Securities Rulemaking Board (the
- “MSRB”) and a State Repository, if any, in a timely manner notice of the following “Listed
Events” if determined by the City to be material: (i) principal and interest payment
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delinquencies; (ii) nonpayment-related defaults; (iii) unscheduled draws on the debt service
reserves reflecting financial difficulties; (iv) unscheduled draws on credit enhancements
reflecting financial difficulties; (v) substitution of or failure to perform by any credit provider;
(vi) adverse tax opinions or events affecting the tax-exempt status of the Bonds; (vii)
modifications to rights of holders of the Bonds; (viii) bond calls; (ix) defeasances; (x) release,
substitution, or sale of property securing repayment of the Bonds; and (xi) rating changes. In
addition, the City covenants in a timely manner, to provide or cause to be provided to each
National Repository or to the MSRB, and to the appropriate State Repository, if any, notice of
the failure of the City to provide annual financial information.

These covenants have been made in order to assist the underwriter in complying with
the Rule. The City has never failed to comply in all material respects with any previous
undertakings with regard to said Rule to provide annual reports or notices of material events.

The City’s obligations under the Continuing Disclosure Certificate with respect to
continuing disclosure shall terminate upon payment in full of all of the Bonds. If such
termination occurs prior to the final maturity of the Bonds, the City shall give notice of such
termination in the same manner as for a Listed Event.

This Official Statement has been issued by the City. This Official Statement is not to be
construed as a contract or agreement between the City and the purchasers or owners of any of
the Bonds. '

CITY OF BERKELEY
By /s/ Phil Kamlarz
City Manager
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APPENDIX A

FOiRM OF FINAL OPINION OF BOND COUNSEL

[Letterhead of Quint & Thimmig LLP]
[Closing Date]

City Council

City of Berkeley

2180 Milvia Street
Berkeley, California 94704

. OPINION: $7,200,000* City of Berkeley (Alameda County, Californiaj General Obligation
. Bonds, Series 2008 (Measure I—Animal Shelter Project)

Members of the City Council:

We have acted as bond counsel in connection with the issuance by the City of Berkeley (the
“City”) of the $7,200,000* City of Berkeley (Alameda County, California) General Obligation Bonds, Series
2008 (Measure I—Animal Shelter Project), dated January 31, 2008 (the “Bonds”), pursuant to Chapter 4
(commencing with Section 43600) of Division 4 of Title 4 of the California Government Code (the “Act”),
and a resolution adopted by the City Council of the City on December 4, 2007 (the “Resolution”). We
have examined the law and such certified proceedings and other papers as we deem necessary to render
this opinion. '

As to questions of fact material to our opinion, we have relied upon representations of the City
contained in the Resolution and in the certified proceedings and certifications of public officials and -
others furnished to us, without undertaking to verify the same by independent investigation.

Based upon the foregoing, we are of the opinion, under existing law, as follows:

1. The City is duly organized and validly existing as a chartered city and municipal corporation
under the Constitution and laws of the State of California, with the power to adopt the Resolution,
perform the agreements on its part contained therein and issue the Bonds.

2. The Bonds are valid and binding general obligations of the Cify.

3. The City has the power, is obligated and in the Resolution has covenanted to levy ad valorem
taxes upon all property within the City which is subject to taxation by the City, without limitation of rate
or amount, for the payment of the Bonds and the interest thereon. -

4. Subject to the City’s compliance with certain covenants, interest on the Bonds is excludable
from gross income of the owners thereof for federal income tax purposes under section 103 of the Internal
Revenue Code of 1986, as amended (the “Code”) and, under section 55 of the Code, is not included as an
item of tax preference in computing the federal alternative minimum tax for individuals and corporations
under the Code but is taken into account in computing an adjustment used in determining the federal
alternative minimum tax for certain corporations. Failure by the City to comply with one or more of such
covenants could cause interest on the Bonds to not be excludable from gross income under section 103 of
the Code for federal income tax purposes retroactively to the date of issuance of the Bonds.

* Preliminary, subject to change
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5. The interest on the Bonds is exempt from personal income taxation imposed by the State of
California. -

Ownership of the Bonds may result in other tax consequences to certain taxpayers, and we
express no opinion regarding any such collateral consequences arising with respect to the Bonds.

The rights of the owners of the Bonds and the enforceability of the Bonds and the Resolution may
be subject to the bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting
creditors’ rights heretofore or hereafter enacted and also may be subject to the exercise of judicial
discretion in accordance with general principles of equity.

In rendering this opinion, we have relied upon certifications of the City and others with respect
to certain material facts. Our opinion represents our legal judgment based upon such review of the law
and the facts that we deem relevant to render our opinion and is not a guarantee of a result. This opinion
is given as of the date hereof and we assume no obligation to revise or supplement this opinion to reflect
any facts or circumstances that may hereafter come to our attention or any changes in law that may
hereafter occur.

Respectfuily submitted,
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APPENDIX B
FORM OF CONTINUING DISCLOSURE CERTIFICATE

This CONTINUING DISCLOSURE CERTIFICATE (the “Disclosure Certificate”) is executed and
delivered by the CITY OF BERKELEY (the “City”) in connection with the issuance of $7,200,000* City of
Berkeley (Alameda County, California) General Obligation Bonds, Series 2008 (Measure I—Animal
Shelter Project) (the “Bonds”). The Bonds are being issued pursuant to a Resolution adopted on
December 4, 2007 (the “Resolution”). The City covenants and agrees as follows:

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

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

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

“Dissemination Agent” shall mean The Bank of New York Trust Company, N.A., or any successor
Dissemination Agent designated in writing by the City and which has filed with the City a written
acceptance of such designation. :

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

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

“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.

“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 Certificate, there is no State Repository.

Section 3. Provision of Annual Repaorts.

(a) The City shall, or shall cause the Dissemination Agent to, not later than nine months after the
end of the City’s fiscal year (which date currently would be March 31, based upon the City’s June 30 fiscal
year-end), commencing with the report for the 2007 fiscal year, provide to each Repository an Annual
Report which ig consistent with the requirements of Section 4 of this Disclosure Certificate. Not later than
fifteen {15) Business Days prior to said date, the City shall provide the Annual Report to the
Dissemination Agent (if other than the City). 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 Certificate; provided that the audited financial statements of the
City may be submitted separately from the balance of the Annual Report, and later than the date required
above for the filing of the Annual Report if not available by that date. If the City’s fiscal year changes, it
shall give notice of such change in the same manner as for a Listed Event under Section 5(c).

' Preliminary, subject to change
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(b) If the City is unable to provide to the Repositories an Annual Report by the date required in
subsection (a), the City shall send a notice to the Municipal Securities Rulemaking Board and the
appropriate State Repository, if any, in substantially the form attached as Exhibit A.

(¢} The Dissemination Agent shall:

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

(ii) if the Dissemination Agent is other than the City, file a report with the City certifying
that the Annual Report has been provided pursuant to this Disclosure Certificate, stating the date
it was provided and listing all the Repositories to which it was provided.

Section 4. Content of Annual Reports. The City’s Annual Report shall contain or incorporate by
reférence 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 City’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) Unless otherwise provided in the audited Financial Statements, operating data with respect to
the City for preceding fiscal year, substantially similar to that provided in the corresponding tables and
charts in the official statement for the Bonds describing assessed valuations and tax collection records.

_ (c) In addition to any of the information expressly required to be provided under paragraphs (a)
and (b) of this Section, the City shall prov1de such further information, if any, as may be necessary to_
make the specifically required statements, in the light of the circumstances under which they are made,
not misleading,

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

Section 5. Reporting of Significant Events.

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

(i) Principal and interest payment delinquencies.

(ii) Non-payment related defaults.

(iii) Unscheduled draws on debt service reserves reflecting financial difficulties.
{iv) Unscheduled draws on credit enhancements reflecting financial difficulties.
) Substitution of credit or liquidity providers, or their failure to perform.

{(vi) Adverse tax opinions or events affecting the tax-exempt status of the security.
(vii)  Modifications to rights of security holders.

(viii)  Contingent or unscheduled bond calls.

{ix) Defeasances.

(x) Release, substitution, or sale of property securing repayment of the securities.
{xi)  Rating changes.

(b) Whenever the City obtains knowledge of the occurrence of a Listed Event, the City shall as
soon as possible determine if such event would be material under applicable Federal securities law.
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(c) If the City determines that knowledge of the occurrence of a Listed Event would be material
under applicable Federal securities law, the City shall promptly file a notice of such occurrence with the
Municipal Securities Rulemaking Board and each State Repository. Notwithstanding the foregoing, notice
of Listed Events described in subsections (a}(viii) and (ix) need not be given under this subsection any
earlier than the notice (if any) of the underlying event is given to holders of affected Bonds pursuant to
the Resolution.

Section 6. Termination of Reporting Obligatign The City’s obligations under this Disclosure
Certificate 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 City shall give notice of
such termination in the same manner as for a Listed Event under Section 5{c).

Section 7. Dissemination Agent. The City may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may
discharge any such Agent, with or without appointing a successor Dissemination Agent. The initial
Dissemination Agent shall be The Bank of New York Trust Company, N.A.

Section 8. Amendment: Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the City may amend this Disclosure Certificate, and any provision of this Disclosure
Certificate may be waived, provided that the following conditions are satisfied:

(a) if the amendment or waiver relates fo 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;

(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 Resolution for amendments to the Resolution with the consent of holders, or (i)
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 City 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 Disclosuré Certificate shall be deemed to
prevent the City from disseminating any other information, using the means of dissemination set forth in
this Disclosure Certificate or any other means of communication, or including any other information in
any Annual Report or notice of occurrence of a Listed Event, in addifion to that which is required by this
Disclosure Certificate. If the City chooses to include any information in any Annual Report or notice of
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occurrence of a Listed Event in addition to that which is specifically required by this Disclosure
Certificate, the City shall have no obligation under this Disclosure Certificate to update such information .
or include it in any future Annual Report or notice of occurrence of a Listed Event.

Section 10. Default. In the event of a failure of the City to comply with any provision of this
Disclosure Certificate 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 City to comply with its obligations under this Disclosure Certificate. A default under this Disclosure
- Certificate shall not be deemed an Event of Default under the Resolution, and the sole remedy under this

Disclosure Certificate in the event of any failure of the City to comply with this Disclosure Certificate
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 Certificate, and the City agrees to
indemnify and save the Dissemination Agent, its officers, directors, employees and agents, harmless
against any loss, expense and liabilities which it may incur arising out of or in the exercise or
performance of its powers and duties hereunder, including the costs and expenses (including attorneys
fees) of defending against any claim of lability, but excluding liabilities due to the Dissemination Agent’s
negligence or willful misconduct. The obligations of the City under this Section shall survive resignation
or removal of the Dissemination Agent and payment of the Bonds.

Section 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the City,
the Dissemination Agent, the Participating Underwriters and holders and beneficial owners from time to
time of the Bonds, and shall create no rights in any other person or entity.

Section 13. Alternative Filing Location. Any filing under this Disclosure Certificate may be made
solely by transmitting such filing to the Texas Municipal Advisory Council (the “MAC”) as provided at
http:/ /www.disclosureusa.org, unless the United States Securities and Exchange Commission has
withdrawn the interpretive advice in its letter to the MAC, dated September 7, 2004.

Date: [Closing Date]

CITY OF BERKELEY
By
City Manager
Acceptance of Dissemination Agent:
AGREED AND ACCEPTED:
THE BANK OF NEW YORK TRUST
COMPANY, N.A.
By
Title
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Page 4



EXHIBIT A
NOTICE OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: City of Berkeley

Name of Bond Issue:  City of Berkeley (Alameda County, California) General Obhgatlon Bonds, Series -
2008 (Measure I—Animal Shelter Project)

Date of Issuance: [Closing Date]

. NOTICE I5 HEREBY GIVEN that the Issuer has not provided an Annual Report with respect to
the above-named Bonds as required by Section 5.07 of the Resolution adopted by the City Council of the
Issuer on December 4, 2007. The Issuer anticipates that the Annual Report will be filed by .

Dated:

THE BANK OF NEW YORK TRUST
COMPANY, N.A,, as Dissemination Agent

By
Title
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