ITEM NO. 14—
CITY OF OCEANSIDE

STAFF REPORT

DATE: November 12, 2008

TO: Honorable Mayor and City Councilmembers
Oceanside Public Finance Authority

FROM: City Treasurer’s Office

SUBJECT: ADOPTION OF RESOLUTIONS AUTHORIZING THE EXECUTION AND
DELIVERY OF DOCUMENTS RELATING TO THE SALE AND
DELIVERY OF NOT TO EXCEED $15,000,000 REVENUE REFUNDING
CERTIFICATES OF PARTICIPATION, SERIES 2008, AND
AUTHORIZING CERTAIN DOCUMENTS AND DIRECTING CERTAIN
ACTIONS IN CONNECTION THEREWITH

SYNOPSIS

Staff recommends that the City Council and Oceanside Public Finance Authority adopt
resolutions authorizing the execution and delivery of documents relating to the sale and
delivery of not to exceed $15,000,000 Revenue Refunding Certificates of Participation,
Series 2008, and authorizing certain documents and directing certain actions in
connection therewith. The documents pertaining to the sale of the revenue refunding
bonds in substantially the forms as attached will be approved as part of the resolutions:
Preliminary Official Statement, Continuing Disclosure Agreement, Trust Agreement,
Installment Purchase Agreement, Certificate Purchase Agreement and Certificate
Purchase Agreement. The bonds proceeds will be used to refund the existing 1998
WateReuse Variable Rate Demand Bonds.

BACKGROUND

In March 2000, City Council approved a financing plan for the construction of the San
Luis Rey Wastewater Treatment Plant Interim Expansion project. The initial cost of the
project was estimated at $50 million dollars with an expected 3-year construction period.
The financing plan approved included two sources of revenue to pay for the
construction. The first source of revenue was obtained through the issuance of variable
rate demand bonds (VDRBs) as part of a pooled financing through the California
WateReuse Authority, a joint powers authority comprised of several California water and
sanitation districts. The second source of financing was a zero percent loan obtained
from the State of California’s Water Resources Control Board.

Due to timing issues relative to the State loan application process and the need to have
funds encumbered prior to going to bid for the construction of the project, the City



issued $55.875 million in VDRBs in June 2000 ($50 million project fund, $5 million
reserve fund, plus cost of issuance), in order to begin construction. In March 2001, the
City applied for and received a zero percent revolving fund loan from the State Water
Resources Control Board in the amount of $58,529,984. The proceeds of the loan were
received following construction progress invoice submission to the State.

Initially, the State loan proceeds were to be used to pay off the VRDBs in full,
redeeming the bonds as the loan proceeds were received. To date, a total of $32
million in State loan proceeds and $2.34 million in bond reserves have been used to
redeem $34.34 million in outstanding VRDBs. However, due to increased construction
costs that exceeded the initial $50 million approved, a portion of the State loan was
used to bridge the gap in total funding. Outstanding principal as of October 31, 2008, is
$15.635 million for the VRDBs, and $52.675 million for the State loan. $5.25 million in
bonds is currently in the redemption process, and expected to be completed prior to the
end of November 2008. The principal amount remaining after the redemption will be
$10.11 million.

ANALYSIS

The City issued $55.875 million in variable rate demand bonds in June, 2000, to assist
in the financing of the San Luis Rey Wastewater Plant Interim Expansion. The bonds
issued (WateReuse Finance Authority Variable Rate Demand Bonds, Series 1998) were
part of a pooled financing program available through the Water Resources Financing
Authority. The initial par amount of the pool was $200 million, but now has a par
outstanding of $52.07 million due to principal payments and early redemptions. Variable
rate demand bonds (VRDBs) differ from fixed-rate debt typically issued by the City.
Demand bonds are a longer term-maturity security (Oceanside’s bonds have a 2028
maturity date) that have an option for the bondholder to put (sell) the security back to
the issuer or its agent at a predetermined price (usually par) after specified notice has
been given. The interest rate on the bonds is variable and subject to a weekly reset
coinciding with the weekly put option. The interest rate on the bonds has a maximum
limit of 12%; however due to relatively low interest rates since issuance in 2000, the City
has historically paid on average about 3.30% in interest expense. Last fiscal year, the
annual average interest rate on the bonds was 2.80%. Unfortunately, the credit crisis in
the financial markets has adversely affected the variable rate bond market, and in
particular the pooled financing through which the City issued the bonds, and has made
it necessary to refund the bonds in an extremely difficult municipal market.

While the City has benefited from several years of low interest rates provided through
the issuance of the VDRBSs, the outfall from the credit market crisis has essentially led to
a collapse of the pooled financing program. The pool is insured by Financial Security
Assurance International (FSA) which was downgraded in October by one of the major
rating agencies and placed on negative credit watch by two others. The remarketing
agent for the pool was Lehman Brothers, who filed for bankruptcy on September 15,
2008. The bankruptcy filing led to over 60% of the pool ($33.675 million par) becoming
bank bonds, which means that the bonds were put (sold) back to the remarketing agent



and were not able to be sold again and therefore the bank holds the bonds. When the
bonds become bank bonds, the issuer has 90 days to try to remedy the bonds by either
selling the bonds or buying them from the bank. If the situation is not remedied within
the 90-day time frame, the bonds become term bonds, which means the maturity
shortens from 20 years to 10 years and the interest rate is reset quarterly at the Prime
rate plus one point (Prime is currently at 4.5%). This equates to debt service payments
that are nearly double the current debt service payment with the VDRB bonds. The
current rate structure for wastewater service cannot support the higher debt service
payments, which would place the City in technical default, jeopardizing its tax-exempt
status. The most viable solution to the City to remedy the situation is to issue refunding,
fixed rate bonds.

City Council is being asked to approve the issuance of fixed-rate certificates of
participation not to exceed $15 million, at an interest rate not to exceed 8.5%. These
levels are at higher-than-expected levels due to the current financial credit crisis.
Municipal bond issuances have been few, as institutional buyers have exited the market
due to lack of liquidity. However, the markets have slowly seen some relief as the
passage of the federal Emergency Economic Stabilization Act has started to calm
market investors. The not to exceed levels are maximums set to provide flexibility
during the pricing of the bonds. If markets remain as they currently are, the issued par
amount will likely be between $11 and $11.5 million, with an interest rate between 7 and
7.5%. The interest rate will also depend on the standalone credit rating to be obtained
from Standard and Poor’s. Staff recently presented the official statement for the bond
issue to the rating agency and is awaiting the rating. Historically, the City has obtained
bond insurance to receive the highest available credit rating on its bonds, however, the
purchase of bond insurance is no longer beneficial. Pricing and closing of the refunding
bonds is expected to take place in mid-December, prior to the existing bonds becoming
term bonds.

Documents to be approved by Council will be finalized and executed during the bond
pricing and closing process, with the exception of the Bond Counsel Agreement. The
Preliminary Official Statement, which includes the Continuing Disclosure Agreement,
will be finalized and distributed to potential investors prior to pricing the bonds. Once
final pricing of the bonds is completed, the remaining documents will be finalized and
executed by the appropriate parties at bond closing.

FISCAL IMPACT

Fiscal Year 2008-2009 debt service for the 1998 WateReuse Variable Rate Demand
Bonds is budgeted at $1,441,469 million ($580,000 principal (726.669517.5603.22057)
and $861,469 interest (726.669517.5604.22057). The budget is based on a par value
of $15.635 million with interest accruing at a conservative level of 5.52%, an estimate
based on a municipal bond index in 2004. Because the bonds are variable rate, the
City has been paying over 200 basis points, or 2% less than the 5.52% on an annual
level. In Fiscal Year 2007-2008, total debt service paid was $1,004,941 compared to



budgeted debt service of $1,445,604. The City is in the process of redeeming $5.525
million of the VDRBs using remaining State loan proceeds and reserve funds, reducing
the par outstanding to $10.11 million. Based on the new outstanding par amount,
annual debt service would be approximately $850,000.

If the City did not refund the bonds, annual debt service on the term bonds would be
almost double, approximately $1.5 million dollars. By issuing fixed rate bonds, the
annual debt service on the bonds would be approximately $970,000, based on an
estimated par value of $10.78 million and a 6.80% interest rate. These are estimated
amounts and subject to change based on market conditions at the time of pricing. The
2008-2009 debt service budget does not need to be adjusted to accommodate the new
debt service payment amount. Budgeting for future years will be much more accurate as
the debt service schedule will be fixed as compared to a variable rate. The higher debt
service costs will impact sewer rates, however. The sewer rates have been calculated
using 5.25% as a proxy for the variable rate interest. The anticipated rate of the new
bonds is 7% and in order for the City to meet the required debt coverage levels, sewer
rates will have to be increased. The Water Utilities department will be including the
necessary increase as part of a proposed rate increase scheduled to be presented to
Council in January 2009.

The cost of issuing the bonds is comprised of the following known fees. Additionally,
there is an estimated contingency of $150,000 to pay for such items as printing of the
official statement, credit rating fees, and other incidentals.

Underwriter’s Fee — Stone and Youngberg (not to exceed 1.2% of issue) $107,800

Bond Counsel - Stradling, Yocca, Carlson & Rauth $65,000
Financial Advisor — Public Financial Management $10,250

COMMISSION OR COMMITTEE REPORT

The Budget Committee of the Utilities Commission and the Utilities Commission have
met and reviewed the proposed refunding. The refunded debt service has been
incorporated into the sewer rate structure that has been approved by the Ultilities
Commission, and will be presented to City Council in January 2009.

CITY ATTORNEY’S ANALYSIS

The referenced documents have been reviewed by the City Attorney and approved as
to form.



RECOMMENDATION

Staff recommends that the City Council and Oceanside Public Finance Authority adopt
resolutions authorizing the execution and delivery of documents relating to the sale and
delivery of not to exceed $15,000,000 Revenue Refunding Certificates of Participation,
Series 2008, and authorizing certain documents and directing certain actions in
connection therewith.

Michele C. Lund, CCMT Peter A. Weiss
Treasury Manager City Manager
REVIEWED BY:

Michelle Skaggs Lawrence, Deputy City Manager
Rosemary R. Jones, City Treasurer

Teri Ferro, Director of Financial Services

Lonnie Thibodeaux, Water Utilities Director
Attachments/Exhibits

1. Resolution of the City Council Of The City Of Oceanside authorizing the
execution and delivery of documents relating to the sale and delivery of not to
exceed $15,000,000 Revenue Refunding Certificates of Participation, Series
2008, and authorizing certain documents and directing certain actions in
connection therewith

2. Resolution of the Board of Directors of the Oceanside Public Financing Authority
approving an Installment Purchase Agreement with the City of Oceanside and
certain other documents in connection with the execution and delivery of the
Revenue Refunding Certificates of Participation, Series 2008, in a principal
amount not to exceed $15,000,000

3. Preliminary Official Statement

4. Continuing Disclosure Agreement between the District and The Bank of New
York Trust Company as Dissemination Agent (Attached as Appendix E to the
Preliminary Official Statement)

5. Installment Purchase Agreement between the City of Oceanside and the
Oceanside Public Finance Authority

6. Trust Agreement between the Oceanside Public Finance Authority, the City of
Oceanside and The Bank of New York Mellon Trust Company, N.A., as Trustee



7. Certificate Purchase Contract for City of Oceanside Revenue Refunding
Certificates of Participation, Series 2008

8. Bond Counsel Agreement between the City of Oceanside and Stradling, Carlson,
Yocca & Rauth
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RESOLUTION NO.

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
OCEANSIDE AUTHORIZING THE EXECUTION AND
DELIVERY OF DOCUMENTS RELATING TO THE SALE AND
DELIVERY OF NOT TO EXCEED $15,000,000 REVENUE
REFUNDING CERTIFICATES OF PARTICIPATION, SERIES
2008, AND AUTHORIZING CERTAIN DOCUMENTS AND
DIRECTING CERTAIN ACTIONS IN CONNECTION
THEREWITH

WHEREAS, the City of Oceanside (the “City”) is a municipal corporation duly organized
and existing under and pursuant to the Constitution and laws of the State of California (the
“State™); and

WHEREAS, the City and the Watereuse Finance Authority, a joint exercise of powers
agency duly organized and existing under the laws of the State of California (the “Watereuse
Authority”) have heretofore entered into an Installment Purchase Contract, dated as of April 1,
2000 (the “2000 Installment Purchase Contract”), in order to finance certain improvements to the
City’s sewer system (the “2000 Project”); and

WHEREAS, the City desires to prepay the 2000 Installment Purchase Contract; and

WHEREAS, the City wishes to enter into the Installment Purchase Agreement described
below and other agreements described herein and authorize the sale of the Revenue Refunding
Certificates of Participation, Series 2008 (the “Certificates”) under the Trust Agreement
described below in order to refinance the 2000 Project, and

WHEREAS, the City wishes to authorize the sale of the Certificates pursuant to the terms
of a Preliminary Official Statement described below; and

WHEREAS, on the date of adoption of this Resolution, the City Council has conducted a
public hearing regarding the refinancing of the 2000 Project in accordance with the provisions of
the Marks-Roos Local Bond Pooling Act of 1985 (the “Act”); and

WHEREAS, all acts, conditions and things required by the Constitution and laws of the
State to exist, to have happened and to have been performed precedent to and in connection with
the consummation of the financing authorized hereby do exist, have happened and have been
performed in regular and due time, form and manner as required by law, and the City is now duly
authorized and empowered, pursuant to each and every requirement of law, to consummate such

financing for the purpose, in the manner and upon the terms herein provided;
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NOW, THEREFORE, the City Council of the City of Oceanside does resolve as follows:

SECTION 1. Findings. The City Council hereby specifically finds and declares that
each of the statements, findings and determinations of the City set forth in the above recitals and
in the preambles of the documents approved herein are true and correct and that the refinancing
of the 2000 Project will result in significant public benefits for the residents of the City. The
City Council hereby further finds and determines that there are significant public benefits to the
citizens of the City of the type described in Section 6586(a) of the Act by having the Oceanside
Public Financing Authority (the “Authority™) assist the City with respect to the refinancing of the
2000 Project through the execution and delivery of the Certificates, in that the execution and
delivery of the Certificates and related transactions will result in demonstrable savings in
effective interest rate to the City and the corresponding rates and charges for sewer service

provided by the City.
SECTION 2. Authorization of Certificates. The City Council hereby expresses its

intention of refinancing the 2000 Project through the preparation, sale and delivery of
Certificates in an amount not to exceed $15,000,000.
SECTION 3. Installment Purchase Agreement. The form of the Installment Purchase

Agreement between the City and the Authority (the “Installment Purchase Agreement”),
presented to this meeting and on file with the City Clerk (the “Clerk”), is hereby approved. Each
of the Mayor of the City (the “Mayor™), the City Manager of the City (the “City Manager™) and
the Director of Financial Services of the City (the “Director of Financial Services”), the City
Treasurer, or their designees (collectively, the “Authorized Officers”), is hereby authorized and
directed, for and in the name and on behalf of the City, to execute and deliver to the Authority
the Installment Purchase Agreement in substantially said form, with such changes therein as the
Authorized Officer or Officers executing the Installment Purchase Agreement may require or
approve, such approval to be conclusively evidenced by the execution and delivery thereof by
one or more of the Authorized Officers.

SECTION 4. Appointment. The Bank of New York Mellon Trust Company, N.A. is
appointed trustee (the “Trustee”) under the Trust Agreement (defined below).

SECTION 5. Trust Agreement. The form of the Trust Agreement (the “Trust

Agreement”) among the City, the Authority and the Trustee, presented to this meeting and on file
with the Clerk, is hereby approved. Each of the Authorized Officers is hereby authorized and

directed, for and in the name and on behalf of the City, to execute and deliver to the Authority

2
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and the Trustee the Trust Agreement in substantially said form, with such changes therein as the
Authorized Officer or Officers executing the Trust Agreement may require or approve, such
approval to be conclusively evidenced by the execution and delivery thereof by one or more of
the Authorized Officers.

SECTION 6. Assignment Agreement. The Assignment Agreement between the Trustee

and the Authority (the “Assignment Agreement”) in the form on file with the Clerk is hereby
approved for execution and delivery by the Authority.
SECTION 7. Approval of Purchase Agreement. The form of the Certificate Purchase

Agreement (the “Purchase Agreement”) by and among the City, the Authority and Stone &
Youngberg LLC (the “Underwriter”) presented to this meeting and on file with the Clerk and the
sale of the Certificates to the Underwriter pursuant thereto upon the terms and conditions set
forth therein is hereby approved, and subject to such approval and subject to the provisions
hereof, the Authorized Officers are each hereby authorized and directed to evidence the City’s
acceptance of the offers made by the Purchase Agreement by executing and delivering the
Purchase Agreement in said form with such changes therein as the Authorized Officer or
Officers executing the same may approve and such matters as are authorized by this Resolution,
such approval to be conclusively evidenced by the execution and delivery thereof by any one of
the Authorized Officers.

SECTION 8. City Manager, Director of Financial Services and City Treasurer to

Establish Final Terms of Issuance. The City Manager, the Director of Financial Services, the

City Treasurer and their designees are each authorized, on behalf of the City, to establish and
determine (i) the final principal amount of the Certificates, not to exceed $15,000,000; (ii) the
final interest rates on various maturities of the Certificates, not to exceed a total interest cost of
8.50% per annum for the Certificates as a whole; and (iii) the Underwriter’s discount for the
purchase of the Certificates, not to exceed 1.20% of the principal amount of the Certificates.

SECTION 9. Bond Insurance. The City Manager, the Director of Financial Services and

their designees are hereby authorized to (i) execute a commitment for financial guaranty
insurance from a municipal bond insurer (the “Insurer™), (ii) to finalize the form of such policy
with the Insurer, and (iii) if it is determined that the policy will result in interest rate savings for
the City, to pay the insurance premium of such policy from the proceeds of the issuance and sale

of the Certificates.

DOCSOC/1308170v3/022114-0027




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

28

SECTION 10. Preliminary Official Statement. The form of the Preliminary Official

Statement, presented to this meeting and on file with the Clerk, is hereby approved. The City
Manager, the Director of Financial Services and their designees are hereby authorized to make
such changes to the Preliminary Official Statement as are necessary to make it final as of its date
and are authorized and directed to execute and deliver a certificate deeming the Preliminary
Official Statement final as of its date in accordance with Rule 15¢2-12 promulgated under the
Securities Exchange Act of 1934. Each of the Authorized Officers is hereby authorized and
directed to execute, approve and deliver the final Official Statement in the form of the
Preliminary Official Statement with such changes, insertions and omissions as the Authorized
Officer or Officers executing said document may require or approve, such approval to be
conclusively evidenced by the execution and delivery thereof by one or more of the Authorized
Officers.

SECTION 11. Continuing Disclosure Agreement. The form of the Continuing

Disclosure Agreement between the City and the Trustee, acting as dissemination agent (the
“Continuing Disclosure Agreement”), presented to this meeting and on file with the Clerk, is
hereby approved. Each of the Authorized Officers is hereby authorized and directed, for and in
the name and on behalf of the City, to execute and deliver to the Trustee the Continuing
Disclosure Agreement in substantially said form, with such changes therein as such Authorized
Officer or Officers executing such document may require or approve, such approval to be
conclusively evidenced by the execution and delivery thereof.

SECTION 12. Attestations. The Clerk or persons as may have been designated by the
City Manager are hereby authorized and directed to attest the signature of the Authorized
Officers designated herein to execute any documents described herein, and to affix and attest the
seal of the City, as may be required or appropriate in connection with the execution and delivery
of the Purchase Agreement, the Installment Purchase Agreement, the Trust Agreement, the
Continuing Disclosure Agreement and the Official Statement.

SECTION 13. Professional Services. The City Manager and the Director of Financial

Services are each authorized to execute contracts with Stradling Yocca Carlson & Rauth, a
Professional Corporation, to act as Bond Counsel to the City and Public Financial Management
to act as Financial Advisor, which contracts shall be in substantially the form on file with the

Clerk, together with such changes as may be approved by the City Manager and the Director of
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Financial Services, the City Attorney, or their designee, which changes shall be deemed
approved by the execution and delivery of such contracts by any one of such officers.

SECTION 14. Other Actions. The Authorized Officers are each hereby authorized and
directed, jointly and severally, to do any and all things and to execute and deliver any and all
documents which each may deem necessary or advisable (including, but not limited to, consents
or amendments to the 2000 Installment Purchase Contract, a debt service surety bond, or other
form of credit enhancement and entering into an escrow agreement for the prepayment of the
2000 Installment Purchase Contract) in order to consummate the sale, execution and delivery of
the Certificates, the prepayment of the 2000 Installment Purchase Contract and otherwise to
carry out, give effect to and comply with the terms and intent of this Resolution, the Certificates,
the Installment Purchase Agreement, the Trust Agreement, the Continuing Disclosure
Agreement, the Preliminary Official Statement, and the Official Statement. Such actions
heretofore taken by such officers or designees are hereby ratified, confirmed and approved.

SECTION 15. Effect. This Resolution shall take effect immediately upon its passage.

PASSED AND ADOPTED by the City Council of the City of Oceanside, California, this
____dayof 2008, by the following vote:

AYES:

NAYS:

ABSENT:

ABSTAIN:

MAYOR OF THE CITY OF OCEANSIDE

ATTEST: APPROVED AS TO FORM:
/ j,'é A n | / ZM/(,L%’\/
City Clerk ity/Attorney
5
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RESOLUTION NO.

RESOLUTION OF THE BOARD OF DIRECTORS OF THE
OCEANSIDE PUBLIC FINANCING AUTHORITY APPROVING
AN INSTALLMENT PURCHASE AGREEMENT WITH THE
CITY OF OCEANSIDE AND CERTAIN OTHER DOCUMENTS
IN CONNECTION WITH THE EXECUTION AND DELIVERY
OF THE REVENUE REFUNDING CERTIFICATES OF
PARTICIPATION, SERIES 2008 IN A PRINCIPAL AMOUNT
NOT TO EXCEED §$15,000,000

WHEREAS, the Oceanside Public Financing Authority is a joint exercise of powers
authority duly organized and existing under the laws of the State of California (the “Authority”)
with the authority to assist in financing and refinancing the acquisition, construction, installation
and equipping of certain capital improvements on behalf of the City of Oceanside (the “City”);
and

WHEREAS, the City and the Watereuse Finance Authority, a joint exercise of powers
agency duly organized and existing under the laws of the State of California (the “Watereuse
Authority”) have heretofore entered into a Installment Purchase Contract, dated as of April 1,
2000 (the “2000 Installment Purchase Contract”), in order to finance certain improvements to the
City’s sewer system (the “2000 Project”); and

WHEREAS, in order to prepay the 2000 Installment Purchase Contract, the Authority
and the City have determined that it would be in the best interests of the Authority, the City and
residents of the City to authorize the preparation, sale and delivery of the Revenue Refunding
Certificates of Participation, Series 2008, in an aggregate principal amount not to exceed
$15,000,000 (the “Certificates”), which Certificates evidence fractional interests in certain
installment payments to be made pursuant to the Installment Purchase Agreement (as defined
below); and

WHEREAS, in order to facilitate the execution and delivery of the Certificates, the City
and the Authority desire to enter into a Certificate Purchase Agreement by and among the
Authority, the City and Stone & Youngberg LLC (the “Purchase Agreement”) and an Installment
Purchase Agreement between the City and the Authority (the “Installment Purchase Agreement”)
and a Trust Agreement among The Bank of New York Mellon Trust Company, N.A. (the
“Trustee”), the City and the Authority (the “Trust Agreement”); and, the forms of which have
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been bpresented to this Board of Directors at the meeting at which this Resolution is being
adopted; and

WHEREAS, the Authority desires to assign its right to receive installment payments from
the City pursuant to the Installment Purchase Agreement to the Trustee pursuant to an
Assignment Agreement between the Authority and the Trustee (the “Assignment Agreement”),
the form of which has been presented to this Board of Directors at the meeting at which this
Resolution is being adopted; and

WHEREAS, the Certificates are to be offered to investors pursuant to the terms of a
Preliminary Official Statement (the “Preliminary Official Statement”), the form of which has
been presented to this Board of Directors at the meeting at which this Resolution is being
adopted;

NOW, THEREFORE, the Board of Directors of the Oceanside Public Financing
Authority does hereby resolve as follows:

SECTION 1. Certificates. This Board of Directors hereby authorizes the preparation,
sale and delivery of the Certificates in an aggregate principal amount not to exceed $15,000,000
in accordance with the terms and provisions of the Trust Agreement. The purposes for which the
proceeds of the sale of the Certificates shall be expended are to refinance the 2000 Project, to
purchase a reserve fund surety bond or to fund a reserve fund, and to pay the costs of the sale and
delivery of the Certificates including the premium on a financial guaranty insurance policy for
the Certificates. The Authority authorizes the distribution of the Preliminary Official Statement
to investors following the execution by the City of a certificate deeming the Preliminary Official
Statement final as of its date for purposes of Rule 15c2-12 adopted by the Securities and
Exchange Commission.

SECTION 2. Certificate Documents. The Purchase Agreement, the Installment
Purchase Agreement, the Trust Agreement and the Assignment Agreement (the “Agreements™)
presented at this meeting are approved. Each of the Chairman, Vice Chairman, Executive
Director, Treasurer and Secretary of the Authority, or the Chairman’s designee, are authorized
and directed to execute and deliver the Agreements. The Agreements shall be executed in
substantially the forms hereby approved, with such additions thereto and changes therein as are
recommended or approved by counsel to the Authority and approved by one or more of the

foregoing officers of the Authority authorized to execute the documents, such approval to be
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conclusively evidenced by the execution and delivery thereof by one or more of the officers

listed above.
SECTION 3. Establishment of Final Terms of Issuance. The City Manager of the City,

the Director of Financial Services of the City, the City Treasurer and their designees are each
authorized to establish and determine (i) the final principal amount of the Certificates, not to
exceed $15,000,000; (ii) the final interest rates on various maturities of the Certificates, not to
exceed a total interest cost of 8.50% per annum for the Certificates as a whole; and (iii) the
Underwriter’s discount for the purchase of the Certificates, not to exceed 1.20% of the principal

amount of the Certificates.

SECTION 4. Other Actions. The Chairman, Vice Chairman, Executive Director,

Treasurer, Secretary and other officers of the Authority are authorized and directed, jointly and
severally, to do any and all things and to execute and deliver any and all documents which they
may deem necessary or advisable in order to consummate the sale and delivery of the
Certificates, and the execution of the Agreements and otherwise effectuate the purposes of this
Resolution, and such actions previously taken by such officers are hereby ratified and confirmed.

SECTION 5. Effect. This Resolution shall take effect from and after its date of

adoption.
PASSED AND ADOPTED by the Board of Directors of the Oceanside Public Financing
Authority, California, this day of , 2008, by the following vote:
AYES:
NAYS:
ABSENT:
ABSTAIN:
CHAIRMAN OF THE OCEANSIDE
PUBLIC FINANCING AUTHORITY
ATTEST: APPROVED AS TO FORM:
b/ /3%
Secretary G orney I
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ect to completion or amendment. These securities may not be sold, nor may offers to buy them be accepted, prior to

bj

This Preliminary Official Statement and the information contained herein are su

the time the Off

s shall this Preliminary Official Statement constitute an offer to sell or the solicitation of an offer to buy, nor shall there

be any sale of, these securities in any jurisdiction in which such offer, solicitation or sale would be unlawful.

ficial Statement is delivered in final form. Under no circumstance:

ATTACHMENT 3

NEW ISSUE—BOOK-ENTRY ONLY RATINGS: S&P«__”
(See “RATINGS” herein)

PRELIMINARY OFFICIAL STATEMENT DATED NOVEMBER __, 2008

In the opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, Special Counsel, under existing statutes, regulations, rulings
and judicial decisions, and assuming the accuracy of certain reﬁresentations and compliance with certain covenants and requirements
described in this Official Statement, the portion of each Installment Payment constituting interest (and original issue discount) is excluded from
gross income for federal income tax purposes and is not an item of tax preference for purposes of calculating the federal alternative minimum
tax imposed on individuals and corporations. In the further gpinion ojp Special Counsel, the portion of each Installment Payment constituting

alifornia personal income tax. See “TAX MATTERS” herein with respect to tax

interest (and original issue discount) is exempt from State of

consequences with respect to the Certificates.

*

s
CITY OF OCEANSIDE
REVENUE REFUNDING CERTIFICATES OF PARTICIPATION, SERIES 2008

Dated: Date of Delivery Due: May 1, as shown below

The City of Oceanside Revenue Refunding Certificates of Participation, Series 2008 (the “Certificates™) are being issued: (i) to prepay all
outstanding obligations of the City under the Installment Purchase Contract, dated as of April 1, 2000, by and between the City and WateReuse Finance
Authority (the “2000 Installment Purchase Contract”), in the aggregate principal amount of $ ; (ii) to provide for a reserve fund; and (iii) to
pay certain costs of issuance. Proceeds from the 2000 Installment Purchase Contract financed the cost of the expansion of and certain capital
improvements to the City’s San Luis Rey Wastewater Treatment Plant.

The Certificates are executed and delivered in fully registered form and when executed and delivered will be registered in the name of Cede &
Co., as nominee of The Depository Trust Company, New York, New York. Individual purchases will be made in book-entry form only, in principal
amounts of $5,000 or any integral multiple thereof. Purchasers of Certificates will not receive certificates representing their beneficial ownership in the
Certificates but will receive credit balances on the books of their respective nominees. The Certificates will not be transferable or exchangeable except
for transfer to another nominee of The Depository Trust Company or as otherwise described herein. Interest with respect to the Certificates, is payable on
May 1, 2009 and semiannually thereafter on each May 1 and November 1. Interest and principal will be paid by Bank of New York Mellon Trust
Company, N.A., as Trustee, to Cede & Co., and such interest and principal payments and premium, if any, are to disbursed to the beneficial owners of the
Certificates through their nominees. See the caption “THE CERTIFICATES—DTC and Book Entry Only System.”

The Certificates are subject to optional and mandatory prepayment as more fully described herein. See the caption “THE
CERTIFICATES.”

The Certificates evidence undivided interests in Installment Payments payable by the City under an Installment Purchase Agreement with the
Oceanside Public Financing Authority. The City’s obligation to make the Series 2008 Instaliment Payments is a special obligation of the City payable
solely from Net Revenues of the Sewer System. The City has covenanted in the Installment Purchase Agreement not to incur any obligations payable
from Net Revenues prior to the Series 2008 Installment Payments or, except as described herein, on a parity therewith. Upon payment in full of the
City’s obligations under the 2000 Installment Purchase Contract, the City will have outstanding the following obligations, which are payable from Net
Revenues on a parity with the Series 2008 Installment Payments: (i) two loans from the State Water Resources Control Board; and (ii) an Installment
Purchase Agreement related to the City of Oceanside Revenue Certificates of Participation (1993 Wastewater System Refunding Project) Series 2003.
See the caption “THE SEWER SYSTEM-Outstanding Indebtedness.”

The obligation of the City to make the Series 2008 Instalilment Payments is an irrevocable obligation of the City payable solely from
Net Revenues of the Sewer System, but does not constitute an obligation of the City for which the City is obligated to levy or pledge any form of
taxation or for which the City has levied or pledged any form of taxation. The obligation of the City to make the Series 2008 Installment
Payments under the Installment Purchase Agreement does not constitute a debt of the City, the Authority, the State or any political subdivision
thereof in contravention of any constitutional or statutory debt limitation or restriction.

MATURITY SCHEDULE
(See Inside Cover)

THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR REFERENCE ONLY. IT IS NOT A SUMMARY OF THIS
ISSUE. INVESTORS MUST READ THE ENTIRE OFFICIAL STATEMENT TO OBTAIN INFORMATION ESSENTIAL TO THE
MAKING OF AN INFORMED INVESTMENT DECISION.

The Certificates are offered when, as and if delivered and received by the Underwriter, subject to the approval of the validity
of the Installment Purchase Agreement and the Trust Agreement by Stradling Yocca Carlson & Rauth, a Professional
Corporation, Special Counsel, and certain other conditions. Certain legal matters will be passed upon for City and
Authority by the City Attorney, and for the Trustee by its counsel. It is anticipated that the Certificates
will be available for delivery through the facilities of The Depository Trust Company
in New York, New York on or about December 2008.

STONE & YOUNGBERG

PR}

Dated: December __, 2008.

* Preliminary, subject to change.
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S
CITY OF OCEANSIDE
REVENUE REFUNDING CERTIFICATES OF PARTICIPATION, SERIES 2008

MATURITY SCHEDULE
Base CUSIP'
Maturity Principal Interest Maturity Principal Interest
May 1) Amount Rate Yield cusip May 1) Amount Rate Yield cusiIp
2009 $ % % 2019 $ % %
2010 2020
2011 2021
2012 2022
2013 2023
2014 2024
2015 2025
2016 2026
2017 2027
2018 . 2028

* Preliminary, subject to change.

7 CUSIP® is a registered trademark of the American Bankers Association. Copyright© 1999-2008 Standard & Poor’s, a Division of the
McGraw Hill Companies, Inc. All rights reserved. CUSIP® data herein is provided by Standard & Poor’s CUSIP Service Bureau. This data is
not intended to create a database and does not serve in any way as a substitute for the CUSIP Service Bureau. CUSIP® numbers are provided
for convenience of reference only. Neither the City nor the Underwriter takes any responsibility for the accuracy of such numbers.
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No dealer, broker, salesperson or other person has been authorized to give any information or to make
any representations other than those contained in this Official Statement in connection with the offering made
hereby and, if given or made, such other information or representations must not be relied upon as having been
authorized by the City or the Underwriter. This Official Statement does not constitute an offer to sell or the
solicitation of an offer to buy nor shall there be any sale of the Certificates by a person in any jurisdiction in
which it is unlawful for such person to make such an offer, solicitation or sale.

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

The Underwriter has provided the following sentence for inclusion in this Official Statement:

The Underwriter has reviewed the information in this Official Statement in accordance
with, and as a part of, its responsibilities to investors under the federal securities laws
as applied to the facts and circumstances of this transaction, but the Underwriter does
not guarantee the accuracy or completeness of such information.

The information and expression of opinions herein are subject to change without notice and neither
delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, create any
implication that there has been no change in the affairs of the City since the date hereof.

Certain statements included or incorporated by reference in this Official Statement constitute
“forward-looking statements.” Such statements are generally identifiable by the terminology used such as
“plan,” “expect,” “estimate,” “project,” “budget” or other similar words. Such forward-looking statements
include, but are not limited to, certain statements contained in the information under the caption “THE
SEWER SYSTEM.”

THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED IN
SUCH FORWARD-LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS
UNCERTAINTIES AND OTHER FACTORS WHICH MAY CAUSE ACTUAL RESULTS,
PERFORMANCE OR ACHIEVEMENTS DESCRIBED TO BE MATERIALLY DIFFERENT FROM ANY
FUTURE RESULTS, PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH
FORWARD-LOOKING STATEMENTS. THE CITY DOES NOT PLAN TO ISSUE ANY UPDATES OR
REVISIONS TO THE FORWARD-LOOKING STATEMENTS SET FORTH IN THIS OFFICIAL
STATEMENT.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT OR
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE
CERTIFICATES AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH TRANSACTIONS, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

THE CERTIFICATES HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED, IN RELIANCE UPON AN EXEMPTION CONTAINED IN SUCH ACT AND HAVE
NOT BEEN REGISTERED OR QUALIFIED UNDER THE SECURITIES LAWS OF ANY STATE.

The City maintains a website; however, the information presented there is not part of this Official
Statement and should not be relied upon in making an investment decision with respect to the Certificates.
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SUMMARY STATEMENT

This summary is subject in all respects to the more complete information contained in this Official
Statement, and the offering of the Certificates to potential investors is made only by means of the entire
Official Statement. Capitalized terms used in this summary and not otherwise defined have the meaning given
them in APPENDIX B—“DEFINITIONS AND SUMMARY OF CERTAIN DOCUMENTS?” hereto.

Purpose. The proceeds of the Certificates will be used: (i) to prepay all outstanding obligations of the
City under the Installment Purchase Contract, dated as of April 1, 2000, by and between the City and
WateReuse Finance Authority (the “2000 Installment Purchase Contract™), in the aggregate principal amount
of § ; (ii) to provide for a reserve fund; and (iii) to pay certain costs of issuance. Proceeds from
the 2000 Installment Purchase Contract financed the cost of the expansion of and certain capital improvements
to the City’s San Luis Rey Wastewater Treatment Plant. See the caption “THE REFUNDING PLAN” herein.

Security for the Certificates. Each Certificate represents an undivided interest of the Owner thereof
in 2008 Installment Payments to be made by the City pursuant to an Installment Purchase Agreement with the
Authority. The Series 2008 Installment Payments are scheduled to be sufficient to pay the principal of and
interest due with respect to the Certificates. The City’s obligation to make Series 2008 Installment Payments
is a special obligation of the City payable solely from Net Revenues of the City’s Sewer System.

THE OBLIGATION OF THE CITY TO MAKE THE SERIES 2008 INSTALLMENT PAYMENTS
IS AN IRREVOCABLE OBLIGATION OF THE CITY PAYABLE SOLELY FROM NET REVENUES BUT
DOES NOT CONSTITUTE AN OBLIGATION OF THE CITY FOR WHICH THE CITY IS OBLIGATED
TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE CITY HAS LEVIED OR
PLEDGED ANY FORM OF TAXATION. THE OBLIGATION OF THE CITY TO MAKE THE
SERIES 2008 INSTALLMENT PAYMENTS UNDER THE INSTALLMENT PURCHASE AGREEMENT
DOES NOT CONSTITUTE A DEBT OF THE CITY, THE AUTHORITY, THE STATE OF CALIFORNIA
OR ANY POLITICAL SUBDIVISION THEREOF IN CONTRAVENTION OF ANY CONSTITUTIONAL
OR STATUTORY DEBT LIMITATION OR RESTRICTION.

Rate Covenant. The City has covenanted in the Installment Purchase Agreement to fix, prescribe,
revise and collect rates and charges for the Sewer Service which will be at least sufficient to yield during each
Fiscal Year Net Revenues equal to 115% of the Debt Service for such Fiscal Year.

Outstanding Parity Obligations. Upon payment in full of the City’s obligations under the 2000
Installment Purchase Agreement, the City will have outstanding the following obligations which are payable
from Net Revenues on a parity with the Series 2008 Installment Payments: (i) two loans from the State Water
Resources Control Board; and (ii) an Installment Purchase Agreement dated as of March 1, 2003 by and
between the City and the Authority related to the City of Oceanside Revenue Certificates of Participation
(1993 Wastewater System Refunding Project) Series 2003.

Senior and Additional Parity Obligations. The City has covenanted in the Installment Purchase
Agreement that it will not, so long as any Certificates are Outstanding, issue or incur any obligations secured
by a pledge of Revenues and payable from Net Revenues prior or superior to the Series 2008 Installment
Payments. The City may incur additional indebtedness payable from Net Revenues on a parity with
Series 2008 Installment Payments subject to meeting the conditions described herein. See “SECURITY FOR
THE CERTIFICATES — Limitations on Parity and Superior Obligations.”

Reserve Fund. A Reserve Fund will be established under the Trust Agreement as security for the
Certificates in an amount equal to $ . Concurrently with the execution and delivery of the Certificates,
the Trustee is to establish, maintain and hold in trust in the Reserve Fund the Series 2008 Reserve Fund
Requirement, which will be funded from the proceeds of the Certificates. Moneys in the Reserve Fund will be

i
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used and withdrawn solely for the purpose of paying principal and interest evidence by the Certificates in the
event moneys held by the Trustee are insufficient therefor, and for making the final payments of principal and
interest evidenced by the Certificates.

The City. The City is located in San Diego County, approximately 90 miles south of Los Angeles and
30 miles north of the City of San Diego. The City comprises approximately 42 square miles.

The Sewer System. The City’s Sewer System provides sewer treatment services to the entire area
within the City, and a portion of the Rainbow Municipal Water District. The City currently provides sewer
service to approximately 41,145 residential, commercial and industrial connections within the City of
Oceanside and 2,049 connections within Rainbow Municipal Water District (“RMWD?”). The City bills
RMWD annually for service and flow charges.

Continuing Disclosure. The City has covenanted for the benefit of the holders and beneficial owners
of the Certificates to provide certain financial information and operating data relating to the City by not later
than the March 1 following the end of the City’s Fiscal Year (currently its Fiscal Year ends on the last day of
June) (the “Annual Report”), commencing with the report for Fiscal Year ending June 30, 2008, and to provide
notices of the occurrence of certain enumerated events, if material. These covenants have been made in order
to assist the Underwriter in complying with Rule 15¢2-12(b)(5) promulgated under the Securities Exchange
Act of 1934. See the caption “CONTINUING DISCLOSURE” herein and APPENDIX E—“FORM OF
CONTINUING DISCLOSURE AGREEMENT” attached hereto.

DOCSOC/1308011v4/022114-0027

Error! Unknown document property name.



*

S
CITY OF OCEANSIDE
REVENUE REFUNDING CERTIFICATES OF PARTICIPATION, SERIES 2008

INTRODUCTION

This Official Statement, including the cover page, inside cover page and all appendices hereto,
provides certain information concerning the City of Oceanside Revenue Refunding Certificates of
Participation, Series 2008 (the “Certificates”), in the aggregate principal amount of $ .| These
Certificates are being issued: (i) to prepay all outstanding obligations of the City under the Installment
Purchase Contract, dated as of April 1, 2000, by and between the City and WateReuse Finance Authority (the
“2000 Installment Purchase Contract”), in the aggregate principal amount of $ ; (ii) to provide
for a reserve fund; and (iii) to pay certain costs of issuance.

All descriptions and summaries of various documents hereinafter set forth do not purport to be
comprehensive or definitive, and reference is made to each document for complete details of all terms and
conditions. All statements herein are qualified in their entirety by reference to each document. Certain
capitalized terms used herein shall have the meaning given such terms in APPENDIX B—“DEFINITIONS
AND SUMMARY OF CERTAIN DOCUMENTS?” hereto.

The Certificates evidence undivided interests of the registered owners thereof (the “Owners™) in
installment payments (the “Series 2008 Installment Payments”) to be made by the City pursuant to an
Installment Purchase Agreement, dated as of December 1, 2008 (the “Installment Purchase Agreement™), by
and between the City and Oceanside Public Financing Authority (the “Authority”). The Certificates are being
executed and delivered pursuant to a Trust Agreement, dated as of December 1, 2008 (the “Trust Agreement™),
by and among the City, the Authority and Bank of New York Mellon Trust Company, N.A. (the “Trustee”).
Pursuant to an Assignment Agreement, dated as of December 1, 2008, by and between the Authority and the
Trustee (the “Assignment Agreement”), the Authority has assigned to the Trustee for the benefit of the Owners
of the Certificates substantially all its rights, title and interest in the Installment Purchase Agreement, including
its right to receive Series 2008 Installment Payments payable under the Installment Purchase Agreement and
its rights to enforce payment by the City of such Series 2008 Installment Payments when due.

The City’s obligation to make the Series 2008 Installment Payments is a special obligation of the City
payable solely from the Net Revenues of the City’s Sewer System, consisting generally of all Revenues
derived from the ownership and operation of the Sewer System remaining after payment of Operation and
Maintenance Expenses of the Sewer System. Under no circumstances is the City required to advance any
moneys derived from any source of income other than the Net Revenues to pay Series 2008 Installment
Payments nor shall any other funds or property of the City be liable for the payment of the Series 2008
Installment Payments.

The obligation of the City to make the Series 2008 Instaliment Payments from the Net Revenues is
absolute and unconditional, and until such time as the Series 2008 Installment Payments shall have been paid
in full (or provision for the payment thereof shall have been made pursuant to the Installment Purchase
Agreement), the City will have no right to discontinue or suspend any Series 2008 Installment Payments
required to be made by it when due, whether or not the Sewer System or any part thereof is operating or
operable, or its use is suspended, interfered with, reduced or curtailed or terminated in whole or in part, and
such payments shall not be subject to reduction whether by offset or otherwise and shall not be conditional
upon the performance or nonperformance by any party of any agreement for any cause whatsoever.

* Preliminary, subject to change.
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THE REFUNDING PLAN

The Certificates are being issued to provide a portion of the moneys to prepay the 2000 Installment
Purchase Contract in the aggregate principal amount of $ which will in turn cause a redemption of
approximately $ aggregate principal amount of certain Variable Rate Demand Bonds, Series 1998
(WateReuse Variable Rate Finance Program) (the “Watereuse Bonds™), which are currently owned by the
liquidity provider for the Watereuse Bonds, on or about December _, 2008. Proceeds from the 2000
Installment Purchase Agreement were used by the City to finance the expansion of and certain other capital
improvements to the City’s San Luis Rey Wastewater Treatment Plant (the “2000 Project”).

All of the City’s obligations under the 2000 Installment Purchase Contract, including the pledge and
lien on the Revenues of the Sewer System which secure the City’s payment obligations under the 2000
Installment Purchase Contract, will be fully discharged upon the issuance of the Certificates.

ESTIMATED SOURCES AND USES OF PROCEEDS

The following table sets forth the estimated sources and uses of the proceeds of the Certificates:

Sources
Certificate ProCeeds ......ceovecievreeeeereeeeieeeeeeeeeieneeeeeseesesssennens $
Net Original Issue Premium.........ccccoceeveeviiirenreveeeesresensensesensennens
TOtAl SOUICES......ccceeeereerrererreteeteeeeeeiresseeeeessresnessesssressnessnns $
Uses
Escrow Fund" ettt ettt et st e et et et eere st e e sae s enaasaent $

RESEIVE FUN....ceeeeeeeeeeeeeeeccteeeeeeee et se st s e sse s e san e

)" To be transferred by the Trustee to the Watereuse Finance Authority to prepay the 2000 Installment Purchase Contract.
@ Includes legal and financing costs; printing costs; fees of rating agencies; initial fees of the Trustee; advertising costs;
Underwriter’s Discount and other miscellaneous delivery costs.

THE CERTIFICATES

General Provisions

*

The Certificates will be executed and delivered in the aggregate principal amount of $
will be dated the Date of Delivery, will represent interest from such date at the rates per annum set forth on the
cover page hereof, payable semiannually on May 1 and November 1 in each year, commencing May 1, 2009
(each, an “Interest Payment Date™), and will mature on the dates and in the amounts set forth on the inside
cover page hereof. Interest on the Certificates will be calculated on the basis of a 360-day year consisting of
twelve 30-day months.

DTC and Book-Entry Only System

The information in this section and APPENDIX D concerning The Depository Trust Company
(“DTC”) and DTC’s book-entry system has been obtained from DTC, and the City, the Authority and the
Trustee take no responsibility for the accuracy thereof. See APPENDIX D—“DTC AND BOOK-ENTRY
ONLY SYSTEM” hereto for a further description of DTC and its book-entry system. Capitalized terms used
under this caption and not otherwise defined shall have the respective meanings given to such terms in
APPENDIX D.

* Preliminary, subject to change.
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DTC will act as securities depository for the Certificates. The Certificates will be executed and
delivered as fully registered securities registered in the name of Cede & Co. (DTC’s partnership nominee).
One fully-registered Certificate will be executed and delivered for each year in which the Certificates mature
in a denomination equal to the aggregate principal amount of the Certificates maturing in that year, and will be
deposited with DTC. So long as Cede & Co. is the registered owner of the Certificates, as nominee of DTC,
references herein to the owners or holders of the Certificates or Certificate Owners shall mean Cede & Co. and
shall not mean the actual purchasers of the Certificates (the “Beneficial Owners”).

The City and the Trustee cannot and do not give any assurances that DTC Direct Participants or DTC
Indirect Participants will distribute to the Beneficial Owners: (i) payments of interest with respect to the
Certificates; (ii) certificates representing an ownership interest in or other confirmation of ownership interests
in the Certificates; or (iii) prepayment or other notices sent to DTC or Cede & Co., its nominee, as registered
owner of the Certificates, or that they will do so on a timely basis or that DTC, DTC Direct Participants or
DTC Indirect Participants will service and act in the manner described herein.

Optional Prepayment

The Certificates with stated maturities on or after May 1, 20__, are subject to prepayment prior to their
respective stated maturities, as a whole or in part in the order of maturity as directed by the City in a written
request provided to the Trustee and by lot within each maturity, in integral multiples of $5,000, on any date on
or after May 1, 20__, from optional prepayments of the Series 2008 Installment Payments made by the City
pursuant to the Installment Purchase Agreement, at a prepayment price equal to the principal amount of such
Certificates to be prepaid, plus accrued interest evidenced and represented thereby to the date fixed for
prepayment, without premium.

Mandatory Prepayment From Insurance and Condemnation Proceeds

The Certificates are subject to mandatory prepayment prior to their respective stated maturities, as a
whole, or in part in the order of maturity as directed by the City in a written request provided to the Trustee
and by lot within each maturity, on any date, in integral multiples of $5,000, from Net Proceeds of casualty
insurance or a condemnation award upon the terms and conditions of, and as provided for in, the Trust
Agreement and the Installment Purchase Agreement, at a prepayment price equal to the principal amount
thereof plus accrued interest evidenced and represented thereby to the date fixed for prepayment, without
premium. .

Notice of Prepayment

When prepayment is authorized or required, the Trustee will give notice to the Owners of the
Certificates designated for prepayment. Such notice will state the date of notice, the prepayment date, the
place or places of prepayment and the prepayment price, will designate the maturities, CUSIP numbers, if any,
and, if less than all Certificates of any such maturity are to be prepaid, the serial numbers of the Certificates of
such maturity to be prepaid by giving the individual number of each Certificate or by stating that all
Certificates between two stated numbers, both inclusive, have been called for prepayment, and in the case of
Certificates to be prepaid in part only, the respective portions of the principal amount thereof to be prepaid.
Each such notice will also state that on said date there will become due and payable on each of said
Certificates the prepayment price thereof or of said specified portion of the principal represented thereby in the
case of a Certificate to be prepaid in part only, together with interest accrued with respect thereto to the
prepayment date, and that (provided that moneys for prepayment have been deposited with the Trustee) from
and after such prepayment date interest with respect thereto shall cease to accrue, and will require that such
Certificate be then surrendered to the Trustee.

Notice of such prepayment will be mailed, first-class postage prepaid, not more than 60 days nor less
than 30 days prior to said prepayment date, to the respective Owners of any Certificates designated for
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prepayment at their addresses appearing on the Certificate registration books. Any defect in the notice or the
mailing thereof will not affect the validity of the prepayment of any Certificate.

With respect to any notice of optional prepayment of Certificates, such notice may state that such
prepayment shall be conditional upon the receipt by the Trustee on or prior to the date fixed for such
prepayment of moneys sufficient to pay the principal of, premium, if any, and interest with respect to such
Certificates to be prepaid and that, if such moneys shall not have been so received, said notice shall be of no
force and effect and the Trustee shall not be required to prepay such Certificates. In the event that such notice
of prepayment contains such a condition and such moneys are not so received, the prepayment shall not be
made, and the Trustee shall within a reasonable time thereafter give notice, in the manner in which the notice
of prepayment was given, that such moneys were not so received.

Form of Certificates and Payments Upon Abandonment of Book-Entry Only System

In the event the book-entry only system described above is abandoned or terminated, the Certificates
will be executed and delivered in fully registered form in the denomination of $5,000 each or any integral
multiple thereof. Payment of interest with respect to all Certificates will be made by check or draft of the
Trustee mailed by first class mail on each Interest Payment Date to the respective registered owners (the
“Owners”) of record as of the close of business on the fifteenth day of the calendar month prior to each Interest
Payment Date (each, a “Record Date™) at the addresses shown on the registration books required to be kept by
the Trustee or, upon the written request received by the Trustee of an Owner of at least $1,000,000 in
aggregate principal amount of Certificates, by wire transfer of immediately available funds to an account in the
United States designated by such Owner prior to the applicable Record Date except in each case, that, if and to
the extent that there is a default in the payment of the interest due on such Interest Payment Date, such
defaulted interest will be paid to the Owners in whose names any such Certificates are registered at the close of
business on a special record date as determined by the Trustee. Payment of principal and prepayment price
with respect to all Certificates will be payable in lawful money of the United States of America upon
presentation and surrender thereof at the principal corporate trust office of the Trustee in Los Angeles,
California.

Interest with respect to any Certificate will be payable from the Interest Payment Date next preceding
the date of execution thereof, unless such date is after a Record Date and on or before the succeeding Interest
Payment Date, in which case interest will be payable from such Interest Payment Date, or unless such date
shall be on or before the first Record Date, in which case interest shall be payable from the Closing Date,
provided, however, that if, as shown by the records of the Trustee, interest represented by the Certificates is in
default, Certificates executed in exchange for Certificates surrendered for transfer or exchange will represent
interest from the last date to which interest has been paid in full or duly provided for with respect to the
Certificates, or, if no interest has been paid or duly provided for with respect to the Certificates, from the
Closing Date.

SERIES 2008 INSTALLMENT PAYMENTS

On April 29 and October 30 of each year (or if such day is not a Business Day then on the next
preceding Business Day) commencing on April 29, 2009 (each, an “Installment Payment Date”), the City will
pay to the Trustee an amount equal to the 2008 Installment Payment coming due on such Installment Payment
Date. Any moneys on deposit in the Certificate Payment Fund on each Installment Payment Date (other than
amounts required for the payment of past due principal or interest with respect to any Certificates not presented
for payment) will be credited to the payment of the Series 2008 Installment Payments due and payable on such
date. The Trust Agreement requires that the Trustee deposit such payments in the Certificate Payment Fund
for application to make principal and interest payments due with respect to the Certificates. Additionally, the
City has outstanding the following obligations which are payable from Net Revenues on a parity with the
Series 2008 Installment Payments: (i) two loans from the State Water Resources Control Board; and (ii) an
Installment Purchase Agreement dated as of March 1, 2003 (the “2003 Installment Purchase Agreement”) by
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and between the City and the Authority relating to City of Oceanside Revenue Certificates of Participation
(1993 Wastewater System Refunding Project) Series 2003. See “THE SEWER SYSTEM—Outstanding

Indebtedness™ herein.

Set forth below is a table of the annual Series 2008 Installment Payments, the Series 2003 Installment
Payments and the State Loan payments. Upon the prepayment of the 2000 Installment Purchase Contract, the
City has no other outstanding contracts or Bonds secured by a pledge of Revenues or payable from Net
Revenues other than as set forth in the table below.

Series 2008 Installment Payments”
Annual Series 2003 1993 State 2000 State
Period Ending Installment Loan Loan Total Debt
June 30, Principal Interest Total Payments Payments Payments Service

2009 $ $ $ $ $
2010 $ $
2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

2022

2023

2024

2025

2026

2027

2028

SECURITY FOR THE CERTIFICATES

Each Certificate represents an undivided interest in Series 2008 Installment Payments to be made by
the City under the Installment Purchase Agreement. Pursuant to the Assignment Agreement, the Authority has
assigned to the Trustee for the benefit of the Owners of the Certificates substantially all of its right, title and
interest in the Installment Purchase Agreement, including its right to receive Series 2008 Installment Payments
thereunder and its rights as may be necessary to enforce payment of the Series 2008 Installment Payments
when due or otherwise protect the interests of the Owners of the Certificates under the Installment Purchase

Agreement.

Pledge of Revenues

All Revenues and all amounts on deposit in the Revenue Fund, which the City agrees to establish and
hold under the Installment Purchase Agreement, are irrevocably pledged to the payment of the Series 2008
Installment Payments as provided in the Installment Purchase Agreement and the Revenues will not be used
for any other purpose while any of the Series 2008 Installment Payments remain unpaid except as described
below. Under the terms of the Installment Purchase Agreement, Revenues are applied first pay Operation and
Maintenance Costs. The Series 2008 Installment Payments are payable solely from Net Revenues. The pledge
of Revenues constitutes a first and exclusive lien thereon and, subject to application of amounts on deposit
therein as permitted in the Installment Purchase Agreement, on the Revenue Fund and the other funds and

* Preliminary, subject to change.
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accounts created under the Installment Purchase Agreement for the payment of the Series 2008 Installment
Payments and all other Contracts and Bonds in accordance with the terms of the Installment Purchase
Agreement and the Trust Agreement, including but not limited to the 1993 State Loan, the 2000 State Loan
and the 2003 Installment Purchase Agreement.

Revenues include all amounts derived by the City from the collection, treatment and disposal of
wastewater, all stand-by or wastewater availability charges related to the Sewer System and all connection
charges and development fees collected by the City and including investment earnings on all such amounts and
the City’s Sewer Fund reserves, all as more particularly described in the definition of Revenues in
APPENDIX B hereto. Revenues do not include certain other moneys, as more particularly excluded in the
definition of Revenues in APPENDIX B hereto. See APPENDIX B—“DEFINITIONS AND SUMMARY OF
CERTAIN DOCUMENTS.”

Moneys in the Revenue Fund will be used and applied by the City as provided in the Installment
Purchase Agreement. The City has covenanted, from the moneys in the Revenue Fund, to pay all Operation
and Maintenance Costs (including amounts reasonably required to be set aside in contingency reserves for
Operation and Maintenance Costs, the payment of which is not then immediately required) as they become due
and payable. Thereafter, all remaining moneys in the Revenue Fund will be used and applied to pay Debt
Service, including the Series 2008 Installment Payments, Series 2003 Installment Payments, payments with
respect to State Loans and any other Contracts or Bonds secured on a parity with the Series 2008 Installment
Payments, then to replenish all reserve funds established for the Certificates and such Bonds or Contracts,
including the Reserve Fund, and thereafter for any purpose permitted by law.

Limited Liability

Notwithstanding anything contained in the Installment Purchase Agreement, the City shall not be
required to advance any moneys derived from any source of income other than the Revenues, the Revenue
Fund and the other funds provided in the Installment Purchase Agreement for the payment of amounts due
under the Installment Purchase Agreement or for the performance of any agreements or covenants required to
be performed by it contained in the Installment Purchase Agreement. The City may, however, advance
moneys for any such purpose so long as such moneys are derived from a source legally available for such
purpose and may be legally used by the City for such purpose.

THE OBLIGATION OF THE CITY TO MAKE THE SERIES 2008 INSTALLMENT PAYMENTS
IS AN IRREVOCABLE OBLIGATION OF THE CITY PAYABLE SOLELY FROM NET REVENUES BUT
DOES NOT CONSTITUTE AN OBLIGATION OF THE CITY FOR WHICH THE CITY IS OBLIGATED
TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE CITY HAS LEVIED OR
PLEDGED ANY FORM OF TAXATION. THE OBLIGATION OF THE CITY TO MAKE THE
SERIES 2008 INSTALLMENT PAYMENTS UNDER THE INSTALLMENT PURCHASE AGREEMENT
DOES NOT CONSTITUTE A DEBT OR INDEBTEDNESS OF THE CITY, THE AUTHORITY, THE
STATE OF CALIFORNIA OR ANY OF ITS POLITICAL SUBDIVISIONS IN CONTRAVENTION OF
ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR RESTRICTION.

The Series 2008 Installment Payments are payable only from Net Revenues and are not secured by,
and the Certificate Owner has no security interest in or mortgage on, the San Luis Rey Wastewater Treatment
Plant, or the Sewer System or any other assets of the City. Default by the City will not result in loss of the San
Luis Rey Wastewater Treatment Plant or the Sewer System or any other assets of the City. Should the City
default, the Trustee, as assignee of the Authority, may declare the entire principal amount of the unpaid Series
2008 Installment Payments and the accrued interest thereon to be due and payable immediately, and upon any
such declaration the same shall become immediately due and payable, and by mandamus or other action or
proceeding or suit at law or in equity enforce its rights against the City, compel the City to perform and carry
out its duties under the law and the agreements and covenants required to be performed by it contained in the
Installment Purchase Agreement or by suit in equity enjoin any acts or things which are unlawful or violate the
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rights of the Authority. See APPENDIX B—“DEFINITIONS AND SUMMARY OF CERTAIN
DOCUMENTS—Events of Default and Remedies of the Authority.”

Rate Covenant

The City has covenanted in the Installment Purchase Agreement to fix, prescribe, revise and collect
rates, fees and charges for the Sewer Service which will be at least sufficient to yield during each Fiscal Year
Net Revenues equal to one hundred fifteen per cent (115%) of the Debt Service for such Fiscal Year. The City
may make adjustments from time to time in such rates and charges and may make such classification thereof as
it deems necessary, but shall not reduce the rates and charges then in effect unless the Net Revenues from such
reduced rates and charges will at all times be sufficient to meet the requirements of the rate covenant.

Limitations on Parity and Superior Obligations

Obligations Superior to Installment Payments. The City has covenanted in the Installment Purchase
Agreement that it will not, so long as any Certificates are Outstanding, issue or incur any obligations secured
by a pledge of Revenues and payable from Net Revenues prior or superior to the Installment Payments.

Obligations on a Parity with the Installment Payments. The City may at any time execute any
Contract or issue any Bonds, as the case may be, which are secured by Net Revenues on a parity with the
Installment Payments in accordance with the Installment Purchase Agreement, provided:

(a) The Net Revenues for any consecutive twelve calendar month period during the eighteen
calendar month period preceding the date of adoption by the City Council of the resolution authorizing the
issuance of such Bonds or the date of the execution of such Contract, as the case may be, as evidenced by a
special report prepared by an Independent Certified Public Accountant or Independent Financial Consultant on
file with the City, shall have produced a sum equal to at least one hundred fifteen per cent (115%) of the Debt
Service for such twelve month period; and

(b) The Net Revenues for any consecutive twelve calendar month period during the eighteen
calendar month period preceding the date of the execution of such Contract or the date of adoption by the City
Council of the resolution authorizing the issuance of such Bonds, as the case may be, including adjustments to
give effect as of the first day of such twelve month period to increases or decreases in rates and charges for the
Sewer Service approved and in effect as of the date of calculation, as evidenced by a special report prepared by
an Independent Certified Public Accountant or Independent Financial Consultant on file with the City, shall
have produced a sum equal to at least one hundred fifteen per cent (115%) of the Debt Service for such twelve
month period plus the Debt Service which would have accrued on any Contracts executed or Bonds issued
since the end of such twelve month period assuming such Contracts had been executed or Bonds had been
issued at the beginning of such twelve month period plus the Debt Service which would have accrued had such
Contract been executed or Bonds been issued at the beginning of such twelve month period; and

©) The estimated Net Revenues for the then current Fiscal Year and for each Fiscal Year
thereafter to and including the first complete Fiscal Year after the latest Date of Operation of any uncompleted
Project to be financed from proceeds of such Contracts or Bonds, as evidenced by a certificate of the City
Manager on file with the City, including (after giving effect to the completion of all such uncompleted
Projects) an allowance for estimated Net Revenues for each of such Fiscal Years arising from any increase in
the income, rents, fees, rates and charges estimated to be fixed, prescribed or received for Sewer Service and
which are economically feasible and reasonably considered necessary based on projected operations for such
period, as evidenced by a certificate of the City Manager on file with the City, shall produce a sum equal to at
least one hundred fifteen per cent (115%) of the estimated Debt Service for each of such Fiscal Years, after
giving effect to the execution of all Contracts and the issuance of all Bonds estimated to be required to be
executed or issued to pay the costs of completing all uncompleted Projects within such Fiscal Years, assuming
that all such Contracts and Bonds have maturities, interest rates and proportionate principal repayment
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provisions similar to the Contract last executed or then being executed or the Bonds last issued or then being
issued for the purpose of acquiring and constructing any of such uncompleted Projects.

Reserve Fund

A Reserve Fund is established by the Trust Agreement and is required to be funded in an amount
equal to the initial Series 2008 Reserve Requirement of § . The “Series 2008 Reserve
Requirement” means as of any date of calculation an amount equal to the least of (i) the maximum Series 2008
Installment Payments due in the then current or any future fiscal years; (ii) 125% of the average annual
Series 2008 Installment Payments then payable under the Installment Purchase Agreement (excusive of any
Series 2008 Installment Payments that have been discharged pursuant to the Installment Purchase Agreement);
and (iii) 10% of the aggregate initial amount of the Series 2008 Installment Payments.

The City may substitute a policy of insurance, letter of credit or surety bond (the “Funding
Instrument”) for moneys on deposit in the Reserve Fund in order to meeting the Series 2008 Reserve
Requirement; provided that:

(a) The obligation to reimburse for any draws upon the Funding Instrument shall be subordinate
to the payment of the Installment Payments. The right of the provider of the Funding Instrument to
reimbursement for any draws on the Funding Instrument from amounts paid by the City for deposit in the
Reserve Fund shall be senior to cash replenishment of the Reserve Fund, which shall be senior to payment to
the provider of the Funding Instrument of any interest on amounts advanced under the Funding Instrument.

(b) The provider of any Funding Instrument will be rated at the time of its delivery “AAA” by
Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies, Inc. or any successor thereto
and “Aaa” by Moody’s Investor Service, Inc. or any successor thereto, or any equivalent rating then in effect.

THE SEWER SYSTEM

The Sewer System

The City’s Sewer System consists of the La Salina Wastewater Treatment Plant, which has a capacity
of 5.5 million gallons per day (“MGD”) and the San Luis Rey Wastewater Treatment Plant, which has a
capacity of 13.7 MGD, [34] lift stations, approximately 450 miles of sewer mains and a 1.6 mile ocean outfall
line. Total capacity of the Sewer System is 19.2 MGD, with a current average daily flow of 13.4 MGD.

The Sewer System requirements are served by a network of gravity mains, sewer lift stations and force
mains that collect raw sewage and deliver it to the wastewater treatment plants for treatment. Both wastewater
treatment plants currently provide secondary treatment utilizing the active sludge process. Effluent from the
San Luis Rey Wastewater Treatment Plant flows through a 24 inch concrete reinforced steel force main to a
point where it joins effluent from the La Salina Wastewater Treatment Plant. The combined flow of the treated
secondary effluent is then transported via a 36 inch concrete steel force main to the ocean via a 1.6 mile outfall
line.

Additionally, the City has a flow sharing agreement with the City of Vista that allows each city to
share flows for certain portions of their respective service areas that are better served by the other city. The
flow sharing agreement provides for compensation in the event of differential flows; however, payments made
by either city pursuant to this agreement have been historically de minimis.

Environmental Compliance

The present discharge requirements for the treatment plants are established by the State of California
(the “State”) Regional Water Quality Control Board, San Diego Region (the “Regional Board”), which
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administers and enforces all federal and State discharge requirements. The Regional Board administers
regulations promulgated under the National Pollutant Discharge Elimination System by the United States
Environmental Protection Agency (the “EPA”) and Division 7 of the California Water Code and regulations
adopted thereunder. The City’s present discharge permit (Waste Discharge Order No. R9-2005-0136, NPDES
Permit No. CA 0107433) (the “Order) was adopted on August 10, 2005 and expires on August 10, 2010.

The sewer department of the City is responsible for satisfying federally and State-mandated discharge
requirements. The requirements include schedules for monitoring operations to assure discharge compliance
and protection of the City’s water supply. The Regional Board frequently inspects the City’s treated
wastewater to ensure compliance with the Order. There are currently no pending actions by the Regional
Board with respect to the City’s wastewater.

Service Area

The City’s Sewer System provides sewer treatment services to the entire area within the City, and a
portion of the Rainbow Municipal Water District. The City currently provides sewer service to approximately
41,145 residential, commercial and industrial connections within the City of Oceanside and 2,049 connections
within Rainbow Municipal Water District (“RMWD?”). The City bills RMWD annually for service and flow
charges.

Sewer System Insurance

The City is a member of the San Diego Pooled Insurance Program Authority (“SANDPIPA”) which
provides general liability insurance. As a member, the City carries a self-insured retention of $250,000 and is
insured through SANDPIPA from $250,000 to $2,000,000. In addition, SANDPIPA has purchased excess
insurance coverage from $2,000,000 to $28,000,000 for all of its members, including the City. There have
been no significant changes in insurance coverage during the current year and settlements have not exceeded
coverage in each of the past three fiscal years.

SANDPIPA is a joint powers agency of twelve cities located within San Diego County. Each city has
equal representation on the Board of Directors, which consists of a city staff member (and an alternate)
appointed by each City Council. The Board of Directors has total responsibility for all actions of SANDPIPA.

The Board of Directors elects three members (including a President and Vice-President) to the
Executive Committee, which has the responsibility for overseeing all operations of SANDPIPA, including
preparation and submission of the annual operating budget to the Board of Directors for its approval and
modification, if deemed necessary.

Annual premiums and assessments are approved by the Board of Directors and are adjusted each year
based on each member’s share of:

Incurred losses

Such losses and other expenses as a proportion of all members’ such losses

The contribution to reserves, including reserves for incurred-but-not-reported (IBNR) losses
Costs to purchase excess insurance

Costs to purchase any additional coverage

e 6 o o o

Detailed financial information may be obtained from SANDPIPA.

If and when SANDPIPA is dissolved, the remaining assets, after all premium and assessments have
been paid and final disposition of all claims has been determined, will be distributed to members proportionate
to each city’s cash contributions made during the life of SANDPIPA. Until dissolution, however, no city has
identifiable equity in SANDPIPA.
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Defined Benefit Pension Plan

[Need most recent PERS Report] Pension Plan Description. The City contributes to the California
Public Employees Retirement System (“CalPERS”), an agent multiple-employer public employee defined
benefit pension plan. CalPERS provides retirement and disability benefits, annual cost-of-living adjustments,
and death benefits to plan members and beneficiaries. CalPERS acts as a common investment and
administrative agent for participating public entities within the State. Benefit provisions and all other
requirements are established by State statute and City ordinance.

Funding Policy. All permanent employees of the City are eligible to participate in the Public
Employees’ Retirement Fund (the “PERS Fund”) of CalPERS. Benefits vest after 5 years of service. Safety
(fire and police) employees who retire at or after age 50 are entitled to an annual retirement benefit payable
monthly for life in an amount equal to the number of years worked multiplied by three percent (3%) of their
average salary during the highest-paid one-year period. Miscellaneous employees who retire at or after age 55
are entitled to an annual retirement benefit payable monthly for life in an amount equal to the number of years
worked multiplied by two percent (2%) of their average salary during the highest-paid 1-year period.

The required employee contribution to the program totals nine percent (9%) for safety employees and
seven percent (7%) for miscellaneous employees. The City employer makes the contributions required of City
employees on their behalf and for their account. The City’s payroll for employees covered by the program
Fiscal Year 200 -0_ was $ and the City’s payments to CalPERS amounted to $[5,243,020] for
Fiscal Year 200[6-07]. The City employer is required to contribute at actuarially determined rates. The rates
for Fiscal Year 200[6-07] were [8.492]% and [18.221]% of annual covered payroll for the miscellaneous and
safety employees, respectively. [What is Wastewater’s share?]

Natural Disasters

The City, like much of the State, may be subject to unpredictable seismic activity, fires, flood or other
natural disasters. If there were to be a natural disaster in the City there could be substantial damage to and
interference with the operations of the Sewer System which could result in a reduction of Net Revenues.
According to recent geotechnical reports, the City is not within an Alquist-Priolo Earthquake Fault Zone.
Under the terms of the Installment Purchase Agreement the City is not required to maintain earthquake
insurance. Damage to the Sewer System has the potential to adversely affect the payment of the Series 2008
Installment Payments and the Certificates.

Employee Relations

A total of [126] Water Utilities Department employees operate and maintain the City’s water and
sewer systems. The Water Utilities Department has never experienced a strike, slow down or work stoppage.
The Oceanside City Employees Association represents [371] full-time and [14] part-time non-management
employees as a collective bargaining unit.

Outstanding Indebtedness

The City has incurred certain obligations that are payable from Net Revenues on a parity with the
Installment Payments.

Parity Obligations.

1993 State Loan. On __, 1993, the City entered into State Revolving Fund Local Match
Loan Program Contract No. 00-829-550-0, Local Match Loan No. (the “1993 State Loan”)
with the State Water Resources Control Board to fund upgrades to the San Luis Rey wastewater treatment
plant. The 1993 State Loan is currently outstanding in the aggregate principal amount of $ and
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matures in November 2015. Annual debt service on the 1993 State Loan is approximately $658,191. Pursuant
to the terms of the 1993 State Loan, the City’s obligation to pay debt service on the 1993 State Loan will be
payable from Net Revenues on a parity with the Installment Purchase Agreement.

2000 State Loan. On November 30, 2000, the City entered into State Revolving Fund Local Match
Loan Program Contract No. 00-829-550-0, Local Match Loan No. C-06-4161-110 (the “2000 State Loan”)
with the State Water Resources Control Board to fund the expansion of the San Luis Rey Wastewater
Treatment Plant. The 2000 State Loan is for a not to exceed amount of $58,529,984, of which § _
was outstanding, as of , 2008. [The City anticipates that the remaining $ will be
disbursed to the City by , 20_.] [Have all moneys been disbursed?] A portion of the
proceeds from the 2000 State Loan were used to prepay the City’s obligation to make installment payments
pursuant to the 200 Installment Purchase Contract. The 2000 State Loan matures on May 1, 2024. Annual
debt service on the 2000 State Loan will be approximately $2,926,391. Pursuant to the terms of the 2000 State
Loan, the City’s obligation to pay debt service on the 2000 State Loan will be payable from Net Revenues on a
parity with the Installment Purchase Agreement.

2003 Installment Purchase Contract. The City has entered into an Installment Purchase Contract (the
“2003 Installment Purchase Contract™) dated as of March 1, 2003, by and between the City and the Authority.
The City’s obligation to make installment payments under the 2003 Installment Purchase Contract is currently
outstanding in the aggregate principal amount of $8,725,000. The proceeds of the 2003 Installment Purchase
Contract refunded earlier certificates that refinanced the cost of certain capital improvements to the City’s La
Salina wastewater treatment plant. ‘

Historic Sewer System Usage

The City records the volume of wastewater treated by the Sewer System.

The following table summarizes the volume of wastewater treated for the five most recent Fiscal
Years. The City reports that daily average flow has not increased in proportion to the increase in service

connections due to lower average flow from new connections and industrial flow.

HISTORIC SEWER SYSTEM USAGE

Fiscal Year Ended Daily Average Flow
June 30 (MGD) - Increase

2004 -o12.6% 23 %

2005 13.5 7.1

2006 13.2 2.2

2007 13.2 0.0

2008 13.4 1.5
" Construction of certain improvements to the San Luis Rey wastewater treatment plant caused anomalies in daily average

flow.

Source: City.

11
DOCSOC/1308011v4/022114-0027



Historic Sewer System Service Connections

The following table presents a summary of service connections within the City of Oceanside to the
Sewer System for the five most recent Fiscal Years. Additionally, the City provides sewer service to
approximately 2,049 connections within Rainbow Municipal Water District.

HISTORIC SEWER SYSTEM SERVICE CONNECTIONS

Fiscal Year Ended
June 30 Service Connections Increase
2004 38,747 1.0 %
2005 40,520 4.4
2006 40,838 0.8
2007 41,066 0.9
2008 41,145 0.2

Source: City.
Historic Sewer System Service and Flow Charge Revenues

The following table shows annual service and flow charge revenues of the Sewer System for the five
most recent Fiscal Years.

HISTORIC SEWER SYSTEM SERVICE AND FLOW CHARGE REVENUES

Fiscal Year Ended Service and Flow
June 30 Charge Revenues Increase (Decrease)
2004 $17,745,209 2.2%
2005 18,238,269 2.8
2006 18,465,119 1.2
2007 20,872,690 , 13.0
2008 23,753,604 13.8
Source: City.
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Largest Users

The following table sets forth the ten largest users of the Sewer System as of June 30, 2007 as
determined by annual payments. These ten largest users of the Sewer System accounted for approximately
4.1% of all Sewer System service and flow charge revenues received in Fiscal Year 2007-08.

HISTORIC SEWER SYSTEM LARGEST USERS

User Type of Account Annual Payment

Hydranautics Industrial manufacturer $ 25487436
Genetech Pharmaceutical manufacturer 208,225.45
Tri-City Hospital Hospital 108,217.58
Aimco-Island Club Multi-family complex 83,043.83
Southridge #8778 Multi-family complex 74,119.43
Mission Park Corp Manufactured home park 56,588.28
Mission Linen Supply Industrial 51,366.73
LA #8 HOA Multi-family complex 50,508.10
Legacy Sunterra Apt Partners Multi-family complex 50,310.03
JMS Acquisitions, LLC Multi-family complex 40.550.94

Total 977.804.73

Source: City.
Sewer System Rates and Charges

General. The City is not subject by statute to the jurisdiction of, or regulation by, the California
Public Utilities Commission or any other regulatory body. The City currently sets Sewer System service
charges to recover operating expenses for the Sewer System with capital improvements and debt service
payments being funded from system buy-in fees, development fees and service charges. The City staff
annually determines the adequacy of the Sewer System service charge structure after full consideration of
expected operations, maintenance and capital costs. Sewer Sys<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>