CITY OF OAKLAND . LED
OFFICE OF TeeCiTy CLERK
AGENDA REPORT Qi sy SRR
209 SEP 15 AM 9: 59
TO: Office of the City Administrator

ATTN:  Deborah Edgerly

FROM: Finance and Management Agency

DATE:  September 28, 2004

RE: AN ORDINANCE AMENDING THE MUNICIPAL CODE TO SET FORTH
PROCEDURES FOR THE ISSUANCE OF SEWER REVENUE BONDS AND
ESTABLISHING A RATE STABILIZATION FUND AND A RESOLUTION
APPROVING THE ISSUANCE OF NOT TO EXCEED $§70,000,000 OF
SEWER REVENUE BONDS TO FINANCE THE CONSTRUCTION AND
INSTALLATION OF CERTAIN IMPROVEMENTS TO THE CITY'S SEWER
SYSTEM AND APPROVING AND AUTHORIZING EXECUTION OF
DOCUMENTS AND THE TAKING OF ALL NECESSARY ACTIONS
RELATING THERETO

SUMMARY

A Resolution has been prepared authorizing and directing the sale of a not to exceed amount of
$70 million in Sewer Revenue Bonds, 2004 Series A, to fund the costs of improvements to the
City’s aging sewer system. An accompanying Ordinance has also been prepared, establishing
the procedures the City must follow in order to issue sewer revenue bonds. The Ordinance sets
forth the general terms of the bonds and limits the expenditure of bond proceeds to the cost of
capital improvements, including all costs of issuing the bonds, and the costs of any insurance or
other credit enhancement. The Ordinance also establishes a rate stabilization fund into which
sewer revenue charges may be deposited. The creation of the rate stabilization fund provides
security for bondholders, which may lower the costs for issuing the bonds.

Based on current interest rates, the issuance of $70 million in bonds would result in an average
annual debt service of approximately $4.5 million over 25 years. The proceeds from the Sewer
Revenue Bonds, 2004 Series A, will be used within a three-year period beginning December
2004. A list of the proposed Sewer Revenue projects is shown on Exhibit A, which is attached.

FISCAL IMPACTS

The Sewer Revenue Bonds, 2004 Series A, will be fully supported by the currently-approved
sewer revenue charges. Some 30% of the proceeds will be used for City staff (both for project
design and for contract management and administration), with the balance contracted out to
specialized construction firms, subject to the City’s contract compliance requirements.

BACKGROUND

A sewer service charge is collected from all property owners in the City of Oakland to fund
maintenance, operation and capital improvements to the sanitary sewer system in Oakland,
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including the City’s infiltration/inflow correction program. Since its inception in 1987, this
program has resulted in significantly reduced overflows of sanitary sewage during wet weather.
To date, the City has reconstructed 38 miles of relief sewers and has rehabilitated an additional
159 miles of collection pipes serving over 4,800 acres of land within the City, at a cost of $103
million. The total length of sewer lines within the City is about 1,000 miles.

In 2003, the Public Works Agency performed an analysis of the current available cash in the
sewer service fund, compared with operating expenses and the increasing cost of mandated
capital improvements to the system. This analysis demonstrated the need for increasing the
sewer service charge, which had last been raised on July 1, 2000, On September 30, 2003, the
City Council adopted Ordinance 12540 C.M.S. increasing sewer service charges, effective
January 1, 2004. The Sewer Revenue Bonds, 2004 Series A, will be repaid with a portion of the
revenue resulting from the increased sewer service charge.

KEY ISSUES AND IMPACTS

The proceeds from the Sewer Revenue Bonds, 2004 Series A, will be used for needed capital
improvements to the City’s aging sanitary sewer system. These improvements will ensure
compliance with federal and state clean water mandates and will avoid heavy fines for sewage
overflows.

SUSTAINABLE OPPORTUNITIES

Economic: The proceeds from the Sewer Revenue Bonds, 2004 Series A, will provide funds for
contracting for sewer system repair, maintenance, and improvements.

Environmental: The infiltration/inflow correction program has already resulted in a significantly
cleaner and healthier environment for Qakland’s residents. This success is due to the program’s
initial intent to eliminate the recurring wet-weather overflows in the highest priority areas, which
included the environmentally sensitive Lake Merritt watershed and other public safety risk areas
near schools and parks. Ongoing inspection and maintenance reduce the potential for sanitary
sewer overflows,

Social Equity: The various capital projects may be constructed in disadvantaged areas.
DISABILITY AND SENIOR CITIZEN ACCESS
Work on the sanitary sewer system in sidewalk areas will include construction of curb ramps;

otherwise, there will be no impact to disability or senior citizen access following actions under
this report.

RECOMMENDATIONS AND RATIONALE

Staff recommends that the City approve a resolution authorizing the issuance of the City of
Oakland Sewer Revenue Bonds, 2004 Series A. The City will also need to approve an ordinance
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establishing the procedures the City must follow in order to issue sewer revenue bonds. The
proposed ordinance sets forth the general terms of the bonds and limits the expenditure of bond
proceeds to the cost of capital improvements, including all costs of issuing the bonds, and the
costs of any insurance or other credit enhancement. The ordinance also establishes a rate
stabilization fund.

This legislation is needed in order for the bonds to be issued, so that proceeds may be used
towards needed capital improvements to the sanitary sewer system. Staff also recommends that
the City engage the following financing team members to complete the transaction: Ross
Financial as Financial Advisor, and Wells Fargo Bank, National Association as Trustee. The
Sewer Revenue Bonds, 2004 Series A, will be offered on a competitive basis to achieve the
lowest borrowing cost for the City.

ACTION REQUESTED OF THE CITY COUNCIL

Staff recommends that the City Council approve the procedural ordinance and the resolution
authorizing and directing the sale of sewer revenue bonds for an amount not to exceed $70
million. Also, it is requested that Council approve the appointment of the financing team
members.

It is expected that the transaction will close in December 2004. All documents referred to in this
staff report are on file in the Office of the City Clerk.

Respectfully submitted,

/QLL oA —

William E. Noland
Director, Finance and Management Agency

Prepared by:
Joseph T. Yew, Jr., Treasury Manager,
Finance and Management Agency

APPROVED AND FORWARDED TO THE
FINANCE AND MANAGEMENT COMMITTEE:

e pete %A@

OFFICE OF THE CITY ADM ISTRATOR
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EXHIBIT A

2004 SEWER REVENUE BOND FUNDED PROJECTS

Fund

Project

Project Description

Council
District

3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100
3100

C95810
€165910
C211910
C96010
C136310
C212010
C198510
Co8310
C236310
C158210
C185210
C171110
C200610
C79110
C1567910
C158110
C252310
C253910
C253810
C171010
C65210
C72910
C74710
C219510
C158010
C158310
C96210
C227410
C59310
C67310
C79710
C227310
C227710
C227810
C79310
C80010
C96110
€85120
Ca5910
C158410
C158510
C227510
Cc227610
Cc79810
C81310
C95510
C227210
C228910
228910

Sanitary Sewer Rehabilitation in High St, Hwy 880, 56th Ave, and North of Coliseum Way
Sanitary Sewer Easement off La Cresta Ave between E38th / Hampel

Sanitary Sewer Replacement in Wood Drive

Sanitary Sewer Rehabilitation & Relief Sewer in Shattuck, 63rd, Adeline Area

Sanitary Sewer Replacement in easement 39TH AVE/Merra Street

Sanitary Sewer Rehabilitation in E.15th St. from 18th Ave. t¢ 19th Ave.

Sanitary Sewer Rehabilitation Brentwood and Melvin

Relief Sewer in 14th Ave at E 12th St., E 26th 8t. and E 20th St

Sanitary Sewer Replacement in Golden Gate Avenue

Sanitary Sewer Rehabilitation in Scheol, Rhoda, Steinmetz & Maple Streets Area

Sanitary Sewer Rehabilitation in 63rd, Occidental, 61st, Adeline, 58th St, San Pablo Ave. Area

Sanitary Sewer Rehabilitation {Florida, Madeline, Locarno, Oak, Longridge, Skyline)
Sanitary Sewer Rehabilitation in Pinehaven and Valley View

Sanitary Sewer Rehabilitation in Skyline, Elysian Fields, Golf Links Rd. Area
Sanitary Sewer Rehabilitation in MacArthur, 38th Ave, Reinhardt and Madrone St. Area
Sanitary Sewer Rehabilitation in Crest Ave, Michigan Ave, 82nd Ave & MacArthur Bivd
Sanitary Sewer Easement btwn Morgan and Carlson

Sanitary Sewer Easement btwn Gravatt and Alvarado

Sanitary Sewer Easement btwn Deimont and Oakdale

Sanitary Sewer Rehabilitation in Crestmont Drive

Sanitary Sewer Rehabilitation in 27th, FWY 580 and Harrison Area

Sanitary Sewer Rehabilitation in Seneca, MacArthur, Stearns Area

Sanitary Sewer Rehabilitation in Franklin, 12th and Harrison Area

On-Call Emergency Repairs

Sanitary Sewer Rehabilitation in MacArthur Blvd., 73rd Ave., Sunkist, 75th Ave. Area
Sanitary Sewer Rehabilitation in Vallejo, 67th, San Pablo Ave and 59th St. Area
Sanitary Sewer Rehabilitation in Crest, 82nd, Golf Links & Blandon Road Area
Relief Sewer in Beaumont E23rd to I-580

Sanitary Sewer Rehabilitation in Lakeside, 13th, Alice and Harrison Area

Sanitary Sewer Rehabilitation in Easement off Nairobi Place

Relief Sewer in 29th Ave, E 14th St, 28th Ave

Rehabilitation of Sanitary Sewer in Midvale Ave., 1-580 FWY, Laurel Ave, Carlsen St Area
Sanitary Sewer Rehabilitation in Franklin, Broadway, and 11th Area

Sanitary Sewer Rehabilitation in Shetland, Malcolm, Scotia & Skyline Area

Relief Sewer in MLK Jr. Way from Clay Street to 6th Street Area

Relief Sewer in Curran Ave, School St, and Wilson Ave

Sanitary Sewer Rehabilitation in E24th St, 17th Ave, E 14th and 13th Ave Area
Sanitary Sewer Rehabititation in Market, 45th, and West

Sanitary Sewer Rehabilitation in Broadway from 11th to Embarcadero

Mainlake Relief Sewer Mandela Pkwy to Poplar St. Sewer Relief

Mainlake Relief Sewer Poplar St. to Adeline Sewer Relief

Mainlake Relief Serwer in Grand, Filbert to Isabella

Mainlake Relief Sewer in Grand, Chestnut to Filbert

Relief Sewer in Grand Ave from Market to MLK

Relief Sewer in Dimond Ave and Sloan to Dimond Park

Maintake Relief Sewer from EBMUD Interceptor to Mandela Parkway

Sanitary Sewer Rehabilitation in Telegraph, 24th, Lee, Harrison, and 12th Ave Area
Emergency Sanitary Sewer repairs 04-05

Emergency Sanitary Sewer repairs 05-06
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APPROVED AS TO FORM AND LEGALITY
INTRODUCED BY COUNCILMEMBER

Nige
OFFICE OF THE CIT v ATTORNEY
R IARS

\ 204SEP 16 AM J0: 02
ORDINANCE NO. C.M.S.

AN ORDINANCE ADDING CHAPTER 4.50 TO TITLE 4 OF THE OAKLAND
MUNICIPAL CODE SETTING FORTH POWERS AND PROCEDURES FOR THE
ISSUANCE OF SEWER REVENUE BONDS FOR THE PURPOSE OF FINANCING
AND REFINANCING SEWER SYSTEM IMPROVEMENTS; AND SETTING FORTH
DEFINITIONS, GENERAL PROVISIONS, GENERAL POWERS, ISSUANCE
PROCEDURES AND CERTAIN SUPPLEMENTAL PROVISIONS RELATING TO THE
ISSUANCE OF SUCH BONDS, INCLUDING ESTABLISHMENT OF A RATE
STABILIZATION FUND

WHEREAS, the City of Oakland (the “City”) is a municipal corporation and charter city
duly organized and existing under a charter pursuant to which the City has the right and power to
make and enforce all laws and regulations in respect of municipal affairs and certain other
matters in accordance with and as more particularly provided in Sections 3, 5 and 7 of Article XI
of the Constitution of the State of California and Section 106 of the Charter of the City (the
“Charter™); and

WHEREAS, the City Council of the City, acting under and pursuant to the powers
reserved to the City under Sections 3, 5 and 7 of Article XI of the Constitution of the State of
California and Sections 106 and 812 of the Charter, finds that the public interest and necessity
require the adoption of this ordinance to authorize, and establish the procedures for, the sale and
issuance of sewer revenue bonds by the City for the purpose of financing improvements to the
sewer system of the City, as more particularly set forth below;

NOW, THEREFORE, THE COUNCIL OF THE CITY OF OAKLAND DOES
ORDAIN AS FOLLOWS:

SECTION 1. The Municipal Code of the City of Oakland is hereby amended by adding
Chapter 4.50, entitled “Sewer Revenue Bond Law” as follows:

CHAPTER 4.50
SEWER REVENUE BOND LAW

ARTICLE 1. GENERAL PROVISIONS AND DEFINITIONS

Sec. 4.50.10. Title. This chapter may be cited as the City of Oakland Sewer
Revenue Bond Law,

Sec. 4.50.20 Purpose. The Council hereby finds and declares that it is
neccessary, essential, a public purpose and a municipal affair for the City to be authorized to issue
Bonds for the purpose of financing the Cost of Capital Improvements of the Sewer System.

Sec. 4.50.30 Definitions. Unless the context otherwise requires, the following
definitions shall govern the construction of this Chapter:
328809_t 1



“Bonds” means any bonds, notes, loans, interim certificates, debentures,
installment purchase agreements, leases or other obligations issued by the City pursuant to this
Chapter, which are payable solely from Revenues as described in the Issuing Instrument.

“Capital Improvement” means any addition, betterment, replacement, renewal,
extension or improvement of or to the Sewer System, including, without limitation, the
acquisition of land or any interests therein, determined by the City to be necessary or convenient
in connection with the utilization of the Sewer System.

“Chapter” means this Chapter 4.50 of the Oakland Municipal Code, as amended
from time to time in accordance herewith.

“Charter” means The Charter of the City of Oakland, as amended from time to
time.

“City” means the City of Oakland, California, a chartered city in the State existing
under and exercising powers pursuant to the Charter and the Constitution of the State.

“Cost” means with respect to any Capital Improvement, all costs and expenses of
planning, designing, acquiring, constructing, installing and financing such Capital Improvement,
placing such Capital Improvement in operation, disposal of such Capital Improvement, and
obtaining governmental approvals, certificates, permits and licenses with respect thereto,
heretofore or hereafter paid or incurred by the City. Payment of Cost shall include the
reimbursement to the City for any of the costs included in this definition of Cost paid by the City
which have not previously been reimbursed to the City and which are not to be reimbursed from
contributions in aid of construction. The term Cost shall include, but shall not be limited to,
funds required for:

(a) Costs of preliminary investigation and development, the performance or
acquisition of feasibility and planning studies, and the securing of regulatory approvals, as well
as costs for land and land rights, engineering and contractors’ fees, labor, materials, equipment,
utility services and supplies, legal fees and financing expenses.

(b) Working capital and reserves therefor in such amounts as shall be
determined by the City.

(c) Interest accruing in whole or in part on Bonds prior to and during
construction of a Capital Improvement or any portion thereof, and for such additional period as
the City may determine.

(d)  The deposit or deposits from the proceeds of the Bonds in any funds or
accounts which deposit or deposits are required by the Issuing Instrument.

(e) The payment of principal, premium, if any, and interest when due
(whether at the maturity of principal or at the duc date of interest or upon redemption or
otherwise) of any note or other evidence of indebtedness the proceeds of which were applied to
any of the costs of a Capital Improvement.
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() Training and testing costs which are properly allocable to the acquisition,
placing in operation, or construction of a Capital Improvement.

() All costs of insurance applicable to the period of construction and placing
a Capital Improvement in operation.

(h)  All costs relating to injury and damage claims arising out of the
acquisition or construction of a Capital Improvement less proceeds of insurance.

(1) Legally required or permitted federal, state and local taxes and payments
in lien of taxes applicable to the period of construction and placing a Capital Improvement in
operation.

) Amounts due the United States of America as rebate of investment
eamings with respect to the proceeds of Bonds or as penalties in lieu thereof.

(k)  Amounts payable with respect to capital costs for the expansion,
reinforcement, enlargement or other improvement of facilities determined by the City to be
necessary in connection with the utilization of a Capital Improvement and the costs associated
with the removal from service or reductions in service of any facilities as a result of the
expansion, reinforcement, enlargement or other improvement of such facilities or the
construction of a Capital Improvement.

0] Costs of issuance of any Bonds.

(m) Fees and expenses pursuant to any lending or credit facility or agreement
applicable fo the period for construction and placing a Capital Improvement in operation.

{n)  All other costs incurred by the City, including but not limited to City staff
costs, properly allocable to the acquisition, construction, or placing in operation of the Sewer
System.

“Council” means the City Council of the City.

“Issuing Instrument’” means the resolution of the Council adopted pursuant to this
Chapter and any indenture or trust agreement pursuant to which the City issues Bonds.

“Rate Stabilization Fund” means the fund established pursuant to Section

4,50.140

“Revenues” means all income, rents, rates, fees, charges and other moneys
derived from the ownership or operation of the Sewer System, including, without limiting the
generality of the foregoing:

(a) all income, rents, rates, fees, connection fees, charges, or other moneys
derived by the City from the sewer services or facilities, and commodities or byproducts, sold,
furnished or supplied through the facilities of or in the conduct or operation of the business of the
Sewer System, and including, without limitation, investment earnings on the operating reserves
to the extent that the use of such earnings is limited to the Sewer System by or pursuant to law,
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and earnings on any funds or accounts established for Bonds, parity obligations or subordinated
obligations but only to the extent that such earnings may be utilized under the Issuing Instrument
for the payment of debt service for such Bonds, parity obligations or subordinated obligations;

(b)  standby charges and capacity charges derived from the services and
facilities, sold, furnished or supplied through the Sewer System;

(c) any amount received from the levy or collection of taxes which are solely
available and are earmarked for the support of the operation of the Sewer System;

(d) transfers from the Rate Stabilization Fund; and

(e) grants for maintenance and operations received from the United States of
America or from the State of California; provided, however, that Revenues shall not include in
all cases, customers’ deposits or any other deposits or advances subject to refund until such
deposits or advances have become the property of the City.

“Sewer System” means the properties, improvements and works at any time
owned, controlled or operated by the City as part of the system for the collection, storage,
treatment, distribution, administration, disposal or discharge of sewage waste and its other
commodities or byproducts, whether located within or without the City for public and private use
and any related or incidental operations designated by the Council as part of the Sewer System.

“State” means the State of California.
ARTICLE IL. ISSUANCE OF BONDS
Sec. 4.50.40 General Powers. The City is authorized and empowered:

(a) To issue Bonds for the purpose of financing the Cost of Capital
Improvements of the Sewer System and for the purpose of refunding Bonds.

(b) To establish the terms and conditions for the financings undertaken
pursuant to this Chapter.

(c) To employ or contract for such legal, consultant, underwriting, economic
feasibility, or other services, as may be necessary in the judgment of the Council for the issuance
and sale of Bonds.

(d) In addition to all other powers specifically granted in this Chapter, to do
all things necessary or convenient to carry out the purposes of this Chapter.

Sec. 4.50.50 Authorization of Bonds. The City may issue Bonds pursuant to a
resolution of the Council for the purpose of financing the Cost of Capital Improvements of the
Sewer System as authorized by this Chapter. Every issue of Bonds shall be payable from
Revenues as described in the Issuing Instrument.
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Sec. 4.50.60 Proceedings Authorizing Issuance; Public or Private Sales.

(a) The proceedings of the City authorizing the issuance of the Bonds may
provide all of the following for the Bonds:

¢} The form of the Bonds, which may be issued as serial bonds, term bonds,
or installment bonds, or any combination thereof.

(2) The date or dates to be borne by the Bonds.
3) The time or times of maturity of the Bonds.

(4)  The mterest, which may be taxable or tax-exempt, fixed or variable and
which may be paid on a current interest or capital appreciation basis, to be borne by the Bonds.

(5)  The time or times that the Bonds shall be payable.

(6)  The denominations, form, and the registration privileges of the Bonds.
(7) The manner of execution of the Bonds.

(8} The place or places the Bonds are payable.

(9)  The terms of redemption of the Bonds.

(10)  Any other terms and conditions deemed necessary by the City.

(b)  The Bonds may be sold at either a public or private sale and at a price at,
above or below the par value thereof.

Sec. 4.50.70 Application of Proceeds of Bonds. The proceeds of the Bonds
shall be applied to the Cost of Capital Improvements, including all costs of issuing the Bonds,
including any bond reserve funds, and the costs of any insurance or other credit enhancement
authorized by Section 4.50.90.

Sec. 4.50.80 Indenture. In the discretion of the Council, any Bonds issued
under the provisions of this Chapter may be secured by an indenture or trust agreement by and
between the City and a corporate trustee or trustees, which may be any trust company or bank
having the powers of a trust company within or without the State. Such indenture or trust
agreement may contain such provisions for protecting and enforcing the rights and remedies of
the Bond owners as may be reasonable and proper and not in violation of law. Any such
indenture or trust agreement may set forth the rights and remedies of the Bond owners and of the
trustee or trustees, and may restrict the individual right of action by Bond owners. In addition to
the foregoing, any such indenture or trust agreement may contain such other provisions as the
Council may deem reasonable and proper for the security of the Bond owners.

Sec. 4.50.90 Insurance or Credit Enhancement. The City may obtain
insurance or other credit enhancement of the Bonds and may enter into any credit,
reimbursement agreement or other agreement with any person or entity. The agreement shall
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contain the terms of the credit, reimbursement, interest rate, security, and any other terms the
City deems necessary or appropriate.

Sec. 4.50.100 Bonds and Investments; Contracts to Place on Interest Rate,
Cash Flow, or Other Basis. In connection with, or incidental to, the issuance or carrying of the
Bonds, the City may enter into investment agreements, forward purchase agreements and other
investments relating to the investment of amounts held pursuant to an Issuing Instrument, and the
City may also enter into any contracts which the City determines to be necessary or appropriate
to place the obligation, as represented by the Bonds, in whole or in part, on the interest rate,
cash-flow, or other basis desired by the City, including, without limitation, contracts commonly
known as interest swap agreements, forward payment conversion agreements, futures, or
contracts providing for payments based on levels of, or changes in, interest rates, stock or other
indices, or contracts to exchange cash flows or a series of payments, or contracts, including,
without limitation, interest rate floors or caps, options, puts or calls to hedge payment, rate,
spread, or similar exposure. These contracts and arrangements shall be entered into with the
parties, selected by the means, and contain the payment, security, default, remedy, and other
terms and conditions, determined by the City, after giving due consideration for the
creditworthiness of the counterparties, where applicable, including any rating by a nationally
recognized rating agency or any other criteria as may be appropriate.

Sec. 4.50.110 Personal Liability. Neither the members of the Council, officers,
employees or agents of the City, nor any person executing the Bonds shall be liable personally
on the Bonds or be subject to any personal liability or accountability by reason of the issuance
thereof.

Sec. 4.50.120 Refunding Bonds. The Council may provide for the issuance of
Bonds any portion of which is to be used for the purpose of refunding outstanding Bonds,
including the payment of the principal thereof and interest and redemption premiums, if any,
thereon. The proceeds of Bonds issued to refund any outstanding Bonds may, in the discretion of
the Council, be applied to the retirement of such outstanding Bonds at maturity, or the
redemption (on any redemption date) or purchase of such outstanding Bonds prior to maturity,
upon such terms and subject to such conditions as the Council shall deem advisable.

Sec. 4.50.130 Repayment of Bonds. The principal and any premium of, and
interest on, the Bonds shall be payable from Revenues and other funds pledged therefor under
the Issuing Instrument, as described in the Issuing Instrument. The issuance of Bonds shall not
directly, indirectly or contingently obligate the Council to levy or pledge any form of taxation.

Sec. 4.50.140 Rate Stabilization Fund. The City hereby establishes the Rate
Stabilization Fund to be held by the City in connection with Bonds.

ARTICLE III. MISCELLANEOUS PROVISIONS

Sec. 4.50.150 Liberal Construction. This Chapter, being necessary for the
health, welfare and safety of the City and its residents, shall be liberally construed to effect its
purposes. Furthermore, the Council hereby declares that this Chapter is an exercise of the power
granted to the City by the City Charter and the Constitution of the State and is an exercise by the
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City of its powers as to municipal affairs and its police powers, and this Chapter shall be liberally
construed to uphold its validity under the laws of the State.

Sec. 4.50.160 Provisions of this Chapter are Complete, Additional and
Alternative. This Chapter shall be deemed to provide a complete, additional and alternative
method for doing the things authorized hereby, and shall be regarded as supplemental and
additional to the powers conferred by other laws. The issuance of Bonds and the entering into of
any credit, reimbursement or other agreement under the provisions of this Chapter need not
comply with the requirements of any other law applicable to the issuance of bonds. The purposes
authorized hereby may be effectuated and Bonds are authorized to be issued for any such
purposes under this Chapter notwithstanding that any other law may provide for such purposes or
for the issuance of bonds for like purposes and without regard to the requirements, restrictions,
limitations or other provisions contained in any other law.

Sec. 4.50.170 Validity of Bonds. The validity of any Bonds shall not be
dependent on or affected in any way by any proceedings taken by the City for acquisition,
construction, or completion of any properties or projects for which the Bonds are to be issued or
any contracts made in connection with the acquisition, construction, or operation of any such
propertiecs. The Bonds shall be incontestable and shall by their issuance and delivery
conclusively establish the due performance of all conditions precedent to their issue.

Sec. 4.50.180 Amendment of Chapter. This Chapter shall not be amended so
as to have a material, adverse affect upon the nights of the owners of any outstanding Bonds
theretofore issued hereunder, without the written consent of such Bond Owners; provided,
however, that this Chapter may be amended at any time (a) to make such provisions for the
purpose of curing any ambiguity, or of curing, correcting or supplementing any defective
provision herein contained, as the City may deem necessary or desirable; or (b)if such
amendment does not materially impair or adversely affect the interests of any such Bond owner
or City in the opinion of the Council; or (c}if such amendments apply solely to Bonds not
theretofore issued.

Sec. 4.50.190 Chapter Controlling. To the cxtent that the provisions of this
Chapter are inconsistent with the provisions of any general statute or special act or parts thereof,
the provisions of this Chapter shall be deemed controlling.

Sec. 4.50.200 Partial Invalidity. If any section, paragraph, sentence, clause or
phrase of this Chapter shall for any reason be held illegal or unenforceable, such holding shall
not affect the validity of the remaining portions of this Chapter. The Council hereby declares
that it would have adopted this Chapter and each and every other Section, paragraph, sentence,
clause or phrase hereof and authorized the proceedings authorized to be taken pursuant thereto
irrespective of the fact that any one or more sections, paragraphs, sentences, clauses, or phrases
of this Chapter may be held illegal, invalid or unenforceable.
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SECTION 2. Pursuant to Section 216 of the Charter of the City, this ordinance
shall become effective immediately if adopted by the affirmative vote of at least six members of
the City Council of the City of Oakland.

IN COUNCIL, QAKLAND, CALIFORNIA, , 2004

PASSED BY THE FOLLOWING VOTE:

AYES- BROOKS, BRUNNER, CHANG, NADEL, QUAN, REID, WAN AND PRESIDENT DE LA FUENTE
NOES-
ABSENT-
ABSTENTION-
ATTEST:
CEDA FLOYD

City Clerk and Clerk of the
Council of the City of Oakland, California
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NOTICE AND DIGEST

AN ORDINANCE ADDING CHAPTER 4.50 TO TITLE 4 OF THE OAKLAND MUNICIPAL
CODE SETTING FORTH POWERS AND PROCEDURES FOR THE ISSUANCE OF SEWER
REVENUE BONDS FOR THE PURPGSE OF FINANCING AND REFINANCING SEWER
SYSTEM IMPROVEMENTS; AND SETTING FORTH DEFINITIONS, GENERAL
PROVISIONS, GENERAL POWERS, ISSUANCE PROCEDURES AND CERTAIN
SUPPLEMENTAL PROVISIONS RELATING TO THE ISSUANCE OF SUCH BONDS,
INCLUDING ESTABLISHMENT OF A RATE STABILIZATION FUND

The Ordinance establishes the procedures the City must follow in order to issue sewer
revenue bonds.

The Ordinance sets forth the general terms of the bonds and limits the expenditure of
bond proceeds to: the cost of capital improvements, including all costs of issuing the bonds, and

the costs of any insurance or other credit enhancement.

The Ordinance also establishes a rate stabilization fund.
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APPROVED AS TO FORM AND LEGALITY

INTRODUCED BY COUNCILMEMBER

CITY ATTORNEY

OAKLAND CITY COUNCIL
RESOLUTION NO. C.M.S.

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF OAKLAND
APPROVING THE ISSUANCE OF NOT TO EXCEED $70,000,000
AGGREGATE PRINCIPAL AMOUNT OF CITY OF OAKLAND SEWER
REVENUE BONDS 2004 SERIES A TO FINANCE THE CONSTRUCTION
AND INSTALLATION OF CERTAIN IMPROVEMENTS TO THE CITY’S
SEWER SYSTEM; AUTHORIZING EXECUTION AND DELIVERY OF A
MASTER INDENTURE AND A FIRST SUPPLEMENTAL INDENTURE;
APPROVING THE FORM OF AN OFFICIAL NOTICE OF SALE AND
AN OFFICIAL STATEMENT; AND AUTHORIZING THE EXECUTION
OF DOCUMENTS AND THE TAKING OF ALL NECESSARY ACTIONS
RELATING THERETO

WHEREAS, the City of Oakland (the “City”) is a municipal corporation and charter city
duly organized and existing under a charter pursuant to which the City has the right and power to
make and enforce all laws and regulations in respect to municipal affairs and certain other matters in
accordance with and as more particularly provided in Sections 3, 5 and 7 of Article XTI of the
Constitution of the State of California and Section 106 of the Charter of the City (the “Charter”);
and

WHEREAS, the City Council of the City, acting under and pursuant to the powers
reserved to the City under Sections 3, 5 and 7 of Article XI of the Constitution of the State of
California and Sections 106 and 812 of the Charter adopted Ordinance No. to authorize,
and establish the procedures for, the sale and issuance of sewer revenue bonds by the City for the
purpose of financing improvements to the City’s sewer system (the “Sewer System”); and

WHEREAS, the City desires to approve the issuance of not to exceed $70,000,000 in
aggregate principal amount of its City of Oakland Sewer Revenue Bonds, 2004 Series A (the
“Bonds”) for the purpose of financing the construction and installation of certain improvements
to the Sewer System; and

WHEREAS, there have been submitted and are on file with the City Clerk proposed
forms of the Master Indenture (the “Master Indenture”) dated as of December 1, 2004 between
the City and Wells Fargo Bank, National Association, as trustee (the “Trustee”), the First
Supplemental Indenture (the *First Supplemental Indenture”) dated as of December 1, 2004
between the City and the Trustee, an Official Notice of Sale (the “Official Notice of Sale”) and
an Official Statement (the “Official Statement”) with respect to the Bonds proposed to be issued
by the City;
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NOW THEREFORE, the City Council of the City of Oakland hereby finds, determines,
declares and resolves as follows:

Section 1. All of the recitals set forth above are true and correct, and the City Council
so finds and determines.

Section 2. The City Council hereby approves the issuance of the Bonds, in an
aggregate principal amount not to exceed $70,000,000, to finance the construction and
installation of certain improvements to the Sewer System; provided, however the Bonds shall
mature no later than January 1, 2035; and shall bear mterest at a rate or rates not in excess of a
true interest cost of 8% per annum.

Section 3. The proposed form of Master Indenture, tentatively dated as of
December 1, 2004, by and between the City and the Trustee, on file with the City Clerk, is
hereby approved. The City Administrator and the Director of the Finance and Management
Agency (each, an “Authorized Representative™) jointly and severally, or any such officer’s
designee, is hereby authorized and directed, for and in the name and on behalf of the City, to
execute and deliver a master indenture in substantially said form, with such changes therein as
such officers may require or approve, such approval to be conclusively evidenced by the
execution and delivery thereof.

Sectiond.  The proposed form of First Supplemental Indenture, tentatively dated as of
December 1, 2004, by and between the City and the Trustee, on file with the City Clerk, is
hereby approved. The Authorized Representatives, jointly and severally, or any such officer’s
designee, are hereby authorized and directed, for and in the name and on behalf of the City, to
execute and deliver a first supplemental indenture in substantially said form, with such changes
therein as such officers may require or approve, such approval to be conclusively evidenced by
the execution and delivery thereof.

Section 5.  The proposed form of Official Notice of Sale inviting bids for the Bonds
on file with the City Clerk is hereby approved and adopted as the Official Notice of Sale for the
Bonds, with such additions, changes and corrections thereto as the Autherized Representative, or
such officer’s designee, shall require or approve, such approval to be conclusively evidenced by
the execution and delivery thereof. The City Clerk is hereby authorized to cause to be published
a notice of the proposed sale of the Bonds as required by law. The Authorized Representative, or
such officer’s designee, is hereby authorized and directed to award the sale of the Bonds to the
best bidder as determined in accordance with the Official Notice of Sale.

Section 6.  The proposed form of Official Statement relating to the Bonds (the
“QOfficial Statement”), on file with the City Clerk, is hereby approved. The Authorized
Representative, or such officer’s designee, is hereby authorized and directed, for and in the name
and on behalf of the City, to execute and deliver an Official Statement in substantially said form,
with such changes therein as such officer may require or approve, such approval to be
conclusively evidenced by the execution and delivery thereof. Distribution of a preliminary
Official Statement relating to the Bonds is hereby approved and the Authorized Representative,
or such officer’s designee, is hereby authorized and directed, to execute a certificate confirming
that the preliminary Official Statement has been “deemed final” by the City for purposes of
Securities and Exchange Commission Rule 15¢2-12.

Section 7. The Authorized Representative, or such officer’s designee, is hereby
authorized on behalf of the City to execute a Continuing Disclosure Certificate containing such
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covenants of the City as shall be necessary to comply with the requirements of Securities and
Exchange Commission Rule 15¢2-12.

Section 8. If the Authorized Representative, or such officer’s designee, determines
that it will be advantageous to the City to purchase municipal bond insurance or secure other
credit enhancement with respect to some or all of the Bonds, such officer, or such officer’s
designee, is hereby authorized to do so at market rates.

Section 9. The Authorized Representative, or such officer’s designee, is hereby
authorized to engage Ross Financial as Financial Advisor, and Wells Fargo Bank, National
Association as Trustee.

The Authorized Representative, or such officer’s designee, is hereby also authorized and
directed to appoint from time to time one or more agents, as s’he may deem necessary or
desirable. To the extent permitted by applicable law, and under the supervision of the
Authorized Representative, such agents may serve as paying agent, fiscal agent or registrar for
the Bonds, or financial printer or verification agent or may assist the Authorized Representative
in performing any or all of such functions and other duties as the Authorized Representative shall
determine. Such agents shall serve under such terms and conditions, as the Authorized
Representative shall determine. The Authorized Representative may remove or replace agents
appointed pursuant to this section at any time.

Section 10. The Authorized Representative, or such officer’s designee, is hereby
authorized and directed to pay, or cause to be paid on behalf of the City, the costs of issuance
associated with the Bonds.

Section 11.  The officers and City Council members of the City are hereby authorized
and directed, jointly and severally, to do any and all things and to execute and deliver any and all
documents and certificates which they deem necessary or advisable in order to consummate the
execution and delivery of the documents mentioned herein and otherwise to effectuate the
purposes of this Resolution and the transactions contemplated hereby.

Section 12.  This Resolution shall take effect immediately upon its adoption.

in Council, Oakland, California, , 2004

PASSED BY THE FOLLOWING VOTE:
AYES- BROOKS, BRUNNER, CHANG, NADEL, QUAN, REID, WAN AND PRESIDENT DE LA FUENTE

NOES-

ABSENT-

ABSTENTION-
ATTEST:
CEDA FLOYD

City Clerk and Clerk of the Council
of the City of Oakland, California
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