REPORT FrROM

OFFICE OF THE CITY ADMINISTRATIVE OFFICER

Date: February 9 ’ 2007 CAO File No. 0220-02221-7882
Council File No. 06-2627
Council District:

To: The Mayor
The Council
From: Karen L. Sisson, Interim City Administrative Officer /Kj

Reference: Letter from Mayor, dated November 7, 2006, and letter from Councilman Jack
Weiss, dated November 20, 2006 '

Subject: Independent Review of Municipal Improvement Corporation of Los Angeles
(MICLA) Lease Revenue Bonds, Series 2006-A (Police Headquarters Facility
and Public Works Building) Financing

SUMMARY

The City Administrative Officer (CAO) was requested by both the Mayor and Councilman Jack Weiss
to prepare an Independent Review of the Municipal Improvement Corporation of Los Angeles Lease
Revenue Bonds, Series 2006-A (Police Headquarters Facility and Public Works Building) (MICLA
2006-A) Financing. As the City had a qualified list of financial advisors approved by the Mayor and
Council (C.F. 03-2637), the CAO chose Gardner Underwood and Bacon LLC (MBE) (Gardner) to
prepare the study. The Independent Review is attached (Attachment A).

The MICLA 2006-A negotiated sale took place on November 30, 2006 and closed on December 14,
2006. The assignment to complete the study began on December 18, 2006 with a completion date of
January 23, 2007. The MICLA 2006-A True Interest Cost (TIC) is 4.39% with the first debt service
payment beginning in June 2006 for $2.6 million.

Gardner provided an independent review and analysis of the MICLA 2006-A pricing by analyzing the
municipal market and its impact on the financing, analyzing comparable sales in the market, and
reviewing the results of each of the four underwriting firms. Gardner also analyzed the success of the
City's reason for a negotiated sale, which was the inclusion of smaller local and regional firms,
specifically, how the inclusion of these firms impacted the City’s financing, and analyzed the
distribution of compensation to determine if the City achieved its desired goal.

Gardner did not discuss the merits and drawbacks of a negotiated versus a competitive sale nor
included its views on a preferred method of sale. The Mayor and Council have requested a report on
new policies for the use of negotiated and competitive sales. The CAO will discuss those issues in a
future report.
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Market Analysis

Gardner concluded that the City’s negotiated sale of the MICLA 2006-A bonds was successful as
evidenced by lower yields compared to similar California issues priced that week. Gardner stated that
‘most of the success was due to the execution of the underwriting team, a slightly higher underwriter
discount resulting in more attention and aggressive selling by the underwriting firms, and the
following:

An advantageous market, declining to some of the lowest interest rates of the year.
Both weak economic indicators and declining interest rates combined to lower interest rates
for the City. The changing market conditions at the time of pricing were crucial to the lower
yields. The market and economy moved in the City’s favor, which would have produced the
lower yields regardless if the bonds were sold on a negotiated or a competitive basis.

Movement of pricing from November 29 to November 30, 2006. Since many large issuers
sold bonds that week, the one-day move allowed for fewer competing issues. The senior
manager's decision resulted in stronger results. It is easier to change dates with a negotiated
sale, as a competitive sale would have required 24 hour notice making it harder for last
minute adjustments.

Extensive pre-marketing and a retail order period by underwriters. The pre-marketing
made investors more aware of this sale and resulted in the participation of over 26 institutional
investors. In addition, the retail order period the day before the sale brought in investors less
sensitive to pricing. The combination of institutional competition and the retail order period
gave the City significantly lower yields. This diversification of investors is not typically attained
in a competitive sale. '

Strong demand for the City’s bonds. The City benefited from strong investor demand for its
bonds resulting in lower yields. On some maturities, the City was oversubscribed nearly two
times. This resulted in re-pricing the bonds and lowering them by two to four basis points,
depending on the maturity date. The demand was independent of the sale method, although
more investors were targeted using a negotiated sale.

Structure of bonds saved the City money. The ability of the senior manager to split various
maturities (bifurcate) into two separate coupons and yields produced lower costs by appealing
to different investors with different preferences. In one maturity, the senior manager
trifurcated a maturity for a specific investor. Otherwise, this maturity would not have had
enough orders. According to the senior manager, this saved the City $4.9 million in debt
service payments over the life of the bonds. This specialized structure may not have occurred
under a competitive sale. :
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The negotiated sale allowed the City to meet its policy goal of smaller and local firm participation
through the group net designation for institutional sales. Group net designation means that the
liability taken on by a firm, say 30%, is the amount of compensation received. For the retail order
period, the firms received compensation based on the orders sold to their retail clients. The chart
below reflects both institutional and retail sales combined.

City Total Fee | Retail | Institutional | Total | Bonds

Goal | Fee* Paid* Orders Orders Orders| Allotted
De La Rosa & Co. 30% | 38% | $426,263 78% 82% 66% 85%
Seibert Brandford Shank & Co. | 30% | 26% | $286,300 0% 16% 20% 10%
Merrill Lynch 20% | 19% | $213,050 11% 2% 12% 3%
Lehman Brothers 20% | 17% | $195,875 11% 0% 2% 2%

*Represents both Institutional and Retail Sales combined.

Debriefing Comments

After the sale, the CAO had a series of debriefing meetings with each underwriter and the financial
advisors. Below are the comments from those debriefings, as reported by Gardner:

Three of the four underwriters believed that the negotiated sale went well and the City
achieved the lowest cost. One firm mentioned that the City should continue to use competitive
sale, to achieve the lowest cost.

The majority of the retail orders were filled by the senior manager who is not traditionally
known as a leading California retail firm. This was due in part to the expanded definition of
retail to include individual investors, investment advisors and bank trust departments with no
order over $1 million. Both Merrill Lynch and Lehman performed well as co-managers during
the retail order period. :

One firm suggested that the senior manager should have started the order period at market
opening, 6:00 a.m., versus 7:30 a.m. PST.

One party observed that it took longer than normal for the senior manager to calculate the
final numbers. It was unclear if this was due to the complexity of the financing, the limited
experience with large issues or the differing software program between the financial advisor
reviewing the numbers and the senior manager.

One underwriter was concerned that the senior manager was not a national firm with the
capital to solely underwrite the bonds. As the City had allocated 30% of the liability to the
senior manager, this was not an issue as this would have been the maximum liability. The
firm’s capital was sufficient. ’
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Gardner’s Conclusions

Overall, Gardner concluded that the City received “excellent results using the negotiated sale method
for this specific transaction.” Gardner’s conclusions are as follows:

* Given the changing market conditions at the time of pricing and the senior manager taking
advantage of certain aspects of a negotiated sale, in the market that day and for the MICLA
2006-A transaction, the City received better results using a negotiated method of sale.

 Despite this financing’s success, the benefits of negotiated sale can not be generalized. If
rates and/or the economy had moved in the opposite direction, the underwriters may have
had difficulty absorbing the downturn and could have resulted in higher rates than a
competitive method of sale.

* Regardless of the timing and market conditions, the negotiated sale process did allow the City
to achieve its public policy goal of smaller local and regional firm participation, which the City
had not achieved with competitive sales.

e The method of sale should be carefully determined on a deal-by-deal basis.
CAO’s Observations

The CAO agrees with Gardner’s conclusion that the City received excellent results in the MICLA
2006-A financing as evidenced by the low TIC of 4.33% for 30 year bonds. The last financing the City
did was the Solid Waste Resources Revenue Bonds, Series 2006-A for a TIC of 4.21% for 18 year
bonds in September 2006. Gardner mentions that the pre-marketing allowed for many of the bonds
to be oversubscribed. This can also be attributed to the City’s high credit rating and demand for the
City’s bonds by investors. The City’s success from this negotiated sale can be repeated with a
process that will allow for the best syndicate for that particular type of bond. The CAO is currently
developing policies on the Negotiated and Competitive Methods of Sale as well as a Request for
Qualifications for underwriters with specific criteria that will allow for the best syndicate in a
negotiated deal.
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RECOMMENDATIONS
That the Council:
1. Receives and files the Independent Review of the Municipal ImprovementvCorporation of Los

Angeles Lease Revenue Bonds, Series 2006-A (Police Headquarters Facility and Public
Works Building) Financing.

2. Instruct the City Administrative Officer to use the Independent Review of the Municipal
Improvement Corporation of Los Angeles Lease Revenue Bonds, Series 2006-A (Police
Headquarters Facility and Public Works Building) Financing as a reference in developing the
City’s Negotiated and Competitive Bond Sale policies.

FISCAL IMPACT STATEMENT
There is no impact on the General Fund as a result of filing the Independent Review of the Municipal
Improvement Corporation of Los Angeles Lease Revenue Bonds, Series 2006-A (Police

Headquarters Facility and Public Works Building) (MICLA 2006-A) Financing. This report is in
compliance with the City’s Financial Policies.

KLS:NRB:09070123.doc

Attachment



Attachment A

1 U%m/em:aa(/ 5 .‘%(Imn Jolé :

January 19, 2007

Ms. Natalie Brill

Debt Administration

City Administrative Office
City of Los Angeles

200 N. Main Street Suite 1500
Los Angeles, CA 90012-4137

RE: $448,595,000 Municipal Lease Revenue Bonds, Series 2006 A (Police Headquarters
Facility and Public Works Building)

Dear Natalie,

Enclosed please find our independent analysis of the pricing for the above-referenced financing.
We have attached a summary pricing analysis that provides an overview of our findings and a
PowerPoint presentation that contains background information and referenced material.

Please feel free to contact me with any comments or if you need further clarification on any

information. We appreciate working with the City on this assignment and hope to continue our
relationship in the future.

Sincerely,

SN

Lisa A. Smith
Principal

12121 Wilshire Blvd,, Suite 207 - Los Angeles, CA » 90025 1440 Broadway * Suite 800 « Oakland, CA 94611 8 S. Michigan Ave. « 30% Floor - Chicago, IL 60603
Phone: (310) 442-1200 - Fax: (310) 442-1208 Phone: (510) 444-8343 - Fax: (510) 444-8210 Phone: (312) 781-1939 - Fax: (312) 377-1237



Summary Pricing Analysis
$448,595,000

Municipal Improvement Corporation of Los Angeles
- Lease Revenue Bonds, Series 2006A
(Police Headquarters Facility and Public Works Building)

Background
The City of Los Angeles (the “City™), through its Municipal Improvement Corporation of

Los Angeles (“MICLA”), priced $448,595,000 in lease revenue bonds on November 30, 2006.
The bonds were issued to provide funds for the construction and completion of the new police
headquarters facility and the acquisition and renovation of a public works building. The
proceeds of the sale were also used to retire outstanding commercial paper used for both
facilities. Over the past decade, the City has predominately sold lease revenue bonds on a
competitive basis, but chose to utilize a negotiated sale for this transaction.

In conjunction with this pricing and the use of the negotiated sales process, the Mayor and the
City Council requested an evaluation of this bond financing by an independent financial advisor.
Gardner, Underwood & Bacon LLC (“GUB”) was hired to provide this independent analysis.

GUB’s goal is to provide an objective, third party review of the municipal market during the
week of pricing and based upon this market information determine if the City received a fair
pricing. We have focused on analyzing this transaction as it relates to similar financings priced
in the marketplace during the same week. We have not included in this analysis a general
overview of the merits and drawbacks of a negotiated versus a competitive sale, nor have we
included our views of a preferred method of sale.

Basis of Analysis :

The City’s overall goal for the selected financing team was to attain the lowest cost
financing. GUB analyzed many factors to determine the success of the financing. The most
effective and predominant measure is to compare a financing’s yield spread to the Municipal
Market Data (“MMD”) index. MMD is a composite index of tax-exempt, long term, AAA-rated
State general obligation bond yields.

Many variables impact a financing’s yield spread to MMD. As such, we not only
analyzed the changes in the municipal market and its impact on the financing, but we also
analyzed comparable sales in the marketplace, the breakdown of sales by investor type and the
marketing results of each underwriting firm. Additionally, we analyzed the catalyst for and the -
success of the City’s predominant reason to have a negotiated sale; the inclusion of local and
regional firms and how their inclusion impacted the City’s financing. Also included in this
analysis is the distribution of compensation to determine if the City’s desired percentage goals
were met.
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Analysis of Financing
Based on market data and industry comparables, the City had successful results from the
sale of its MICLA’s $448,595,000 Lease Revenue Bonds, Series 2006A.

These results are evidenced by the lower yield spread to MMD as compared to similar
California issues priced during the week. Overall, the City’s financing outperformed all of the
other large financings issued in the market for that week. The most direct comparison that
illustrates the City’s success is the County of Los Angeles’ lease revenue financing that priced
on November 29, 2006. Overall, on an adjusted basis to account for changes in daily interest
rates, the City’s MICLA financing had lower spreads to MMD in almost every maturity as
compared to the County’s transaction. Most of this success is attributed to the execution of the
underwriting team. Another perceived factor is the slightly higher underwriter discount paid in
the City’s transaction that resulted in more attention and aggressive selling by the underwriting
firms resulting in lower overall costs on the financing.

We have highlighted below the various factors that contributed to the success of the
financing. It is important to note that some of these factors were a direct result of a negotiated
sale and controlled by the underwriting team while others were interest rate driven and a direct
result of the market. Interest rate changes can not be timed and though they had a positive
impact on this specific transaction, they could have just as easily moved in the opposite direction
and negatively impacted the financing.

-Advantageous market movement during the week

During the week of pricing, major market indices (10 and 30 Year Treasuries and MMD)
declined to some of the lowest rates for the year. Economic indicators for the week also came
out weaker than expected. The City benefited from the declining interest rates and weakening
economy by achieving lower interest rates on its bonds. As an example, MMD fell four to eight
basis points during the week of pricing which directly lowered the yields for this financing. This
market impact would have lowered yields if the bonds were sold either on a negotiated or
competitive basis.

-Movement of pricing day

The movement of the pricing from November 29, 2006 to November 30, 2006 allowed
the City to issue bonds on a day in the market with fewer competing issues. Sales volume of
long term bonds for the week was over $13 billion with California issues representing $3 billion.
The senior manager chose to price the MICLA financing at the end of that week after the
majority of the larger California transactions had priced. Typically, it is easier to change pricing
dates in negotiated sales as there are no requirements or restrictions. Though it can be done,
changing the pricing date for a competitive sale requires a minimum 24 hour notice making it
much harder to make last minute adjustments due to market changes.

-Extensive pre-marketing and retail order period by underwriters

Premarketing by the underwriting team made the investor market aware of the transaction
ahead of time resulting in strong participation from over 26 institutional investors on the
transaction. In addition, to further lower yields, a retail only order period was held on November
29" for the 2008-2017 maturities. Retail investors tend to be less price sensitive than
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institutional investors which translates to lower yields to the City. Incorporating the retail order
period in the financing provided the City with significant economic benefit. This diversification
of the investor base could not typically be attained in a competitive sale.

-Strong demand for City’s bonds resulted in a re-pricing

Strong investor demand for the City’s debt contributed in lowering the interest rates. The
pricing was so successful that it was nearly two times oversubscribed resulting in a re-pricing of
the institutional as well as retail orders. Interest rates were reduced up to four basis points for the
retail targeted bonds and one to two basis points for the longer maturities.

-Restructuring and bifurcation of bond coupons (and trifurcation for one maturity) during the
pricing saved the City money

The ability of the senior manager to offer two separate coupons and yields on various
maturities allowed for the City to obtain orders from different investors desiring different
preferences. This ensured placement of bonds and lower yields. In addition, the senior manager
even trifurcated one maturity to tailor it for a specific investor. If this had not occurred, there
would not have been enough orders to fill this maturity. Per the senior manager, the bifurcation
of bonds saved the City $4.9 million over the life of the financing. Similar conversations and
requests by investors would be difficult to accomplish in a competitive sale.

Historical Analysis

In order to thoroughly analyze the success of the transaction, GUB wanted to not only
compare the financing’s yield spread to MMD to other current comparable financings, but also to
other historical MICLA transactions. Our goal was to determine if there is a discernible
difference between the yield spread of this negotiated transaction to the prior competitively sold
transactions.

GUB gathered and analyzed pricing data and yields on all MICLA transactions over the
past five years to determine if there has been any consistent spread to MMD or pricing trend that
the City received. Our initial analysis showed that the yield spread to MMD varied among all of
the issues. We segregated these historical transactions by maturity, by par amount and by issue
type (real property or bond transactions considered to have an “essential” purpose by the
marketplace versus equipment financings) and still found no consistent trend or spread. As a
result, we were unable to quantify how selling this transaction on a negotiated basis impacted the
City’s yield spread to MMD.

Distribution of Bonds
The financing was almost two times oversubscribed with $768,888,000 orders for
$448,595,000 in bonds. The distribution of bonds by investor type was as follows:

$353,450,000 in institutional orders (79%)
70,885,000 in retail orders (16%)
24,260,000 in member orders (5%)

'::"“-% w ” Page 3
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Results of Underwriting Team

Overall, the underwriting team performed well as evidenced by the low yields the City
received on the financing. In addition, the City’s use of a designation policy that incorporated
group net designation for institutional sales allowed the City to distribute the economics of the
transaction for the institutionally placed bonds in accordance with its desired percentages. A
breakdown of the designation policy is as follows:

Manager Liability % Liability
De La Rosa & Co. 30.00% $134,578,500
Siebert Brandford Shank & Co. 30.00% $134,578,500
Merrill Lynch 20.00% $89,719,000
Lehman Brothers 20.00% $89.719.000
Total 100.00% $448,595,000

The ability to guarantee the distribution of compensation, which could not be achieved
under a competitive sale, insured that the City’s public policy goals were met. Listed below is a
brief synopsis of each firm’s performance:

De La Rosa & Co. — The senior manager received 38% of all fees for the financing ($426,263)
mainly due to their strong participation in the retail order period. DLR received 78% of all retail
orders, 82% of all institutional (group net) orders and 7% of all member orders. Their strong
marketing represented 66% of total orders. DJR was allotted 85% of all bonds.

Siebert, Brandford Shank & Co. — Not a retail firm, SBS, focused its efforts on institutional
orders. They generated 16% of all institutional (group net) orders and 47% of all member orders.
SBS performed particularly well in the 2027-2037 maturities helping to ensure a successful
underwriting. They contributed to 20% of all orders and were allotted 10% of all bonds. SBS’
total compensation was $286,300 or 26%.

Merrill Lynch — Merrill Lynch is a strong retail firm that had 11% of all retail orders.
Additionally, ML had one order representing 2% of all institutional (group net) orders and 5% of
all member orders. Overall, ML performed well as a co-manager generating 12% of all orders
and being allotted 3% of all bonds. Their compensation was $213,050 or 19% of the total.

Lehman Brothers — Lehman used its strong retail network and solely focused on this market
segment to represent 11% of all retail orders. Their performance solely in the retail market
segment resulted in generating 1% of all orders and being allotted 2% of all bonds. This
translated to $195,875 or 17% of total compensation.

Comments/Suggestions

After the pricing concluded, City staff and the transactional financial advisors held
debriefing calls with all members of the underwriting team. Listed below are some of the
comments and/or suggestions stated on those calls.

NS Mekraed ¢ hnen 2L
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1. Three of the underwriters felt that the negotiated sale process went well and that the
City achieved the lowest cost of financing for the day. One firm mentioned that they
preferred the City continue to use the competitive sale method for future financings.

2. The majority of the transaction’s retail orders were predominately filled by the senior
manager, a firm not typically known in the industry to be a strong California retail
firm. The use of an expanded definition of a retail investor (to include individual
investors as well as investment advisors and bank trust departments with no order
over $1 million) allowed for this strong showing. Both Merrill Lynch and Lehman
also performed well as co-managers during the retail order period.

3. One underwriter felt that the senior manager could have started the order period at
market opening versus 7:30 am pst to take advantage of early market activity.

4. One party observed that it took longer than normal to receive final number runs from
the senior manager. It was unclear if this was due to the complexity of the financing,
the senior manager’s limited experience and/or capability with this size transaction or
the differing financial software programs between the financial advisor and the senior
manager.

5. One underwriting firm mentioned their concern that the senior manager was not a
national firm nor did it have the capital to solely underwrite the transaction. Having a
strong capital base and being a national firm is relevant in a competitive sale because
the underwriter typically does not have bona fide orders and under SEC guidelines, in
conjunction with members of its syndicate, is required to have sufficient capital to
underwrite the entire transaction. Whereas in a negotiated sale, an underwriting
syndicate does not typically underwrite a financing unless at least 65-70% of a
transaction has been sold with bona fide orders. These bona fide orders place the
total liability of unsold balances at 30-35% and therefore allow the senior manager to
underwrite with less capital. For example, a firm with $5 million of capital can
underwrite over $70 million of long term bonds. In the City’s transaction, assuming a
35% unsold balance would be $157,008,250 and the senior manager’s 30%
underwriting liability would be $47,102,475. The senior manager would have had
sufficient capital to underwrite the bonds and, in fact, based on their 30% liability
they could have underwritten the issue with more than a 50% unsold balance.

Designation of Bonds to BlackRock

There was concern by all parties over the designation of bonds to BlackRock, a fund 49%
owned by Merrill Lynch. As such, per their internal policy Merrill Lynch can not be designated
any bonds that BlackRock buys. Not knowing this internal policy, De La Rosa & Co. filled the
BlackRock order on a group net basis which allowed Merrill Lynch to be compensated. After
allotments were made, Merrill Lynch realized this mistake and adjustments to the allotments and
compensation had to be made. All parties were unclear how this lack of communication between
the two firms occurred. Despite the difficulty, all parties in conjunction with underwriter’s
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counsel, determined an appropriate resolution in accordance with the Agreement Among
Underwriters. Corrections were made so that Merrill Lynch would not be compensated for any
bonds allocated to BlackRock with De La Rosa taking over their share. In return, De La Rosa
would allocate compensation from other maturities to make Merrill Lynch whole. To date, all
parties have signed a letter acknowledging and agreeing to these changes. This did not impact
the City or the financing, though City Staff was concerned that they were unaware of this issue
until the debriefing calls and would like to have known about the situation when it initially
occurred.

Conclusion

Overall, the City received excellent results using the negotiated sale method for this
specific transaction. As stated above, several reasons contributed to these strong results
including the following:

1. The changing market conditions at the time of pricing were crucial to the lower yields:
The market and economy moved in the City’s favor to generate a low cost financing.

2. The City benefited by strong demand by investors for the City’s bonds.

3. The senior manager’s decision to move the pricing day to one with fewer competing
California issues.

4. The senior manager’s ability to take advantage of certain attributes inherent to a
negotiated sale to lower yields including: '

a. Extensive premarketing and the use of a retail order period;
b. The ability to reprice the issue to further lower yields after it was oversubscribed;

c. The bifurcation and trifurcation of specific maturities to meet certain investors’
preferences.

5. And finally, the City’s underwriting team consisted of strong local and regional firms
with different market strengths as well as large national firms to ensure strong retail
investor participation.

Despite the success of this transaction, it is important to note that the benefits of a negotiated sale
should not be generalized. If the interest rate market had moved in the opposite direction, the
underwriting team may have had difficulty absorbing a downturn and the financing may have
resulted in yields higher than what could have been achieved with a competitive sale. Regardless
of market conditions and the timing of the financing, the negotiated sales process allowed the
City to achieve its public policy goals of local and regional firm participation which is something
the City has been unable to achieve using the competitive sale method.
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BOND SUMMARY STATISTICS

City of Los Angeles
Municipal Improvement Corporation of Los Angeles
Lease Revenue Bonds Series 2006-A
(Police Headquarters Facility and Public Works Building)

Final Numbers 12-5-06

Public Works Building
All-In Arbitrage
TIC TIC Yield
Par Value 98,180,000.00 98,180,000.00 98,180,000.00

+ Accrued Interest

+ Premium (Discount) 2,774,196.65 2,774,196.65 2,774,196.65

- Underwriter's Discount -275,591.26 -275,591.26

- Cost of Issuance Expense -166,647.67

- Other Amounts -511,957.72 -511,957.72
Target Value 100,678,605.39 100,000,000.00 100,442,238.93
Target Date 12/14/2006 12/14/2006 12/14/2006
Yield 4.330076% 4.386488% 4.239741%

Dec 5,2006 1:39 pm Prepared by DBC Finance
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BOND SUMMARY STATISTICS

City of Los Angeles

Municipal Improvement Corporation of Los Angeles
Lease Revenue Bonds Series 2006-A
(Police Headquarters Facility and Public Works Building)

Final Numbers 12-5-06
Police Headquarters

Dated Date
Delivery Date
Last Maturity

Arbitrage Yield

True Interest Cost (TIC)
Net Interest Cost (NIC)
All-In TIC

Average Coupon

Average Life (years)
Duration of Issue (years)

Par Amount

Bond Proceeds

Total Interest

Net Interest

Total Debt Service

Maximum Annual Debt Service

12/14/2006
12/14/2006
01/01/2037

4.239741%
4.335691%
4.381301%
4.390528%
4.515478%

19.793
12.767

350,415,000.00
360,705,087.10
313,190,076.61
303,883,604.42
663,605,076.61

22,765,350.00

Average Annual Debt Service 22,085,405.16

Underwriter's Fees (per $1000)

Average Takedown

Other Fee 2.807000

Total Underwriter's Discount 2.807000

Bid Price 102.655843
Par Average Average
Bond Component Value Price Coupon Life
Serial Bond 198,345,000.00 107.346 4.878% 14.447
2031 Term Bond 33,295,000.00 104.886 4.750% 23.559
2037 Term Bond 52,475,000.00 97.023 4.250% 27.626
2037 Term Bond 19,500,000.00 76.371 3.000% 27.697
2037 Term Bond 46,800,000.00 100.560 4.500% 27.697

350,415,000.00 19.793

Dec 5, 2006 1:39 pm Prepared by DBC Finance Page 6



Municipal Improvement Corporation of Los Angeles
Lease Revenue Bonds Series 2006-A
(Police Headquarters Facility and Public Works Building)

Par Value
+ Accrued Interest
+ Premium (Discount)
- Underwriter's Discount
- Cost of Issuance Expense
- Other Amounts

Target Value

Target Date
Yield

BOND SUMMARY STATISTICS

City of Los Angeles

Final Numbers 12-5-06

Police Headquarters
All-In Arbitrage
TIC TIC Yield
350,415,000.00 350,415,000.00 350,415,000.00
10,290,087.10 10,290,087.10 10,290,087.10
-983,614.91 -983,614.91
-594,650.34
-1,858,145.28 -1,858,145.28
359,721,472.19 357,268,676.57 358,846,941.82
12/14/2006 12/14/2006 12/14/2006
4.335691% 4.390528% 4.239741%

Dec 5,2006 1:39 pm Prepared by DBC Finance

Page 7



BOND DEBT SERVICE

City of Los Angeles
Municipal Improvement Corporation of Los Angeles
Lease Revenue Bonds Series 2006-A

(Police Headquarters Facility and Public Works Building)
Final Numbers 12-5-06

Period

Ending Principal Coupon Interest Debt Service

01/01/2007
01/01/2008 1,380,000 4.000% 21,529,422.78 22,909,422.78
01/01/2009 1,650,000 4.000% 20,503,400.00 22,153,400.00
01/01/2010 1,715,000 4.000% 20,437,400.00 22,152,400.00
01/01/2011 8,460,000 ok 20,368,800.00 28,828,800.00
01/01/2012 8,835,000 ** 19,999,400.00 28,834,400.00
01/01/2013 9,225,000 ** 19,604,700.00 28,829,700.00
01/01/2014 9,675,000 *k 19,157,700.00 28,832,700.00
01/01/2015 10,130,000 *k 18,698,150.00 28,828,150.00
01/01/2016 10,580,000 ** 18,249,900.00 28,829,900.00
01/01/2017 11,040,000 ** 17,790,200.00 28,830,200.00
01/01/2018 11,515,000 5.000% 17,316,300.00 28,831,300.00
01/01/2019 12,090,000 5.000% 16,740,550.00 28,830,550.00
01/01/2020 12,700,000 5.000% 16,136,050.00 28,836,050.00
01/01/2021 13,330,000 5.000% 15,501,050.00 28,831,050.00
01/01/2022 13,995,000 5.000% 14,834,550.00 28,829,550.00
01/01/2023 14,700,000 5.000% 14,134,800.00 28,834,800.00
01/01/2024 15,435,000 5.000% 13,399,800.00 28,834,800.00
01/01/2025 16,200,000 5.000% 12,628,050.00 28,828,050.00
01/01/2026 17,010,000 5.000% 11,818,050.00 28,828,050.00
01/01/2027 17,865,000 ** 10,967,550.00 28,832,550.00
01/01/2028 18,755,000 ** 10,077,100.00 28,832,100.00
01/01/2029 19,685,000 * 9,146,550.00 28,831,550.00
01/01/2030 20,595,000 4.750% 8,234,937.50 28,829,937.50
01/01/2031 21,580,000 4.750% 7,256,675.00 28,836,675.00
01/01/2032 22,600,000 ** 6,231,625.00 28,831,625.00
01/01/2033 23,535,000 ** 5,295,500.00 28,830,500.00
01/01/2034 24,515,000 ** 4,319,637.50 28,834,637.50
01/01/2035 25,530,000 K 3,303,750.00 28,833,750.00
01/01/2036 26,585,000 *x 2,246,350.00 28,831,350.00
01/01/2037 27,685,000 ** 1,145,737.50 28,830,737.50
448,595,000 397,073,685.28  845,668,685.28

Dec 5,2006 1:39 pm Prepared by DBC Finance
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BOND DEBT SERVICE BREAKDOWN

City of Los Angeles
Municipal Improvement Corporation of Los Angeles

Lease Revenue Bonds Series 2006-A

(Police Headquarters Facility and Public Works Building)
Final Numbers 12-5-06

Period Public Works Police

Ending Building Headquarters Total
01/01/2008 6,067,743.67 16,841,679.11 22,909,422.78
01/01/2009 6,071,160.00 16,082,240.00 22,153,400.00
01/01/2010 6,070,160.00 16,082,240.00 22,152,400.00
01/01/2011 6,066,560.00 22,762,240.00 28,828,800.00
01/01/2012 6,069,360.00 22,765,040.00 28,834,400.00
01/01/2013 6,066,710.00 22,762,990.00 28,829,700.00
01/01/2014 6,067,860.00 22,764,840.00 28,832,700.00
01/01/2015 6,066,410.00 22,761,740.00 28,828,150.00
01/01/2016 6,066,760.00 22,763,140.00 28,829,900.00
01/01/2017 6,069,760.00 22,760,440.00 28,830,200.00
01/01/2018 6,069,660.00 22,761,640.00 28,831,300.00
01/01/2019 6,068,410.00 22,762,140.00 28,830,550.00
01/01/2020 6,071,160.00 22,764,890.00 28,836,050.00
01/01/2021 6,067,410.00 22,763,640.00 28,831,050.00
01/01/2022 6,067,160.00 22,762,390.00 28,829,550.00
01/01/2023 6,069,910.00 22,764,890.00 28,834,800.00
01/01/2024 6,070,160.00 22,764,640.00 28,834,800.00
01/01/2025 6,067,660.00 22,760,390.00 28,828,050.00
01/01/2026 6,067,160.00 22,760,890.00 28,828,050.00
01/01/2027 6,068,160.00 22,764,390.00 28,832,550.00
01/01/2028 6,070,800.00 22,761,300.00 28,832,100.00
01/01/2029 6,069,900.00 22,761,650.00 28,831,550.00
01/01/2030 6,067,237.50 22,762,700.00 28,829,937.50
01/01/2031 6,071,325.00 22,765,350.00 28,836,675.00
01/01/2032 6,070,437.50 22,761,187.50 28,831,625.00
01/01/2033 6,068,500.00 22,762,000.00 28,830,500.00
01/01/2034 6,070,275.00 22,764,362.50 28,834,637.50
01/01/2035 6,068,610.00 22,765,140.00 28,833,750.00
01/01/2036 6,068,292.50 22,763,057.50 28,831,350.00
01/01/2037 6,068,897.50 22,761,840.00 28,830,737.50

182,063,608.67

663,605,076.61

845,668,685.28

Dec 5,2006 1:39 pm Prepared by DBC Finance
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NET DEBT SERVICE

City of Los Angeles
Municipal Improvement Corporation of Los Angeles

Lease Revenue Bonds Series 2006-A

(Police Headquarters Facility and Public Works Building)
Final Numbers 12-5-06

Period
Ending

Total
Debt Service

Capitalized
Interest Fund
(3/30/10)

Net
Debt Service

07/01/2007
01/01/2008
07/01/2008
01/01/2009
07/01/2009
01/01/2010
07/01/2010
01/01/2011
07/01/2011
01/01/2012
07/01/2012
01/01/2013
07/01/2013
01/01/2014
07/01/2014
01/01/2015
07/01/2015
01/01/2016
07/01/2016
01/01/2017
07/01/2017
01/01/2018
07/01/2018
01/01/2019
07/01/2019
01/01/2020
07/01/2020
01/01/2021
07/01/2021
01/01/2022
07/01/2022
01/01/2023
07/01/2023
01/01/2024
07/01/2024
01/01/2025
07/01/2025
01/01/2026
07/01/2026
01/01/2027
07/01/2027
01/01/2028
07/01/2028
01/01/2029
07/01/202%
01/01/2030
07/01/2030
01/01/2031
07/01/2031
01/01/2032
07/01/2032

11,250,122.78
11,659,300.00
10,251,700.00
11,901,700.00
10,218,700.00
11,933,700.00
10,184,400.00
18,644,400.00
9,999,700.00
18,834,700.00
9,802,350.00
19,027,350.00
9,578,850.00
19,253,850.00
9,349,075.00
19,479,075.00
9,124,950.00
19,704,950.00
8,895,100.00
19,935,100.00
8,658,150.00
20,173,150.00
8,370,275.00
20,460,275.00
8,068,025.00
20,768,025.00
7,750,525.00
21,080,525.00
7,417,275.00
21,412,275.00
7,067,400.00
21,767,400.00
6,699,900.00
22,134,900.00
6,314,025.00
22,514,025.00
5,909,025.00
22,919,025.00
5,483,775.00
23,348,775.00
5,038,550.00
23,793,550.00
4,573,275.00
24,258,275.00
4,117,468.75
24,712,468.75
3,628,337.50
25,208,337.50
3,115,812.50
25,715,812.50
2,647,750.00

8,800,559.11
8,041,120.00
8,041,120.00
8,041,120.00
8,041,120.00
8,041,120.00
4,060,168.52

2,449,563.67
3,618,180.00
2,210,580.00
3,860,580.00
2,177,580.00
3,892,580.00
6,124,231.48
18,644,400.00
9,999,700.00
18,834,700.00
9,802,350.00
19,027,350.00
9,578,850.00
19,253,850.00
9,349,075.00
19,479,075.00
9,124,950.00
19,704,950.00
8,895,100.00
19,935,100.00
8,658,150.00
20,173,150.00
8,370,275.00
20,460,275.00
8,068,025.00
20,768,025.00
7,750,525.00
21,080,525.00
7,417,275.00
21,412,275.00
7,067,400.00
21,767,400.00
6,699,900.00
22,134,900.00
6,314,025.00
22,514,025.00
5,909,025.00
22,919,025.00
5,483,775.00
23,348,775.00
5,038,550.00
23,793,550.00
4,573,275.00
24,258,275.00
4,117,468.75
24,712,468.75
3,628,337.50
25,208,337.50
3,115,812.50
25,715,812.50
2,647,750.00

Dec 53,2006 1:39 pm Prepared by DBC Finance
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NET DEBT SERVICE

City of Los Angeles
Municipal Improvement Corporation of Los Angeles
Lease Revenue Bonds Series 2006-A

(Police Headquarters Facility and Public Works Building)
Final Numbers 12-5-06

Capitalized

Period Total Interest Fund Net
Ending Debt Service (3/30/10) Debt Service
01/01/2033 26,182,750.00 26,182,750.00
07/01/2033 2,159,818.75 2,159,818.75
01/01/2034 26,674,818.75 26,674,818.75
07/01/2034 1,651,875.00 1,651,875.00
01/01/2035 27,181,875.00 27,181,875.00
07/01/2035 1,123,175.00 1,123,175.00
01/01/2036 27,708,175.00 27,708,175.00
07/01/2036 572,868.75 572,868.75
01/01/2037 28,257,868.75 28,257,868.75
845,668,685.28 53,066,327.63  792,602,357.65

Dec 5,2006 1:39 pm Prepared by DBC Finance
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Municipal Improvement Corporation of Los Angeles

(Police Headquarters Facility and Public Works Building)

NET DEBT SERVICE

City of Los Angeles

Lease Revenue Bonds Series 2006-A

Final Numbers 12-5-06

Public Works Building

Period Total Net

Ending Debt Service Debt Service
07/01/2007 2,449,563.67 2,449,563.67
01/01/2008 3,618,180.00 3,618,180.00
07/01/2008 2,210,580.00 2,210,580.00
01/01/2009 3,860,580.00 3,860,580.00
07/01/2009 2,177,580.00 2,177,580.00
01/01/2010 3,892,580.00 3,892,580.00
07/01/2010 2,143,280.00 2,143,280.00
01/01/2011 3,923,280.00 3,923,280.00
07/01/2011 2,104,680.00 2,104,680.00
01/01/2012 3,964,680.00 3,964,680.00
07/01/2012 2,063,355.00 2,063,355.00
01/01/2013 4,003,355.00 4,003,355.00
07/01/2013 2,016,430.00 2,016,430.00
01/01/2014 4,051,430.00 4,051,430.00
07/01/2014 1,968,205.00 1,968,205.00
01/01/2015 4,098,205.00 4,098,205.00
07/01/2015 1,920,880.00 1,920,880.00
01/01/2016 4,145,880.00 4,145,880.00
07/01/2016 1,872,380.00 1,872,380.00
01/01/2017 4,197,380.00 4,197,380.00
07/01/2017 1,822,330.00 1,822,330.00
01/01/2018 4,247,330.00 4,247,330.00
07/01/2018 1,761,705.00 1,761,705.00
01/01/2019 4,306,705.00 4,306,705.00
07/01/2019 1,698,080.00 1,698,080.00
01/01/2020 4,373,080.00 4,373,080.00
07/01/2020 1,631,205.00 1,631,205.00
01/01/2021 4,436,205.00 4,436,205.00
07/01/2021 1,561,080.00 1,561,080.00
01/01/2022 4,506,080.00 4,506,080.00
07/01/2022 1,487,455.00 1,487,455.00
01/01/2023 4,582,455.00 4,582,455.00
07/01/2023 1,410,080.00 1,410,080.00
01/01/2024 4,660,080.00 4,660,080.00
07/01/2024 1,328,830.00 1,328,830.00
01/01/2025 4,738,830.00 4,738,830.00
07/01/2025 1,243,580.00 1,243,580.00
01/01/2026 4,823,580.00 4,823,580.00
07/01/2026 1,154,080.00 1,154,080.00
01/01/2027 4,914,080.00 4,914,080.00
07/01/2027 1,060,400.00 1,060,400.00
01/01/2028 5,010,400.00 5,010,400.00
07/01/2028 962,450.00 962,450.00
01/01/2029 5,107,450.00 5,107,450.00
07/01/2029 866,118.75 866,118.75
01/01/2030 5,201,118.75 5,201,118.75
07/01/2030 763,162.50 763,162.50
01/01/2031 5,308,162.50 5,308,162.50
07/01/2031 655,218.75 655,218.75
01/01/2032 5,415,218.75 5,415,218.75
07/01/2032 556,750.00 556,750.00
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Municipal Improvement Corporation of Los Angeles
Lease Revenue Bonds Series 2006-A
(Police Headquarters Facility and Public Works Building)

NET DEBT SERVICE

City of Los Angeles

Final Numbers 12-5-06

Public Works Building
Period Total Net
Ending Debt Service Debt Service
01/01/2033 5,511,750.00 5,511,750.00
07/01/2033 454,137.50 454,137.50
01/01/2034 5,616,137.50 5,616,137.50
07/01/2034 347,305.00 347,305.00
01/01/2035 5,721,305.00 5,721,305.00
07/01/2035 236,146.25 236,146.25
01/01/2036 5,832,146.25 5,832,146.25
07/01/2036 120,448.75 120,448.75
01/01/2037 5,948,448.75 5,948,448.75
182,063,608.67  182,063,608.67
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NET DEBT SERVICE

City of Los Angeles
Municipal Improvement Corporation of Los Angeles

Lease Revenue Bonds Series 2006-A

(Police Headquarters Facility and Public Works Building)
Final Numbers 12-5-06
Police Headquarters

Period
Ending

Total
Debt Service

Capitalized
Interest Fund
(3/30/10)

Net
Debt Service

07/01/2007
01/01/2008
07/01/2008
01/01/2009
07/01/2009
01/01/2010
07/01/2010
01/01/2011
07/01/2011
01/01/2012
07/01/2012
01/01/2013
07/01/2013
01/01/2014
07/01/2014
01/01/2015
07/01/2015
01/01/2016
07/01/2016
01/01/2017
07/01/2017
01/01/2018
07/01/2018
01/01/2019
07/01/2019
01/01/2020
07/01/2020
01/01/2021
07/01/2021
01/01/2022
07/01/2022
01/01/2023
07/01/2023
01/01/2024
07/01/2024
01/01/2025
07/01/2025
01/01/2026
07/01/2026
01/01/2027
07/01/2027
01/01/2028
07/01/2028
01/01/2029
07/01/2029
01/01/2030
07/01/2030
01/01/2031
07/01/2031
01/01/2032

8,800,559.11
8,041,120.00
8,041,120.00
8,041,120.00
8,041,120.00
8,041,120.00
8,041,120.00
14,721,120.00
7,895,020.00
14,870,020.00
7,738,995.00
15,023,995.00
7,562,420.00
15,202,420.00
7,380,870.00
15,380,870.00
7,204,070.00
15,559,070.00
7,022,720.00
15,737,720.00
6,835,820.00
15,925,820.00
6,608,570.00
16,153,570.00
6,369,945.00
16,394,945.00
6,119,320.00
16,644,320.00
5,856,195.00
16,906,195.00
5,579,945.00
17,184,945.00
5,289,820.00
17,474,820.00
4,985,195.00
17,775,195.00
4,665,445.00
18,095,445.00
4,329,695.00
18,434,695.00
3,978,150.00
18,783,150.00
3,610,825.00
19,150,825.00
3,251,350.00
19,511,350.00
2,865,175.00
19,900,175.00
2,460,593.75
20,300,593.75

8,800,559.11
8,041,120.00
8,041,120.00
8,041,120.00
8,041,120.00
8,041,120.00
4,060,168.52

3,980,951.48
14,721,120.00
7,895,020.00
14,870,020.00
7,738,995.00
15,023,995.00
7,562,420.00
15,202,420.00
7,380,870.00
15,380,870.00
7,204,070.00
15,559,070.00
7,022,720.00
15,737,720.00
6,835,820.00
15,925,820.00
6,608,570.00
16,153,570.00
6,369,945.00
16,394,945.00
6,119,320.00
16,644,320.00
5,856,195.00

' 16,906,195.00

5,579,945.00
17,184,945.00
5,289,820.00
17,474,820.00
4,985,195.00
17,775,195.00
4,665,445.00
18,095,445.00
4,329,695.00
18,434,695.00
3,978,150.00
18,783,150.00
3,610,825.00
19,150,825.00
3,251,350.00

- 19,511,350.00

2,865,175.00
19,900,175.00
2,460,593.75
20,300,593.75
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NET DEBT SERVICE

City of Los Angeles
Municipal Improvement Corporation of Los Angeles
Lease Revenue Bonds Series 2006-A

(Police Headquarters Facility and Public Works Building)
Final Numbers 12-5-06

Police Headquarters
Capitalized

Period Total Interest Fund Net
Ending Debt Service (3/30/10) Debt Service
07/01/2032 2,091,000.00 2,091,000.00
01/01/2033 20,671,000.00 20,671,000.00
07/01/2033 1,705,681.25 1,705,681.25
01/01/2034 21,058,681.25 21,058,681.25
07/01/2034 1,304,570.00 1,304,570.00
01/01/2035 21,460,570.00 21,460,570.00
07/01/2035 887,028.75 887,028.75
01/01/2036 21,876,028.75 21,876,028.75
07/01/2036 452,420.00 452,420.00
01/01/2037 22,309,420.00 22,309,420.00
663,605,076.61 53,066,327.63  610,538,748.98
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BOND PRICING

City of Los Angeles
Municipal Improvement Corporation of Los Angeles

Lease Revenue Bonds Series 2006-A
(Police Headquarters Facility and Public Works Building)

Final Numbers 12-5-06

Maturity Yield to
Bond Component Date Amount Rate Yield Price Maturity
Serial Bond:
01/01/2008 1,380,000 4.000% 3.370% 100.641
- 01/01/2009 1,650,000 4.000% 3.400% 101.175
01/01/2010 1,715,000 4.000% 3.430% 101.634
01/01/2011 5,360,000 4.000% 3.470% 101.983
01/01/2011 3,100,000 5.000% 3.470% 105.729
01/01/2012 4,705,000 4.000% 3.500% 102.293
01/01/2012 4,130,000 5.000% 3.500% 106.883
01/01/2013 1,425,000 4.000% 3.540% 102.482
01/01/2013 7,800,000 5.000% 3.540% 107.883
01/01/2014 2,420,000 4.000% 3.570% 102.656
01/01/2014 7,255,000 5.000% 3.570% 108.838
01/01/2015 5,825,000 4.000% 3.630% 102.560
01/01/2015 4,305,000 5.000% 3.630% 109.484
01/01/2016 6,930,000 4.000% 3.690% 102.364
01/01/2016 3,650,000 5.000% 3.690% 109.997
01/01/2017 7,810,000 4.000% 3.740% 102.159
01/01/2017 3,230,000 5.000% 3.740% 110.470
01/01/2018 11,515,000 5.000% 3.800% 109.942 C 3.884%
01/01/2019 12,090,000 5.000% 3.840% 109.592 C 3.989%
01/01/2020 12,700,000 5.000% 3.870% 109.330 C 4.071%
01/01/2021 13,330,000 5.000% 3.900% 109.069 C 4.142%
01/01/2022 13,995,000 5.000% 3.920% 108.896 C 4.196%
01/01/2023 14,700,000 5.000% 3.940% 108.722 C 4.245%
01/01/2024 15,435,000 5.000% 3.960% 108.549 C 4.288%
01/01/2025 16,200,000 5.000% 3.980% 108.377 C 4.326%
01/01/2026 17,010,000 5.000% 3.990% 108.291 C 4.355%
01/01/2027 350,000 4.200% 4.330% 98.267
01/01/2027 17,515,000 5.000% 4.000% 108.205 C 4.381%
01/01/2028 900,000 4.200% 4.340% 98.078
01/01/2028 17,855,000 5.000% 4.010% 108.119 C 4.404%
01/01/2029 9,685,000 4.250% 4.350% 98.589
01/01/2029 10,000,000 5.000% 4.020% 108.033 C 4.426%
255,970,000
2031 Term Bond:
: 01/01/2031 42,175,000 4.750% 4.150% 104.886 C 4.418%
2037 Term Bond:
01/01/2037 25,000,000 3.000% 4.430% 76.371
2037 Term Bond:
01/01/2037 65,450,000 4.250% 4.430% 97.023
2037 Term Bond:
01/01/2037 60,000,000 4.500% 4.430% 100.560 C 4.466%

448,595,000

Dec 5,2006 1:39 pm Prepared by DBC Finance
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BOND PRICING

City of Los Angeles
Municipal Improvement Corporation of Los Angeles
Lease Revenue Bonds Series 2006-A
(Police Headquarters Facility and Public Works Building)
Final Numbers 12-5-06

Dated Date 12/14/2006

Delivery Date 12/14/2006

First Coupon 07/01/2007

Par Amount 448,595,000.00

Premium . 13,064,283.75

Production 461,659,283.75 102.912267%
Underwriter's Discount -1,259,206.17 -0.280700%
Purchase Price 460,400,077.58 102.631567%
Accrued Interest

Net Proceeds 460,400,077.58
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BOND PRICING

City of Los Angeles
Municipal Improvement Corporation of Los Angeles

Lease Revenue Bonds Series 2006-A
(Police Headquarters Facility and Public Works Building)

Final Numbers 12-5-06

Public Works Building
Maturity Yield to
Bond Component Date Amount Rate Yield Price Maturity
Serial Bond:
01/01/2008 1,380,000 4.000% 3.370% 100.641
01/01/2009 1,650,000 4.000% 3.400% 101.175
01/01/2010 1,715,000 4.000% 3.430% 101.634
01/01/2011 1,180,000 4.000% 3.470% 101.983
01/01/2011 600,000 5.000% 3.470% 105.729
01/01/2012 1,035,000 4.000% 3.500% 102.293
01/01/2012 825,000 5.000% 3.500% 106.883
01/01/2013 315,000 4.000% 3.540% 102.482
01/01/2013 1,625,000 5.000% 3.540% 107.883
01/01/2014 530,000 4.000% 3.570% 102.656
01/01/2014 1,505,000 5.000% 3.570% 108.838
01/01/2015 1,185,000 4.000% 3.630% 102.560
01/01/2015 945,000 5.000% 3.630% 109.484
01/01/2016 1,425,000 4.000% 3.690% 102.364
01/01/2016 800,000 5.000% 3.690% 109.997
01/01/2017 1,615,000 4.000% 3.740% 102.159
01/01/2017 710,000 5.000% 3.740% 110.470
01/01/2018 2,425,000 5.000% 3.800% 109.942 C 3.884%
01/01/2019 2,545,000 5.000% 3.840% 109.592 C 3.989%
01/01/2020 2,675,000 5.000% 3.870% 109.330 C 4.071%
01/01/2021 2,805,000 5.000% 3.900% 109.069 C 4.142%
01/01/2022 2,945,000 5.000% 3.920% 108.896 C 4.196%
01/01/2023 3,095,000 5.000% 3.940% 108.722 C 4.245%
01/01/2024 3,250,000 5.000% 3.960% 108.549 C 4.288%
01/01/2025 3,410,000 5.000% 3.980% 108.377 C 4.326%
01/01/2026 3,580,000 5.000% 3.990% 108.291 C 4.355%
01/01/2027 80,000 4.200% 4.330% 98.267
01/01/2027 3,680,000 5.000% 4.000% 108.205 C 4.381%
01/01/2028 200,000 4.200% 4.340% 98.078
01/01/2028 3,750,000 5.000% 4.010% 108.119 C 4.404%
01/01/2029 1,945,000 4.250% 4.350% 98.589
01/01/2029 2,200,000 5.000% 4.020% 108.033 C 4.426%
57,625,000
2031 Term Bond:
01/01/2031 8,880,000 4.750% 4.150% 104.886 C 4.418%
2037 Term Bond:
01/01/2037 5,500,000 3.000% 4.430% 76.371
2037 Term Bond:
01/01/2037 12,975,000 4.250% 4.430% 97.023
2037 Term Bond:
01/01/2037 13,200,000 4.500% 4.430% 100.560 C 4.466%
98,180,000
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BOND PRICING

City of Los Angeles
Municipal Improvement Corporation of Los Angeles
Lease Revenue Bonds Series 2006-A
(Police Headquarters Facility and Public Works Building)
Final Numbers 12-5-06

Public Works Building

Dated Date 12/14/2006

Delivery Date 12/14/2006

First Coupon 07/01/2007

Par Amount 98,180,000.00

Premium 2,774,196.65

Production 100,954,196.65 102.825623%
Underwriter's Discount -275,591.26 -0.280700%
Purchase Price 100,678,605.39  102.544923%
Accrued Interest

Net Proceeds 100,678,605.39
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BOND PRICING

City of Los Angeles
Municipal Improvement Corporation of Los Angeles

Lease Revenue Bonds Series 2006-A
(Police Headquarters Facility and Public Works Building)

Final Numbers 12-5-06

Police Headquarters
Maturity Yield to
Bond Component Date Amount Rate Yield Price Maturity
Serial Bond:
01/01/2011 4,180,000 4.000% 3.470% 101.983
01/01/2011 2,500,000 5.000% 3.470% 105.72%
01/01/2012 3,670,000 4.000% 3.500% 102.293
01/01/2012 3,305,000 5.000% 3.500% 106.883
01/01/2013 1,110,000 4.000% 3.540% 102.482
01/01/2013 6,175,000 5.000% 3.540% 107.883
01/01/2014 1,890,000  4.000% 3.570% 102.656
01/01/2014 5,750,000 5.000% 3.570% 108.838
01/01/2015 4,640,000 4.000% 3.630% 102.560
01/01/2015 3,360,000 5.000% 3.630% 109.484
01/01/2016 5,505,000 4.000% 3.690% 102.364
01/01/2016 2,850,000 5.000% 3.690% 109.997
01/01/2017 6,195,000 4.000% 3.740% 102.159
01/01/2017 2,520,000 5.000% 3.740% 110.470 :
01/01/2018 9,090,000 5.000% 3.800% 109.942 C 3.884%
01/01/2019 9,545,000 5.000% 3.840% 109592 C 3.989%
01/01/2020 10,025,000 5.000% 3.870% 109.330 C 4.071%
01/01/2021 10,525,000 5.000% 3.900% 109.069 C 4.142%
01/01/2022 11,050,000 5.000% 3.920% 108.896 C 4.196%
01/01/2023 11,605,000 5.000% 3.940% 108.722 C 4.245%
01/01/2024 12,185,000 5.000% 3.960% 108.549 C 4.288%
01/01/2025 12,790,000 5.000% 3.980% 108.377 C 4.326%
01/01/2026 13,430,000 5.000% 3.990% 108.291 C 4.355%
01/01/2027 270,000 4.200% 4.330% 98.267
01/01/2027 13,835,000 5.000% 4.000% 108.205 C 4.381%
01/01/2028 700,000 4.200% 4.340% 98.078
01/01/2028 14,105,000 5.000% 4.010% 108.119 C 4.404%
01/01/2029 7,740,000 4.250% 4.350% 98.589
01/01/2029 7,800,000 5.000% 4.020% 108.033 C 4.426%
198,345,000
2031 Term Bond:
01/01/2031 33,295,000 4.750% 4.150% 104.886 C 4.418%
2037 Term Bond:
01/01/2037 19,500,000 3.000% 4.430% 76.371
2037 Term Bond:
01/01/2037 52,475,000 4.250% 4.430% 97.023
2037 Term Bond:
01/01/2037 46,800,000 4.500% 4.430% 100.560 C 4.466%
350,415,000
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BOND PRICING

City of Los Angeles
Municipal Improvement Corporation of Los Angeles
Lease Revenue Bonds Series 2006-A
(Police Headquarters Facility and Public Works Building)
Final Numbers 12-5-06

Police Headquarters

Dated Date 12/14/2006

Delivery Date 12/14/2006

First Coupon 07/01/2007

Par Amount 350,415,000.00

Premium 10,290,087.10

Production 360,705,087.10  102.936543%
Underwriter's Discount -983,614.91 -0.280700%
Purchase Price 359,721,472.19  102.655843%
Accrued Interest

Net Proceeds 359,721,472.19
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BOND MATURITY TABLE

City of Los Angeles
Municipal Improvement Corporation of Los Angeles

Lease Revenue Bonds Series 2006-A

(Police Headquarters Facility and Public Works Building)
Final Numbers 12-5-06

Maturity

Date Serial Bond 2031 Term Bond 2037 Term Bond 2037 Term Bond 2037 Term Bond Total
01/01/2008 1,380,000 1,380,000
01/01/2009 1,650,000 1,650,000
01/01/2010 1,715,000 1,715,000
01/01/2011 8,460,000 8,460,000
01/01/2012 8,835,000 8,835,000
01/01/2013 9,225,000 9,225,000
01/01/2014 9,675,000 9,675,000
01/01/2015 10,130,000 10,130,000
01/01/2016 10,580,000 10,580,000
01/01/2017 11,040,000 11,040,000
01/01/2018 11,515,000 11,515,000
01/01/2019 12,090,000 12,090,000
01/01/2020 12,700,000 12,700,000
01/01/2021 13,330,000 13,330,000
01/01/2022 13,995,000 13,995,000
01/01/2023 14,700,000 14,700,000
01/01/2024 15,435,000 15,435,000
01/01/2025 16,200,000 16,200,000
01/01/2026 17,010,000 17,010,000
01/01/2027 17,865,000 17,865,000
01/01/2028 18,755,000 18,755,000
01/01/2029 19,685,000 19,685,000
01/01/2030 20,595,000 20,595,000
01/01/2031 21,580,000 21,580,000
01/01/2032 3,750,000 9,850,000 9,000,000 22,600,000
01/01/2033 3,750,000 10,785,000 9,000,000 23,535,000
01/01/2034 4,000,000 10,915,000 9,600,000 24,515,000
01/01/2035 4,250,000 11,080,000 10,200,000 25,530,000
01/01/2036 4,500,000 11,285,000 10,800,000 26,585,000
01/01/2037 4,750,000 11,535,000 11,400,000 27,685,000
255,970,000 42,175,000 25,000,000 65,450,000 60,000,000 448,595,000
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BOND MATURITY TABLE

City of Los Angeles
Municipal Improvement Corporation of Los Angeles

Lease Revenue Bonds Series 2006-A

(Police Headquarters Facility and Public Works Building)
Final Numbers 12-5-06

Public Works Building
Maturity

Date Serial Bond 2031 Term Bond 2037 Term Bond 2037 Term Bond 2037 Term Bond Total
01/01/2008 1,380,000 1,380,000
01/01/2009 1,650,000 1,650,000
01/01/2010 1,715,000 1,715,000
01/01/2011 1,780,000 1,780,000
01/01/2012 1,860,000 1,860,000
01/01/2013 1,940,000 1,940,000
01/01/2014 2,035,000 2,035,000
01/01/2015 2,130,000 2,130,000
01/01/2016 2,225,000 2,225,000
01/01/2017 2,325,000 2,325,000
01/01/2018 2,425,000 2,425,000
01/01/2019 2,545,000 2,545,000
01/01/2020 2,675,000 2,675,000
01/01/2021 2,805,000 2,805,000
01/01/2022 2,945,000 2,945,000
01/01/2023 3,095,000 3,095,000
01/01/2024 3,250,000 3,250,000
01/01/2025 3,410,000 3,410,000
01/01/2026 3,580,000 3,580,000
01/01/2027 - 3,760,000 3,760,000
01/01/2028 3,950,000 3,950,000
01/01/2029 4,145,000 4,145,000
01/01/2030 4,335,000 4,335,000
01/01/2031 4,545,000 4,545,000
01/01/2032 825,000 1,955,000 1,980,000 4,760,000
01/01/2033 825,000 2,150,000 1,980,000 4,955,000
01/01/2034 880,000 2,170,000 2,112,000 5,162,000
01/01/2035 935,000 2,195,000 2,244,000 5,374,000
01/01/2036 990,000 2,230,000 2,376,000 5,596,000
01/01/2037 1,045,000 2,275,000 2,508,000 5,828,000
57,625,000 8,880,000 5,500,000 12,975,000 13,200,000 98,180,000
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BOND MATURITY TABLE

City of Los Angeles
Municipal Improvement Corporation of Los Angeles

Lease Revenue Bonds Series 2006-A

(Police Headquarters Facility and Public Works Building)
Final Numbers 12-3-06

Police Headquarters
Maturity

Date Serial Bond 2031 Term Bond 2037 Term Bond 2037 Term Bond 2037 Term Bond Total
01/01/2011 6,680,000 6,680,000
01/01/2012 6,975,000 6,975,000
01/01/2013 7,285,000 7,285,000
01/01/2014 7,640,000 7,640,000
01/01/2015 8,000,000 8,000,000
01/01/2016 8,355,000 8,355,000
01/01/2017 8,715,000 8,715,000
01/01/2018 9,090,000 9,090,000
01/01/2019 9,545,000 9,545,000
01/01/2020 10,025,000 10,025,000
01/01/2021 10,525,000 10,525,000
01/01/2022 11,050,000 11,050,000
01/01/2023 11,605,000 11,605,000
01/01/2024 12,185,000 12,185,000
01/01/2025 12,790,000 12,790,000
01/01/2026 13,430,000 13,430,000
01/01/2027 14,105,000 14,105,000
01/01/2028 14,805,000 14,805,000
01/01/2029 15,540,000 15,540,000
01/01/2030 16,260,000 16,260,000
- 01/01/2031 17,035,000 17,035,000
01/01/2032 2,925,000 7,895,000 7,020,000 17,840,000
01/01/2033 2,925,000 8,635,000 7,020,000 18,580,000
01/01/2034 3,120,000 8,745,000 7,488,000 19,353,000
01/01/2035 3,315,000 8,885,000 7,956,000 20,156,000
01/01/2036 3,510,000 9,055,000 8,424,000 20,989,000
01/01/2037 3,705,000 9,260,000 8,892,000 21,857,000
198,345,000 33,295,000 19,500,000 52,475,000 46,800,000 350,415,000
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CAPITALIZED INTEREST FUND

City of Los Angeles
Municipal Improvement Corporation of Los Angeles
Lease Revenue Bonds Series 2006-A
(Police Headquarters Facility and Public Works Building)
Final Numbers 12-5-06

Interest Scheduled
Date Deposit @ 4.239628% Principal External Draws Balance
12/14/2006 52,982,046.22 52,982,046.22
07/01/2007 1,229,193.36 8,800,559.11 -1,229,193.36 8,800,559.11 44,181,487.11
01/01/2008 936,565.35 8,041,120.00 -936,565.35 8,041,120.00 36,140,367.11
07/01/2008 766,108.56 8,041,120.00 -766,108.56 8,041,120.00 28,099,247.11
01/01/2009 595,651.77 8,041,120.00 -595,651.77 8,041,120.00 20,058,127.11
07/01/2009 425,194.99 8,041,120.00 -425,194.99 8,041,120.00 12,017,007.11
01/01/2010 254,738.20 8,041,120.00 -254,738.20 8,041,120.00 3,975,887.11
07/01/2010 84,281.41 3,975,887.11 -84,281.41 3,975,887.11
52,982,046.22 4,291,733.64 52,982,046.22 -4,291,733.64 52,982,046.22
Yield To Receipt Date: 4.2383751%
Arbitrage Yield: 4.2397406%

Notes:

Value of Negative Arbitrage:

1,302.33

Paralle] cash flows were run using Munex software by the Financial Advisor, Montague Derose and Associates.
The two software programs produced a slightly different arbitrage yield, and to error on the side of caution, we are using the lower arbitrage yield.
Munex calculates the Arbitrage Yield to be 4.239628%, and DBC calculates it to be 4.239741%.
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PROJECT FUND

City of Los Angeles
Municipal Improvement Corporation of Los Angeles
Lease Revenue Bonds Series 2006-A
(Police Headquarters Facility and Public Works Building)
Final Numbers 12-5-06
Public Works Building

Project Construction Fund (PRO01)

Interest Scheduled
Date Deposit @ 4.239628% Principal Draws Balance
12/14/2006 100,000,000 100,000,000 100,000,000
100,000,000 0 100,000,000 100,000,000
Arbitrage Yield: 4.2397406%

Notes:
Parallel cash flows were run using Munex software by the Financial Advisor, Montague Derose and Associates.
The two software programs produced a slightly different arbitrage yield, and to error on the side of caution, we are using the lower arbitrage yield.
Munex calculates the Arbitrage Yield to be 4.239628%, and DBC calculates it to be 4.239741%.
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PROJECT FUND

City of Los Angeles
Municipal Improvement Corporation of Los Angeles

Lease Revenue Bonds Series 2006-A
(Police Headquarters Facility and Public Works Building)
Final Numbers 12-5-06

Police Headquarters

Project Construction Fund (PRO01)

Capitalized
Interest Interest Fund Scheduled
Date Deposit @ 4.239628% Principal (3/30/10) Draws Balance
12/14/2006 304,286,630.35 97,404,477.06 97,404,477.06  206,882,153.29
01/01/2007 414,187.70 -414,187.70 207,296,340.99
04/01/2007 49,136,477.00 49,136,477.00  158,159,863.99
07/01/2007 3,873,495.90 33,423,787.74 1,229,193.36 38,526,477.00  124,736,076.25
10/01/2007 29,186,476.99 29,186,476.99 95,549,599.26
01/01/2008 2,334,823.30 20,755,088.34 936,565.35 24,026,476.99 74,794,510.92
04/01/2008 14,186,476.99 14,186,476.99 60,608,033.93
07/01/2008 1,435,141.05 11,350,227.38 766,108.56 13,551,476.99 49,257,806.55
10/01/2008 » 14,211,477.00 14,211,477.00 35,046,329.55
01/01/2009 893,545.44 13,476,051.79 595,651.77 14,965,249.00 21,570,277.76
04/01/2009 11,211,723.00 11,211,723.00 10,358,554.76
07/01/2009 338,415.93 6,698,866.07 425,194.99 7,462,476.99 3,659,688.69
10/01/2009 38,789.30 3,659,688.69 3,698,477.99
304,286,630.35 9,328,398.62  304,286,630.35 3,952,714.03  317,567,743.00
Yield To Receipt Date: 4.2386086%
Arbitrage Yield: 4.2397406%
Value of Negative Arbitrage: 2,387.31

Notes:

Parallel cash flows were run using Munex software by the Financial Advisor, Montague Derose and Associates.
The two software programs produced a slightly different arbitrage yield, and to error on the side of caution, we are using the lower arbitrage yield.
Munex calculates the Arbitrage Yield to be 4.239628%, and DBC calculates it to be 4.239741%.
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CALL PROVISIONS

City of Los Angeles
Municipal Improvement Corporation of Los Angeles
Lease Revenue Bonds Series 2006-A
(Police Headquarters Facility and Public Works Building)
Final Numbers 12-5-06
Public Works Building

Call Provisions

Call Date Call Price

01/01/2017 100.00
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CALL PROVISIONS

City of Los Angeles
Municipal Improvement Corporation of Los Angeles
Lease Revenue Bonds Series 2006-A
(Police Headquarters Facility and Public Works Building)
- Final Numbers 12-5-06
Police Headquarters

Call Provisions

Call Date Call Price

01/01/2017 100.00
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Municipal Improvement Corporation of Los Angeles

COST OF ISSUANCE
City of Los Angeles

Lease Revenue Bonds Series 2006-A

(Police Headquarters Facility and Public Works Building)

Final Numbers 12-5-06

Cost of Issuance $/1000 Amount
Title Work/Insurance 0.44584 200,000.00
Bond and Tax Counsel 0.28868 129,500.00
Disclosure Counsel 0.11146 50,000.00
Financial Advisors 0.28979 130,000.00
Rating Agency 0.37116 166,500.00
Trustee 0.00803 3,600.00
Printer 0.02229 10,000.00
Independent Review 0.04458 20,000.00
Contingency 0.09295 41,698.01
Appendix A 0.02229 10,000.00

1.69707 761,298.01
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FORM 8038 STATISTICS

City of Los Angeles

Municipal Improvement Corporation of Los Angeles
Lease Revenue Bonds Series 2006-A
(Police Headquarters Facility and Public Works Building)
Final Numbers 12-5-06

Dated Date 12/14/2006
Delivery Date 12/14/2006
Redemption
Bond Component Date Principal Coupon Price Issue Price at Maturity
Serial Bond:
01/01/2008 1,380,000.00 4.000% 100.641 1,388,845.80 1,380,000.00
01/01/2009 1,650,000.00 4.000% 101.175 1,669,387.50 1,650,000.00
01/01/2010 1,715,000.00 4.000% 101.634 1,743,023.10 1,715,000.00
01/01/2011 5,360,000.00 4.000% 101.983 5,466,288.80 5,360,000.00
01/01/2011 3,100,000.00 5.000% 105.729 3,277,599.00 3,100,000.00
01/01/2012 4,705,000.00 4.000% 102.293 4,812,885.65 4,705,000.00
01/01/2012 4,130,000.00 5.000% 106.883 4,414,267.90 4,130,000.00
01/01/2013 1,425,000.00 4.000% 102.482 1,460,368.50 1,425,000.00
01/01/2013 7,800,000.00 5.000% 107.883 8,414,874.00 7,800,000.00
01/01/2014 2,420,000.00 4.000% 102.656 2,484,275.20 2,420,000.00
01/01/2014 7,255,000.00 5.000% 108.838 7,896,196.90 7,255,000.00
01/01/2015 5,825,000.00 4.000% 102.560 5,974,120.00 5,825,000.00
01/01/2015 4,305,000.00 5.000% 109.484 4,713,286.20 4,305,000.00
01/01/2016 6,930,000.00 4.000% 102.364 7,093,825.20 6,930,000.00
01/01/2016 3,650,000.00 5.000% 109.997 4,014,890.50 3,650,000.00
01/01/2017 7,810,000.00 4.000% 102.159 7,978,617.90 7,810,000.00
01/01/2017 3,230,000.00 5.000% 110.470 3,568,181.00 3,230,000.00
01/01/2018 11,515,000.00 5.000% 109.942 12,659,821.30 11,515,000.00
01/01/2019 12,090,000.00 5.000% 109.592 13,249,672.80 12,090,000.00
01/01/2020 12,700,000.00 5.000% 109.330 13,884,910.00 12,700,000.00
01/01/2021 13,330,000.00 5.000% 109.069 14,538,897.70 13,330,000.00
01/01/2022 13,995,000.00 5.000% 108.896 15,239,995.20 13,995,000.00
01/01/2023 14,700,000.00 5.000% 108.722 15,982,134.00 14,700,000.00
01/01/2024 15,435,000.00 5.000% 108.549 16,754,538.15 15,435,000.00
01/01/2025 16,200,000.00 5.000% 108.377 17,557,074.00 16,200,000.00
01/01/2026 17,010,000.00 5.000% 108.291 18,420,299.10 17,010,000.00
01/01/2027 350,000.00 4.200% 98.267 343,934.50 350,000.00
01/01/2027 17,515,000.00 5.000% 108.205 18,952,105.75 17,515,000.00
01/01/2028 900,000.00 4.200% 98.078 882,702.00 900,000.00
01/01/2028 17,855,000.00 5.000% 108.119 19,304,647.45 17,855,000.00
01/01/2029 9,685,000.00 4.250% 98.589 9,548,344.65 9,685,000.00
01/01/2029 10,000,000.00 5.000% 108.033 10,803,300.00 10,000,000.00
2031 Term Bond:
01/01/2030 20,595,000.00 4.750% 104.886 21,601,271.70 20,595,000.00
01/01/2031 21,580,000.00 4.750% 104.886 22,634,398.80 21,580,000.00
2037 Term Bond:
01/01/2032 3,750,000.00 3.000% 76.371 2,863,912.50 3,750,000.00
01/01/2033 3,750,000.00 3.000% 76.371 2,863,912.50 3,750,000.00
01/01/2034 4,000,000.00 3.000% 76.371 3,054,840.00 4,000,000.00
01/01/2035 4,250,000.00 3.000% 76.371 3,245,767.50 4,250,000.00
01/01/2036 4,500,000.00 3.000% 76.371 3,436,695.00 4,500,000.00
01/01/2037 4,750,000.00 3.000% 76.371 3,627,622.50 4,750,000.00
2037 Term Bond:
01/01/2032 9,850,000.00 4.250% 97.023 9,556,765.50 9,850,000.00
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FORM 8038 STATISTICS

City of Los Angeles

Lease Revenue Bonds Series 2006-A

Final Numbers 12-5-06

Municipal Improvement Corporation of Los Angeles

(Police Headquarters Facility and Public Works Building)

Redemption
Bond Component Date Principal Coupon Price Issue Price at Maturity
2037 Term Bond:
01/01/2033 10,785,000.00 4.250% 97.023 10,463,930.55 10,785,000.00
01/01/2034 10,915,000.00 4.250% 97.023 10,590,060.45 10,915,000.00
01/01/2035 11,080,000.00 4.250% 97.023 10,750,148.40 11,080,000.00
01/01/2036 11,285,000.00 4.250% 97.023 10,949,045.55 11,285,000.00
01/01/2037 11,535,000.00 4.250% 97.023 11,191,603.05 11,535,000.00
2037 Term Bond:
01/01/2032 9,000,000.00 4.500% 100.560 9,050,400.00 9,000,000.00
01/01/2033 9,000,000.00 4.500%  100.560 9,050,400.00 9,000,000.00
01/01/2034 9,600,000.00 4.500% 100.560 9,653,760.00 9,600,000.00
01/01/2035 10,200,000.00 4.500% 100.560 10,257,120.00 10,200,000.00
01/01/2036 10,800,000.00 4.500% 100.560 10,860,480.00 10,800,000.00
01/01/2037 11,400,000.00 4.500% 100.560 11,463,840.00 11,400,000.00
448,595,000.00 461,659,283.75  448,595,000.00
. Stated Weighted Net
Maturity Interest Issue Redemption Average Interest
Date Rate Price at Maturity Maturity Yield Cost
Final Maturity 01/01/2037 4.187% 26,283,065.55 27,685,000.00
Entire Issue 461,659,283.75  448,595,000.00 19.2961 42397%  4.3107%
Proceeds used for accrued interest 0.00
Proceeds used for bond issuance costs (including underwriters' discount) 2,020,504.18
Proceeds used for credit enhancement 2,370,103.00
Proceeds allocated to reasonably required reserve or replacement fund 0.00
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$448,595,000.00
MICLA
Lease Revenue Bonds, 2006A

Proof of Premium Bond Selection of Call Dates/Prices

PV at Bond

Maturity Call Date Call Price Yield Lowest?
01/01/2018 - - 12,280,677.64 No
01/01/2018 01/01/2017 ‘ 100.000% 12,225,011.89 Yes
01/01/2019 - - 12,949,955.81 No
01/01/2019 01/01/2017 100.000% 12,835,466.24 Yes
01/01/2020 - - 13,659,797.91 No
01/01/2020 01/01/2017 100.000% 13,483,078.69 Yes
01/01/2021 - - 14,394,229.01 No
01/01/2021 01/01/2017 100.000% 14,151,924.32 Yes
01/01/2022 - - 15,169,523.45 No
01/01/2022 01/01/2017 100.000% 14,857,928.05 Yes
01/01/2023 - - 15,991,305.98 No
01/01/2023 01/01/2017 100.000% 15,606,398.16 Yes
01/01/2024 - - 16,848,882.31 No
01/01/2024 01/01/2017 100.000% 16,386,718.07 Yes
01/01/2025 - - 17,742,342.79 No
01/01/2025 01/01/2017 100.000% 17,198,887.78 Yes
01/01/2026 - - 18,688,245.15 No
01/01/2026 01/01/2017 100.000% 18,058,832.16 Yes
01/01/2027 - - 19,301,113.15 No
01/01/2027 01/01/2017 100.000% 18,594,970.33 Yes
01/01/2028 - - 19,732,524 31 No
01/01/2028 01/01/2017 100.000% 18,955,934.65 Yes
01/01/2029 - - 11,082,011.99 No
01/01/2029 01/01/2017 100.000% 10,616,597.39 Yes
01/01/2031 - - 45,360,996.82 No
01/01/2031 01/01/2017 100.000% 43,920,177.47 Yes
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$448,595,000.00

MICLA

Lease Revenue Bonds, 2006A

Proof of D/S for Arbitrage Purposes Part 1 of 2
Date Principal Interest Term 3 Adj. Total
12/14/2006 - - - -
07/01/2007 - 11,250,122.78 - 11,250,122.78
01/01/2008 1,380,000.00 10,279,300.00 - 11,659,300.00
07/01/2008 - 10,251,700.00 - 10,251,700.00
01/01/2009 1,650,000.00 10,251,700.00 - 11,901,700.00
07/01/2009 - 10,218,700.00 - 10,218,700.00
01/01/2010 1,715,000.00 10,218,700.00 - 11,933,700.00
07/01/2010 - 10,184,400.00 - 10,184,400.00
01/01/2011 8,460,000.00 10,184,400.00 - 18,644,400.00
07/01/2011 - 9,999,700.00 - 9,999,700.00
01/01/2012 8,835,000.00 9,999,700.00 - 18,834,700.00
07/01/2012 - 9,802,350.00 - 9,802,350.00
01/01/2013 9,225,000.00 9,802,350.00 - 19,027,350.00
07/01/2013 - 9,578,850.00 - 9,578,850.00
01/01/2014 9,675,000.00 9,578,850.00 - 19,253,850.00
07/01/2014 - 9,349,075.00 - 9,349,075.00
01/01/2015 10,130,000.00 9,349,075.00 - 19,479,075.00
07/01/2015 - 9,124,950.00 - 9,124,950.00
01/01/2016 10,580,000.00 9,124,950.00 - 19,704,950.00
07/01/2016 - 8,895,100.00 - 8,895,100.00
01/01/2017 225,560,000.00 8,895,100.00 - 234,455,100.00
07/01/2017 - 3,347,868.75 - 3,347,868.75
01/01/2018 - 3,347,868.75 - 3,347,868.75
07/01/2018 - 3,347,868.75 - 3,347,868.75
01/01/2019 - 3,347,868.75 - 3,347,868.75
07/01/2019 - 3,347,868.75 - 3,347,868.75
01/01/2020 - 3,347,868.75 - 3,347,868.75
07/01/2020 - 3,347,868.75 - 3,347,868.75
01/01/2021 - 3,347,868.75 - 3,347,868.75
07/01/2021 - 3,347,868.75 - 3,347,868.75
01/01/2022 - 3,347,868.75 - 3,347,868.75
07/01/2022 - 3,347,868.75 - 3,347,868.75
01/01/2023 - 3,347,868.75 - 3,347,868.75
07/01/2023 - 3,347,868.75 - 3,347,868.75
01/01/2024 - 3,347,868.75 - 3,347,868.75
07/01/2024 - 3,347,868.75 - 3,347,868.75
01/01/2025 - 3,347,868.75 - 3,347,868.75
07/01/2025 - 3,347,868.75 - 3,347,868.75
01/01/2026 - 3,347,868.75 - 3,347,868.75
07/01/2026 - 3,347,868.75 - 3,347,868.75
01/01/2027 350,000.00 3,347,868.75 - 3,697,868.75
07/01/2027 - 3,340,518.75 - 3,340,518.75
01/01/2028 900,000.00 3,340,518.75 - 4,240,518.75
07/01/2028 - 3,321,618.75 - 3,321,618.75
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$448,595,000.00

MICLA

Lease Revenue Bonds, 2006A

Proof of D/S for Arbitrage Purposes Part 2 of 2

Date Principal Interest Term 3 Adj. Total
01/01/2029 9,685,000.00 3,321 618.75 - 13,006,618.75
07/01/2029 - 3,115,812.50 R 3,115,812.50
01/01/2030 . 3,115,812.50 y 3,115,812.50
07/01/2030 - 3,115,812.50 - 3,115,812.50
01/01/2031 - 3,115,812.50 - 3,115,812.50
07/01/2031 - 3,115,812.50 - 3,115,812.50
01/01/2032 22,600,000.00 3,115,812.50 (244,210.38) 25,471,602.12
07/01/2032 - 2,647,750.00 - 2,647,750.00
01/01/2033 23,535,000.00 2,647,750.00 (199,586.53) 25,983,163.47
07/01/2033 - 2,159,818.75 - 2,159,818.75
01/01/2034 24,515,000.00 2,159,818.75 (163,143.17) 26,511,675.58
07/01/2034 - 1,651,875.00 - 1,651,875.00
01/01/2035 25,530,000.00 1,651,875.00 (118,093.19) 27,063,781.81
07/01/2035 - 1,123,175.00 - 1,123,175.00
01/01/2036 26,585,000.00 1,123,175.00 (63,900.95) 27,644,274.05
07/01/2036 - 572,868.75 - 572,868.75
01/01/2037 27,685,000.00 572,868.75 - 28,257,868.75
Total $448,595,000.00 $311,626,572.78 (788,934.22) $759,432,638.56
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$448,595,000.00

MICLA

Lease Revenue Bonds, 2006A

Proof Of Bond Yield @ 4.2396283%

Part1 of 2

Date Cashfiow PV Factor Present Value Cumulative PV
12/14/2006 - 1.0000000x - -
07/01/2007 11,250,122.78 0.9773038x "10,994,787.91 10,994,787.91
01/01/2008 11,659,300.00 0.9570168x 11,158,146.40 22,152,934.30
07/01/2008 10,251,700.00 0.9371510x 9,607,390.67 31,760,324.98
01/01/2009 11,901,700.00 0.9176975x 10,922,160.29 42,682,485.26
07/01/2009 10,218,700.00 0.8986478x 9,183,012.60 51,865,497.86
01/01/2010 11,933,700.00 0.8799936x 10,501,579.66 62,367,077.52
07/01/2010 10,184,400.00 0.8617266x 8,776,168.39 71,143,245.91
01/01/2011 18,644,400.00 0.8438388x 15,732,867.87 86,876,113.78
07/01/2011 9,999,700.00 0.8263223x 8,262,975.00 95,139,088.78
01/01/2012 18,834,700.00 0.8091694x 15,240,462.94 110,379,551.72
07/01/2012 9,802,350.00 0.7923726x 7,767,113.32 118,146,665.05
01/01/2013 19,027,350.00 0.7759244x% 14,763,785.52 132,910,450.57
07/01/2013 9,578,850.00 0.7598177x 7,278,179.75 140,188,630.32
01/01/2014 19,253,850.00 0.7440453x% 14,325,736.97 154,514,367.29
07/01/2014 9,349,075.00 0.7286003x 6,811,739.28 161,326,106.58
01/01/2015 19,479,075.00 0.7134760x 13,897,852.15 175,223,958.73
07/01/2015 9,124,950.00 0.6986656x 6,375,288.39 181,599,247.12
01/01/2016 19,704,950.00 0.6841626x 13,481,389.71 195,080,636.83
07/01/2016 8.895,100.00 0.6699607x 5,959,367.18 201,040,004.02
01/01/2017 234,455,100.00 0.6560536x 153,815,102.31 354,855,106.33
07/01/2017 3,347,868.75 0.6424351x 2,150,788.48 357,005,894.81
01/01/2018 3,347,868.75 0.6290994x 2,106,142.18 359,112,037.00
07/01/2018 3,347,868.75 0.6160405x 2,062,422.66 361,174,459.65
01/01/2019 3,347,868.75 0.6032526x% 2,019,610.66 363,194,070.32
07/01/2019 3,347,868.75 0.5907303x 1,977,687.37 365,171,757.68
01/01/2020 3,347,868.75 0.5784678x 1,936,634.32 367,108,392.00
07/01/2020 3,347,868.75 0.5664599x 1,896,433.45 369,004,825.45
01/01/2021 3,347,868.75 0.5547013x 1,857,067.08 370,861,892.54
07/01/2021 3,347,868.75 0.5431867x 1,818,517.88 372,680,410.42
01/01/2022 3,347,868.75 0.5319112x 1,780,768.89 374,461,179.31
07/01/2022 3,347,868.75 0.5208697x 1,743,803.50 376,204,982.81
01/01/2023 3,347,868.75 0.5100575x% 1,707,605 .44 377,912,588.25
07/01/2023 3,347,868.75 0.4994696x 1,672,158.78 379,584,747.03
01/01/2024 3,347,868.75 0.4891016x 1,637,447.93 381,222,194.95
07/01/2024 3,347,868.75 0.4789488x 1,603,457.60 382,825,652.56
01/01/2025 3,347,868.75 0.4690067x 1,570,172.86 384,395,825.42
07/01/2025 3,347,868.75 0.4592710x 1,537,579.04 385,933,404.46
01/01/2026 3,347,868.75 0.4497374x 1,505,661.81 387,439,066.26
07/01/2026 3,347,868.75 0.4404017x 1,474,407.12 388,913,473.38
01/01/2027 3,697,868.75 0.4312598x 1,594,742.15 390,508,215.53
07/01/2027 3,340,518.75 0.4223077x 1,410,726.67 391,918,942.20
01/01/2028 4,240,518.75 0.4135414x 1,753,629.88 393,672,572.08
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$448,595,000.00
MICLA
Lease Revenue Bonds, 2006A

Proof Of Bond Yield @ 4.2396283% Part2 of 2
Date Cashflow PV Factor Present Value Cumulative PV
07/01/2028 3,321,618.75 0.4049570x 1,345,112.83 395,017,684.91
01/01/2029 13,006,618.75 0.3965509x 5,157,786.09 400,175,471.00
07/01/2029 3,115,812.50 0.3883192x 1,209,929.92 401,385,400.92
01/01/2030 3,115,812.50 0.3802585x% 1,184,814.06 402,570,214.98
07/01/2030 3,115,812.50 0.3723650% 1,160,219.56 403,730,434.54
01/01/2031 3,115,812.50 0.3646354x 1,136,135.60 404,866,570.14
07/01/2031 3,115,812.50 0.3570663x 1,112,551.57 405,979,121.72
01/01/2032 25,471,602.12 0.3496543x% 8.906,254.15 414,885,375.87
07/01/2032 2,647,750.00 0.3423961x 906,579.27 415,791,955.14
01/01/2033 25,983,163.47 0.3352886x% 8,711,858.56 424.503,813.70
07/01/2033 2,159,818.75 0.3283286x 709,130.36 425212,944.06
01/01/2034 26,511,675.58 0.3215132x 8,523,852.69 433,736,796.75
07/01/2034 1,651,875.00 0.3148392x 520,074.94 434,256,871.68
01/01/2035 27,063,781.81 0.3083037x 8,343,863.89 442,600,735.57
07/01/2035 1,123,175.00 0.3019039x 339,090.90 442,939,826 47
01/01/2036 27,644,274.05 0.2956369% 8,172,668.54 451,112,495.01
07/01/2036 572,868.75 0.2895001x 165,845.55 451,278,340.56
01/01/2037 28,257,868.75 0.2834906x% 8,010,840.19 459,289,180.75
Total $759,432,638.56 - $459,289,180.75 -

Derivation Of Target Amount

Par Amount of Bonds $448,595,000.00
Reoffering Premium or (Discount) 13,064,283.75
Bond Insurance Premium (1,894,297.85)
Other Credit Enhancement Fees (475,805.15)
Original Issue Proceeds $459,289,180.75
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$448,595,000.00

MICLA

Lease Revenue Bonds, 2006A

1/1/2037 Term Bond Maturity with 3% Coupon to Yield 4.430%

(SINKING =DOLLAR =BOND

DATE FUND * PRICE PRICE) *YEARS YEARS
01/01/2032 3,750,000.00 76.371% 2,863,912.50 25.0472222x 71,733,052.81
01/01/2033 3,750,000.00 76.371% 2,863,912.50 26.0472222x 74,596,965.31
01/01/2034 4,000,000.00 76.371% 3,054,840.00 27.0472222x 82,624,936.33
01/01/2035 4,250,000.00 76.371% 3,245,767.50 28.0472222x 91,034,762.35
01/01/2036 4,500,000.00 76.371% 3,436,695.00 29.0472222x 99,826,443.38
01/01/2037 4,750,000.00 76.371% 3,627,622.50 30.0472222x 108,999,979.40
Total $25,000,000.00 - $19,092,750.00 - $528,816,139.58
Weighted Average Maturity (Years / Dollar Price) 27.697 Years
Weighted Average Maturity * 25% 6.924 Years
Dollar Price 76.3710000%
Original Issue Discount 23.6290000%
Discount Calculation Required: OID > (.25 * WAM) Yes
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$448,595,000.00

MICLA
Lease Revenue Bonds, 2006A
1/1/2037 Term Bond Maturity with 3% Coupon to Yield 4.430%

Proof of Term 3 YIELD @ 4.4616937%

Part 1 of 2

Date Cashflow PV Factor Present Value Cumulative PV
12/14/2006 - 1.0000000x - -
07/01/2007 410,416.67 0.9761422x 400,625.02 400,625.02
01/01/2008 375,000.00 0.9548411x 358,065.43 758,690.45
07/01/2008 375,000.00 0.9340049x 350,251.84 1,108,942.29
01/01/2009 375,000.00 0.9136234x 342,608.77 1,451,551.06
07/01/2009 375,000.00 0.8936866x 335,132.47 1,786,683.53
01/01/2010 375,000.00 0.8741849% 327,819.33 2,114,502.86
07/01/2010 375,000.00 0.8551087x 320,665.76 2,435,168.62
01/01/2011 375,000.00 0.8364488x 313,668.31 2,748,836.93
07/01/2011 375,000.00 0.8181961x 306,823.54 3,055,660.47
01/01/2012 375,000.00 0.8003417x 300,128.14 3,355,788.61
07/01/2012 375,000.00 0.7828769x 293,578.85 3,649,367.46
01/01/2013 375,000.00 0.7657933x% 287,172.47 3,936,539.93
07/01/2013 375,000.00 0.7490824x 280,905.89 421744582
01/01/2014 375,000.00 0.7327362x 274,776 .06 4.492,221.88
07/01/2014 375,000.00 0.7167466x . 268,779.99 4,761,001.86
01/01/2015 375,000.00 0.7011060x 262,914.76 5,023,916.63
07/01/2015 375,000.00 0.6858067x 257,177.52 5,281,094.15
01/01/2016 375,000.00 0.6708413x 251,565.48 5,532,659.63
07/01/2016 375,000.00 0.6562024x 246,075.91 5,778,735.54
01/01/2017 375,000.00 0.6418830x 240,706.12 6,019,441.66
07/01/2017 375,000.00 0.6278760x 235,453.51 6,254,895.18
01/01/2018 375,000.00 0.6141747x 230,315.53 6,485,210.71
07/01/2018 375,000.00 0.6007724x 225,289.66 6,710,500.37
01/01/2019 375,000.00 0.5876626% 220,373.47 6,930,873.83
07/01/2019 375,000.00 0.5748388x 215,564.55 7,146,438.38
01/01/2020 375,000.00 0.5622949x 210,860.57 7,357,298.96
07/01/2020 375,000.00 0.5500247x 206,259.25 7,563,558.20
01/01/2021 375,000.00 0.5380222x 201,758.33 7,765,316.53
07/01/2021 375,000.00 0.5262817x 197,355.63 7,962,672.16
01/01/2022 375,000.00 0.5147973x 193,049.00 8,155,721.15
07/01/2022 375,000.00 0.5035636x 188,836.35 8,344,557.50
01/01/2023 375,000.00 0.4925750x 184,715.63 8,529,273.13
07/01/2023 375,000.00 0.4818262x 180,684.82 8,709,957.95
01/01/2024 375,000.00 0.4713119x . 176,741.98 8,886,699.93
07/01/2024 375,000.00 0.4610271x 172,885.18 9,059,585.11
01/01/2025 375,000.00 0.4509668x 169,112.54 9,228,697.64
07/01/2025 375,000.00 0.4411259% 165,422.22 9,394,119.86
01/01/2026 375,000.00 0.4314998x 161,812.43 9,555,932.29
07/01/2026 375,000.00 0.4220838x 158,281.42 9,714,213.71
01/01/2027 375,000.00 0.4128732x 154,827 .45 9,869,041.16
07/01/2027 375,000.00 0.4038636x% 151,448.86 10,020,490.02
01/01/2028 375,000.00 0.3950507x 148,143.99 10,168,634.02
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$448,595,000.00

MICLA
Lease Revenue Bonds, 2006A
1/1/2037 Term Bond Maturity with 3% Coupon to Yield 4.430%

Proof of Term 3 YIELD @ 4.4616937%

Part 2 of 2

Date Cashflow PV Factor Present Value Cumulative PV
07/01/2028 375,000.00 0.3864300x 144,911.25 10,313,545.26
01/01/2029 375,000.00 0.3779974x 141,749.04 10,455,294.31
07/01/2029 375,000.00 0.3697489x% 138,655.84 10,593,950.15
01/01/2030 375,000.00 0.3616804x 135,630.14 10,729,580.29
07/01/2030 375,000.00 0.3537879x 132,670.47 10,862,250.76
01/01/2031 375,000.00 0.3460677x 129,775.38 10,992,026.13
07/01/2031 375,000.00 0.3385159x 126,943.46 11,118,969.60
01/01/2032 375,000.00 0.3311289x 124,173.35 11,243,142.94
07/01/2032 375,000.00 0.3239031x 121,463.68 11,364,606.62
01/01/2033 375,000.00 0.3168350x 118,813.14 11,483,419.76
07/01/2033 375,000.00 0.3099212x 116,220.44 11,599,640.20
01/01/2034 375,000.00 0.3031582x 113,684.31 11,713,324.51
07/01/2034 375,000.00 0.2965428x 111,203.53 11,824,528.04
01/01/2035 375,000.00 0.2900717x 108,776.89 11,933,304.93

'07/01/2035 375,000.00 0.2837419x 106,403.20 12,039,708.13
01/01/2036 375,000.00 0.2775501x 104,081.30 12,143,789.43
07/01/2036 375,000.00 0.2714935x 101,810.07 12,245,599.51
01/01/2037 25,375,000.00 0.2655691x 6,738,815.73 18,984,415.24

Total $47,535,416.67 - $18,984,415.24 -

Derivation Of Target Amount

Par Amount of Bonds $25,000,000.00
Bond Insurance Premium (102,531.33)
Reoffering Premium or (Discount) (5,907,250.00)
Other Credit Enhancement Fees (5,803.42)
Original Issue Proceeds $18,984,415.25
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$448,595,000.00

MICLA

Lease Revenue Bonds, 2006A

1/1/2037 Term Bond Maturity with 3% Coupon to Yield 4.430%

PROOF OF 1/01/2032 ADJUSTMENT FOR TERM 3

DEBT PRESENT

DATE SERVICE PVF VALUE
01/01/2032 - 1.0000000x -
07/01/2032 56,250.00 0.9781783x 55,022.53
01/01/2033 56,250.00 0.9568329x 53,821.85
07/01/2033 56,250.00 0.9359532x 52,647.37
01/01/2034 56,250.00 0.9155291x 51,498.51
07/01/2034 56,250.00 0.8955508x 50,374.73
01/01/2035 56,250.00 0.8760084x 49,275.47
07/01/2035 56,250.00 0.8568924x 48,200.20
01/01/2036 56,250.00 0.8381936x 47,148.39
07/01/2036 56,250.00 0.8199028x 46,119.53
01/01/2037 3,806,250.00 0.8020112x 3,052,655.01
Total $4,312,500.00 - $3,506,763.59

DERIVATION OF ADJUSTMENT AMOUNT

Present Value of Bond @ 4.4616937% 3,506,763.59
Par Amount of Bond 3,750,000.00
Cash Flow Adjustment (243,236.41)
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$448,595,000.00

MICLA

Lease Revenue Bonds, 2006A

1/1/2037 Term Bond Maturity with 3% Coupon to Yield 4.430%

PROOF OF 1/01/2033 ADJUSTMENT FOR TERM 3

DEBT PRESENT

DATE SERVICE PVF VALUE
01/01/2032 - - -
01/01/2033 - 1.0000000x -
07/01/2033 56,250.00 0.9781783x 55,022.53
01/01/2034 56,250.00 0.9568329x 53,821.85
07/01/2034 56,250.00 0.9359532x 52,647.37
01/01/2035 56,250.00 0.9155291x 51,498.51
07/01/2035 56,250.00 0.8955508x 50,374.73
01/01/2036 56,250.00 0.8760084x : 49,275.47
07/01/2036 56,250.00 0.8568924x 48,200.20
01/01/2037 3,806,250.00 0.8381936x 3,190,374.33
Total $4,200,000.00 - $3,551,214.99

DERIVATION OF ADJUSTMENT AMOUNT

Present Value of Bond @ 4.4616937% 3,551,214.99
Par Amount of Bond 3,750,000.00
Cash Flow Adjustment (198,785.01)
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$448,595,000.00

MICLA

Lease Revenue Bonds, 2006A

1/1/2037 Term Bond Maturity with 3% Coupon to Yield 4.430%

PROOF OF 1/01/2034 ADJUSTMENT FOR TERM 3

DEBT PRESENT

DATE SERVICE PVF VALUE
01/01/2032 - - -
01/01/2034 - 1.0000000x -
07/01/2034 . 60,000.00 0.9781783x 58,690.70
01/01/2035 60,000.00 0.9568329x 57,409.97
07/01/2035 60,000.00 0.9359532x 56,157.19
01/01/2036 60,000.00 0.9155291x 54,931.75
07/01/2036 60,000.00 0.8955508x 53,733.05
01/01/2037 4,060,000.00 0.8760084x 3,556,593.93
Total $4,360,000.00 - $3,837,516.59

DERIVATION OF ADJUSTMENT AMOUNT

Present Value of Bond @ 4.4616937% 3,837,516.59
Par Amount of Bond 4,000,000.00
Cash Flow Adjustment (162,483.41)
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$448,595,000.00

MICLA

Lease Revenue Bonds, 2006A

1/1/2037 Term Bond Maturity with 3% Coupon to Yield 4.430%

PROOF OF 1/01/2035 ADJUSTMENT FOR TERM 3

DEBT PRESENT

DATE SERVICE PVF VALUE
01/01/2032 - - -
01/01/2035 - 1.0000000x -
07/01/2035 63,750.00 0.9781783x 62,358.87
01/01/2036 63,750.00 0.9568325x 60,998.10
07/01/2036 63,750.00 0.9359532x 59,667.02
01/01/2037 4,313,750.00 0.9155291x 3,949,363.78
Total $4,505,000.00 - $4,132,387.76

DERIVATION OF ADJUSTMENT AMOUNT

Present Value of Bond @ 4.4616937% 4,132,387.76
Par Amount of Bond 4,250,000.00
Cash Flow Adjustment (117,612.24)
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$448,595,000.00

MICLA
Lease Revenue Bonds, 2006A

1/1/2037 Term Bond Maturity with 3% Coupon to Yield 4.430%

PROOF OF 1/01/2036 ADJUSTMENT FOR TERM 3

DEBT PRESENT

DATE SERVICE PVF VALUE
01/01/2032 - - -
01/01/2036 - 1.0000000% -
07/01/2036 67,500.00 0.9781783x 66,027.04
01/01/2037 4,567,500.00 0.9568329x 4,370,334.10
Total $4,635,000.00 - $4,436,361.14

DERIVATION OF ADJUSTMENT AMOUNT

Present Value of Bond @ 4.4616937% 4,436,361.14
Par Amount of Bond 4,500,000.00
Cash Flow Adjustment (63,638.86)
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November 27, 2006

H Outlook

The ‘AA—’ lease and certificate ratings and ‘AA’ general obligation
rating reflect the economic stability provided by the city’s role as the
center of the southern California region, sound financial operations and
position, and a moderate though rising debt burden. The city utilizes
prudent spending controls to realize better than budgeted financial
operations, resulting in sizable year-end reserves. The economy is
performing well, marked by good taxable assessed valuation (AV)
gains, quick recovery from losses in economically sensitive taxes, and
a declining, although high, unemployment rate.

However, Fitch Ratings expresses concern over the city’s reliance on the
prior year’s reserves to balance the next year’s operations, a practice the
city is addressing and reduced in the fiscal 2007 budget. Also, the city’s
finances are likely to be affected by a reduction in the city’s utility users’
tax (UUT) on phone usage as a result of actions by the U.S. Department of
Treasury, as well as litigation against the city. Lastly, Fitch notes the city’s
substantial growth in property value and the rise in nontraditional
mortgage use, presenting a vulnerability to real estate softening. The
Rating Outlook for all obligations is Stable, which balances certain
positive rating factors with the concems stated above.

® Rating Considerations

Los Angeles’ economy is marked by growth and diversity, with building
activity high and employment showing slow gains following a mild
recessionary downturn. The county’s job base experienced a 2.1% decline
from 2001-2003 and rose 0.8% in the following two years. The city’s
unemployment rate declined to 5.9% in 2005 and has shown improvement
to date in 2006. Typical of an urban city, Los Angeles’ unemployment rate
remains well above county, state, and national averages. The city’s real
estate market has been very active, both in new construction and in value
gains. While the strong market has created a benefit to the city through
sizable AV gains, the rapid growth and relatively low home affordability
create vulnerability for a correction. The effect of a residential market
correction could be exacerbated by the rising use of interest only and
subprime mortgages experienced in the area since 2000.

Los Angeles’ financial operations are strong, marked by sizable year-end
reserves, a diverse revenue base, and prudent fiscal controls. The city’s
unaudited results for fiscal 2006 show a small operating deficit, although
the ending fund balance remains above average and strong. In particular,
the city increased its reserves for emergencies and contingencies, while
other special use designations are reduced. This result marks only the
city’s third operating deficit in the past nine fiscal years, with the operating

www . fitchratings.com
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New Issue Details

$436,215,000 Lease Revenue Bonds, Series 2006-A
(Police Headquarters Facility and Public Works
Building), are scheduled to sell on or about Nov. 30
via negotiation by a syndicate led by E. J. De La
Rosa & Co., Inc. and Siebert Brandford Shank &
Co., LLC. The bonds mature in serials and terms
due Jan. 1, 2008-2037. All bonds are subject. to
extraordinary mandatory redemption at par at any
time from insurance or condemnation proceeds.
Other redemption features will be determined closer
to pricing.

Security: The bonds are secured lease rental
payments made by the city to the corporation for
use and occupancy of the two leased facilities.
Security includes a debt service reserve fund
equaling the least of maximum annual debt
service, 125% of average annual debt service, and
10% of certificate par outstanding.

Purpose: Bond proceeds will be used to finance and
refinance construction of a police headquarters
facility and acquisition and renovation of a building
for the public works department.

surpluses well exceeding the losses. Good results over
the past few fiscal years have been the result of strong
tax performance and spending restraints, with
performance during the recession years solely the
product of prudent expenditure controls. The
unaudited fiscal 2006 results show the general fund
ending balance dropping slightly to $785.4 million,
still a high 21.9% of expenditures and transfers out.
The unreserved portion declines to $571.2 million, or
17.9% of spending.

A broad group of taxes make up 69% of general fund
revenue, primarily property, utility, sales, and business.
However, some or all of the city’s UUT on telephone
use appears likely to be lost if action is not taken, based
on federal changes and, separately, litigation brought
against the city. The city currently is reviewing the
effect of these events on ifs tax structure. Actions to
restructure the tax could require voter authorization
under Proposition 218. The city’s fiscal 2007 budget
shows UUT revenue from telephone usage to be about
$270 million, including about $163 million from cellular
use. The latter is the subject of the recent litigation,
while the federal changes affect the full tax collection on
telephone charges.

Fitch notes the city’s recent efforts to address the
structural imbalance created by its reliance on

nonrecurring sources, including prior years’ reserves,
to achieve fiscal balance. While some of the
ponrecurring items are unanticipated resources
prudently set aside in prior years (and this type of
occurrence tends to recur to varying degrees in most
years), these funds nonetheless are one time in
nature. Fitch also notes that the city consistently
produces actual results that are better than the budget
plan, preserving sizable reserve balances, which
partially mitigates this concern.

In addition to the sound management practice of
conservative budgeting, Fitch notes the city’s other
sound financial and debt policies. In April 2005, the
Los Angeles City Council approved, and the mayor
signed, numerous such policies, codifying prudent
practices, such as maintaining a reserve fund with 5%
of revenue as a goal, use of one-time resources for
one-time expenditures, and a requirement that any
new programs have a full funding source. Many of
the city’s policies are stated clearly in its budget and
other key documents.

A 2005 Los Angeles Superior Court ruling in AT&T
Wireless et al. v. City of Los Angeles orders the city
to revert to a prior method for taxing cellular phone
use for two large cellular service providers. The city
is appealing the ruling, and a stay of the current
ruling is pending. The city’s fiscal 2007 budget
expects $163 million in UUT revenue from cell
phone use, all of which could be lost if the initial
ruling is sustained.

Separately, the U.S. Treasury Department has
conceded in litigation regarding application of the
federal excise tax (FET) on long distance phone use
based solely on time. Also, the Secretary of the
Treasury has stated his intent to ask Congress to
eliminate the FET on local use. Since Los Angeles’
UUT exempts all items not covered by the FET, the
Treasury’s action with regard to long distance service
would implicate a significant reduction for Los
Angeles, unless the city changes its tax structure.
However, a restructuring of the tax could require
voter approval under Proposition 218. The city
continues to evaluate the effect of the federal changes
and the pending litigation, and will develop a
response once the matter is better understood.

Fitch expects that the city’s prudent fiscal policies,
now adopted into law, as well as the size and
diversity of the city’s revenue base and strong
year-end reserves, will prevent financial deterioration
if one or more of these events result in revenue loss.

Municipal Improvement Corporation of the City of Los Angeles, California
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Los Angeles’ debt burden is moderate, but it has
increased significantly in recent years as a result of both
its own issuance and that of the Los Angeles Unified
School District. Despite continued sales by both entities,
however, Fitch expects the city’s debt ratios to remain
affordable, owing somewhat to the rapid amortization
of general obligation bonds.

H Lease Structure and Financing

Bond proceeds will be used to finance and refinance
two projects, the city’s police headquarters facility
and the public works building. Both projects are
leased under a lease and trust indenture, and both
projects are highly essential.

The police headquarters is a new 500,000-square-foot
building that will house up to 2,400 employees by
2011, based on current projections. The building will
include office space, a helipad, an auditorium, and
underground parking, as well as one acre of
landscaped open space. Construction is under way,
and completion is expected in June 2009. Interest is
capitalized nine months beyond this date, and three
months beyond the date the city expects all workers
to be housed in the building.

The total project is expected to cost $317.6 million,
including a sizable $24.7 million contingency. To
date, the city financed $48.6 million for land
acquisition, design, and excavation from a reserve
fund advance and commercial paper issued by the
Municipal Improvement Corporation of the City of

Copyright © 2006 by Fitch, Inc., Fitch Ratings Ltd. and its subsidiaries. One State Street Plaza, NY, NY 10004.

Telephione: 1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or t

Los Angeles (MICLA). These amounts will be fully
repaid with bond proceeds.

The public works building is an existing structure
that the city purchased and significantly renovated
using the MICLA commercial paper program. Bond
proceeds will be used to redeem $95 million in
outstanding commercial paper. The city expects to
finish its substantial improvements by December
2006, with occupancy commencing in early 2007.
The building will house 1,200 employees.

The lease structure is strong and typical of other
MICLA and city leases. The lease includes the city’s
covenant to budget and appropriate for the lease
payment, which is subject to abatement. Insurance
coverage equals the lesser of the buildings’ replacement
value and bonds outstanding, although in the event of
destruction, the city can only redeem bonds if the
remaining lease rental payment is sufficient to retire the
bonds that will be outstanding. The city is required to
provide rental interruption insurance equal to 24 months
lease rental payments. While this falls under the
30-month full project schedule, Fitch find it acceptable,
given that the true building time is estimated at
18 months, with the remainder being design, site
preparation, and foundation work.

For more information, see Fitch Research on the
“City of Los Angeles, California,” dated
Aug. 3, 2006, available on Fitch’s web site at
www,fitchratings.com.
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MOODY'S ASSIGNS A1 RATING TO LOS ANGELES' MICLA 2006-A SERIES OF LEASE REVENUE BONDS;
CITY'S OUTSTANDING LONG-TERM RATINGS AFFIRMED

Approximately $1.3 Billion of Real Property Lease Debt Affected, Including the Current Offering

Los Angeles (City of) CA
Municipality
CA

Moody's Rating

ISSUE RATING
Lease Revenue Bonds, Series 2006-A (Police Headquarters Facility and Public Works Building) A1
Sale Amount $436,000,000
Expected Sale Date 11/29/06
Rating Description Lease Revenue Bonds
Opinion

NEW YORK, Nov 28, 2006 -- Moody's has assigned an A1 rating to the Municipal Improvement Corporation
of Los Angeles' Lease Revenue Bonds, Series 2006-A (Police Headquarters Facility and Public Works
Building). The rating assignment represents an affirmation of our existing long-term ratings on the City's
general obligation (Aa2) and general fund related debt, including its other A1-rated real property leases. Our
outlook for these ratings is stable. The underlying security for the current offering is a lease between the City
of Los Angeles and its Municipal Improvement Corporation. The leased assets are a substantially complete
public works building and a to-be-constructed, new police headquarters. Bond proceeds will be used to
reimburse the city's general fund and commercial paper program for funds already spent on these projects
and to fund the construction of the police headquarters facility. The lease underlying the current offering is a
typical, abatable general fund lease secured by the city's pledge to budget and appropriate lease payments
so long as it has use and occupancy of the leased assets. The assigned rating primarily reflects the strength
of this general fund pledge, the specific terms of the lease, and the city's general credit strengths. These
general strengths include the city's exceptionally large, highly diverse, and still rapidly growing property tax
base; the city's moderate debt burden even with the sizable current offering; and a highly diverse, generally
healthy regional economy that has consistently boosted city revenues. The rating also incorporates the city's
recently strong, stable financial trend and sound management.

EXCEPTIONALLY LARGE, DIVERSE PROPERTY TAX BASE

The city's economy and property tax base are healthy and growing. While the rate of real estate transactions
has markedly declined, unemployment remains low and business license tax revenue growth suggests a
fundamentally sound economy. Like most areas, while the real estate market has slowed, prices remain fairly
firm. The city's total 2006 assessed valuation ($328 billion) is more than twice that of each of the next three
largest cities in the state (San Diego, San Francisco, and San Jose) and nationally is second only to New
York City. Like most large issuers, taxpayer concentration is not a risk, and Los Angeles' industry diversity is
arguably the highest in the country.

Assessed valuation growth in the last few years has been quite strong for an essentially built out city,
averaging 7.4% from 2000-2005. It increased another 9.9% in fiscal 2006 and about 10% growth is
reasonably projected in the city's budget for fiscal 2007. With recent apparent peak of the real estate cycle in
California, however, continued growth at this rate is highly unlikely.

The recent run-up in residential real estate prices poses some risk to the city's fiscal health should it reverse
or markedly decelerate. As might be expected, the vast majority of the recent A.V. growth has been from
property turnover at increased prices rather than new construction, though even new construction has been
on the upswing in the city. But the impact of a slowing real estate market on the city's assessed valuation
should be relatively moderate, particularly compared to the last real estate cycle, and would likely be tagged
by a few years. Aggregate assessed valuations rise and fall much more slowly than market values due to the
constraints of Proposition 13, and the regional economy remains strong. The more significant fiscal impact on
the city would likely be from a decline in non-property-tax related revenues. Notwithstanding the regional
economy's strength, particularly in tourism, international trade, and financial services, the city's economically



sensitive revenues appear to have grow\n rmuch more rapidly than regional job creation and b’ersbnal income,
suggesting that consumer spending may have been unsustainably stimulated by the real estate "wealth
effect”.

DIRECT DEBT BURDEN REMAINS STEADY AND MODERATE; OVERALL DEBT BURDEN ABOVE
AVERAGE BUT QUITE MANAGEABLE; STANDARD LOS ANGELES REAL PROPERTY LEASE

With strong tax base growth and significantly less new issuance by overlapping entities, the city's overall debt
burden has fallen substantially in the last few years. With the current offering, the fiscal 2007 overall debt
burden is likely to be around 3.2%, compared to 3.8% a few years ago. This is moderately above state and
national averages but not unusual for the largest cities nationally. The city's direct debt burden has been
stable and is even somewnhat below national large-city averages, due most likely to Los Angeles's
comparatively more limited role (e.g., schools are separately funded). The city's direct debt burden will likely
remain moderate even with the current offering, since the city's outstanding debt is fairly rapidly retired
(49.7% in the next ten years). The city also maintains internally imposed debt limits, which should keep its
debt burden in check even with the likely slowing of assessed valuation growth.

Except for its large size, the current offering is a standard City of Los Angeles real property lease, primarily
secured by the city's pledge to make lease payments so long as it has use and occupancy of the leased
assets. Full use and occupancy of the leased assets is anticipated in June 2009. The leased assets include
both the police headquarters facility, on which construction has just begun, and the substantially complete
public works building. The public works building is 90% occupied by the city, and final completion is expected
in January 2007. The new police headquarters building is expected to be completed in June, 2009. Interest
payments for this portion of the transaction have been capitalized through March 30, 2010, providing a
reasonable 9-month cushion for unexpected construction delays.

Key legal terms in the lease and trust indenture are standard, most notably including, title insurance, 24
months of rental interruption insurance, and the establishment of a debt service reserve determined by the
standard, three-prong "lesser-of..." test. Our A1 rating on the current transaction does not anticipate the
maintenance of insurance coverage for seismic risk, which is typical of most rated leases in California. In
keeping with traditional practice, lease payments are due to the trustee fifteen days in advance of debt
service on the certificates.

With the current issue, the city's peak lease payment as a percent of general fund revenues jumps (from
about 3.1% to 3.9%) but remains quite manageable and below the levels of just a few years ago. The growth
in the city's revenue base has far exceeded its growth in lease payment obligations.

The city (excluding its enterprise funds) has two floating-to-fixed interest rate swaps outstanding related to its
convention center lease revenue bonds. The swaps have a combined notional amount of $235.5 million and
while they introduce various additional financial risks, Moody's believes they have been appropriately
managed and are relatively minor in the context of the city's overall financial resources.

STRONG CURRENT FISCAL POSITION BUT NOT WITHOUT LIKELY FUTURE CHALLENGES

As of fiscal 2005, Los Angeles's general fund finances were in their strongest position in years. Unaudited
figures for fiscal 2006 indicate that the city had a general fund operating deficit, but it was quite modest (less
than 1% of revenues) and the city's general fund financial position remains quite healthy. With the recently
favorable trend in the economy and real estate market, the city's revenue growth has been more than enough
to absorb fairly rapid expenditure increases. As of fiscal 2005, fund balances, budget reserves, and cash
balances were all at ten-year highs, and the city's five-year general fund forecast suggested that the
structural deficit was fairly modest. The city's fiscal 2007 budget and unaudited fiscal 2006 operating results
continue to support this expectation. Moody's believes that the projected expenditure growth over the five-
year period is likely optimistic given the recent trend, but the revenue growth projection is also arguably
conservative. Moody's does note that the recent increase in expenditures--13.9% in fiscal 2007 alone--is in
significant measure the result of increased pension contributions, which are projected to be dramatically
more modest in coming years. The fiscal 2007 budget was balanced with an above average transfer from the
city's reserve fund, but the estimated $139 million budget gap this left for closure in fiscal 2008 is only 3.2%
of projected revenues and considerably less than prior years' projected budget gaps.

The city's major fiscal challenge will likely be the pressure to increase city services even while revenue
growth slows. The mayor has proposed increasing police staffing by 1,000 over the next five years, for which
only partial, compensating expenditure reductions have been identified. Los Angeles is quite well positioned
compared to many cities in terms of its pension and retiree health care funding, but increasing health care
costs will likely continue to be a challenge. Quite possibly the most significant challenge will be the loss of a
substantial portion of the city's utility users' tax revenues related to wireless telephone service. This $160
million revenue source is currently being challenged as a non-voter approved general tax increase, in
violation of the requirements of Proposition 218. The recent federal repeal of its telephone excise tax also
casts some legal uncertainty on both the wireless and land-line related utility users' tax, which combined
account for $270 million, or 6.3% of projected fiscal 2008 general fund revenues. If the plaintiffs were to
prevail on the legal issues, the city could receive voter-authorization to levy these taxes, but such voter
approval would be by no means certain and at a minimum there would likely be a period during which the city



could not legally collect this revenue.
Outlook

Despite the challenges noted above, our outlook for the city's general fund related debt ratings remains
stable, primarily reflecting the city's currently very strong financial position and capable management. The
likely cyclical nature of some of the recent fiscal and economic improvement, the constraints on California
cities' revenue raising ability, and well-developed voter initiative process in the state, also limit the upside for
the rating, despite the city's strong ten-year financial trend.

KEY STATISTICS

Fiscal 2005:

Net cash as % of revenue: 28.3%

Total fund balance as % of revenue: 20.6%

Available fund balance as % of revenue: 14.7%

Net direct debt as % of AV: 1.0%

Overall net debt as % of AV: 3.3%

2000 Census:

Median Family Income: $39,942 (75.3% of the state average)
Per Capita Income: $20,671 (91.0% of the state average)
Persons below poverty: 18.3%
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PuBLIC FINANCE

Los Angeles, California

Credit Profile

US$500. mil Ise rev bnds (Los Angefes) (Police Headquarters Fac And Pub Wrks Bldg) ser 2006-A due 01/01/2037
Sale date: 29-NOV-2006 AA-

AFFIRMED

Los Angeles Mun Imp Corp, California

$9.675 mil. Los Angeles Mun Imp Corp (Los Angeles) AA-
$38.945 mil. Los Angeles Mun Imp Corp (Los Angeles) (Prog AY) (MBIA} AAA/AA-(SPUR)
$34.365 mil. Los Angeles Mun tmp Corp (Los Angeles) Leasehold rfdg rev bnds (City of Los Angeles Cent Lib Proj) ser 2003A dtd
04/02/2003 due 06/01/2003-2015 AAA/AA-(SPUR)
$15.600 mil. Los Angeles Mun Imp Corp (Los Angeles) addl certs of part (Prog Ar Real Prop Improvements) (AMBAC)
AAA/AA-(SPUR)
$39.275 mil. Los Angeles Mun Imp Corp (Los Angeles) addl certs of part (Real Prop Imp Prog T) ser 2002 dtd 10/31/2002 due
02/01/2004-2019 2027 AAA/AA-(SPUR)
$20.170 mil. Los Angeles Mun Imp Corp (Los Angeles) cert of part (Equip & Real Prop Acquis Prog AC) dtd 10/01/1997 due
10/01/1998-2014 AAA/AA-(SPUR)
$51.655 mil. Los Angeles Mun Imp Corp (Los Angeles) certs of part (Equip & Real Prop Acquis Prog Au) dtd 10/31/2002 due
10/01/2003-2017 2022 2027 AAA/AA-(SPUR)
$52.505 mil. Los Angeles Mun Imp Corp {Los Angeles) certs of part bnds (Prog AX Equip Acquis) (MBIA)
AAA/AA-(SPUR)

Los Angeles, California
Los Angeles Mun Imp Corp, California

$20.570 mil. Los Angeles Mun lmp Corp (Los Angeles) cests of part (Equip Acquisition & Real Prop Imp Prog Ae) ser 98 dtd

12/01/1998 due 12/01/1999-2014 AAA/AA-(SPUR)

$27.090 mil. Los Angeles Mun Imp Corp (Los Angeles) certs of part (Equip Prog Am) dtd 08/01/2000 due 08/01/2001-2010
AAA/AA-(SPUR)

OUTLOOK: STABLE

Rationale

Standard & Poor’s Ratings Services assigned its ‘AA-¢ rating to the Los Angeles Municipal
Improvement Corp. (MICLA), Calif.’s $500 million, series 2006-A lease revenue bonds (Police



Los Angeles, California

Headquarters Facility and Public Works Building), issued for the City of Los Angeles. At the same time,
Standard & Poor’s affirmed its ‘AA-* rating and underlying rating (SPUR) on MICLA’s outstanding
appropriation-backed certificates of participation (COPs) and lease revenue bonds.

The rating reflects: '
= The general creditworthiness of Los Angeles, and
= Strong legal provisions of leases entered into by the city, including a covenant to budget and appropriate

lease payments.

The COPs and lease revenue bonds are secured by a covenant of Los Angeles to budget and
appropriate annual lease payments for the use of the leased assets. Lease payments are subject to abatement to
the extent leased assets are damaged or destroyed, and the certificates are not secured by a dedicated tax levy.

The current transaction will provide financing to complete the purchase of and improvements to the
city’s Department of Public Works facility, construct a new downtown police headquarters building, capitalize
interest for the yet-to-be constructed police headquarters building, and reimburse CP previously issued for both
projects.

As the subject of the first of three police central administration projects (the other two projects will be
funded with future bond financing), the police headquarters project entails the construction of a 500,000-square-
foot facility on a 3.83-acre Iot located in downtown Los Angeles, adjacent to City Hall. In addition to the
facility, which will include an auditorium, helipad, cafe, and 365 parking spaces for police use, the project will
provide one acre for a landscaped, open-space terrace. Thus far, $18 million in pre-construction costs were
financed through the city’s CP program and the use of funds from the city’s reserve fund. The estimated value
of the property purchased by the CP notes is $45.9 million. In September 2006, Tutor Saliba was awarded the
construction contract. This contractor has a favorable track record with city construction projects, including
certain large and relatively complex projects such as the Hyperion Treatment Plant and the city’s two 911 Los
Angeles Police Department call centers. The construction period, which is scheduled to last for three years, will
be overseen by the city’s bureau of engineering, which is highly experienced in serving as project manager for
this project. In this capacity, the city serves as project manager on more than 100 capital projects per year.
Though construction is expected to be complete by June 2009, the current financing includes capitalized interest
through March 2010. Upon construction of the facility, the city estimates that the value of the leased premises
will exceed that of the lease payments. The construction budget includes a contingency of 10% for potential
cost increases.

Bond proceeds will also provide funding to reimburse $98 million in MICLA CP that was previously
issued for the purchase of and improvements to the city’s department of public works facility, a 10-story office
building with 425,814 net rentable square feet. Construction on improvements to this facility began in late 2004
and is approximately 95% complete. Since this facility is presently usable and final construction is expected in
early 2007, the city is not capitalizing interest for this project.

The ‘AA’ rating on Los Angeles, Calif.’s GO bonds reflects:
= A very deep and diverse economy, with somewhat below-average income levels;
= A broad and strengthening tax base, which increased by 9.7% to reach $360 billion for fiscal 2007;
= Moderate debt levels at $2,615 per capita, or 3.6% of market value;

» Adequate financial performance and strong financial management, with a budgeted general fund reserve of

balance of $185 million, or 4.7% of budgeted revenues; and

Recent formalization of very prudent and comprehensive financial management policies that require the city

to use recurring revenues to support ongoing expenditures.

Standard & Poor’s | ANALYSIS 2



Los Angeles, California

Somewhat offsetting these strengths is the city’s structural gap between revenues and expenditures. In
this area, the city is making good progress; the issue is among the top priorities of the political leadership of the
city.

Los Angeles’ economic base continues to demonstrate stable, albeit gradual, growth, with particular
resilience in the real estate market despite early indications of flattening. While not particularly rapid (job
growth of 0.8% for calendar 2005), the city’s economic expansion is steady, with employment increases across
numerous sectors over the past year. Moreover, employment increases have accelerated in 2006, with job
growth reaching 1.3% in May. Federal defense spending is bolstering the industrial and research and
development sectors and is not expected to abate in the near term. Boeing recently received a $995 million
contract from the U.S. Navy to support the F/A-18/F Integrated Readiness Support Teaming (FIRST) program.
Nonetheless, the acrospace (and therefore, manufacturing) sector continues to have excess commercial capacity,
making it likely that employment growth will lag, despité increased federal spending in this area. The film and
entertainment industries provide significant economic support and are benefiting from a falling dollar, which
makes local film production relatively affordable compared to overseas production. In addition, Los Angeles is
one of the few metropolitan areas that is seeing falling office vacancy rates, a trend that is likely to fuel
additions to supply and therefore strengthen the construction sector.

For fiscal 2006, as of its final financial status report, the city estimated ending the year with $212
million in revenues above what was projected in the adopted budget. The current projections show that the
city’s total fiscal 2007 beginning budget reserve will be $185.8 million, or approximately 4.3% of general fund
expenditures on a budgetary basis. Approximately 75% of the increased revenue growth above budget is a
function of economic conditions in the city. In particular, revenues in property-related taxes, as well as sales,
business, hotel and parking, and utility users taxes are all above what was initially budgeted for 2006.

Standard & Poor’s has assigned the city’s swap portfolio a Debt Derivative Drofile (DDP) overall
score of 2’ on a four-point scale, where ‘1 represents the lowest risk. The overall score of ‘2’ reflects our view
that the city’s general fund-related swap portfolio reflects a neutral credit risk at this time.

Los Angeles’ management practices are considered strong under Standard & Poor’s Financial
Management Assessment (FMA). An FMA of ‘strong’ indicates that practices are strong, well embedded, and
likely sustainable.

Debt levels are moderate at $2,415 per capita, or 3.6% of market value.

Outlook

The stable outlook reflects the city’s deep and diverse economic base and our expectation of stable financial
performance, given the city’s proactive efforts to establish predictable reserve and debt policies. Successful
elimination of the city’s structural deficit and a record of compliance with its own financial policies, which we
view as prudent, could contribute to upward rating potential. If, on the other hand, the city’s current structural
budget position is further strained by significant reductions in revenue—whether a result of changes in the city’s

economic or legal context—the rating could be subject to pressure.

Deep, Diverse Economy

The city’s gradually growing population of 3.96 million people shows deep employment diversity, with no
sector being dominant. The real estate market remains resilient, with total assessed value (AV) growth 0f9.65%
to $360 billion for fiscal 2007, This increase continues to reflect the renewed construction and building permit

activity and the fact that most recession-driven tax appeals have been resolved. This translates to a robust

www.standardandpoors.com 3



Los Angeles, California

$94,428 on a per capita basis. In addition, the city’s office vacancy rates are in decline, reaching 11.5% in the
first quarter of 2006.These trends are concurrent with a renewed residential and commercial interest in
downtown Los Angeles. Since 2000, there have been more than 26,000 new housing units constrﬁcted in
downtown Los Angeles. A new 1,000-room hotel complex is underway to support the business potential related
to the Staples Convention Center. Leading employers include Kaiser Permanente (30,511 employees), Boeing
(16,862), Von’s Grocers (12,224), and Bank of America (10,801). City unemployment levels have improved
considerably, with a sharp drop in 2005 to 5.6% from 7.4% in 2004. Data show that income levels are getting
closer to the national average, but remain below average, with median household effective buying income and

per capita income at 88% of the nation.

Fund Balances Strong; Challenges To Structural Balance Remain

Leading general fund revenues in fiscal 2005 (audited) included property taxes (28%), utility users taxes
(15.7%), business taxes (10.7%), sales taxes (8.2%), and charges for services (10.8%). Audited unreserved
general fund balances for the fiscal year ended June 30, 2005, were $579 million, or a strong 16.5% of
expenditures, up from 13.6% at the end of 2004. Audited fiscal 2006 results are not yet available, but are
expected to be similar.

Although the budgetary operating margin remains thin, the city is making considerable progress
toward eliminating its structural budget gap between recurring revenues and expenditures. The structural gap
for fiscal 2007 stands at $231 million, an amount that is eliminated in the budget by a transfer from the fiscal
2006 ending position. Moreover, the mayor and council have committed to eliminating the structural deficit
over the next five years. Restructuring of city services, management techniques, and a goal of $15 million-$20
million minimum in annual reductions to the deficit are components of the plan. The city’s economically
sensitive revenues are approximately on track according to the adopted budget, once adjusted for the state’s
realignment, and cause relatively more city revenue to be derived from local property tax than from vehicle
license fees or sales taxes. For fiscal 2006, the city ended with a reserve fund balance of $411 million (on a
budgetary basis), equivalent to 9.5% of the general fund budget (before transferring $232 million to the fiscal
2007 budget).

There is the potential for city finances to be strained as a result of a legal challenge to its method of
levying its utility users’ tax on telephone services. The suit against the city alleges that the city’s change in 2003
of its methodology of levying the tax was subject to Proposition 218, requiring voter approval. In addition,
elimination of federal excise taxes could undermine another portion of the city’s utility users’ tax, which has
relied on the federal tax as its basis. Of the total $613 million, or 14% of general fund revenues, that was
derived from the utility users’ tax, the city estimates that $270 million, or 6.2% of general fund revenues, could
be at risk.

For fiscal 2007, in its budget, the city is moving to increase its number of police officers and is
funding the initiative with an increase to the city’s politically sensitive and, heretofore, highly subsidized solid
waste collection fee. The current $11 per month per resident fee only covers 35% of the cost of the service.
After a four-year phase-in, the fee generated will cover 65% of the cost of providing the service. In addition, the
city is making substantive progress toward meeting its 5% budget reserve policy. For fiscal 2006, the budget

reserve was 4.5% of revenues while for fiscal 2007 the budget accommodates a reserve of 4.7% of revenues.

In October 2003, the city council formally adopted two new financial policies—one that requires one-

time revenues be spent on nonrecurring expenditures, the other that a supporting revenue stream must be
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proposed for any new program or position proposed in the budget. As mentioned, these policies were expanded
in April 2005 and include the requirement that all city council agenda items be subject to and in compliance

with the city’s financial policies.

Debt Is Conservatively Structured
The city has $526 million in authorized but unissued GO bonding capacity. Under the city’s debt policy, debt

service costs cannot exceed 15% of general fund revenues and, within that limit, non-voted debt service must be
less than 6%. The city expects to maintain its target of having at least 50% of all direct debt repaid within 10
years as required under its debt policy. Currently, the city’s debt service schedule calls for 65% of its
outstanding GO debt (principal portion) to be retired in 10 years and 100% to be retired in 20 years. Currently,
the city’s forward-looking debt issuance calendar anticipates additional general fund supported debt in the range
of $160 million-$200 million. On a combined basis, the city’s pension funds for its safety and general
employees’ is adequately funded, with plan assets equivalent to nearly 87% of actuarial liabilities. Although the
city has a liability related to other post-employment (health care insurance) benefits in the form of'a subsidized
rate premium for retired employees, the city presciently capped health care benefits and funding the rate-
subsidy in the late 1980s. As of 2005, the city’s actuarial accrued liability is estimated at $1.7 billion, of which
52% is funded.

Debt Derivative Profile

The city’s swap portfolio has been assigned a DDP overall score of 2’ on a four-point scale where ‘1’
represents the lowest risk. The overall score of 2’ reflects Standard & Poor’s view that the city’s general fund-
related swap portfolio reflects a neutral credit risk at this time due to the following factors:

= Highly rated swap counterpartics;

» A low degree of involuntary termination risk under the city’s swaps due to a moderate ratings trigger spread;
= Average economic viability of the swap portfolio over stressful economic cycles; and

» Very good management practices, including formalized debt and swap management plans and policies.

The city has two floating-to-fixed rate swaps outstanding, which were entered in 2003 to hedge
against interest rate risk associated with the city’s first and only variable-rate issue, $235 million in COPs. One
swap was with Societe Generale (‘AA-/Stable’) for a $117.76 million notional amount. The effective date of the
swap outstanding was June 1, 2004, and terminates on Aug. 1, 2021. The amortization or decline of swap
notional amount begins on Aug. 1, 2016. Under the swap agreement, the city is paying a fixed 2.91% and
receiving 65% of LIBOR, which could have a moderate degree of basis risk over stressful economic cycles.
The city’s other swap is with CDC Financial Products Inc. (‘AAA/Stable”) for a $117.76 million notional
amount. The effective date of the swap was June 1, 2004, and terminates Aug. 1, 2021. The amortization or
decline of the swap notional amount begins on Aug. 1, 2016. Under the swap agreement, the city is paying a
fixed 2.90% and receiving 65% of LIBOR, which could have a moderate degree of basis risk over stressful

economic cycles.
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ISSUER

City of Los Angeles

Office of the City Administrative Officer

200 North Main Street

City Hall East, 15% Floor

Los Angeles, CA 90012

Natalie R. Brill, Chief of Debt Management
natalie.brill@lacity.org

Mario Vasquez

mario.vasquez@lacity.org

Wai Yee Lau
waiy.lau@lacity.org

Jody Yoxsimer

jody.yoxsimer@lacity.org

Sarai Bhaga

sarai.bhaga@lacity.org

Paras Doshi

paras.doshi@lacity.org

Patricia Huber

patty huber@lacity.org

Daniel Tarica

daniel.tarica@lacity.org

Office of the Treasurer
200 N. Spring Street, Suite 201
Los Angeles, CA 90012

Joya DeFoor, City Treasurer
joya.defoor@lacity.org

Jeremy Wolfson, Senior Investment Officer
jeremy.wolfson@lacity.org

phone: 213-473-7528
phone: 213-978-1795
phone: 213-473-7577
phone: 213-978-0604
phone: 213-473-7529
phone: 213-978-0605

phone: 213-473-7531

phone: 213-978-1718

MONTAGUEﬁDEROSE

D ASS5O0OCIATES, LLC

phone: 213-473-7526

phone: 213-978-1723

fax: 213-473-7540

fax: 213-473-7511

fax: 213-473-7517

fax: 213-473-7515

fax: 213-473-7517

fax: 213-473-7511

fax: 213-473-7517

fax: 213-473-7511

fax: 213-978-1719

fax: 213-978-1729
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Crista Binder, Director of Cash Management
crista.binder@lacity.org

Hank Stern, Chief Investment Officer
henry.stern@lacity.org

Victoria Santiago, Dept. Chief Accountant [V
victoria.santiago@lacity.org

Office of the City Controller
200 North Main Street, Room 370
Los Angeles, CA 90012

Lyndon Salvador
lyndon.salvador@lacity.org

Sally Rocio
sally.rocio@lacity.org

Bill Lamb
bill. lamb@lacity.org

Risk Management Division
200 North Main Street ‘
City Hall East, 12th Floor

Los Angeles, CA 90012

Paul Ruelas
paul.ruelas@lacity.org

Victor Parker
victor.parker@lacity.org

MON

phone: 213-978-1739
phone: 213-978-1720

phone: 213-978-2755

phone: 213-978-7324
phone: 213-978-7331

phone: 213-978-7203

phone: 213-978-7661

phone: 213-978-7655
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fax: 213-978-1729
fax: 213-978-1719

fax: 213-978-1719

fax: 213-978-7213
fax: 213-978-7213

fax: 213-978-7213

fax: 213-847-2203

fax: 213-847-2203
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Bureau of Sanitation
1149 S. Broadway, 9% Floor
Los Angeles, CA 90012

Lisa Mowery
lisa.mowery@lacity.org

ISSUER’S COUNSEL

phone: 213-485-2379  fax: 213-485-4269

Office of the City Attorney
200 North Main Street

City Hall East, 9t Floor

Los Angeles, CA 90012

Colin Chiu, Esq.
colin.chiu@lacity.org

Marilyn Garcia, Esq.

marilyn.garcia@lacity.org
mlgbonds@aol.com

CO-FINANCIAL ADVISORS

phone: 213-978-7770  fax: 213-978-7711

phone: 213-978-7782  fax: 213-978-7711

Kelling, Northcross & Nobriga
1333 Broadway, Suite 1000
Oakland, CA 94612

David Brodsly, Vice President
dbrodsly@knninc.com

Marian Breitbart, Vice President
mbreitbart@knninc.com

Nedko Nedev, Analyst
nnedev@knninc.com

Dan Cox
dcox@knninc.com

phone: 510-208-8205  fax: 510-208-8282

phone: 510-208-8200  fax: 510-208-8282

phone: 510-208-8288  fax: 510-208-8282

phone: 510-208-8218  fax: 510-208-8282
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Montague DeRose and Associates, LLC
3093 Citrus Circle Suite 165
Walnut Creek, CA 94598

Darlene Cimino-DeRose, Principal
derose@montaguederose.com

Chia Yang, Vice President

yang@montaguederose.com

5743 Corsa Avenue, Suite 205
Westlake Village, CA 91362

Jim Bemis, Principal
bemis@montaguederose.com

BOND COUNSEL & TAX COUNSEL

phone: 925-256-9797  fax: 925-256-9795

phone: 925-256-9797  fax: 925-256-9795

phone: 818-707-1020  fax: 818-707-8149

Nixon Peabody, LLP

Gas Company Tower

555 West Fifth Street, 46th Floor
Los Angeles, CA 90013

Travis Gibbs
tgibbs@nixonpeabody.com

Rick Jones
rjones@nixonpeabody.com

Charles C. Wolf
cwolf@nixonpeabody.com

Rudy S. Salo
rsalo@nixonpeabody.com

phone: 213-533-1071  fax: 213-533-1069

phone: 213-533-1070  fax: 213-533-1069

phone: 213-533-1072  fax: 213-533-1069

phone: 213-533-1073  fax: 866-817-1940
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Di1SsCLOSURE COUNSEL

Lewis Brisbois Bisgaard & Smith LLP
221 North Figueroa Street, Suite 1200
Los Angeles, CA 90012

Julia Sylva, Partner
sylva@lbbslaw.com

Alexis Crump, Partner
crump@lbbslaw.com

Sharon Edwards-Hodgson, Senior Paralegal
sedwards@lbbslaw.com

Timothy ]. Sabo, Partner
sabo@Ibbslaw.com

TRUSTEE/ESCROW AGENT

phone: 213-680-5110  fax: 213-250-7900
phone: 213-250-1800  fax: 213-250-7900
phone: 213-580-3742  fax: 213-250-7900

phone: 213-250-1800  fax: 213-250-7900

U.S. Bank

Corporate Trust Services

633 W. Fifth Street, 24t Floor
Los Angeles, CA 90071

Bill Jennings
william.jennings@usbank.com

Bertha Mares
bertha.mares@usbank.com

TRUSTEE COUNSEL

phone: 213-615-6054  fax:

phone: 213-615-6054  fax:

Dorsey & Whitney LLP
38 Technology Drive
Irvine, CA 92618

Dennis Wong, Partner
wong.dennis@dorseylaw.com

phone: 949-932-3659  fax: 949-932-3601
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SENIOR MANAGER

De La Rosa & Co.
10866 Wilshire Boulevard, Penthouse Suite 1650
Los Angeles, CA 90024

Edward De La Rosa, President
edelarosa@ejdelarosa.com

Benjamin Stern, Underwriter
(Do not send documents or cash flows)

bstern@ejdelarosa.com

Raul Amezcua, Principal
ramezcua@ejdelarosa.com

Scott Henry, Vice President
shenry@ejdelarosa.com

Seth Taft, Financial Analyst
staft@ejdelarosa.com

CO-SENIOR MANAGER

phone: 310-207-1975

phone: 310-207-1975

phone: 310-207-1975
phone: 310-207-1975

phone: 310-207-1975

fax: 310-207-1995

fax: 310-207-1995

fax: 310-207-1995

fax: 310-207-1995

fax: 310-207-1995

Siebert Brandford Shank & Co., LLC
100 Wall Street, 22nd Floor
New York, NY 01005

John Zurlo, Managing Director, Sales & Trading

phone: 646-775-4862

(To just receive schedule updates, no financing documents)

jzurlo@sbsco.com

Lake Merritt Plaza
1999 Harrison Street, Suite 2720
Qakland, CA 94612

Peter Wong, Senior Vice President
pwong@sbsco.com

MONTA

phone: 510-645-2245
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