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Existing alUi Future Pa,rity Obligations. The 2010 Bonds are issued in a parity with the Agency's $5,690,000 Tax Allocation
Bonds, Series 1999A and $10,141,000 Tax Allocation Bonds, Series 1999B (together, the "1999 Bonds"). See "SECURITY FOR THE 2010
BONDS - Existing Parity Obligations." In addition, the Agency may incur future debt that has a claim on Tax Revenues that is on parity
with the claim of the 2010 Bonds. "See "SECURITY FOR THE 2010 BONDS - Additional Debt".

Due: September 1, as shown below

City Heights Redevelopment Project
Tax Allocation Bonds

2010 Series B (Taxable)

STATEMENT DATED , 2010

$,--,---;;::-;----;---
City Heights Redevelopment Project

Tax Allocation Bonds
2010 Series A (Tax Exempt)
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Redemption. The 2010 Bonds are subject to optional redemption and mandatory sinking fund redemption prior to maturity. See
"THE 2010 BONDS - Redemption."

NEITHER THE 2010 BONDS NOR THE AGENCY'S OBLIGATIONS UNDER THE INDENTURE ARE A DEBT OF THE
CITY, THE STATE OF CALIFORNIA OR ANY POLITICAL SUBDIVISION THEREOF (OTHER THAN THE AGENCY) AND
NEITHER THE CITY, THE STATE NOR ANY POLITICAL SUBDIVISION THEREOF (OTHER THAN THE AGENCY) IS LIABLE
FOR THE 2010 BONDS, THE 2010 BONDS DO NOT CONSTITUTE AN INDEBTEDNESS WITHIN THE MEANING OF ANY
CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR RESTRICTION, NEITHER THE MEMBERS OF THE CITY, THE
AUTHORITY, THE AGENCY NOR ANY PERSONS EXECUTING THE 2010 BONDS ARE LIABLE PERSONALLY ON THE 2010
BONDS BY REASON OF THEIR ISSUANCE, THE AGENCY HAS NO TAXING POWER,

RATINGS: Standard & Poor's:
Moody's: __

(See "'RATINGS")

In the opinion ofBest Best & Krieger UP, Bond Counsel to the Agency, based upon an analysis ofexisting laws, regulations,
rulings and court decisions, and aS5:uming, among other matters, the accuracy of certain representations and compliance with certain
covenants, interest on the 20IOA Bonds is excluded fi'om gross income for federal income tax purposes under Section 103 of the Internal
Revenue Code of1986 and is exemptfrom State ofCalifornia personal income taxes. In the further opinion ofBond Counsel, interest on the
20IOA Bonds is not a spec(fic preference item for pUlposes ofthe federal individual or cOlporate alternative minimum taxes. Bond Counsel
expresses no opinion regarding any other tax consequences related to the ownership or disposition of, or the accrual or receipt of interest
on, the 2010A Bonds. Interest on the 2010B Bonds is not excludedfrom gross income for federal income tax purposes. In the opinion ofBest
Best & Krieger LLP, Riverside, Cal((ornia, Bond Counsel, interest on the 20WB Bonds is exemptft'om State ojCalijorniapersonal income
taxes. See "TAX MAITERS"

The Redevelopment Agency of the City of San Diego (the "Agency") is issuing its Tax AJJocation Bonds, $ 2010
Series A (Tax Exempt) (the "2010A Bonds") and $ Series B (Taxable) (the "20 JOB Bonds," and together the "2010 Bonds").

Authority for Issuance. The 2010 Bonds are being issued in accordance with a Master Trust Agreement dated as of April 1,
1999, (the "Agreement"), as supplemented by a First Supplemental Trust Agreement dated as of April 1, 1999, a Second Supplemental Trust
Agreement, dated as of April 1, 1999, and a Third Supplemental Trust Agreement, dated as of August 1, 2010, (together the "Agreements")
by and between the Agency and U.S. Bank National Association, as trustee (the "Trustee"), and a resolution of the Agency adopted on

1,2010. The 2010 Bonds will be sold by the Agency to the Public Financing Authority of the City of San Diego (the
"Authority") for concurrent resale to the Underwriters.

Bond Terms; Book-Entry Only. The 2010 Bonds will be issued and delivered as fully registered bonds without coupons, and
when delivered, will be registered in the name of Cede & Co., as nominee of the Depository Trust Company, New York, New York
("DTC"). Payment of principal of and interest on the 2010 Bonds will be paid by the Trustee to DTC, which will in tum remit such principal
and interest to its participants for subsequent disbursement to beneficial owners of the 2010 Bonds as described herein. See "APPENDIX G
BOOK-ENTRY ONLY SYSTEM," Interest on the 2010 Bonds is payable semiannually on each March 1 and September 1, commencing
March 1,201 L

Use ofProceeds. The proceeds of the 2010A Bonds will be used to (i) fund redevelopment projects of the Agency within the City
Heights Redevelopment Project, (ij) pay certain costs of issuance, and (iii) fund a reasonably required reserve fund. The proceeds of the
20l0B Bonds will be used to (i) repay a certain bank line of credit of the Agency; (ii) finance redevelopment activities in the City Heights
Redevelopment Project; and (iii) provide for a reserve fund; and (iv) pay the costs of issuing the 2010B Bonds. See "FINANCING PLAN."

Security for the 2010 Bonds. The 2010 Bonds are special obligations of the Agency payable from and secured by Pledged Tax
Revenues (as defined herein). Pledged Tax Revenues are derived from the tax increment allocated to the Agency from the City Heights
Redevelopment Project, excluding amounts payable to the Agency's low and moderate income housing fund, and amounts payable to other
taxing agencies pursuant to tax sharing af,rreements. Except for the Tax Revenues and amounts on deposit in certain funds and accounts under
the Indenture, no funds or properties of the ,Agency are pledged to, or otherwise liable for, the principal of, premium (if any) or interest on the
2010 Bonds, See "SECURITY FOR THE 2010 BONDS,"
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MATURITY SCHEDULE
(see inside cover)

This cover page contains certain infonnation for quick reference only. It is not a summary of the issue. Potential investors
must read the entire Official Statement to obtain information essential to the making of an informed investment decision. Investment
in the 2010 Bonds involves risks which may not be appropriate for some investors. See "BOND OWNERS' RISKS" for a discussion
of special risk factors that should be considered in evaluating the investment quality of the Bonds.

The 2010 Bonds are offered when, as and if issued and accepted by the Underwriters, subject to approval as to their legality
by Best Best & Krieger LLP, Riverside, California, Bond Counsel, and subject to certain other conditions. Best Best & Krieger LLP
is also acting as disclosure counsel to the Agency. Nossaman LLP, Irvine, California is acting as counsel to the Underwriters.
Certain legal matters will be passed on for the Agency and the City by the City Attorney. It is anticipated that the 2010 Bonds, in
book-entry form, will be available for delivery on or about ,2010.

[De La Rosa & Co. Logo]
The date of this Official Statement is , 20 I0

[Piper Jaffray & Co. Logo]



MATURITY SCHEDULE*

City Heights Redevelopment Project
Tax Allocation Bonds

2010 Series A (Tax Exempt)

(Base CUSIP:t __-I

$ Serial Bonds

Maturity Date
(September i)

Principal
Amount

Interest
Rate CUSlPt

$ 'Yo Term Bond dne September 1,20_, Price: _'Yo CUSlP:t _

City Heights Redevelopment Project
Tax Allocation Bonds

2010 Series B (Taxable)

(Base CUSIP:t )

$ Serial Bonds

Maturity Date
(September:l}

Principal
Amount

Interest
Rate CUSIPt

$ 'Yo Term Bond due September 1, 20_, Price: _'Yo CUSIP:t _

t Copyright 20]0, American Bankers Association. CUSIP data herein are provided hy Standard & Poor's CUSIP
Service Bureau, a division of The McGraw-Hill Companies, Inc., and are provided for convenience of reference only.
Neither the Agency nor the Underwriter assumes any responsihility for the accuracy of these CUSTP data.

* Preliminary; subject to change.
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GENERAL INFORMATION ABOUT THIS UFFICIAL STATEMENT

No Offering May Be Made Except by this Official Statement. No dealer, broker, salesperson or
other person has been authorized to give any infonnation or to make any representations with respect to the
2010 Bonds other than as contained in this Official Statement, and if given or made, such other infonnation
or representation must not be relied upon as having been authorized.

No Unlawful Offers or Solicitations. This Official Statement does not constitute an offer to sell or
the solicitation of an offer to buy in any state in which such offer or solicitation is not authorized or in which
the person making such offer or solicitation is not qualified to do so or to any person to whom it is unlawful
to make such offer or solicitation.

Effective Date. This Official Statement speaks only as of its date, and the information and
expressions of opinion contained in this Official Statement are subject to change without notice. Neither the
delivery of this Official Statement nor any sale of the 2010 Bonds will, under any circumstances, crcate any
implication that there has been no change in the affairs of the Agency or any other parties described in this
Official Statement, or in the condition of the security for the 2010 Bonds since the date of this Official
Statement.

Use of this Official Statement. This Official Statement is submitted in connection with the sale of
the 20 I0 Bonds referred to in this Official Statement and may not be reproduced or used, in whole or in part,
for any other purpose. This Official Statement is not a contract with the purchasers of the 2010 Bonds.

Preparation of this Official Statement. The infonnation contained in this Official Statement has
been obtained from sources that are believed to be reliable, but this infonnation is not guaranteed as to
accuracy or completeness.

Involvement of Underwriters. The Underwriters have submitted the following statement for
inclusion in this Official Statement: The Underwriters have reviewed the infonnation in this Official
Statement in accordance with, and as a part of, its responsibility to investors under the Federal Securities
Laws as applied to the facts and circumstances of this transaction, but the Underwriter does not guarantee the
accuracy or completeness of such infonnation.

Document References and Summaries. All references to and summaries of the Indenture or other
documents contained in this Official Statement are subject to the provisions of those documents and do not
purpoli to be complete statements ofthose documents.

Bonds are Exempt from Securities Laws Registration. The issuance and sale of the 2010 Bonds
have not been registered under the Securities Act of 1933, as amended, or the Securities Exchange Act of
1934, as amended, in reliance upon exemptions for the issuance and sale of municipal securities provided
under Section 3(a)(2) of the Securities Act of 1933 and Section 3(a)(l2) of the Securities Exchange Act of
1934.

Estimates and Projections. Certain statements included or incorporated by reference in this
Official Statement constitute "forward-looking statements" within the meaning of the United States Private
Securities Litigation Refonn Act of 1995, Section 21E of the United States Securities Exchange Act of 1934,
as amended, and Section 27A of the United States Securities Act of 1933, as amended. Such statements are
generally identifiable by the tennino1ogy used such as "plan," "expect," "estimate," "bndget" or other similar
words.



THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED IN
SUCH FORWARD-LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS,
UNCERTAINTIES AND OTHER FACTORS WHICH MAY CAUSE ACTUAL RESULTS,
PERF'ORMANCE OR ACHIEVEMENTS DESCRIBED TO BE MATERIALLY DIFFERENT FROM
ANY FUTURE RESULTS, PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY
SUCH FORWARD-LOOKING STATEMENTS. THE AGENCY DOES NOT PLAN TO ISSUE ANY
UPDATES OR REVISIONS TO THOSE FORWARD-LOOKING STATEMENTS IF OR WHEN ITS
EXPECTATIONS, OR EVENTS, CONDITIONS OR CIRCUMSTANCES ON WHICH SUCH
STATEMENTS ARE BASED OCCUR.
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MAP OF CITY HEIGHTS REDEVELOPMENT PROJECT
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OFFICIAL STATEMENT

REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO

$:---=----:--:---_.
City Heights Redevelopment Project

Tax Allocation Bonds
2010 Series A (Tax Exempt)

$ *
City Heights Redevelopment Project

Tax Allocation Bonds
2010 Series B (Taxable)

INTRODUCTION

This Official Statement, including the cover page and the attached appendices, provides infonnation
regarding the issuance by the Redevelopment Agency of tbe City of San Diego (the "Agency") of the above
captioned * City Heights Redevelopment Project Tax Allocation Bonds 2010 Series A (Tax
Exempt) (tbe "20 lOA Bonds") and $ * City Heights Redevelopment Project Tax Allocation Bonds
20 I0 Series B (Taxable) (the "20 IOB Bonds")(together the "2010 Bonds"). The 2010 Bonds will be sold by the
Agency to the Public Financing Authority ofthe City of San Diego (the "Authority") for concurrent resale to the
Underwriters named on the cover page of this Official Statement.

Authority for Issuance

The 2010 Bonds are being issued under the Community Redevelopment Law, constituting Part 1 of
Division 24 (commencing with Section 33000) of the Health and Safety Code of the State of California (the
"Redevelopment Law") and a resolution ofthe Agency adopted on ,2010.

The 2010 Bonds will be issued under a Master Trust Agreement, dated as of April 1, 1999, (the
"Agreement"), by and between the Agency and U.S. Bank National Association (the "Trustee") as amended by
that First Supplemental Trust Agreement, dated as of April 1, 1999, a Second Supplemental Trust Agreement,
dated as of April 1, 1999, and a Third Supplemental Trust Agreement, dated as of August 1, 2010, by and
between the Agency and the Trustee (the "Third Supplemental Agreement" and together, the "Agreements").

Purpose of Issuance

The proceeds of the 201 OA Bonds will be used for the following purposes:

•

•

•

To provide for a reserve fund.

To pay the costs of issuing the 2010A Bonds.

To finance certain redevelopment projects in the City Heights Redevelopment Project.

The proceeds of the 2010B Bonds will be used for the following purposes:

•

•

•

To provide for a reserve fund.

To pay the costs of issuing the 2010B Bonds.

To provide funds to repay an outstanding letter of credit and to fund certain other
redevelopment projects in the City Heights Redevelopment Project.

* Preliminary, subject to change.



Security for the 2010 Bouds

Security for the 2010 Bonds. The 2010 Bonds are limited obligations of tbe Agency secured by a
pledge of and first lien on "Pledged Tax Revenues." Pledged Tax Revenues is, in general, defined in the
Agreement as tax increment revenues derived from the City Heights Redevelopment Project Area, excluding
moneys required to be deposited into the Agency's Low and Moderate Income Housing Fund pursuant to the
Redevelopment Law and excluding moneys payable to other taxing entities pursuant to certain tax sharing
agreements.

Existing Parity Obligations. The Agency has other bonds and obligations outstanding which are
payable fi·om tax increment not related to housing. Such bonds include the Agency's City Heights
Redevelopment Project Tax Allocation Bonds, Series 1999A, dated April 1, 1999 in the initial plincipal amount
of $5,690,000, ofwbich $4,915,000 are outstanding (tbe "1999 A Bonds"), and City Heights Redevelopment
Project Tax Allocation Bonds, Series 1999 B, dated April I, 1999, of eapital appreciation bonds in the initial
principal amount of$10,141,000, of which $8,593,691 in initial value remains outstanding (the "1999 B Bonds"
and together with the 1999 A Bonds, the "1999 Bonds"). The accreted value of the 1999 B Bonds is
$16,988,336 as ofJunc 30, 2010.

Future Parity Obligations. The Agency is permitted under the Agreement to incur additional
obligations ("Parity Bonds," and together with the 2010 Bonds, "Bonds") secured by a pledge of Tax Revenues
on a parity with the pledge of Tax Revenues to the 2010 Bonds.

Tax Allocation Financing

The Redevelopment Law provides a means for financing redevelopment projeets based upon an
allocation of taxes collected within a designated redevelopment project area. The redevelopment agency
establishes the taxable valuation of a redevelopment project area as last equalizcd before the adoption of the
redevelopment plan, or base roll (the "Base Year Valuation"). Subsequently, the taxing agencies receive the
taxes produced by the levy of the then-current tax rate upon the Base Year Valuation (except for any period
during which the taxable valuation drops below the Base Year Valuation).

Taxes collected upon any increase in taxable valuation over the Base Year Valuation are allocated to a
redevelopment agency and may be pledged by a redevelopment agency to the repayment of any indebtedness
incurred in financing or refinancing a redevelopment project. No less than 20% of taxes allocated to a
redevelopment agency (i.e, the Housing Set-Aside) must be set aside in a separate fund to develop and maintain
low- and modcratc-income honsing in the City. Redevelopment agencies themselves have no taxing power.

Tax Revenues which secme the 2010 Bonds consist solely of the tax increment less the amount
allocated to pay the Housing Sct-Aside, and less amounts payable to other taxing entities pursuant to tax sharing
agreements. See "SECUR1TY FOR THE 201 0 BONDS," herein.

The City and the Agency

The City. The City of San Diego (the "City") is located in the County of San Diego (the "COlll1ty"). The
City encompasses approximately 342 square miles in the western portion of San Diego County. The City is the
county scat of the County. The January], 2010 population of the City was estimated to be 1,376,173. The City
was first incorporated in 1850, and operates under and is governed by the laws of the State of California and its
own Charter as periodically amended since its adoption by the electorate in 1931. The City operates under a
Strong-Mayor form of government, permanently approved by the voters on June 8, 2010. The Mayor is elected
at large to serve a four year term. Eight council members are elected by distJicts, for four-year staggered terms.
The Council is presided by the Council President, who is selected by a majority vote of the Council. Under this
form of govcrnment, the City Council is composed of eight members and is presided over by the Council
President, who is selected by a majority vote of the City Council. The Mayor presides over City Council in
closed session meetings of the Council. The Council retains its legislative authority; however, all City Council
resolutions and ordinances are subject to a veto of the Mayor cxcept for certain ordinances including emergency
declarations and the City's annual Salmy and Appropriations Ordinances. The City Council may oven·ide a
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Mayoral veto with five votes. The City Attomey, who is elected for a four-year term, serves as the chief legal
advisor of and attomey for the City and all departments. During the County's primary election held on June 3,
2008, voters approved Proposition B which required City Council to place a measure on the June 2010 ballot to
allow voters to decide whether the Strong-Mayor form of govermnent should become permanent effective
January 1, 2011. Additionally, Proposition B provided for the public to decide whether the number of City
Council districts should increase from eight to nine, and therefore, a corresponding increase of City Council
votes required to override the Mayor's veto from five to six. That measure, Proposition D, was approved by
voters on June 8, 2010. For certain information with respect to the City, see APPENDIX B - "CERTAIN
INFORMATION REGARDING THE CITY OF SAN DIEGO AND THE SURROUNDING AREA."

The Agency. The Redevelopment Agency of the City of San Diego was established by the City Council
in 1958. The City Council is the Board of Directors of the Agency. Project implementation and administration
for the Agency are provided by tln'ee separate and distinct organizations: Centre City Development Corporation,
Southeastem Economic Development Corporation and the Redevelopment Division of the City's City Planning
& Community Investment Department. The Redevelopment Division perfonns general administration for the
Redevelopment Agency, coordinates budget and reporting requirements, and maintains the Agency's meeting
docket and official records. The Division also administers eleven project areas which include Barrio Logan,
City Heights College Community, College Grove, Crossroads, Grantville, Linda Vista, Naval Training Center,
North Bay, North Park and San Ysidro.

The Authority. The Authority is a public agency duly organized and existing pursuant to a Second
Amended and Restated Joint Exercise of Powers Agreement, dated as of Octoher 29, 2002 (the "Agreement"),
between the City and the Agency. The Agreement was entered into pursuant to the provisions of Articles 1 and
2 of Chapter 5 of Division 7 of Title 1 of the Government Code of the State of Califomia. The members of the
goveming Commission of the Authority consist of the City Treasurer, the Assistant Executive Director of the
Agency and three members of the public who are appointed by the Mayor and confirmed by the City Council
and the Agency. The Authority was created for the primary purpose of assisting in the financing of certain
public capital facilities improvements of the City and the Agency. No assets or property of the Authority secure
the payment of debt service on the Bonds.

Cautionary Statement Regarding Forward-Looking Statements

Certain statements included or incorporated by reference in this Official Statement constitute "forward
looking statements." Such statements are geuerally identifiable by the terminology used such as "plan,"
"expect," "estimate," "budget," "projected" or other similar words. The achievement of certain results or other
expectations contained in such forward-looking statements involve known and unknown risks, uncertainties and
other factors which may cause actual results, performance or achievements described to be materially different
from any future results, perfonnance or achievements expressed or implied by such forward-looking statements.
Although such expectations reflected in such forward-looking statements are reasonable, there can be no
assurance that such expectations will prove to be correct in whole or in part. The Agency is not obligated to
issue any updates or revisions to the forward-looking statements if or when expectations, or events, conditions
or circumstances on which such statements are based do or do not occur.

Continuing Disclosure

The Agency has agreed to provide, in accordance with Rule 15c2-12(b)(5), promulgated by the U.S.
Securities and Exchange Commission under the Securities Exchange Act of 1934, as amended (the "Rule"),
notice of certain material events. These covenants have been made in order to assist the Underwriters in
complying with the Rule. Beginning in March 2004, the Agency failed to comply with various filing deadlines
for a number of undertakings due to the unavailability of audited financial statements for the Agency. Each
required annual report and audited financial statement was subsequently filed. As of June 2010, the Ageney was
current with its filings and is in compliance with its continuing disclosure obligations. See "CONTINUING
DISCLOSURE" herein.

3



2006 SEC Order and Related Matters

SEC Order. On November 14, 2006, the City entered into a cease-and-desist order (the "Order") with
the Securities and Exchange Commission (the "Commission") relating to violations of the antifraud provisions
of the federal securities laws in connection with the offer and sale ofmuuicipal securities in calendar years 2002
and 2003, and other related public financial disclosures concerning its pension and retiree health care liabilities.
The Commission concluded that the "City, through its officials, acted with scienter," because "City officials
acted recklessly in failing to disclose material inforn1ation regarding [pension and retiree health care] liabilities."
The Order imposed certain remedial sanctions, including the retention of an independent consultant to review
and assess the City's policies, procedures and intel11al controls with respect to bond offerings, including
disclosures made in its financial statements. The Order settled all claims between the City and the Conm1ission
with respect to the alleged violations of the federal securities laws in 2002 and 2003. On January 16, 2007, the
City retained Stanley Keller of the law film of Edwards Angell Palmer & Dodge, LLP to serve as independent
consultant (the "Independent Consultant"). The Independent Consultant was required to conduct annual reviews
ofthe City's policies, procedures and intel11al controls for a three year period, and provide copies of such reports
to the Commission. The Independent Consultant's final report was presented to the City Council on March 8,
2010.

Audited Financial Reports. As a result of various investigations into the City regarding, principally, the
events that were the subject of the SEC Order, the completion and release of the City's and Agency's audited
financial statements were substantially delayed. The City issued its Comprehensive Annual Financial Reports
(each a "CAFR") with unqualified opinions for Fiscal Years 2003 through 2008 during the period from June
2007 through March 2009. The City received an unqualified opinion from its outside auditor on December 21,
2009, with respect to the Fiscal Year 2009 CAFR, which was received and filed with the City Council on
February 1, 2010. The City and the Agency are now current with respect to all financial reporting.

Definitions and Summaries

Definitions of certain tenDS used in this Official Statement are set forth in "APPENDIX D 
SUMMARY OF AGREEMENT." This Official Statement contains brief descriptions of, among other things,
the 2010 Bonds, the Indenture, the Agency and the City Heights Redevelopment Projeel. Such descriptions do
not purport to be comprehensive or definitive. All references in this Official Statement to documents are
qualified in their entirety by reference to those documents, and references to the 20 I0 Bonds are qualified in
their entirety by reference to the fOlms of Bond included in the Agreement and other documents described in
this Official Statement may be obtained from the Trustee.

Professionals Involved in the Financing.

David Taussig & Associates, Inc., Newport Beach, Califol11ia, is acting as fiscal consultant to the
Agency and has prepared an analysis of taxable values and tax increment revenue with respect to the
Redevelopment Project Areas. See APPENTIIX A - "FISCAL CONSULTANT REPORT".

Kitahata & Company, San Francisco, California, is serving as financial advisor to the Agency for its
2010 Bonds.

All proceedings in connection with the issuance of the 2010 Bonds are subject to the approval of Best
Best & Krieger, LLP, Riverside, California, as bond counsel. Best Best & Krieger LLP is also acting as
disclosure counsel to the Agency. Nossaman LLP, Irvine, California, is acting as underwriter's counsel to De
La Rosa & Co. and Piper Jaffray & Co. Certain matters will be passed upon for the Agency and the City by the
City Attorney. Payment of the fees and expenses of bond counsel, disclosure counsel, underwriter's counsel and
the underwriter is contingent upon issuance of the 2010 Bonds.
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"FINANCING PLAN

The Redevelopment Plan

The Agency expects to use certain proceeds of the 20 I°Bonds to finance the following Projeets of
benefit to the City Heights Redevelopment Project:

2010ABonds

Proceeds of the 2010A Bonds are expected to be used for npgrading public improvements, acquisition,
new construction and commercial rehabilitation of the City Heights Redevelopment Project.

2010B Bonds

Proceeds of the 20IOB Bonds are expected to be used to pay in full a promissory note to San Diego
Revitalization Corporation. Additional uses will include acquisition, rehabilitation, new construction and
potential opportunity purchases within the City Heights Redevelopment Project.

The Bank Line of Credit

The Agency will also use a pOltion of the proceeds of the 2010 Bonds to repay a bank line of credit
from U.S. Bank, as successor in interest to San Diego National Bank (the "Bank") for non-honsing
redevelopment projects for the City Heights Redevelopment Project. The Bank line of credit was obtained
under a credit agreement between the Agency and the Bank entered into on July 26, 2007, as amended and
extended July, 2010, and is in the following outstanding amount:

Project Area
City Heights

Estimated Sources and Uses of Funds

Bank Line of Credit
$20,000,000

Amount Drawn
$2,011,123

The following is a table of estimated sources and uses of funds with respect to the 2010 Bonds.

Sources:
Par Amount
Plus: Other Available Monesy
[Less: Original Issue Disconnt/Plus: Original Issue
Premium

Total Sources

Uses:
Costs oflssuance(1)
Deposit to Reserve Account
Deposit to Redevelopment Fund
Pay to Bank to repay Line of Credit

Total Uses

2010ABonds 2010B Bonds

0) Includes Underwriterls discount, fees and expenses of bond counsel, disclosure counsel, trustee and escrow agent
fees and expenses, [insurance premium], costs of printing the preliminary and final official statement and rating
agency fees.
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THE 2010 BONDS

Description

The 2010 Bonds will be issued in fully registered fonn without coupons in denominations of $5,000 or
any integral multiple of $5,000.

The 2010 Bonds will be issued only as one fully registered bond for each maturity, in the name of Cede
& Co., as nominee of Tbe Depository Trust Company, New York, New York ("DTC"), as registered owner of
all of the 2010 Bonds. See "APPENDIX G - BOOK-ENTRY ONLY SYSTEM." Ownership may be changed
only upon the registration books maintained by the Trustee as provided in the Indenture.

The 2010 Bonds will be dated their date of issuance and will mature on the dates and in the amounts,
and will bear interest (calculated on the basis of a 360 day year eomprised of twelve 30-day months) at the rates,
set forth on the inside front cover of this Official Statement.

Interest on the 2010 Bonds will be payable on each March 1 and September 1, commencing Mareh 1,
2011 (each, an "Interest Payment Date").

Interest on the 2010 Bonds is payable on each Interest Payment Date until maturity or prior redemption,
as provided in the hldenture. Each 2010 Bond will bear interest from the Interest Payment Date next preceding
the date of authentication thereof unless it is authenticated after a Record Date and on or before the following
Interest Payment Date, in which event it shall bear interest from such Interest Payment Date, or unless it is
authenticated on or before February 15, 2011 in which event it shall bear interest from their date of issuance. If
at the time of authentication interest is in default, the 2010 Bond shall bear interest from the Interest Payment
Date to or for which interest has been paid.

Redemption

Optional Redemption. 20 lOA Bonds. The 20 lOA Bonds maturing on or before September 1, 2020, are
not subject to redemption prior to maturity. The 2010A Bonds maturing on or after September 1,2021 shall be
subject to redemption prior to maturity, at the option of the Agency, as a whole or in part, on any date, among
maturities as shall be detennined by the Agency, and by lot within each maturity (each 201 OA Bond being
deemed to be composed of $5,000 portions with each such portion being separately redeemable), from funds
derived by the Agency from any source, on or after September 1, 2020 at a redemption price for each redeemed
20lOA Bond equal to the principal amount thereof, with accrued interest to the date of redemption, without
premium.

2010B Bonds. The 2010B Bonds maturing on or before September 1, 2020, are not subject to
redemption prior to maturity. The 2010B Bonds maturing on or after September 1, 2021 shall be subject to
redemption plior to maturity, at the option of the Agency, as a whole or in part, on any date, among maturities as
shall be detennined by the Agency, and by lot within each maturity (each 20lOB Bond being deemed to be
composed of $5,000 portions with each such portiou being separately redeemable), from funds derived by the
Agency from any source, on or after September 1, 2020 at a redemption price for each redeemed 2010B Bond
equal to the principal amount thereof, with accrued interest to the date of redemption, without premium.

Sinking Fund Redemption. 20lOA Bonds. The 20lOA Bonds maturing on September 1, __ and
September 1, are subject to mandatory sinking fund redemption in part, by lot, on each September 1,
from mandatory sinking fund payments set aside in the Principal Account, at a redemption price equal to the
principal amount thereof to be redeemed, together with aecrued interest to the date fixed for redemption, without
premium, in the aggregate respective principal amounts and on the dates set forth below:
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Payment Date
(September 1)

Payment Date
(September 1)

20 lOA Term Bond Due September 1,

20 lOA Term Bond Due September 1,

Amount

Amount

20l0B Bonds. The 20l0B Bonds maturing on September 1, __ and September 1, are subject
to mandatory sinking fund redemption in part, by lot, on each September 1, fi'om mandatory sinking fund
payments set aside in the Principal Account, at a redemption price equal to the principal amount thereof to be
redeemed, together with accrued interest to the date fixed for redemption, without premium, in the aggregate
respective principal amounts and on the dates set forth below:

20l0B Term Bond Due September 1,

Payment Datc
(September 1)

Payment Date
(September 1)

20l0B Term Bond Due September 1,

Amount

Amount

If some but not all of the 2010 Bonds have been optionally redeemed, the total amount of all future
Sinking Account payments set forth above will be reduced by the combined principal amount of 2010 Bonds
optionally redeemed, to be allocated among the Sinking Account payments as arc subsequently payable on a pro
rata basis in integral multiples of $5,000 as determined by the Trustee.

Open Market Pnrchase of2010 Bonds

The Agency may at any time buy 2010 Bonds, of any series at public or private sale at a price which,
inclusive of brokerage fees, will not exceed the par amount of the 2010 Bonds so purchased, plus any applicable
premium and any 2010 Bonds so purchased shall be tendered to the Trustee for cancellation; provided however
that no 201 0 Bonds may be purchased with a settlement date more than 90 prior to the redemption date.

Notice of Redemption

The Trustee, on behalf and at the expense of the Agency, will mail, not less than 30 nor more than 60
days prior to the redemption date by first class mail to each of the Owners designated for redemption at their
addresses appearing on the 2010 Bond registration books of the Trustee on the date sneh 2010 Bonds are
selected for redemption.
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Each notice of redemption must (a) state the redemption date; (b) state the redemption price; (c) state
the place or places of redemption; (d) state the CUSlP numbers of the 2010 Bonds to be redeemed, the
individual number of each 2010 Bond to be redeemed or that all 2010 Bonds between two stated numbers (both
inclusive) or that all of the 2010 Bonds are to be redeemed and, in the case of 2010 Bonds to be redeemed in
paJi only, the respective portions of the principal amount thereof to be redeemed; (e) state that on the
redemption date there will become due and payable on each 2010 Bond the redemption price thereof and that
from and after such redemption date interest thereon shall cease to accrue; and (f) require that such 2010 Bonds
be then surrendcred, with a written instrument of transfer duly executed by the Owner thereof or by his attorney
duly authorizcd in writing if payment is to be made to a person other than the Owner.

Except in the case of optional redemption from the issuance of refunding obligations, the Trustee will
not mail a redemption notice prior to the receipt of funds required for the redemption. Any notice of optional
redemption from the issuance of proceeds of refunding bonds shall state that such redemption is subject to the
receipt of proceeds for such refunding obligations. Any optional redemption notice sent by the Trustee prior to
the receipt of proceeds of refunding obligations may be rescinded if such refunding obligations are not issued
and proceeds thereof are not received by the Trustee, upon the mailing to the 2010 Bond Owners by the Trustee
of a written notice of such rescission, in which event the 2010 Bonds will not be redeemed and interest will
continue to accrue thereon.

Other Redemption Provisions

Partial Redemption. If only a portion of any 2010 Bond is called for redemption, then upon surrender
of that 2010 Bond the Trustee will authenticate and deliver to the Owner thereof, at the expense of the Agency, a
new 2010 Bond or 2010 Bonds of authorized denomination, and of the same maturity and series and equal in
aggregate principal amount to the unredeemed portion of the Bond snrrendered.

Effeet of Redemption. When notice of redemption has been and when the amount necessary for the
redemption of the 2010 Bonds called for redemption has been set aside for that purpose, the 2010 Bonds
designated for redemption shall become due and payable on the redemption date thereof at the place specified in
the notice of redemption. Such 2010 Bonds shall be redeemed and paid at said redemption price, and no interest
will accrne on such 2010 Bonds called for redemption from and after the redemption date specified in such
notice.

All 2010 Bonds so redeemed will be caJlceled by the Trustee and will not be reissued. All unpaid
interest with respect to the 2010 Bonds payable at or prior to the redemption date will continue to be payable to
the respective Owners thereof, or their order, but without interest thereon.
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Debt Service Schedule

The following table sets forth alimal debt service on the 2010 Bonds.

City Heights Redevelopment Project
Tax Allocation Bonds

Bonds Debt Service Schedule

1999
Bonds 2010A 2010A 2010A 2010B 2010B

Year Ending Total Bonds Bonds Bonds Bonds Bonds
(September 1) Debt Service Principal Interest Total Princillill Interest

9
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SECURITY FOR THE 2010 BONDS

Security for the 2010 Bonds

Subject only to the payment and reimbursement of the fees, charges and expenses of the Trustee, as
provided in the Agreement, the 20I0 Bonds (and any Parity Bonds) are secured by:

•

•

•

a first lien and pledge of all of the Tax Revenues,

a pledge of all of the moneys in the Revenue Fund, the Debt Service Fund, the Interest Account,
the Principal Account and the Reserve Fund, and

all amounts derived from the investment of the moneys in these accounts.

Allocation of Taxes

As provided in the Redevelopment Plan for the City Heights Redevelopment Project (the "Plan"), and
pursuant to Article 6 of Chapter 6 of the Law (commencing with Section 33670) and Section 16 of Article XVI
of the Constitution of the State of California, taxes levied upon taxable property in the City Heights
Redevelopment Project each year by or for the benefit of the State of California and any city, county, city and
county or other public corporation for fiscal years beginning after the effective date of the City Heights
Redevclopment Project, are divided as follows:

I. To taxing agencies: That portion of the taxes which would be produced by the rate upon which
the tax is levied each year by or for each of said taxing agencies upon the total sum of the assessed value of the
taxable property in the City Heights Redevelopment Project, as shown upon the assessment roll used in
connection with the taxation of such property by such taxing agency, last equalized prior to the effective date of
the ordinancc adopting the Plan, shall be allocated to, and when collected shall be paid to, the respective taxing
agencies as taxes by or for the taxing agencies on all other property are paid.

2. To the Agency: Except as provided in subparagraphs 3, 4 and 5 below, the portion of the levied
taxes each year in excess of the amount described in subparagraph I, above, shall be allocated to, and when
collected shall be paid into, a special fund of the Agency to pay the principal of and interest on the 2010 Bonds
and Parity Bonds, loans, monies advanced to, or other indebtedness incurred by the Agency to finance or
refinance, in whole or in part, the City Heights Redevelopment Project.

3. To taxing agencies: That portion of the taxes in excess of the amount identified in subparagraph
I, above, which are attributable to a tax rate levied on or after January I, 1989 by a taxing agency for the
purpose of producing revcnues in an amount sufficient to make annual repayments of the principal of, and the
interest on, and bonded indebtedness for the acquisition or improvement of real property shall be allocated to,
and when collected shall be paid into, the fund of that taxing agency.

4. To County administrative fee: Legislation originally enacted in 1990, Senate Bill 2557 (Stats.
1990, chapter 466, §4, which amended Revenue and Taxation Code Section 97), and additional legislation
enacted in 1992, Senate Bill 1559 (Stats. 1992, chapter 697, §13, which amended Revenue and Taxation Code
Section 97.5), authorized county auditors to determine property tax administrative costs proportionately
attributable to local jurisdictions and, commencing in the 1992-93 Fiscal Year, the amounts due as local
agencies' contributions to cover county administrative costs are to be allocated to the county as part of the
overall system for the redistlibution of property taxes (as opposed to being paid pursuant to invoices). In 1994,
Assembly Bill 3347 (Stats. 1994, chapter 1167) was enacted, which, in pertinent part, clarified and reorganized
California's property tax statutes. That legislation added Revenue and Taxation Code Sections 95.2 and 95.3,
which now set forth the statutory authorization for the county auditor's recovery of propelty tax administrative
costs. Section 95.3 expressly includes redevelopment agencies as jUlisdictions that are to be charged for
property tax administrative costs, commencing in the 1992-93 fiscal year. The charge resulting from this
legislation is estimated at 1.05% of Tax Revenues based on past administrative charges. The Agency excludes
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the County admiuistrative fee from the definition of Tax Revenues and those fees are not considered Tax
Revenues for purposes of the housing set-aside discussed below or for the detennination of compliance with tax
increment limitations.

5. To Taxing Agencies: That portion of the taxes reserved to taxing entities which adopted
resolutions under fonner Health and Safety Code Section 33676 shall be paid to such taxing entities. The City
of San Diego, the San Diego County Water Authority and the Metropolitan Water District of Southern
California adopted such resolutions with respect to the City Heights Redevelopment Project. The City of San
Diego has suspended its resolution for the life of the 1999 Bonds and any Parity Bonds (including the 2010
Bonds) so that amounts otherwise reserved to the City under its resolution will be available to the Agency as
Tax Revenues.

Housing Tax Revenues

The Law (Health and Safety Code Section 33334.2) requires that, except under certain circumstances,
20 percent of the Tax Revenues allocated to the Agency as described above be set aside and placed in the low
and moderate income housing fund (the "Housing Tax Revenues") to be used for the purpose of increasing,
improving and/or preserving the community's supply of low and moderate income housing. The Agency
intends to set aside 20% of Tax Revenues for low and moderate income housing purposes. The Housing Tax
revenues are not pledged toward the payment of debt service on the Bonds.

Pledged Tax Revenues

Tax Revenues, less Housing Tax Revenues described above, are herein called "Project Tax Revenues."
Pledged Tax Revenues for the Bonds include all Project Tax Revenues received by the Agency (or by the
Trustee on behalf of the Agency) (except for amounts payable for each such year to certain taxing entities under
the Cooperation Agreements described under "Cooperation Agreements" below) in an amount that is equal to
Atmual Debt Service for the Bonds for such Bond Year, plus an amount, if any, required to maintain the Debt
Service Reserve Funds at the Reserve Requirement. As discussed below under "- Cooperation Agreements,"
amounts payable under the Cooperation Agreements are subordinate to the payment of the 20 I0 Bonds and
parity bonds.

All Pledged Tax Revenues, and other Agency moneys held by the Trustee, as described above, are
irrevocably pledged to the punctual payment of principal, interest, and redemption premiums, if any, on the
Bonds, and the Pledged Tax Revenues, and such other money, will not be used in any manner other than those
specified in the Agreements so long as any 2010 Bonds remain Outstanding. Such pledge constitutes a first lien
on the Tax Revenues and such other money for the payment of the 2010 Bonds in accordance with the terms
thereof. All the Pledged Tax Revenues, together with any interest earned thereon, will, so long as any 2010
Bonds are Outstanding under the Agreements, be deposited in accordance with the terms of the Agreements.
Notwithstanding the foregoing, there will not be deposited with the Trustee for deposit in any account under the
Agreements any Tax Revenues in an amount in excess of that amount which, together with all moneys then on
deposit with the Trustee in any account created under the Agreements, will be sufficient to discharge all
Outstanding Bonds as provided in the Trust Agreements. See "APPENDIX D - SUMMARY OF CERTAIN
PROVISIONS OF THE AGREEMENTS" herein.

Cooperation Agreements

In addition to the resolutions authorized under former Health and Safety Code Section 33676, described
above, a redevelopment agency may enter into pass-through tax-sharing agreements (also known as Cooperation
Agreements) authorized under Section 33401 of the Law with taxing agencies, whereby such taxing agencies
become entitled to receive a portion of Tax Revenues generated by the redevelopment project area. The Agency
has entered into such Cooperation Agreements with the County, the Sa.n Diego Unified School District, the San
Diego Community College District and the San Diego County Office of Education (the "Taxing Entities") for
the City Heights Redevelopment Project. All of the Cooperation Agreements specify that payments thereunder
are subordinate to the payment of debt service on any bonds the Agency issues, however, the Agency is
obligated to size its bond issuance to take into account the payment of amounts under the Cooperation
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Agreements. The Agency believes it has met that obligation. For purposes of this issuance, the Taxing Entities
have agreed that any revenues attributed to the City's suspension of its Section 33676 Resolution will not be
included in "property tax revenues" under their respective Cooperation Agreements with the Agency for certain
purposes. See "THE CITY HEIGHTS REDEVELOPMENT PROJECT - Projeetion of Tax Revenues and
Estimated Coverage" herein.

Limited Obligation

The Agency has no power to levy and collect property taxes, and any property tax limitation, legislative
measure, voter initiative or provisions of additional sources of income to taxing agencies having the effect of
reducing the property tax rate, could reduce the amount of Tax Revenues that would otherwise be available to
pay the principal of, and interest on, the Bonds. Likewise, broadened property tax exemptions could have a
similar effect. See "RISK FACTORS" and "LIMITATIONS ON TAX REVENUES AND POSSIBLE
SPENDING LIMITATIONS" herein.

THE BONDS ARE NOT A DEBT OF THE CITY OF SAN DIEGO, THE STATE OF CLAIFORc1\JIA
OR ANY OF ITS POLITICAL SUBDIVISIONS, AND NEITHER THE CITY, THE STATE NOR ANY OF
ITS POLITICAL SUBDIVISIONS (OTHER THAN THE AGENCY TO THE EXTENT SET FORTH
HEREIN) IS LIABLE THEREON, THE INTEREST, PRINCIPAL AND ACCRETED VALUE OF THE
BONDS ARE PAYABLE SOLELY FROM PLEDGED TAX REVENUES ALLOCATED TO THE AGENCY
FOR THE CITY HEIGHTS REDEVELOPMENT PROJECT AND CERTAIN LIMITED FUNDS HELD BY
THE TRUSTEE UNDER THE TRUST AGREEMENTS. THE BONDS DO NOT CONSTITUTE AN
INDEBTEDNESS IN CONTRAVENTION OF ANY CONSTrTUTIONAL OR STATUTORY DEBT LIMrT
OR RESTRICTION.

Reserve Requirements

In order to further secure the payment of principal of, and interest on the 2010 Bonds, the Agency is
required upon delivery of each Series of Bonds on the Closing Date, to fund the Reserve Fund established by the
Agreements to the least of: (i) Maximum Annual Debt Service for each Series ofBonds, (ii) 125 percent (125%)
of average AJmual Debt Serviee for each Series of Bonds, (iii) the amount equal to ten percent (10%) of the
proceeds of each Series of Bonds; or (iv) such other amount set forth in the applicable Supplement Trust
Agreement (the "Initial Reserve Requirement") and thereafter maintain the Reserve Fund at an amount equal to
the lesser of the aggregate Initial Reserve Requirement or Maximum Annual Debt Service on all Bonds,
collectively the "Reserve Requirement."

On or prior to each hlterest Payment Date, after depositing funds into the Interest Account of the Debt
Service Fund and Principal Account of the Debt Service Fund necessary for the payment of interest, principal
and Accreted Value of the Bonds, the Trustee shall deposit from the remaining balance of funds in the Revenue
Fund the amount of money necessary to increase the amount on deposit in the Reserve Fund to an amount equal
to the Reserve Requirement. The Agency may deposit a surety bond, letter of credit, policy of insurance or any
other security device in the Reserve Fund in lieu of cash to satisfy all or a portion of the applicable Reserve
Requirement. See "APPENDIX D -SUMMARY OF CERTAIN PROVISIONS OF THE AGREEMENTS."

Issuance of Parity Bonds

The Agency may provide for the issuance of, and sell, other bonds, notes and indebtedness payable from
all or a pOltion of Tax Revenues on a parity with the Bonds ("Parity Bonds"), subject to the following conditions
precedent to such sale:

I. A certificate shall be delivered to the Trustee from an Authorized Agency Representative
stating that no Event of Default under the Agreements has occurred and is then continuing.

2. A report from an Independent Accountant or Independent Redevelopment Consultant shall
accompany the certificate required under subparagraph 1, showing that the Project Tax Revenues to be collected
in the then current Bond Year will be at least equal to 125% of Maximum AJmual Debt Service for all Parity
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Bonds which will be Outstanding immediately after the issuance of the proposed Parity Bonds. In addition to,
and notwithstanding the requirements ofthe previous sentence, "125% of Maximum Annual Debt Service for all
Parity Bonds" shall instead be read as "140% ofMaximuIll Annual Debt Service for all Parity Bonds" until such
time that a report of an Independent Redevelopment Consultant is delivered to the Trustee stating that Project
Tax Revenues, based on 85% of the assessed value of the Project Area for the then current Fiscal Year, is at
least 1.00 times the Atmual Debt Service on Outstanding Bonds and Parity Bonds.

3. The Agency shall certify to the Trustee that the aggregate amount of the principal of and interest
on all Outstanding Bonds, Parity Bonds and other Agency indebtedness coming due and payable following the
issuance of such Parity Bonds shall not exceed the maximum amount of Tax Revenues permitted under the
Redevelopment Plan to be allocated and paid to the Agency following the issuance of such Parity Bonds.

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

5. The applicable Reserve Fund(s) shall be increased to the applicable Reserve Requirement,
taking into account the issuance of the Parity Bonds.

6. The Agency shall deliver to the Trustee a certificate of the Agency certifying that the conditions
precedent to the issuance of such Parity Bonds set forth in the Trust Agreements for the Bonds have been
satisfied and that the deposit into the applicable Reserve fnnd as set forth above has been made.

The Agency may issue Parity Bonds for the purpose of refunding in whole or in part one or more series
of Outstanding Bonds without complying with the provisions of Clause 2 above if, instead, there is delivcred to
the Trustee a certificate of the Authorized Agency Representative, as defined in Appendix D hereto, showing
that Maximum Annual Dcbt Service on all Outstanding Bonds payable from Project Tax Revenues after the
issuance of the refunding Series of Bonds will not exceed Maximum Armual Debt Service on all Outstanding
Bonds payable from such Project Tax Revenues prior to the issuance of such Series of Bonds. In addition, the
foregoing requirements shall not preclude the Agency from issuing subordinate bonds or other obligations
payable fi'Om any lawfully available source of funds (including Tax Revenues) or from issuing bonds or other
obligations payable from Housing Tax Revenues.

TAX ALLOCATION 'FINANCING AND LIMITATIONS ON RECEIPT OF TAX INCREMENT

Introduction

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

The California Lcgislature placed on the ballot for the November 1988, general election Proposition No.
87 (Assembly Constitutional Amendment No. 56) pertaining to allocation of tax increment revenues. This
measure, which was approved by the electorate, authorized the Legislature to cause tax increment revenues
attributable to certain increases in tax rates occurring after January I, 1989 to be allocated to the entities on
whose behalf such increased tax rates are levied rather than to the applicable redevelopment agency, as would
have been the case under prior law. The measure applies to tax rates levied to pay principal of and interest on
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general obligation bonds approved by the voters on or after January I, 1989. Assembly Bill 89 (Statutes of
1989, Chapter 250), which implements this Constitutional Amendment, became effective on January I, 1990.
The projection of Tax Increment Revenues to be allocated to the Agency assumes a 1% property tax rate as set
forth in "APPENDIX A - FISCAL CONSULTANT REPORT."

Property Tax Limitations - Proposition 13

Gelleral. On June 6, 1978, California voters approved Proposition 13, which added Article XIIIA to the
California Constitution ("Article XIlIA"). Article XIIIA limits the amount of any ad valorem tax on real
property to I % of the full cash value thereof, except that additional ad valorem taxes may be levied to pay debt
service on indebtedness approved by the voters prior to October I, 1978 and (as a result of an amendment to
Article XIIIA approved by California voters on June 3, 1986) on bonded indebtedness for the acquisition or
improvement ofreaJ property which has been approved on or after October I, 1978 by the voters voting on such
indebtedness. Article XIlIA defines full cash value to mean "the county assessor's valuation of real property as
shown on the 1975/76 tax bill under 'full cash value,' or thereafter, the appraised value of real property when
purchased, newly constructed, or a change in ownership has occurred after the 1975 assessment." This full cash
value may be increased from year to year by the lesser of the inflationary rate and two percent.

Article XIIIA also permits the reduction of the "full cash value" base in the event of declining property
values caused by reduction in the consumer price index, damage, destruction or other factors, to providc that
there would be no increase in the "full cash value" base in the event of reconstruction of property damaged or
destroyed in a disaster and in various other minor or technical ways.

The Agency has no power to levy and collect taxes. Any further reduction in the tax rate or the
implementation of any constitutional or legislative property tax de-emphasis will reduce Tax Revenues, and,
accordingly, would have an adverse impact on the ability of the Agency to pay debt service on the 2010 Bonds.

[mplemelltillg Legislatioll. Legislation has been enacted and amended a number of times since 1978 to
implement A11icle XIIIA. Under current law, local agencies are no longer permitted to levy directly any
property tax (except to pay voter-approved indebtedness). The 1% property tax is automatically levied by the
county and distributed according to a formula among taxing agencies. The formula apportions the tax roughly
in proportion to the relative shares of taxes levied priorto 1978.

Increases of assessed valuation resulting from reappraisals of property due to new construction, change
in ownership or from the 2% annual adjustment are allocated among the various jurisdictions in the "taxing
area" based upon their respective "situs." Any such allocation made to a local agency continues as pm1 of its
allocation in future years.

Beginning in the 1981/82 fiscal year, assessors in California no longer record propel1y values on tax
rolls at the assessed value of 25% of market value, which was expressed as $4.00 per $100 of assessed value.
All taxable propel1y is now shown at full market value on the tax rolls. Consequently, the tax rate is expressed
as $1.00 per $100 of taxable value. All taxable property value included in this Official Statement is shown at
100% of market value (unless noted differently) and all tax rates reflect the $1 per $100 of taxable value.

Appropriations Limitations - Gann Initiative

On November 6, 1979, California voters approved Proposition 4, the so-called Gann 1nitiative, which
added Article XIIlB to the California Constitution. The principal effect of Article XIIlB is to limit the ammal
appropriations of the State and any city, county, school district, authority or other political subdivision of the
State to the level of appropriations for the prior fiscal year, as adjusted for changes in the cost of living,
population and services rendered by the government entity.

Effective November 30, 1980, the California Legislature added Section 33678 to the Redevelopment
Law which provides that the allocation of taxes to a redevelopment agency for the purpose of paying principal
of, or interest on, loans, advances, or indebtedness shall not be deemed the receipt by such agency of proceeds
of taxes levied by or on behalf of the agency within the meaning of Article XIIlB, nor shall such portion of taxes
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be deemed receipt of taxes by, or an appropriation subject to the limitation of, any other public body within the
meaning or for the purpose of the Constitution and laws of the State, including Section 33678 of the
Redevelopment Law.

Proposition 218

On November 5, 1996, California voters approved Proposition 218-Voter Approval for Local
Government Taxes-Limitation on Fees, Assessments, and Charges-Initiative Constitutional Amendment.
Proposition 218 added Articles XIIIC and XIIID to the California Constitution, imposing certain vote
requirements and other limitations on the imposition of new or increased taxes, assessments and property-related
fees and charges. Tax Revenues securing the Series 2010 Bonds are derived from property taxes which are
outside the scope of taxes, assessments and property-related fees and charges which were limited by Proposition
218.

SB211

The California Legislature enacted SB211, Chapter 741, Statutes 2001, effective January I, 2002
("SB211"). SB211 provides, among other things, that at anytime after January I, 2002 the time limitation on
incUlTing indebtedness contained in a redevelopment plan adopted prior to January I, 1994 may be deleted by
ordinance of the legislative body. However, such deletion will trigger statutory tax sharing with those taxing
entities that do not have tax sharing, or pass-through, agreements. Tax sharing will be calculated based on the
increase in assessed valuation after the year in which the limitation would otherwise have become effective.

SB211 also authorizes the amendment of a redevelopment plan adopted prior to January I, 1994, in
order to extend for not more than 10 years the effectiveness of the redevelopment plan and the time to receive
tax increment revenues and to pay indebtedness. Any such extension must meet certain specified requirements,
including the requirement that the redevelopment agency establish the existence of both physical and economic
blight within a specified geographical area of the redevelopment project and that any additional tax increment
revenues received by the redevelopment agency because of the extension be used solely within the designated
blighted area. SB211 authorizes any affected taxing entity, the State Department of Finance, or the State
Department of Housing and Community Development to request the Attorney General to participate in the
proceedings to effect such extensions. It also would authorize the Attorney General to bring a civil action to
challenge the validity of the proposed extensions.

SB211 also prescribes additional requirements that a redcvelopment agency would have to meet upon
extending the time limit on the effectiveness of a redevelopment plan, including requiring an increased
percentage of new and substantially rehabilitated dwelling units to be available at affordable housing cost to
persons and families of low or moderate income prior to the termination of the effectiveness of the plan.

The City has not adopted any ordinance pursnant to SB211 eliminating the time limit on incurring
indebtedness from the City Heights Redevelopment Plan.

AB 1389 Payments

On September 24, 2008, the State enacted a budget for Fiscal Year 2008-09 that includes, among other
things, the provisions of a bill known as AB 1389. AB 1389 requires redevelopment agencies, under certain
circumstances, to submit reports to the office of the county auditor in the county in which they are located.
These reports are required to include calculations of the tax increment revenues that redevelopment agencies
have received and payments that redevelopment agencies have madc pursuant to pass-through agreements with
taxing entities and statutory pass-through requirements. County auditors are required to review the reports and,
if they concur, issue a finding of concurrence. The State Controller is required to review such reports and
submit a report to the Legislative Analyst's office and the Department of Finance identifying redevelopment
agencies for which county auditors had not issued a finding of concurrence or are otherwise not in compliance
with provisions of AB 1389. AB 1389 includes penalties for any redevelopment agency listed on the most
recent State Controller's report, including a prohibition on issuing bonds or other obligations until the listed
agency is removed from the State Controller's report.
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The Agency filed the required reports with the County Auditor-Controller, and the Agency received
notification from the Auditor-Controller at the County to the effect that it concurs with the infonnation
contained in the Agency's calculation. The 2008 Report of the State Controller concurred with the Agency's
report. As of May 2010, the State Controller's office has not issued the 2009 report.

Unitary Property

AB 2890 (Statutes of 1986, Chapter 1457) provides that, commencing with the fiscal year 1988/89,
assessed value derived from State-assessed unitary property (consisting mostly of operational property owned
by utility companies and herein defined as "Unitaly Property") is to be allocated county-wide as follows: (i)
each tax rate area will receive the same amount from each assessed utility received in the previous fiscal year
unless the applicable county-wide values are insufficient to do so, in which case values will be allocated to each
tax rate area on a pro-rata basis; and (ii) if values to be allocated al'e greater than in the previous fiscal year, each
tax rate area will receive a pro-rata share of the increase from each assessed utility according to a specified
fonnula. Additionally, the lien date on State-assessed property has been changed to January 1. Railroad
property will continue to be assessed and revenues allocated to all tax rate areas where the railroad property is
sited.

Special Subventions

Annual subventions from the State, commonly referred to as Special Subventions, have been a source of
revenues for redevelopment projects of many redevelopment agencies. However, to qualify for these Special
Subventions the project area must have been in existence prior to the 1980/81 fiscal year. The City Heights
Redevelopment Project was fonned after the 1980/81 fiscal year and has therefore never received Special
Subventions from the State.

Property Tax Collection Procedures

Classifications. In California, property which is subject to ad valorem taxes is classified as "secured" or
"unsecured." Secured and unsecured property are entered on separate parts of the assessment roll maintained by
the county assessor. The secured classification includes property on which any property tax levied by the
County becomes a lien on that property sufficient, in the opinion of the county assessor, to secure payment of
the taxes. Every tax which becomes a lien on secured propeliy has priority over all other liens on the secured
property, regardiess of the time of the creation of other liens. A tax levied on unsecured property does not
become a lien against the taxes on unsecured property, but may become a lien on certain other property owned
by the taxpayer.

Collections. The method of collecting delinquent taxes is substantially different for the two
classifications of property. The taxing authority has four ways of collecting unsecured property taxes in the
absence of timely payment by the taxpayer: (l) a civil action against the taxpayer; (2) filing a certificate in the
office of the county clerk specifying certain facts in order to obtain a judgment lien on certain property of the
taxpayer; (3) filing a certificate of delinquency for record in the county recorder's office, in order to obtain a lien
on certain property of the taxpayer; and (4) seizure and sale of the personal property, improvements or
possessory interests belonging or assessed to the assessee. The exclusive means of enforcing the payment of
delinquent taxes with respect to propeliy on the secured roll is the sale of property securing the taxes to the State
for the amount of taxes which al'e delinquent. A 10% penalty is added to delinquent taxes which have been
levied with respect to property on the secured roll. In addition, property on the secured roll on which taxes are
delinquent is declared in default on or about June 30 of the fiscal year. Such property may thereafter be
redeemed by payment of the delinquent taxes and a delinquency penalty, plus a redemption penalty of 1.5% per
month to the time of redemption and a $15 Redemption Fee. If taxes are unpaid for a period of five years or
more, the propeJiy is recorded in a "Power to Sell" status and is subject to sale by the county tax collector. A
10% penalty also applies to the delinquent taxes on property on the unsecured roll, and fmiher, an additional
penalty of 1-1/2% per month accrues with respect to such taxes beginning the first day of the third month
following the delinquency date.
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The valuation of property is determined as of January I each year and equal installments of taxes levied
upon secured property became delinquent on the following December 10 and April 10. Taxes on unsecured
property are due January 1. Unsecured taxes eurolled by July 31, if unpaid, are delinquent August 31 at 5:00
p.m. and are subject to penalty; unsecured taxes added to roll after July 31, if unpaid, are delinquent on the last
day of the month succeeding the month of enrollment.

Supplemeutal Assessments. A bill enacted in 1983, SB 813 (Statutes of 1983, Chapter 498), provides
for the supplemental assessment and taxation of property as of the occurrence of a change in ownership or
completion of new construction. Previously, statutes enabled the assessment of such changes only as of the next
tax lien date following the change and thus delayed the realization of increased property taxes from the new
assessments for up to 14 months. As enacted, Chapter 498 provided increased revenue to redevelopment
agcncies to the extent that supplemental assessments as a result of new construction or changes of ownership
occur within the boundaries of redevelopment projects subsequent to the tax lien date. To the extent such
supplemental assessments occur within the Project Area, Tax Revenues may increase.

Property Tax Administrative Costs. hl 1990, the Legislature enacted SB 2557 (Chapter 466, Statutes of
1990) which allows counties to charge for the cost of assessing, collecting and allocating property tax revenues
to local government jurisdictions on a prorated basis. It has been the practice of most Califomia counties,
including San Diego County, to reduce an agency's tax increments or bill an agency for their pro rata share of
property tax administration costs. The amount anticipated to be charged by the County from fiscal year 200911 0
Tax Increment Revenues for the City Heights Redevelopment Project for this purpose and allocated to City
Heights is $127,302.

Certification of Agency Indebtedness

Section 33675 of the Redevelopment Law provides for the filing by redevelopment agencies not later
than the first day of October of each year with the county auditor of a statement of indebtedness certified by the

. chief fiscal officer of the agency for each redevelopment project which receives tax increment. The statement of
indebtedness is required to contain the date on which any bonds were delivered, the principal amount, term,
purpose, interest rate and total interest payable on such bonds, the principal and interest due in the fiscal year on
such bonds and the outstanding balance and amount due on such bonds. Similar information must be given for
each loan, advance or indebtedncss that thc agency has incurrcd or entered into to be payable from tax
increment.

Section 33675 also provides that the county auditor is limited in payment of tax increment to the agency
to the amounts shown on the agency's statement of indebtedness less the "available revenues" as of the end of
the previous fiscal ycar. The section further provides that the statement of indebtedness is prima facie evidence
of thc indebtedness of the agency, but that the county auditor may dispute tbe amount of indebtedness shown on
the statement in certain cases. Provision is made for time limits under which the dispute can be made by the
county auditor as well as provisions for determination by the Superior Court in a declaratory relief action of the
proper disposition of the matter. Tbe issue in any such action shall involve only the amount of the indebtedness
and not the validity of any eontract or debt instrument, or any expenditures pursuant thereto. An exception is
made for payments to a public agency in connection with payments by such public agency pursuant to a bond
issue which shall not be disputed in any action under the section. TI,e 2010 Bonds should be entitled to the
protection of that portion of the statute so that they cannot be disputed by the county auditor.

Low and Moderate Income Housing Fund

The Redevelopment Law requires that, except under certain circumstances, redevelopment agencies set
aside 20% of all gross tax increment revenues derived from redevelopment project areas into a low and
moderate income housing fund, to be used for the purpose of increasing, improving andlor preserving the
community's supply of low and moderate income housing. The Housing Set-Aside Anlounts are not pledged to
and are not available to pay debt service on Agency obligations, unless and to the cxtent the proceeds of such
obligations are deposited in the Low and Moderate Income Housing Fund of the Agency. The Housing Set
Aside Amounts do not secure payment of debt service on the 2010 Bonds.

17



Future Initiatives

Proposition 13, Proposition 4 (Gaml Initiative) and certain other propositions affecting property tax
levies were each adopted as measures which qualified for the ballot pursuant to Califomia's initiative process.
From time to time other initiative measures could be adopted, further affecting Agency revenues or the
Agency's ability to expend revenues.

THE REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO

General

The Redevelopment Agency of the City of San Diego was created by the City Council in 1958 to
alleviate conditions of urban blight in designated areas of the City. The Agency's scope and authority stem from
the State of Califomia's Health and Safety Code (Section 33000 et seq.), also known as the Califomia
Community Redevelopment Law. The law outlines procedures to detennine what development, reconstruction,
and rehabilitation are needed and desirable. It also defines the financial tools, legal authority, and citizen
participation necessary to successfully implement adopted redevelopment plans. The law is designed to promote
an improved and safer neighborhood enviroillllent and a restoration of community pride.

Redevelopment activities in the Redevelopment Agency's 17 Project Areas are carried out by the City's
Redevelopment Division and two non-profit public corporations: Centre City Development Corporation and
Southeastem Economic Development Corporation. These Project Areas, located in various parts of the City,
encompass more than 10,233 acres. Several major projects and programs in these areas are catalysts for further
development.

The Redevelopment Division of the City of San Diego's City Planning and Community Investment
Depaltment administers an affordable housing program alld 11 of the Redevelopment Agency's 17 Project
Areas, encompassing approximately 7,633 acres:

• Barrio Logan
• City Heights
• College Community
• College Grove

• Crossroads
• Grantville
• Linda Vista
• Naval Training Center
• North Bay
• Nortb Park
• San Ysidro

The Centre City Development Corporation (CCDC) was established in 1975 by the City Council to
carry out redevelopment activities in Downtown San Diego. CCDC has a seven-member board of directors and
a staff to implement programs in its Project Areas comprising approximately 1,450 acres. CCDC administers
two redevelopment Project Areas:

• .Centre City (Core/Columbia, Cortez, East Village, Gaslamp Quarter, Little Italy, Marina)
• HOlton Plaza

The Southeastem Economic Development Corporation (SEDC) was established by the City Council in
1981 to carry out redevelopment in southeastem San Diego. SEDC has a nine-member board of directors and a
staff to implement progralllS in its Project Areas that comprise approximately 1,150 acres. SEDC administers
four redevelopment Project Areas and one Study Area:

• Central Imperial
• Gateway Center West
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• Mount Hope
• Southcrest
• Dells Imperial Study Area

Agency Administration

The Redevelopment Agency is a separate legal entity, with the City Council serving as its Board. The
City Council President chairs the Board, the Mayor is the Executive Director, and the City Attorney serves as
General Counsel. The Redevclopment Division of the City Planning & Community Investment Department
serves as staff to the Agency per an operating agreement by and between the City and Agency.

BOARD OF DIRECTORS

Member

Ben Hueso, District 8
Kevin Faulconer, District 2
Sherr! Lightner, District 1
Todd Gloria, District 3
Tony Young, District 4
Carl DeMaio, District 5
Donna Frye, District 6
Marti Emerald, District 7

Position

Chairperson
Chair Pro l'em
Board Member
Board Member
Board Member
Board Member
Board Member
Board Member

OFFICIALS

Term Expires

December 2010
December 2010
December 2012
December 2012
December 2010
December 2012
December 2010
December 2012

Jeny Sanders, Executive Director
Jan Goldsmith, Agency Counsel
William Anderson, Assistant Executive Director
Janice L. Weimick, Deputy Executive Director
Gail R. Granewieh, Treasurer
Elizabeth Maland, Secretary
Mary Lewis, ChicjFinancial Officer, City ofSan Diego

Rcdevelopment Division staff coordinates Agency-wide budget and reporting activities, prepares the
Redevelopment Agency Board Docket, maintains the Agency's official records, and administers eight Project
Area Committees that advise the Agency on the adoption and implementation of redevelopment plans,
programs, and projects.

Redevelopment Division staff also coordinates with the CCDC and SEDC, concerning items of Agency
wide bearing or items requiring Agency Board action. However, day-to-day administration of these corporations
and their assigned Project Areas and associated projects and programs is handled by their respective corporate
staff, management team, and board per separate operating agreements by and between the Agency and the
corporations.

The Redevelopment Agency's 17 redevelopment Project Areas and one Study Area encompass more
than 10,233 acres.

Statement of Indebtedness

Under the Redevelopment Law, the Agency must file with the County Auditor a statement of
indebtedness for each Project Area by October 1 of each year. As described below, the statement of
indebtedness controls the amount of tax increment revenue that will be paid to the Agency in each fiscal year.

Each statement of indebtedness is filed on a fonn prescribed by the State Controller and specifies,
among other things: (i) the total amount of principal and interest payable on all loans, advances or indebtedness
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(including the Bonds and other Agency debt the "Debt"), both over the life of the Debt and for the current fiscal
year, and (ii) the amount of "available revenue" as of the end of the previous fiscal year.

"Available Revenue" is calculated by subtracting the total payments on Debt during the previous fiscal
year from the total revenues (both tax increment revenues and other revenues) received during the previous
fiscal year, plus any carry-forward from the prior fiscal year. Available Revenue includes amounts held by the
Agency and irrevocably pledged to the payment of Debt other than amounts set aside for low- and moderate
income housing.

The County Auditor may only pay tax increment revenue to the Agency in any fiscal year to the extent
that the total remaining principal and interest on all Debt exceeds the amount of available revenues as shown on
the statement of indebtedness.

The statement of indebtedness constitutes prima facie evidence of the indebtedness of the Agency;
however, the County Auditor may dispute the statement of indebtedness in certain cases. Section 33675 of the
Redevelopment Law provides for certain time limits controlling any dispute of the state of indebtedness, and
allows for Superior Court determination of such dispute if it cannot be resolved by the Agency and the County.
Any such action may only challenge the amount of the Debt as shown on the statement, and not the validity of
any debt or its related contract or expenditures. No challenge can be made to payments to a trustee in
connection with a bond issue or payments to a public agency in connection with payments by that public agency
with respect to a lease or bond issue.

The Agency's October I, 2009 Statement of Indebtedness included outstanding obligations sufficient to
collect all of the tax increment currently generated in the Redevelopmcnt Project Areas for fiscal year 2009-10.
The Agency expects that its future Statements of Indebtedness will also include outstanding obligations
sufficient to collect all of the tax increment generated in the Redevelopment Project Areas during the applicable
fiscal year.

THE REDEVELOPMENT PROJECT AREA

General

The City Heights Redevelopment Project includes portions of the City Heights, Normal Heights,
Kensington, and Talmadge Planning Areas - encompassing a total of 1,984 acres. The City Heights
Redevelopment Project focuses on promoting new construction, revitalization, and upgrading of residcntial
commercial, office and public properties and facilities. The centerpiece of the City Heights Redevelopment
Project is the City Heights Urban Village, a public/private partnership effort that encompasses eight city blocks.
Other focus areas include the Interstate 15 Conidor and the University Avenue and EI Cajon Boulevard
commercial corridors. The City Heights Redevelopment Project is bounded by Home and Euclid Avenucs and
54th Street to the east, Meade and Momoe Avenues to the north, Home Avenue to the south, and Interstate 805
to the west. Land uses in the City Heights Redevelopment Project include residential, commercial, industrial,
institutional facilities, open space/park, vacant and public right of way.

The Redevelopment Plan was adopted in 1992 and amended four times since its original adoption. The
following table shows the history of the Redevelopment Plan adoption and the subsequent amendmcnts to the
Redevelopment Plan.
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Action

Original Adoption

Amendment I

Amendment 2

Amendment 3

Amendment 4

TABLE 1
CITY HEIGHTS REDEVELOPMENT PLAN

REDEVELOPMENT PLAN HISTORY

Ordinance No. Date Pnrpose

0-17768 May II, 1992 Establish City Heights Redevelopment Project
and adopt Plan

0-18120 November 28,1994 Amended the time limits for effectiveness of the
Redevelopment and the last date on which to
receive tax increment

0-18291 April 16, 1996 Deleted territOly from the City Heights
Redevelopment Project, removed eminent
domain restrictions on specified properties,
changed the land use categories of certain
parcels and increased the limitation on bonded
indebtedness

0-18881 November 14, 2000 Redefined land uses within the City Heights
Redevelopment Project and removed eminent
domain restrictions on specified properties

0-19510 July 18, 2006 Extended the effectiveness of the
Redevelopment Plan and the last date to receive
tax increment revenues by one year.

At this time, the Agency does not have any amendments in process.

Provisions of the Redevelopment Law and the Redevelopment Plan establish various time limits for
undertaking redevelopment activities and for repaying debt inculTed to finance redevelopment projects. These
time limits for the City Heights Redevelopment Project are set forth in the table below.

Redevelopment Plan Limitations

AB 1290. In 1993, the California Legislature made significant changes in the Redevelopment Law by
the adoption of AB 1290, Chapter 942, statutes of 1993 CAB 1290"). Among the ehanges to the
Redevelopment Law accomplished by the enactment of AB 1290 was a provision which limits the period of
time for inculTing and repaying loans, advanced and indebtedness which are payable from tax increment
revenues. AB 1290 further required that any redevelopment plan that either did not contain the appropriate
limitation or that contained limitations longer than pernlitted by AB 1290 must be amended by the applicable
legislative body.

SB 211. The California Legislature enacted SB 211, Chapter 741, Statutes 2001, effective January I,
2002 ("SB 211 "). SB 211 provides, among other things, that the limitatiou on incurring indebtedness contained
in a redevelopment plan adopted prior to January I, 1994, may be deleted by ordinance of the legislative body.
For a complete discussion of SB 211, see "TAX ALLOCATION FINANCING AND LIMITATIONS ON
RECEIPT OF TAX INCREMENT - SB 211."

SB 1045. The California Legislature enacted Senate Bill 1045, Chapter 260, Statutes 2003, effective
September I, 2003 ("SB 1045"). SB 1045 provides, among other things, that Redevelopment Plans may be
amended to add one year to the effectiveness of the Redevelopment Plans and one year to the period for
collection of tax increment revenues and the repayment of debt.
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Pursuant to the authorization contained in SB 1045, the City Council adopted an ordinance for the City
Heights Redevelopment Project as described above, extending by one year the date of effectiveness of the
Redevelopment Plan and the time allowed to pay indebtedness or receive property taxes.

SB 1096. The Legislature adopted Senate Bill 1096, Chapter 211, Statutes of 2004, ("SB 1096"),
authorizing extension of the effectiveness of redevelopment plans for an additional two years for those
redevelopment plans with 20 years or less remaining. The City Heights Redevelopment Plan has more than 20
years remaining.

Provisions Relating to Cumulative Tax Increment Limits. To address the potential risk to the
Agency's ability to pay debt service on the 2010 Bonds associated with the cumulative tax increment applicable
to the City Heights Redevelopment Project, the Ageney has covenanted in the Indenture to almually review the
total amount of Tax Revenues rcmaining available to be received by the Agency under the cumulative tax
increment limit in the City Heights Redevelopment Project. The Agency has currently received $75,400,035 in
tax increment revenues for the City Heights Redevelopment Projeet.

CITY HEIGHTS REDEVELOPMENT PROJECT
REDEVELOPMENT PLAN LIMITATIONS

Plan Life
Last Date to Incur Debt
Last Date to Repay Debt
Last Date to Receive Tax Increment
Limit on Outstanding Bonded Indebtedness
Limit on Receipt of Tax Inerement
Limitation on Use of Eminent Domain

May 11, 2033
May 11, 2012
May 11, 2043
May 11, 2043
$160,000,000
$713,000,000
November 27,2012

The Agency currently may not receive, and may not repay indebtedness with the proceeds from property
taxes received pursuant to Section 33670 of the Redevelopment Law and the Redevelopment Plan, beyond the
respective dates for the City Heights Redevelopment Project indicated in the table above, except to repay debt to
be paid from the Low and Moderate Ineome Housing Fund established pursuant to Section 33334.3 of the
Redevelopment Law and the Redevelopment Plan, or debt established in order to fulfill the Ageney's
obligations under Seetion 33413 of the Redevelopment Law and the Redevelopment Plan, or certain refunding
debt. Immediately following the issuance of the 2010 Bonds, the Ageney will have $ of bonded
indebtedness outstanding for the City Heights Redevelopment Project.

Parity Bonds Outstanding

The Agency has other bonds and obligations ontstanding which are payable from tax increment not
related to housing. Such bonds inelude the Ageney's City Heights Redevelopment Project Tax Allocation
Bonds, Series 1999A, dated April 1, 1999 in the initial principal amount of$5,690,000, ofwhieh $4,915,000 are
outstanding (the "1999 A Bonds"), and City Heights Redevelopment Project Tax Allocation Bonds, Series 1999
B, dated April 1, 1999, as eapital appreeiation bonds in the initial principal alllount of $10,141,000, of whieh
$8,593,691 in initial value remains outstanding (the "1999 B Bonds" and together with the 1999 A Bonds, the
"1999 Bonds"). As of June 30, 2010, the acereted value of the 1999 B Bonds is $16,988,336.

Other Outstanding Obligations of the City Heights Redevelopment Project

The Agency currently has certain outstanding bonds iliat have a lien on Housing Tax Revenues. These
Bonds include the Agency's City Heights Redevelopment Project 2003 Housing Set-Aside Tax Allocation
Bonds, Series 2003 A (Taxable), issued on December 17, 2003 in the initial prineipal amount of $4,955,000 of
which $4,955,000 remain outstanding and the Agency's City Heights Redevelopment Projeet 2003 Housing Set
Aside Tax Allocation Bonds, Series 2003 B (Tax-Exempt), issued on December 17, 2003 in the initial principal
amount of $865,000, of which $335,000 are outstanding as of June 30, 2010 (together the "City Heights 2003
Senior Bonds"). The Ageney used 100% of the proeeeds of the City Heights Senior Bonds for housing
purposes.
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Additionally, the Agency is issuing its $ Housing Set-Aside Tax Allocation Bonds Series
20l0A Taxahle (the "Housing Bonds"), a pOliion of which are payable from the City Heights Redevelopment
Project Low and Moderate Income Housing Fund on a basis subordinate to the City Heights Senior Bonds.

On July 26, 2007, and as amended in July, 2010, the Agency entered into two Credit Agreements with
San Diego National Bank, which provided for: 1) a $20,000,000 line of credit to the Agency, with repayment
secured by a pledge by the Agency of non-housing tax increment revenues from the City Heights
Redevelopment Project; and 2) an $11,000,000 line of credit to the Agency, with repayment secured by a pledge
by the Agency of housing tax increment revenues from the City Heights Redevelopment Project. The lines of
credit each had a term of three-years, and required quarterly interest payments beginning October 5,2007. The
Agency has drawn $2,011,123 from the non-housing line of credit, and has used the funds to pay for costs
related to the acquisition of a commercial building located at 4102-4122 University Avenue. The Agency
anticipates that this line of credit will be paid in full with 20l0B Bonds. The Agency has drawn $4,153,000
from the housing line of credit and has used the funds to assist with the costs of acquisition and rehabilitation of
the Village Green affordable apmtment project in the Crossroads Redevelopment Project and the Verbena
affordable housing project in the San Ysidro Redevelopment Project. The Agency anticipates that the lines of
credit will be paid in full with concurrent bond issues, payable from non-housing tax increment with respect to
the $20 million line of credit and from housing tax increment with respect to the $11 million line of credit.

On May 16, 2000, the Agency entered into a Disposition and Development Agreement (the "DDA")
with San Diego Revitalization Corporation (the "Developer") for the development of approximately 3.24 acres
of land (the "Site") in the City Heights Redevelopment Project. Pursuant to the DDA, the Agency has a loan
obligation of $1,606,715 outstanding as of June 30, 2010 as evidenced by a Promissory Note dated April 1,
2001, assigned to the Agency pursuant to an Assignment of Promissory Note dated March 23, 2002, and
amended pursuant to an mnendment of Promissory Note, dated July 10, 2003, for the City Heights Urban
Village Town Homes and Office Project. The Agency will use a portion of the proceeds of the Housing Bonds
to fully pay the Developer the Note when due under the requirements of the DDA.

On May 3, 2005, the Agency entered into a Disposition and Development Agreement (the "DDA") with
City Heights Realty, LLC, as successor in interest to San Diego Revitalization Corporation (the "Developer")
for the development of approximately lAO acres of land (the "Site") in the Redevelopment Project. Pursuant to
the DDA, the Agency has a loan ohligation of $2,280,000 as evidenced by a Promissory Note dated May 10,
2005, for the City Heights Square Project. The aJl10unt which remains outstanding is $1,694,411 as of June 30,
2010. The Agency expects to use a portion of the proceeds of the 20l0B Bonds to fully pay the Developer the
Note when due under the requirements of the DDA.

CDBG Related Agency Debt to the City. In 2008, the Office of Inspector General (OIG) of the U.S.
Department of Housing and Urban Development (HUD) audited the City's Community Development Block
Grant (CDBG) program and issued an audit report to HUD which recommended that the City initiate repayment
plans for CDBG loans to the Agency. City and Agency staff worked with HUD representatives over the past
year to develop a plan to address the OlG's findings and have agreed upon a 10 year schedule of repayment to
the San Diego CDBG Program. A February 2010 report to the Redevelopment Agency Board and the City
Council recommended that staff be directed to prepare a CDBG Loan Repayment Agreement between the
Agency and the City for future Board and City Council consideration. It was also recommended that the terms
of the proposed Repayment Agreement include provisions, among others: 1) that all repayments made by the
Agency pursuant to the Repayment Agreement and all obligations and any indebtedness of the Agency to the
City created by the Repayment Agreement shall be subordinate to any pledge of tax increment to bond holders
of any tax allocation bonds which have been or may be issued by the Agency; and 2) that repayments by the
Agency may be made using tax increment funds, land proceeds, or other revenues of the Agency. On .Tune 21,
2010 the Agency Board and City Council approved the CDBG Loan Repayment Agreement with the
recommended provisions. The City Heights Redevelopment Project's share ofCDBG related debt to the City as
of June 30, 2009 is $4.57 million ($2.14 million principal and $2043 million interest).

Non-CDBG Related Agency Debt to the City. The Agency also has $40 million in non-CDBG related
debt to the City equal to approximately $20 million of principal and $20 million accrued interest as of .Tune 30,
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2009. The City Heights Redevelopment Project's share of non-CDBG related debt is $11,348,955 ($6,424,040
principal and $4,924,915 interest).

Land Use in the City Heights Redevelopment Project

The largest use of land in the City Heights Redevelopment Project in temlS of assessed value is
residential. The table below shows the land use in the City Heights Redevelopment Project, based on fiscal year
2009-2010 assessed valuation.

TABLE 2
CITY HEIGHTS REDEVELOPMENT PROJECT

Assessed Value by Land Use
Fiscal Year 2009-10

Secured Total Net % of Total
Land Use(l) No. of Parcels(l) Assessed Value(2) Net Assessed Value

Residential Property
Vacant Residential 176 $ 8,698,997 0.41%
Single-Family Residential 3,582 542,231,690 25.58%
Mnlti-Family Residential 4,669 1,206,234,366 56.92%
Miscellaneous __6 605,639 0.03%

Subtotal 8,433 $1,757,770,692 82.94%

Commercial Property
Office Space 399 167,814,006 7.92%
Retail 90 111,171,252 5.25%
Vacant Land 72 11,956,766 0.56%
Other Uses -.lQQ 46,308,870 2.19%

Subtotal 661 $337,250,894 15.91 %

Industrial Property 57 16,323,025 0.77%
Institutional Property 44 5,276,238 0.25%
Recreational Property 3 1,669,842 0.08%
Miscellaneous Use __2 1,054.089 0.05%

Total 9,200 $2,119,344,780 100.00%

Source: Fiscal Cousultant's Report, Appendix A.
OJ lucludes parcels with a net assessed value equal to $0. Excludes parcels owned by public agencies based on final FY

2009-10 Assessor's Roll.
(2) Based on final FY 2009-2010 Assessor's Roll.
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Historic Assessed Valuation

The table below sbows a six year history of assessed valuation in the City Heights Redevelopment
Project. The base year assessed valuation for the City Heights Redevelopment Project is $1,005,885,605.

TABLE 3
CITY HEIGHTS REDEVELOPMENT PROJECT

Historic Assessed Valuation

FY 2004-2005 FY 2005-2006 FY 2006-2007 FY 2007-2008 FY 2008-2009 FY 2009-2010
Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value

Secured Values(I)
Land $ 808,186,825 $ 954,331,852 $1,098,624,619 $1,237,439,530 $1,277,126,102 $1,126,605,838
Improvement 935,496,965 1,034,147,857 1,135,797,730 1,181,724,885 1,225,944,644 1,155,644,029
Personal Property 967,570 898,966 779,701 787,089 895,436 244.746
Gross Value $1,744,651,360 $1,989,378,675 $2,235,202,050 $2,419,951,504 $2,503,966,182 $2,282,494,613
Less Exemptions (72.662,714) (78,152,984) (90,345.158) (101.794,576) (117,477.669) (139,471,633)
Total Secured $1,671,988,646 $1,911,225,691 $2,144,856,892 $2,318,156,928 $2,386,488,513 $2,143,022,980

Unsecured Valnes(2)
Land 0 0 0 0 0 0
Improvement $ 8,203,384 $ 12,627,198 $ 13,159,493 $ 11,458,780 $ 14,437,005 $ 13,917,524
Personal Property 18,107,114 18,957,365 19,416,317 21,017,336 20.775,942 20.065,147
Gross Value $ 26,310,498 $ 31,584,563 $ 32,575,810 $ 32,476,116 $ 35,212,947 $ 33,982,671
Less Exemptions (1,016,459) (3,554.007) (4.763.345) (3,492.98]) (6,015.024) (5.526,336)
Total Unsecured $ 25,294,039 $ 28,030,556 $ 27,812,465 $ 28,983,135 $ 29,197,923 $ 28,456,335

Total Secured and Unsecured $1,697,282,685 $1,939,256,247 $2,172,669,357 $2,347,140,063 $2,415,686,436 $2,171,479,315
Percentage Change in Total Value 14.26% 12.04% 8.03% 2.92% -10.11%

Incremental Value $687,477,067 $933,370,642 $1,166,783,752 $1,341,254,458 $1,409,800,831 $1,165,593,710
Percentage Change in Incremental
Value 43.10% 35.77% 25.01% 14.95% 5.11% -17.32%

Source: Fiscal Consultant's Report, Appendix A.
(I) Assessed values as of 1/1 of the initial year of each fiscal year (i.e. 1/1/09 for FY 2009-2010).
(2) Based on infonnation provided by the County of San Diego Auditor/Controller.
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Largest Taxpayers in City Heights Redevelopment Project

The following table shows the ten largest taxpayers m the City Heights Redevelopment Project by assessed
valuation based on the 2009-2010 tax roll.

TABLE 4
CITY HEIGHTS REDEVELOPMENT PROJECT

Top Ten Taxpayers
Fiscal Year 2009-10

Percent of Percent of
No. of Secured Total Net Secured Total Incremental

Owner Land Use ParceIs(l) Assessed Value(2) Net Value Value(2)
BR Workforce LLC Office/Store Buildings/Garage/Lot 2 $] 8,212,376 0.86% 1.56%
Urban Village Residential LLC Multi-Family Residential ] ]8,067,269 0.85% 1.55%
American Stores Co LLC(3) Grocery/Drug Store ~ Large Chain ] ]5,352,846 0.72% 1.32%
San Diego Ridge LLC(4) Multi-Family Residential ] ]2,886,354 0.61% 1.11%
City Heights Retail VillagerS) Community Shopping Center ] ]0,438,474 0.49% 0.90%
Pearson Ford Properties(6) Multi-Family Residential/Auto ]0 ]0,] 75,938 0.48% 0.87%

Sales/Service Agency!Auto Garage
Prickett Family Trust 11-9-95 Multi-Family Residential ]9 9,439,396 0.45% 0.81%
Blue Comer Capital LLC(7) Multi-Family Residential 3 7,639,633 0.36% 0.66%
San Diego Revitalization Corp. Office Buildings - Single-Family Residential 1 7,626,845 0.36% 0.65%
RTC-] LLC Auto Sales/Service Agency -l 7,353,QOO 0.35% 0.63%
Grand Total N/A 40 5117,192,131 5,53% 10.05%

(5)

(4)

(61

1'1

Source: Fiscal Consultant's Report, Appendix A
(I) Includes parcels with a net assessed value equal to $0. Excludes parcels owned by public agencies based on final FY 2009-10 Assessor's RolL
(2) Based on final FY 2009-2010 Assessor's Roll.
0) As shown in the Appeals section, American Stores Co LL.C contests that the value of its parcel should be reduced to $11,514,000. The appeal was filed under

the name Supervalu - AlbC1tsons and has not yet been resolved by the County, but DTA has assumed the appeal is resolved in favor of the applicant at a rate of
80%, of the contested value as described in the Appeals section. The reduced value is not shown above, but has been reflected in the tax increment projections
herein.
As shown in the Appeals section, San Diego Ridge LLC contested that the value of its parcel should be reduced to $8,376,130. The appeal was resolved with the
County reducing the value of the parcel to $9,500,000 after the FY 2009-10 Assessor's Roll was finalized on 111/2009. The reduced value is not shown above,
but has been reflected in the tax increment
A5 shown in the Appeals section, City Heights Retail Village contests that the value of its parcel should be reduced to $7,830,000. The appeal was filed under
the name Supervalu - Albelisons and has not yet been resolved by the County, but DTA has assumed the appeal is resolved in favor of the applicant at a rate of
80% of the contested value as described in the Appeals section. The reduced value is not shown above, but has been reflected in the tax increment projections
hel"ein.
As shown in the Appeals section, Pearson Ford Propelties contests that the value of one of its ten parcels should be reduced from the original value of $552,037
to $220,000. TIle appeal has not yet been resolved by the County, but DTA has assumed the appeal is resolved in favor of the applicant at a rate 01'80% of the
contested value as described in the Appeals section. TIle reduced value is not shown above, but has been reflected in the tax increment projections herein.
As shown in the Appeals section, Blue Comer Capital LLe contested that the value of its three parcels should be reduced to $4,250,000. The appeal was
resolved with the County with no reduction in value.
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Recent Activity in the City Heights Redevelopment Project

Euclid Tower - The Euclid Tower is one of the most visible structures within the community of City
Heights. The ornamental Tower stands 80 feet tall and sits atop a two-story commercial structure that was
originally built in 1932 as a drive-in soda fountain. In 1999, the Tower section began leaning dangerously and
was taken down for safety reasons. Restoration of the Tower was of pmiicular importance to the community,
which believed it would positively affect the neighborhood character. Community members recommended
restoring the Tower with the colorful public art fayade to represent the culturally rich and diverse community of
City Heights. Stanford Sign & Awning completed the Tower in 2009 based on the design by Richard Bundy of
ARCHITECTS Richard Bundy & David Thompson.

Talmadge Senior Village - Talmadge Senior Village, an attractive three-story mixed-use facility,
opened in October 2006. Located in the City Heights Redevelopment Project, the $18.6 million Talmadge
Senior Village project provides critically needed affordable housing oppOliunities to San Diego's senior citizens
as well as commercial and community recreation uses. Talmadge Senior Village replaces an older motel at 5252
El Cajon Boulevard and offers housing at rents affordable to vcry low income senior citizens. The development
is in close proximity to vital senior services, such as public transportation, grocery markets, park, medical
centers, and pharnlacies.

Auburn Park Apartments - Auburn Park Family Apmiments, a $20.4 million redevelopment project,
creates additional affordable housing for San Diegans and enhances the continued revitalization of City Heights.
Located on the southwest comer of University Avenue and 52nd Street, the 69-unit housing development is
designed for very low- and low-income families earning from 30 to 60 percent of the area median income. The
development offers 10 studios, 26 one-bedroom, 12 two-bedroom, and 21 tln'ee-bedroom units for individuals
and families that fall within the income guidelines. Two units serve as onsite management and maintenance staff
units. The project also provides a public park and enhanced open space area in the immediately adjacent Auburn
Creek. Construction was completed in December 2007.

City Heights Square Project - The City Heights Square master-planned redevelopment project is
comprised of four distinct but complementary components and is a result of a collaboration between the City of
San Diego, the Redevelopment Agency, private developers, and local non-profit corporations. The development
includes the City Heights Senior Housing Project (completed in August 2007), the La Maestra Community
Health Center (to be completed in July 2010), the City Heights Square Residential and Retail (under
construction to be completed in December 2011) and the City Pocket Park (design phase underway). Upon
completion, this master plmmed redevelopment project will provide a variety of community servicing amenities,
including commercial and retail space; affordable and market rate housing for seniors, individuals and families;
a medical clinic; and a 5,348-square-foot pocket park. Combined, the developments represent an investment of
more than $70 million in the City Heights community.

State Route 15 Improvemeuts - Until 1998, State Route 15 terminated in City Heights, routing heavy
traffic onto the local streets of the community. To address this issue, the State of California worked extensively
with the City of San Diego, local schools, Metropolitan Transit Service, and local community organizations to
design and install a depressed freeway through the Mid-City neighborhoods. This $150 million project included
the construction of a 2.2-mile freeway extension between Interstate 805 mld Adams Avenue, three new public
parks, including the four-acre Teralta Park, which sits on a lid over the submerged freeway, as well as extensive
architectural enhancements and community amenities. Four enhanced bridge decks were completed. The new
enhancements included retail and restroom buildings, decorativc bus shelters, trellises, Imldscaping, sound
attenuation walls, and public art.

Metro Center and Metro Villas - The City Heights Metro Center Project transformed a once blighted
property into a dynamic, mixed-use development that provides multiple benefits for the surrounding
neighborhood and the entire San Diego region. The $47 million project is located at the northwest comer of
University Avenue and State Route 15. The project includes both office and housing components, the Metro
Career Center and Metro Villas, respectively. The attractive four-story office building and 120 new affordable
family housing units feature ample structured parking and landscaped open space areas. The primary tenants in
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the office building are the San Diego Workforce Partnership, which provides comprehensive job training and
placement services for San Diego County and a charter school.

Regional Transportation Center - The Regional TranspOliation Center (RTC) is an innovative mixed
use project designed to introduce San Diego residents to the benefits of alternative fuel vehicles (AFVs). The
RTC signature architectural design transformed a formally blighted commercial comer of the City Heights
community into an impressive commercial and public service development. This $12.5 million facility was built
to include an education ccntcr, conventional and alternative fuel vehicle display, repair center, and fueling
station-combining non-profit educational and for-profit commercial components. The project houses several
other commercial and office uses in its upstairs leased space.

City Heights Urhan Village - The eight-block City Heights Urban Village is an award-winning master
planned redevelopment project in which multiple public and private uses coexist in a communal village setting.
Through the restoration of the City Heights commercial core and the establishment of this pedestrian-friendly
town square, the multi-phased Urban Village was completed in 2003 and is fundamentally changing the social
and physical environment of this diverse community. The individual components within the Urban Village
include: Mid-City Police Substation, Mid-City CommUllity Gynmasium, Rosa Parks Elementary School,
Weingart City Heights Librmy, City Heights Recreation Center, Mid-City Continuing Education Center, City
Heights Retail Center, Village Townhomes and Office Center, Performing Alis Center, Head Start Center, and a
community swimming pool. The development of the Urban Village represents a public and private investment
of over $137 million.

Appeals in the City Heights Redevelopment Project

There are currently 202 appeals for fiscal year 2009-2010 on record with the County for parcels in the
City Heights Redevelopment Project and 74 pending appeals for fiscal year 2008-2009, which, along with
resolved appeals not yet reflected in the assessment rolls, the fiscal consultant estimates could decrease the City
Heights Redevelopment Project value by approximately $69.6 million or 3.2% of project area assessed
valuation. Based on historic success rates, the Fiscal Consultant has estimated that the resolution of outstanding
appeals will result in 20% reduction of the contested value on these parcels, on average, for the City Heights
Redevelopment Project. In addition to appeals, the State Board of Equalization has notifed assessors that the
Consumer Price Index to be applied to the Fiscal Year 2010-2011 assessment roll is 0.997361, representing a
decrease of 0.237%. The chart below summarizes the overall reduction in assessed value and its impact on
incremental value.

2009-10 A.V. Reduction
2009-10 Incremental Value Reduction

Est. 2010-11 A.V. Reduction
Est. 2010-11 Incremental Value Reduction

Est. 2011-12 A.V. Reduction
Est. 2011-12 Incremental Value Reduction

Source: Fiscal Consultant's Rep0l1, Appendix A.

City Heights
-10%
-17%

-8%
-15%

-3%
-6%

See "BONDOWNERS' RISKS - Reduction to Assessed Values," herein. For specific infonnation
regarding pending and settled appeals in the City Heights Redevelopment Project, see "BONDOWNERS'
RISKS - Reduction to Assessed Values," and "APPENDIX A - Fiscal Consultmlt Report Section II. D.
PROJECT TAXABLE VALUE - Assessment Appeals."
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Historic Collections in Redevelopment Project

The following table shows historie tax receipts compared to the actual levy for the last six fiscal years:

TABLES
CITY HEIGHTS REDEVELOPMENT PROJECT

Historic Receipts to Levy (1)

2003 2004 2005 2006 2007 2008
Fiscal Year Ending: 2004 2005 2006 2007 2008 2009
I. Reported Assessed Value

Total Project Value(l) $1,503,857,495 $1,697,282,685 $1,939,256,247 $2,172,669,357 $2,347,140,063 $2,415,686,436
Less Base Value(2) 1,009,805,618 1,009,805,618 1,005,885,605 1,005,885,605 1,005,885,605 1,005,885,605

Incremental Value 494,051,877 687,477,067 933,370,642 1,166,783,752 1,341,254,458 1,409,800,831
Tax Rate 1.01177% 1.01080% 1.01020% 1.00970% 1.00950% 1.00930%

II. Gross Tax Increment $ 4,998,669 $ 6,949,018 $ 9,428,910 $ 11,781,016 $ 13,539,964 $ 14,229,120
Unitary Revenue 1,623 1,643 1,653 4,198 30,728 31,630
County Administrative Expenses (44,970) (69.044) (82.273) (95,992) (J 00,295) (lJ0.870)
Total Computed Levy $ 4,955,322 $ 6,881,617 $ 9,348,291 $ 11,689,222 $ 13,470,397 $ 14,129,880

Ilt. Total Receipts $ 5,999,105 $ 8,876,669 S 1l,256,888 S 12,671,073 $ 14,228,186 $ 13,844,720
Surplus (Shortfall) 1,043,783 1,995,052 1,908,598 981,851 757,789 (285,160)
% Difference of Computed Levy 121.06% 128.99% 120.42% 108.40% 105.63% 97.98%

Source: Fiscal Consultant's RepOIi, Appendix A.
(l) Based on total secured and unsecured value for the Project provided by the San Diego County Auditor/Controner as of 1/1/ of the

initial year of each fiscal year (i.e. 1/1/09 for FY 2009-2010).
(2) Base value was adjusted downward by $13.6 million in FY 2004~2005 and by $3.9 million in FY 2005~2006.

In addition to appeals to assessed value, taxpayer delinquencies can reduee tax receipts in each fiscal
year. As of May 10,2010,569 parcels (6.19% of the total parcels) in the City Heights Redevelopment Project
had a delinquency rate of 4.48% in the payment of secured fiscal year 2009-2010 property taxes to the County
Tax Collector. The fiscal consultant researched the zip code 92105, which fnlly encompasses the
Redevelopment Project, but included areas outside of the City Heights Redevelopment Project. As of May 10,
2010, 514 residential properties had Notices of Default recorded with the County, 700 residential properties
were undergoing a trustee's sale, and 884 residential properties were bank owned. This zip code encompasses
over 22,000 residential units and the City Heights Redevelopment Project encompasses 19,585 resideutial units.

Tax Rates

The fiscal year 2009-2010 tax rate within the City Heights Redevelopment Project is 1.00930%, which
is the result of a 1% general tax levy and a 0.00430% Metropolitan Water District tax levy and a City of San
Diego Zoological Exhibit Levy of 1.0050%. The tax rate does not include taxes levied with respect to sehool
districts or other jurisdictions which received voter approval for general obligation debt after 1988.

For purposes of projecting Tax Revenues, the Fiscal Consultant assumed a tax rate of 1.00%.

Cooperation Agreements

In addition to the resolutions authorized under former Health and Safety Code Section 33676, described
above, a redevelopment agency may enter into pass-through tax-sharing agreements (also known as Cooperation
Agreements) authorized under Section 33401 of the Law with taxing agencies, whereby such taxing ageneies
become entitled to receive a portion of Tax Revenues generated by the City Heights Redevelopment Project.
The Agency has entered into such Cooperation Agreements with the County, the San Diego Unified School
District, the San Diego Community College District and the San Dicgo County Office of Education (the "Taxing
Entities") for the City Heights Redevelopment Project. All of the Cooperation Agreements specify that
paymeuts thereunder are subordinate to the payment of debt service on any bonds the Agency issues, however,
the Agency is obligated to size its bond issuance to take into account the payment of amounts under the
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Cooperation Agreements. The Agency believes it has met that obligation. For purposes of this issuance, the
Taxing Entities have agrced that any revenues attribnted to the City's suspension of its Section 33676
Resolution will not be included in "property tax revenues" under their respective Cooperation Agreements with
the Agency for certain purposes. See "THE CITY HEIGHTS REDEVELOPMENT PROJECT - Projection of
Tax Revenues and Estimated Coverage" herein.

Projection of Tax Revenues and Estimated Coverage

The following table details projected tax revenues in the City Heights Redevelopment Project. The
projections begin with the 2009-2010 fiscal year and contain the following assumptions:

1. For purposes of the projection, 2009-10 is reduced to reflect actual and expected
successful appeals in the Redevelopment Project.

2. Fiscal years 2010-2011 through 2011-2012 assume decreases in value of 8% and 3%,
respectively, due to estimated Proposition 8 adjustments and estimated appeals. Fiscal year 2012-13
assumes a major tax payer "Fairmount 26" becomes tax-exempt as an affordable housing project.

3. There is no change in Assessed Value for fiscal year 2012-2013 and annual increase of
1% in each year thereafter through fiscal year 2018-2019, and an annual increasc of 2% thereafter.

4.
471-552-34.

Fiscal Consultant assumes an in lieu payment beginning fi.scal year 2009-10 for APN

5. The actual tax rate of 1.00% is used for fiscal year 2009-2010 and a 1% tax rate is used
for each year thereafter.

6. Adjustments to gross revenues include County Administrative Charges and estimated
levy shOlifall from Fiscal Years 2009-2010 through 2012-2013.
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TABLE 6
CITY HEIGHTS REDEVELOPMENT PROJECT

Projection of Tax Revenues

Low/Moderate
Incremental Second Income

Value Implementation Adjustments Section Housing
Fiscal Year Over Base Unitary Agreement to Gross 33676 Set~Aside 1999 Bonds 2010 Bonds

Ending Total Value Year Revenue In-Lieu Payment Revenue Resolutions Revenue Tax Revenues Debt Schedule Debt Schedule Coverage
2009-10 $2,099,719,471 $1,093,833,866 531,630 $ ° ($441,603) ($18,104) ($2,126,019) $8,485,970 $1,254,815
201O-1l 1,925,861,900 919,976,295 31,630 218,709 (367,991 ) (19,313) (1,816,422) 7,246,376 1,395,233
2011-12 1,868,529,550 862,643,945 31,630 212.147 (343,057) (20,547) (1,705,032) 6,799,581 1,530,944
2012-13 1,867,684,925 861,799,320 31,630 212,147 (344,481) (21,805) (1,703,410) 6,791,837 1,647,610
2013-14 1,886,213,938 880,328,333 31,630 214,269 (88,033) (23,088) (1,792,230) 7,145,832 1,773,306
2014-15 1,904,928,242 899,042,637 31,630 216,412 (89,904) (24,397) (1,829,713) 7,294,455 1,919,940
2015-16 1,923,829,689 917,944,084 31,630 218,576 (91,794) (25,732) (1,867,571) 7,444,551 1,933,728
2016-17 1,942,920,150 937,034,545 31,630 220,762 (93,703) (27,093) (1,905,807) 7,596,134 2,031,653
2017-18 1,962,20 I,516 956,315,91l 31,630 222,969 (95,632) (28,482) (1,944,425) 7,749,219 2,134,003
2018-19 1,981,675,696 975,790,091 31,630 225,199 (97,579) (29,899) (1.983,430) 7,903,822 2,230,490
2019-20 2,021,013,539 1,015,127,934 31,630 229,703 (101,513) (31,344) (2,062,220) 8,217,536 2,231,403
2020-21 2,061,138,138 1,055,252,533 31,630 234,297 (105,525) (32,818) (2,142,585) 8,537,524 2,231,453
2021-22 2,102,065,230 1,096,179,625 31,630 238,983 (109,618) (34,321) (2,224,558) 8,863,912 2,330,640
2022-23 2,143,810,864 1,137,925,259 31,630 243,762 (1l3,793) (35,855) (2,308,171) 9,196,828 2,333.965
2023-24 2,186,391,410 1,180,505,805 31,630 248,638 (llS,051) (37,419) (2,393,455) 9,536,402 2,331,140
2024-25 2,229,823,567 1,223,937,962 31,630 253,610 (122,394) (39,014) (2,480,445) 9,882,767 2,332,290
2025-26 2,274,124,367 1,268,238,762 31,630 258,683 (126,824) (40,642) (2,569,175) 10,236,060 2,332,280
2026-27 2,319,311,183 1,313,425,578 31,630 263,856 (l3l,343) (42,302) (2,659,680) 10,596,418 2,331,110
2027-28 2,365,401,736 1,359,516,131 31,630 269,133 (135,952) (43,995) (2,751,995) 10,963,984 2,333,780
2028-29 2,412,414,099 1,406,528,494 31,630 274,516 (140,653) (45,722) (2,846,156) 11,338,901
2029-30 2,460,366,710 1,454,481,105 31,630 280,006 (145,448) (47,483) (2,942,200) 11,721,317
2030-31 2,509,278,373 1,503,392,768 31,630 285,607 (150,339) (49,280) (3,040,165) 12,111,380
2031-32 2,559,168,269 1,553,282,664 31,630 291,319 (155,328) (51,113) (3,140,090) 12,509,245
2032-33 2,610,055,964 1,604,170,359 31,630 297,145 (160,417) (52,982) (3,242,012) 12,915,068
2033-34 2,661,961,412 1,656,075,807 31,630 0 (165,608) (54,889) (3,285,356) 13,086,536
2034-35 2,714,904,969 1,709,019,364 31,630 ° (170,902) (56,833) (3,390,184) 13,503,904
2035-36 2,768,907,397 1,763,021,792 31,630 0 (176,302) (58,817) (3,497,109) 13,929,620
2036-37 2,823,989,874 1,818,104,269 31,630 ° (181,810) (60,841) (3,606,173) 14,363,850
2037-38 2,880,174,000 1,874,288,395 31,630 0 (187,429) (62,905) (3,717,417) 14,806,764
2038·39 2,937,481,809 1,931,596,204 31,630 0 (193,160) (65,010) (3,830,887) 15,258,537
2039-40 2,995,935,774 1,990,050,169 31,630 0 (199,005) (67,157) (3,946,625) 15,719,345
2040Al 3,055,558,819 2,049,673,214 31,630 ° (204,967) (69,347) (4,064,679) 16,189,369
204H2 3,116,374,324 2,110,488,719 31,630 ° (211 ,049) (71,581) (4,185,094) 16,668,794
2042-43 3,178,406,139 2,172,520,534 31,630 0 (217,252) (73,860) (4,307,917) 17,157,807

--~.~~-~,--~._..--_._~._.__.---

Source: Fiscal Consultant's RepOlt, Appendix A.
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BONDOWNERS' RISKS

The following section describcs certain specific risk factors affecting the payment and security of thc
2010 Bonds. The following discussion of risks is not meant to be an exhaustive list of the risks associated with
the purchase of the 2010 Bonds and does not necessarily reflect the relative importance of the various risks.
Potential investors are advised to consider the following factors along with all other information in this Official
Statement in evaluating the 2010 Bonds. There can be no assurance that other risk factors will not become
material in the future.

General

Tax Increment Revenues allocated to the Agency by the County are determined in part by the amount
by which the assessed valuation of property in the City Heights Redevelopment Project exceeds the base year
assessed valuation for such property, as well as by the current rate at which property in the City Heights
Redevelopment Project is taxed. The Agency itself has no taxing power with respect to property, nor does it
have the authority to affect the rate at which property is taxed. Assessed valuation of taxable property within the
City Heights Redevelopment Project may be reduced by economic factors beyond the control of the Agency (see
"Reduction to Assessed Value" below) or by substantial damage, destruction or condemnation of such property.
Further, assessed valuation can be reduced as a result of actions of the California Legislature or electorate. Such
a reduction of assessed valuations or tax rates could result in a reduction of the Tax Revenues that secure the
2010 Bonds, which in tum could impair the ability ofthe Agency to make payments of principal and/or interest
on the 201 0 Bonds when due.

In such event, substantial delinquencies in the payment of propeliy taxes to the County or assessment
appeals of such property taxes by the owners of taxable property within the City Heights Redevelopment Project
could have an adverse effect on the ability of the Agency to make payments of principal and/or interest on the
Series 2010 Bonds when due. See "THE REDEVELOPMENT PROJECT AREA - Appeals in the City Heights
Redevelopment Project" herein and "BONDOWNERS' RISKS - Reduction to Assessed Values" below.

Both Article XIIIA and Article XIIrn of the California Constitution, which significantly affected the
rate of property taxation and the expenditure of tax proceeds, were adopted pursuant to California's
constitutional initiative process. From time to time, other initiative measures could be adopted by California
voters. The adoption of any such initiative might place limitations on the ability of public entities to increase
revenues or to increase appropriations. For a further description of Article XIIIA and Article XIIIB of the
California Constitution, see "TAX ALLOCATION FINANCING AND LIMITATIONS ON RECEIPT OF TAX
INCREMENT-Property Tax Limitations - Proposition 13" and "-Appropriation Limitations - Gann
Initiative."

To estimate the total revenues available to pay debt service ou the 2010 Bouds, the Agency has made
certain assumptions with regard to the availability of Tax Revenues. The Agency believes these assumptions to
be reasonable, but to the extent Tax Revenues are less than anticipated, the total revenues available to pay debt
service on the 2010 Bonds may be less than those projected herein. See "APPENDIX A-FISCAL
CONSULTANT REPORT."

Reduction to Assessed Values

Appeals. There are two basic types of property tax assessment appeals provided for under California
law. The first type of appeal, commonly referred to as a base year assessment appeal, involves a dispute on the
valuation assigned by the assessor immediately subsequent to an instance of a change in ownership or
completion of new constmction. If a property owner believes that the valuation detelmined by the County
Assessor is in error, an appeal may be filed with the County Assessment Appeals Board during a period between
July and November of each fiseal year. If the base year value assigned by the assessor is reduced, the valuation
of the property cannot increase in subsequent years more than two percent annually unless and until another
change in ownership and/or additional new constl1lction activity oceurs.
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Proposition 8 Adjustments. The second type of appeal, commonly refened to as a Proposition 8 appeal,
can result if factors occur causing a decline in the market value of the property to a level below the property's
then CUlTent taxable value (escalated base year value). Proposition 8 allows property owners to apply for a
temporary reduction in assessed value to match the CUlTent market value. As market values increase, the
assessed property values will also increase up to the original assess value (plus the ammal CPI increase, not to
exceed 2%, as required by Proposition 13). In addition, the County Assessor's office allows property owners to
file a Proposition 8 reduction reqnest to their area appraiser between January and May of each fiscal year in
order to reduce the assessed value of their property without having to file an assessment appeal with the Comlty
Assessment Appeals Board, otherwise known as an informal review. The County Assessor's office provides
this option to property owners in order to limit the number of assessment appeals requiring hearing dates with
the County Assessment Appeals Board. Following a review of the application by the County Assessor's Office
(the "Assessor"), the Assessor may offer to the property owner the oppOliunity to stipulate to a reduced
assessment, or may confinn the assessment. If no stipulation is agreed to, and the applicant elects to pnrsue the
appeal, the matter is brought before the Appeals Board (or, in some cases, a hearing examiner) for a healing and
decision. The Appeals Board generally is required to detennine the outcome of appeals within two years of
each appeal's filing date. Any reduction in the assessment ultimately granted applies only to the year for which
application is made aIld during which the written application is filed. The assessed value increases to its pre
reduction level (escalated to the inflation rate of no more than two percent) following the year for which the
reduction application is filed. However, the Assessor has the power to graIlt a reduction not only for the year for
which application was originally made, but also for the then cunent year and any intervening years as well. In
practice, such a reduced assessment may aIld often does remain in effect beyond the year in which it is granted.

It is the cunent practice of the County to distribute Tax Increment Revenues to the Agency as received
based upon real property taxes levied on the aIlnual tax roll dming the then current fiscal year. The County does
not reduce the Agency's receipts of such Tax Increment Revenues on account of amounts refunded to a taxpayer
as the result of a successful appcal. Instead, the Connty applies ally tax refunds paid to property owners in the
City Heights Redevelopment Project against the Agency's allocation of supplemental assessment revenue.
While it is the County's current practice not to apply refunds in excess of the supplemental revenue, there can be
no assurance that such practice will not be discontinued by the County in the future.

Further significant appeals to assessed values in the City Heights Redevelopment Project may be filed
from time to time in the future. The Agency cannot predict the extent of these appeals or their likelihood of
success.

For more infonnation concerning appeals to assessed values in the City Heights Redevelopment Project,
see "APPENDIX A-FISCAL CONSULTANT REPORT" attached hereto.

The Fiscal Consnltant reports that, in preparing the fiscal year 2009-10 assessment roll and pursuant to
Proposition 8, the County Assessor reduced the taxable value of 104,000 properties (primarily residential
properties) in the County. The total decrease in assessed valuation in the County due to Proposition 8 reductions
was $8.77 billion, or approximately 2.1 % of the 2008-09 County assessed valuation. For the fiscal year 201 0
2011 roll, the County Assessor estimated a cOUllty-wide reduction in net assessed value of I% from the fiscal
year 2009-2010 roll. The County Assessor has estimated a similar county-wide reduction in assessed value for
fiscal year 2011-12, based on historical trends.

The Proposition 8 reductions are reviewed ammally and may, as market conditions improve, restore
assessed values to their factored base year value. It is not known whether the County Assessor will continue to
grant Proposition 8 reductions to properties in the City Heights Redevelopment Project.

Reduction in Inflationary Rate. As described in greater detail herein, Article XIIIA of the California
Constitution provides that the full cash value basis of real property used in detennining taxable value may be
adjusted from year to year to reflect the inflationary rate, not to exceed a 2% increase for any given year, or may
be reduced to reflect a reduction in the consumer price index or comparable local data. This measure is
computed on a calendar year basis. The State Board of Equalization has notified assessors that the California
Consumer Price Index to be applied to the fiscal year 2010-11 assessment roll is 0.99736, representing a
decrease of 0.237%. Properties whose 2010-11 assessed valuation is detennined by a Proposition 8 assessment
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adjustmeut would not be subject to the Proposition 13 annual adjustment until the County Assessor restored
their valuation to the factored base year valuation, which would then reflect all annual inflation adjustments
from the time the property was originally sold or constructed. The Fiscal Consultant has projected Tax
Revenues to be received by the Agency based, among other things, upon 0.237% decrease. Should the assessed
valuation of taxable property in the City Heights Redevelopment Project decrease at the projected annual rate in
excess of 0.237%, the Agency's receipt of future Tax Revenues may be adversely affected.

The approximate Countywide change in Assessed Value for fiscal year 2009-2010 was -3%, and the
County estimates that in fiscal year 2010-2011 and 2011-2012 the change in assessed value Countywide will be
-1 % respectively.

Levy and Collection

The Agency does not have any independent power to levy and collect property taxes. Any reduction in
the tax rate or the implementation of any constitutional or legislative property tax decrease could reduce the Tax
Revenues, and accordingly, could have an adverse impact on the ability of the Agency to repay the Series 2010
Bonds. Likewise, delinquencies in the payment of property taxes could have an adverse effect on the Agency's
ability to make timely debt service payments.

Parity Debt

As described in "SECURITY FOR THE 2010 BONDS - Issuance of Parity Bonds," the Agency may
issue or incur obligations payable from Tax Revenues on a parity with its pledge of Tax Revenues to payment of
debt service on the 2010 Bonds. The existence of and the potential for such obligations increases the risks
associated with the Agency's payment of debt service on the 2010 Bonds in the event of a decrease in the
Agency's collection of Tax Revenues.

Tbe California State Budget and the Educational Revenue Augmentation Fund

Since Fiscal Year 1992/93, the State Legislature has authorized the reallocation of property tax revenues
from redevelopment agencies multiple times in an effort to assist the State in balancing its General Fund budget.
Each time the State reallocates property tax revenues from redevelopment agencies, it reduces the amount of
revenues that the Agency can use in the payment of debt service on the 20 I0 Bonds. Further, Proposition IA,
which was approved by the California electorate in November 2004 and which placed restrictions in the State
Constitution on the ability of the State Legislature to reallocate property tax revenues from local agencies, does
not restrict or prevent the State Legislature from reallocating property tax revenues from redevelopment
agencies, including the Agency. As such, no assurances can be made that the State will not make further
reallocations in property tax revenues that would reduce the amount of property tax revenues to which the
Agency is entitled. The following is a list of recent actions taken by the State Legislature which reallocated
property tax revenues from redevelopment agencies:

In connection with its approval of the budget for the State for the 1992-93, 1993-94, 1994-95,2002-03,
2003-04, and 2004-05 Fiscal Years, the State Legislature enacted legislation which, among other things,
reallocated funds from redevelopment agencies to school districts by shifting a portion of each agency's tax
increment, net of amounts due to other taxing agencies, to school districts for such fiscal years for deposit in the
Education Revenue Augmentation Fund CERAF"). The amount required to be paid by a redevelopment agency
under such legislation was appOltioned among all of its redevelopment project areas on a collective basis, and
was not allocated separately to individual project areas. The Agency has made all previous ERAF payments as
required by applicable law.

The State budgets for 2005-06, 2006-07 and 2007-08 had no new ERAF payment requirements.
However, in connection with the State budget for Fiscal Year 2008-09, on September 30,2008, the California
Legislature enacted AB 1389. AB 1389 required a one-time shift of $350 milliou from redevelopment agencies
to their respective ERAF of which the Agency would be responsible for approximately $11,500,000.
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The validity of AB 1389 was challenged in litigation in the Superior Court for Sacramento County,
California Redevelopment Association et al. v. Genest et al., Case No. 34-2008-00028334-CUWM-GDS ("eRA
v. Genest "). This case alleged, among other things, that the duties of county auditors to deposit funds received
from redevelopment agencies in County ERAFs are inconsistent with various state and federal constitutional
provisions and are therefore unlawful and unenforceable. The lawsuit argued that the State raids of
redevelopment funds to balance the State budget are unconstitutional, violating Article XVI, Section 16 of the
California Constitution, which states that redevelopment funds can only be used to finance redevelopment
projects. The lawsuit contended that taking redevelopment funds to balance the State's budget does not qualify
as a constitutionally permitted use of tax increment. On April 30, 2009, the Sacramento Superior Comt ruled in
favor of the petitioners, holding that petitioners are entitled to declaratory and injunctive relief invalidating and
enjoining Health and Safety Code Section 33685 as provided for in AB 1389. The court stated that the
"distribution of contributions by RDAs to their county ERAFs ... can be expected to regularly result in the use
of RDA's tax increment revenues by schools and education programs unrelated to the RDA's redevelopment
projects." A judgment was signed by the Sacramento Superior Court on May 7, 2009, forbidding any of the
defendants from taking any actions to carry out or enforce any of the payment requirements in AB 1389. The
State appealed the decision; however, on September 23, 2009, the State filed a notice of abandonment of its
appeal with the Court, so that the Superior Court judgment became final and no longer subject to appeal on that
date.

In connection with legislation related to the budget for the State for Fiscal Year 2009-10, on July 24,
2009 the State Legislature adopted AB 26, which was signed by the Governor and became law on July 28, 2009.
AB 26 requires a $1.7 billion one-year transfer, in the aggregate, from redevelopment agencies to their
respective County Supplemental Educational Revenue Augmentation Fund ("SERAF") in 2009-10, plus another
$350 million aggregate transfer in 2010-11. A SERAF is similar to an ERAF, except that there is an additional
requirement for the SERAF (in response, in part, to the CRA v. Genest litigation) that moneys in the SERAFs
must be used by school districts and county offices of education to serve pupils living in redevelopment areas or
in housing supported by redevelopment agency funds. In October 2009, the California Redevelopment
Association (the "CRA") filed a lawsuit in the Superior Court for Sacramento Connty, California
Redevelopment Association et al. v. Genest et al., Case No. 34-2009-8000359 challenging the validity of AB 26.
On May 4, 2010, a ruling was delivered denying relief to the petitioners and denying a stay on the transfer of
funds from Redevelopment Agencies to the Counties. On May 5, 2010, the CRA detennined that it would
appeal the ruling. The Agency cannot detennine whether the appeal will be successful. The method for
calculating eaeh redevelopment agency's payment and respective share of the 2009-10 and 2010-11 transfers is
similar to that in prior ERAF legislation, except that instead of using the prior year's tax increment figures for
the basis of calculation, AB 26 requires the calculation to use the tax increment figures from fiscal year 2006-07
with respect to the SERAF payment required for both 2009-10 and 2010-11. The Agency's 2009-10 SERAF
payment of $55,649,000 was paid on May 10,2010. The Agency's 2010-11 SERAF payment is estimated by
the CRA to be approximately $11,500,000, and is due by May 10, 2011.

AB 26 provides that the Agency may suspend Housing Set-Aside eontributions to its Low and Moderate
Income Housing Fund for 2009-10 or borrow I-lousing Set-Aside funds in the Agency's Low and Moderate
Income Housing Fund, in order to make the SERAF payments - provided the funds are repaid by June 30 of the
Fiscal Year occurring 5 years after the Fiscal Year of the commencement of suspension or borrowing. Agencies
that do not repay their Low and Moderate Income Housing Funds within such timeframe are required to increase
their contribution to such Funds by an additional five percent (5%) for each unmet repayment date. If an
Agency failed to repay both SERAF amounts borrowed from the Low and Moderate Income Housing Fund by
the specified dates, the Agency's eontribution to its Low and Moderate Income Housing Fund would increase to
30% of gross tax increment from the current 20%. The Agency funded the entire amount of its 2009-10 SERAF
payment from non-housing funds on May 10, 2010 and expects to fully fund the entire amount of its 2010-11
SERAF payment by the May 10,2011 deadline.

AB 26 expressly provides that the obligation of any redevelopment agency to make the SERAF
payments for fiscal years 2009-10 and 2010-11 shall be subordinate to the lien of any pledge of collateral
securing, directly or indirectly, the payment of the principal or interest on any bonds of the agency including,
without limitation, bonds secured by a pledge of taxes allocated to the agency pursuant to Section 33670 of the
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California Health and Safety Code. Pursuant to AB 26, under a number of circumstances (e.g., failure to pay, or
have paid on its behalf, any SERAF payment; failure to repay when due housing set-aside amounts borrowed or
suspended, etc.), a sanction will be imposed on a redevelopment agency which would require the agency's
annual housing set-aside amount to be increased from 20% of its gross tax increment to 25% of its gross tax
increment, for the balance of the time the sanctioned redevelopment agency receives tax increment.

There can be no assurance that the State Legislature will not require similar or other diversion of tax
increment funds in future years to deal with its budget deficits, nor can there be any assurance that any
obligation to make any future payments from tax increment funds will be made subordinate to a pledge of taxes
to pay 20 I0 Bond debt service.

The potential impact of future legislation could be material to the Agency and its ability to repay
existing and future obligations and conduct its redevelopment activities. The Agency cannot predict whether the
State Legislature will enact additional legislation which shifts tax increment revenues away from redevelopment
agencies to the State or to schools (whether through an arrangement similar to ERAF, SERAF or by any other
arrangement), whether any future shifts in tax increment revenue would be limited or affected (such as by an
offset of amounts required to be shifted) by pre-existing agreements between redevelopment agencies and
school districts, community college districts and county superintendents of schools, or what impact such
legislation may have on the Tax Revenues pledged to pay debt service on the 2010 Bonds. Accordingly, the
Agency is not able to predict the effect, if any, such a shift, if enacted, would have on future Tax Revenues.

Infmmation about the State budget and State spending is available at various State-maintained websites.
None of such websites are in any way incorporated into this Official Statement, and the Agency makes no
representation whatsoever as to the accuracy or completeness of any of the infonnation on such websites.

Low and Moderate Income Housing Fund

The Redevelopment Law requires that, except under certain circumstances, redevelopment agencies set
aside 20% of all gross tax increment revenues derived from redevelopment projeet areas into a low and
moderate income housing fund, to be used for the purpose of inereasing, improving and/or preserving the
community's supply of low and moderate income housing. The provisions of the Redevelopment Law
regarding the funding of low and moderate and income housing funds have been frequently amended since their
original adoption. In addition, the interpretations of these laws by the California Attorney General and agency
counsels thmughout the State have at times been subject to variation and change. There can be no assurance as
to whether a claim challenging the Agency's practices in this area might be filed. The Agency cun·ently sets
aside 20% of all gross tax increment revenues from the City Heights Redevelopment Project into the Low and
Moderate Income Housing Fund. The Housing Set-Aside Amounts may not be used to pay the Annual Debt
Service on the 2010 Bonds. See "TAX ALLOCATION FINANCING AND LIMITATIONS ON RECEIPT OF
TAX INCREMENT - Low and Moderate Income Housing Fund."

Investment Risk

All funds held under the Agreement are required to be invested in Investment Securities as provided
under the Agreement. See Appendix D attached hereto for a summary of the definition of Investment Securities.
The Special Fund, into which all Tax Revenues are initially deposited, may be invested by the Agency in
Investment Securities. All investments, including the Investment Securities and those authorized by law from
time to time for investments by municipalities, contain a certain degree of risk. Such risks include, but are not
limited to, a lower rate of retnrn than expected and loss or delayed receipt of principal. The occurrence of these
events with respect to amounts held under the Agreement or the Special Fund could have a material adverse
affect on the security for the 2010 Bonds.

Further, the Agency cannot prediet the effects on the receipt of Tax Increment Revenue if the County or
the City were to suffer significant losses in their portfolio of investments or if the County or the City were to
become insolvent or declare bankruptcy.
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Development and Economic Risks

Project development within the City Heights Redevelopment Project may be subject to unexpected
delays, disruptions and changes, Real estate development operations may be adversely affected by changes in
general economic conditions, fluctuations in the real estate market and interest rates, unexpected increases in
development costs and by other similar factors, Further, real estate development operations within the City
Heights Redevelopment Project could be adversely affected by future governmental policies, including policies
that restrict or control development If projected development in the City Heights Redevelopment Project is
delayed or halted, the economy of the City Heights Redevelopment Project could be affected, potentially
causing a reduction of the Tax Revenues available to repay the Series 2010 Bonds, In addition, if there is a
general decline in the economy of the City Heights Redevelopment Project, the owners of property in the City
Heights Redevelopment Project may be less able or willing to make timely payments of property taxes, causing
a delay or stoppage of Tax Revenues received by the Agency,

Bankruptcy

The bankruptcy of a major assessee in the City Heights Redevelopment Project could delay and/or
impair the collection of property taxes by the County with respect to properties in the bankruptcy estate,
Although the Agency is not aware of any major property owners in the City Heights Redevelopment Project that
are in bankruptcy or threatening to declare bankruptcy, the Agency cannot predict the effects on the collections
of Tax Increment Revenues if such an event were to occur.

Earthquake

The State, including the City, is subject to periodic earthquake activity, There are several faults in and
near the San Diego area that pose earthquake hazards to the City Heights Redevelopment Project The Rose
Canyon fault zone extends limn La Jolla to San Diego Bay and is considered capable of producing a large,
damaging earthquake, Several active strands of the Rose Canyon fault have been discovered in downtown San
Diego, An "active" fault is a fault that has moved within the past 10,000 years or so, and is considered capable
of renewed movement The City requires geologic studies to investigate possible faulting prior to issuance of
Building Pennits, More distant potential sources of damaging earthquakes are located about 10 miles offshore
(Coronado Bank fault) and about 25 miles northeast of the City (Elsinore Fault), Histmically, coastal San Diego
has experienced some earthquake damage as a result of distant emihquakes, The City is assigned to Seismic
Zone 4, which is the smne seismic zone assigned to Los Angeles and San Frmlcisco, Also, the City is located in
an area that can be subject to tsunamis, other natural or man-made disasters or "acts of God" that could cause
significant damage to taxable property in the City Heights Redevelopment Project Earthquake faults and other
natural conditions may ehange over time, potentially increasing the risk of disasters,

If an earthquake were to substantially damage or destroy taxable property within the City Heights
Redevelopment Project, the assessed valuation of such property would be reduced, Such a reduction of assessed
valuations could result in a reduction of the Tax Revenues that secure the 2010 Bonds, which in turn could
impair the ability of the Agency to make payments ofprincipal of and/or interest on the 2010 Bonds when due,

Hazardous Substauces

An additional enviromnental condition that may result in thc reduction in the assessed value of property
would be the discovery of a hazardous substance that would limit the beneficial use of taxable property within
the City Heights Redevelopment ProjecL In general, the owners and operators of a property may be required by
law to remedy conditions of the property relating to releases or threatened releases of hazardous substances,
The owner or operator may be required to remedy a hazardous substance condition of property whether or not
the owner or operator has anything to do with creating or handling the hazardous substance, The effect,
therefore, should any of the property within the City Heights Redevelopment Project be affected by a hazardous
substance, could be to reduce the marketability and value of the property by the costs of remedying the
condition and/or other mnounts,

37



Federal Tax-Exempt Status of the 2010A Bonds

Tax-Exempt Status of/llterest on the 2010A Bonds. The Internal Revenue Code of 1986, as amended
(the "Code") imposes a number of requirements that must be satisfied for interest on state and local obligations,
such as the 20 IOA Bond, to be excludable from gross income for federal income tax purposes. These
requirements include limitations on the use of 20IOA Bond proceeds, limitations on the investment earnings on
20 lOA Bonds proceeds prior to expenditure, a requirement that certain investment eamings on the 2010A Bond
proceeds be paid periodically to the United States and a requirement that the issuers file an information report
with the Internal Revenue Service (the "IRS"). The Agency has covenanted in certain of the documents referred
to herein that they will comply with such requirements. Failure to comply with the requirements stated in the
Code and related regulations, rulings and policies may result in the treatment of interest on the 20 IOA Bonds as
taxable, retroactively to the date of issuance of such 201 OA Bonds.

Audit. As a part of a larger reorganization of the IRS, the IRS commenced operation of its Tax Exempt
and Government Entities Division (the "TE/GE Division"), as the successor to its Employee Plans and Exempt
Organizations division. The TE/GE Division has a subdivision that is specifically devoted to tax-exempt bond
compliance. Public statements by IRS officials indicate that the number of tax-exempt bond examinations is
expected to increase significantly under the TE/GE Division. There is no assurance that an IRS examination of
the 2010A Bonds, if one is undeliaken, will not adversely alfect the tax-exempt status or market value of such
2010A Bonds.

Secondary Market

There can be no guarantee that there will be a secondary market for the 2010 Bonds, or, if a secondary
market exists, that such 2010 Bonds can be sold for any particular price. Occasionally, because of general
market conditions or because of adverse history or economic prospects connected with a particular issue,
secondary marketing practices in connection with a particular issue are suspended or tenninated. Additionally,
prices of issues for which a market is being made will depend upon the then prevailing circumstances. Such
prices could be substantially different from the original purchase price.

CONTINUING DISCLOSURE

Pursuant to the Continuing Disclosure Celiilicate of the Agency (the "Disclosure Celiificate"), the
Agency has agreed to provide, or cause to be provided, annually certain information and notice of certain Listed
Events (as described in the Continuing Disclosure Certificate) to the Municipal Securities Rulemaking Board in
the manner prescribed by the Securities Exchange Commission (the "SEC"). The form of the Disclosure
Celiificate is attached hereto as APPENDIX F. The Agency's covenants in the Continuing Disclosure
Certificate have been made in order to assist the Underwriters in complyiug with the Rule. A failure by the
Ageucy to comply with any of the coveuants therein is not an event of default under the Indenture.

Beginning in March 2004, the Agency failed to comply with continuing disclosure undertakings related
to 20 bond issues for each of fiscal years 2003 through 2007 due to the unavailability of the Agency's audited
financial statements. The circumstances regarding the unavailability of the Agency's audited financial
statements are described under tlle caption entitled "INTRODUCTION - 2006 SEC Order and Related
Actions." Each required annual report and audited financial statement was subsequently filed. Prior to March
2004, the Agency had never failed to comply with its undertakings under the Rule.

The Agency has timely filed the annual reports and financial statements for Fiscal Year 2009 and
corresponding coutinuing disclosure filings were prepared and filed in a timely manuer.

CERTAIN INFORMATION CONCERNING THE CITY

Certain general infonnation concerning the City is included herein as Appendix B hereto. Such
information is provided for informational purposes only. Neither the General Fund nor any other fund of the
City is liable for the payment of the 2010 Bonds or the interest tllereon, nor is the taxing power of the City
pledged for the payment of the 2010 Bonds or the interest thereon.
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APPROVAL OF LEGAL PROCEEDINGS

Certain legal matters are subject to the approving opinion of Best Best & Krieger LLP, Bond Counsel to
the Agency. A complete copy of the proposed form of Bond Counsel opinion is contained in Appendix E.
Bond Counsel, as such, undertakes no responsibility for the accuracy, completeness or fairness of this Official
Statement. Certain legal matters will be passed upon for the Agency by Best Best & Krieger LLP, Riverside,
California, as general counsel and as disclosure counsel to the Agency.

TAX MATTERS

2010A Bonds. In the opmlOn of Best Best & Krieger LLP, bond counsel to the Agency ("Bond
Counsel"), based upon an analysis of existing laws, regulations, rulings, and court decisions, and assuming,
among other matters, the accuracy of certain representations and compliance with certain covenants, interest on
the 20lOA Bonds is excluded from gross income for federal income tax purposes under Section 103 of the
Internal Revenue Code of 1986 (the "Code") and is exempt from State of California personal income taxes.
Bond Counsel is of the further opinion that interest on the 20l0A Bonds is not a specific preference item for
purposes of the federal individual or corporate alternative minimum taxes. A complete copy of the proposed
fonn of opinion of Bond Counsel is set forth in Appendix E hereto.

To the extent the issue price of any maturity of the 20IOA Bonds is less than the amount to be paid at
maturity of such 201 OA Bonds (excluding amounts stated to be interest and payable at least annually over the
term of such 20l0A Bonds), the difference constitutes "original issue discount," the accrual of which, to the
extent properly allocable to each beneficial owner thereof, is treated as interest on the 201 OA Bonds which is
excluded from gross income for federal income tax purposes and State of California personal income taxes. For
this purpose, the issue price of a particular maturity of the 201 OA Bonds is the first price at which a substantial
amount of such matmity of the 20l0A Bonds is sold to the public (excluding bond houses, brokers, or similar
persons or organizations acting in the capacity of underwriters, placement agents or wholesalers). The original
issue discount with respect to any maturity of the 201OA Bonds accrues daily over the term to maturity of such
20 lOA Bonds on the basis of a constant interest rate compounded semiannually (with straight-line interpolations
between compounding dates). The accruing Oliginal issue discount is added to the adjusted basis of such 20 lOA
Bonds to determine taxable gain or loss upon disposition (including sale, redemption, or payment on maturity)
of such 20 lOA Bonds. Beneficial owners of the 201 OA Bonds should consult their own tax advisors with
respect to the tax consequences of ownership of 201 OA Bonds with original issue discount, including the
treatment of beneficial owners who do not purchase such 20l0A Bonds in the original offering to the public at
the first price at which a substantial amount of such 201 OA Bonds is sold to the public.

20l0A Bonds purchased, whether at original issuance or otherwise, for an amount higher than their
principal amount payable at maturity (or, in some cases, at their earlier call date) ("Premium Bonds") will be
treated as having amortizable bond premium. No deduction is allowable for the amortizable bond premium in
the case of bonds, like the Premium Bonds, the interest on which is excluded from gross income for federal
income tax purposes. However, the amount of tax-exempt interest received, and a beneficial owner's basis in a
Premium Bond, will be reduced by the amount of amortizable bond premium properly allocable to such
beneficial owner. Beneficial owners of Premium Bonds should consult their own tax advisors with respect to
the proper treatment of amortizable bond premium in their particular circumstances.

The Code imposes various restrictions, conditions and requirements relating to the exclusion from gross
income for federal income tax purposes of interest on obligations such as the 201 OA Bonds. "The Agency has
made certain representations and covenanted to comply with certain restlictions, conditions and requirements
designed to ensure that interest on the 201 OA Bonds will not be included in federal gross income. Inaccuracy of
these representations or failme to comply with these covenants may result in interest on the 201 OA Bonds being
included in gross income for federal income tax purposes, possibly from the date of original issuance of the
20l0A Bonds. The opinion of Bond Counsel assumes the accmacy of these representations and compliance
with these covenants. Bond Counsel has not undertaken to determine (or to infOlm any person) whether any
actions taken (or not taken) or events occurring (or not occurring), or any other matters coming to Bond
Counsel's attention after the date of issuance of the 201 OA Bonds may adversely affect the value of, or the tax
status of interest on, the 201 OA Bonds.
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Certain requirements and procedures contained or referred to in the Agreement, the Tax Certificate, and
other relevant documents may be changed and certain actions (including, without limitation, defeasance of the
2010A Bonds) may be taken or omitted under the circumstances and subject to the terms and conditions set forth
in such documents. Bond Counsel expresses no opinion as to any Bond or the interest thereon if any such
change occurs or action is taken or omitted upon the advice or approval of bond counsel other than Best Best &
Krieger LLP.

Although Bond COllilSe! is of the opinion that interest on the 2010A Bonds is excluded from gross
income for federal income tax purposes and is exempt from State of California personal income taxes, the
ownership or disposition of, or the accrual or receipt of interest on, the 20lOA Bonds may otherwise affect a
beneficial owner's federal, state or local tax liability. The nature and extent of these other tax consequences
depend upon the particular tax status of the beneficial owner or the beneficial owner's other items of income or
deduction. Bond COWlsel cxpresses no opinion regarding any such other tax consequences.

Future legislation, if enacted into law, or clarification of the Code may cause interest on the 201 OA
Bonds to be subject, directly or indirectly, to federal income taxation, or otherwise prevent beneficial owners
from realizing the full current benefit of the tax status of such interest. The introduction or enactment of any
such future legislation or clarification of the Code may also affect the market price for, or marketability of, the
2010A Bonds. Prospective purchasers of the 20 lOA Bonds should consult their own tax advisers regarding any
pending or proposed federal tax legislation, as to which Bond Counsel expresses no opinion.

The opinion of Bond COWlsel is based on current legal authority, covers certain matters not directly
addressed by such authorities, and represents Bond Counsel's judgment as to the proper treatment of the 201 OA
Bonds for federal income tax purposes. 1t is not binding on the Internal Revenue Service ("IRS") or the courts.
Furthermore, Bond Counsel camlOt give and has not given any opinion or assurance about the future activities of
the Agency, or about the effect of future ehanges in the Code, the applicable regulations, ilie interpretation
thereof or the enforcement thereof by the IRS. The Agency has covenanted, however, to comply with the
requirements of the Code.

Bond Counsel's engagement with respect to the 2010A Bonds ends with the issuance of the 2010A
Bonds, and, unless separatcly engaged, Bond Counsel is not obligated to defend the Agency or the beneficial
owners regarding the tax-exempt status of the 2010A Bonds in the event of an audit examination by the IRS.
Under current procedures, parties other than the Agency or its appointed counsel, including the beneficial
owners, would have little, if any, right to participate in the audit examination process. Moreover, because
achieving judicial review in cOlmection with an audit exanlination of tax-exempt bonds is difficult, obtaining an
independent review of IRS positions with which the Agency legitimately disagrees may not be practicable. Any
action of the IRS, including but not limited to selection of the Bonds for audit, or the course or result of such
audit, or an audit of bonds prcsenting similar tax issues may affect the market price for, or the marketability of,
the Bonds, and may cause the Agency or the beneficial owners to incur significant expense.

2010B Bonds. This advice was written to support the promotion or marketing of the 2010B
Bonds. This advice is not intended or written to he used, and may not be used, by any person or entity for
the purpose of avoiding any penalties that may be imposed on any person or entity under the U.S.
Internal Revenue Code of 1986, as amended (the "Code"). Prospective purehasers of the 2010B Bonds
should seek advice based on their particular circumstances from an independent tax advisor.

The following discussion generally describes certain aspects of the principal U.S. federal tax treatment
of U.S. persons that are beneficial owners ("Owners") of bonds who have purchased the 2010B Bonds on the
initial offering of the 2010B Bonds as capita1 assets within the meaning of Section 1221 of the Code. For
purposes of this discussion, a "U.S. person" means an individual who, for U.S. federal income tax purposes, is
(i) a citizen or resident of the United States, (ii) a corporation, partnership or other entity created or organized in
or under the laws of the United States or any political subdivision thereof, (iii) an estate, the income of which is
subject to U.S. federal income taxation regardless of its source of income, or (iv) a trust, if either: (A) a United
States court is able to exercise primary supervision over the administration of the trust, and one or more United
States persons have the authority to control all substantial decisions of the trust or (B) a trust has a valid election
in effect to be treated as a United States person under the applicable treasury regnlations.
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This summary is based on the Code, published revenue rulings, administrative and judicial decisions,
and existing and proposed Treasury re,,'lliations (all as of the date hereof and all of which are subject to change,
possibly with retroactive effect). This summary does not discuss all of the tax consequences that may be
relevant to an Owner in light of its particular circumstances, such as an Owner who may purchase the 201 OB
Bonds in the secondary market, or to Owners subject to special rules, such as certain financial institutions,
insurance companies, tax-exempt organizations, non-U.S. persons, taxpayers who may be subject to the
alternative minimum tax or personal holding company provisions of the Code, or dealers in securities.
Accordingly, before deciding whether to purchase any 2010B Bonds, prospective purchasers should
consult their own tax advisors regarding the United States federal income tax consequences, as well as tax
consequences under the laws of the any state, local or foreign taxing jurisdiction or under any applicable
tax treaty, of purchasing, holding, owing and disposing of the 2010B Bonds.

Interest on the 201 OB Bonds is not excludable from the gross income of the Owners under Section 103
of the Code.

Payments ofInterest. Interest paid with respect to the 20 IOB Bonds will generally be taxable to Owners
as ordinary interest income at the time it accrues or is received, in accordance with the Owner's method of
accounting for U.S. federal income tax purposes. Owners who are cash-method taxpayers will be required to
include interest in income upon receipt of such interest payment; Owners who are accrual-method taxpayers will
be required to include interest as it accrues, without regard to when interest payments are actually received.

Disposition or Retirement of 20IOB Bonds. Upon the sale, exchange or other disposition of a 2010B
Bond, or upon the retirement of a 20lOB Bond (including by redemption), an Owner will recognize capital gain
or loss equal to the difference, if any, between the amount realized upon the disposition or retirement (excluding
any amounts attributable to accrued but unpaid interest, which will be taxable as such) and the Owner's adjusted
tax basis in a 2010B Bond. Any such gain or loss will be United States source gain or loss for foreign tax credit
purposes.

Defeasance ofthe 2010B Bonds. If the Agency defeases any 2010B Bonds, such bonds may be deemed
to be retired and "reissued" for federal income tax purposes as a result of the defeasance. In such event, the
Owner of a 201 OB Bond would recognize a gain or loss on the 201 OB Bond at the time of defeasance.

Backup Withholding. An Owner of a 201 OB Bond may, under certain circumstances, be subject to
"backup withholding" (currently the rate of this withholding tax is 28%, but may change in the future) with
respect to interest or original issue discount on the 2010B Bonds. This withholding generally applies if the
Owner of a 2010B Bond (i) fails to furnish the Trustee or other payor with its taxpayer identification number;
(ii) furnishes the Trustee or other payor an incorrect taxpayer identification number; (iii) fails to report properly
interest, dividends or other "reportable payments" as defined in the Code; or (iv) under certain circumstances,
fails to provide the Trustee or other payor with a certified statement, signed under penalty of perjury, that the
taxpayer identification number provided is its correct number and that the Owner is not subject to backup
withholding. Any amount withheld may be creditable against the Owner's U.S. federal income tax liability and
be refundable to the extent it exceeds the Owner's U.S. federal income tax liability. The amount of "reportable
payments" for each calendar year and the amount of tax withheld, if any, with respect to payments on the 2010B
Bonds will be reported to the Owners and to the Internal Revenue Service.

Reporting of Interest Payments. Subject to certain exceptions, interest payments made to beneficiary
owners with respect to the 2010B Bonds will be reported to the IRS. Such information will be filed each year
with the IRS on Form 1099, which will reflect the name, address and Taxpayer Identification Number of the
beneficial owner. A copy of FOlln 1099 is required to be sent to each beneficial owner of a 20IOB Bond.

In the fw1her opinion of Bond Counsel, interest paid with respect to the 20 IOB Bonds is exempt from
present California personal income taxes.
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LITIGATION

At the time of delivery of and payment for the 2010 Bonds, the Ageney will eertify that, except as
disclosed herein, there is no action, suit, proceeding, inquiry or investigation, at law or in equity, before or by
any court, regulatory agency, public board or body, pending or to the knowledge of the Agency threatened (i) in
any way qnestioning the corporate existence of the Agency or the titles of the officers of the Agency to their
respective offices; (ii) affecting, contesting or seeking to prohibit, restrain or enjoin the issuance or delivery of
any of the 2010 Bonds, or the payment or eollection of any amonnts pledged or to be pledged to pay the
prineipal of and interest on the 2010 Bonds, or in any way contesting or affecting the validity of the pnrchase,
the Continuing Disclosure Certificate, the 2010 Bonds and the Indenture (collectively, the "Agency
Documents"), the power of the Agency to execute and deliver the Agency Documents or this Official Statement
or the consummation of the transactions contemplated thereby, or contesting the exclusion of the interest on the
2010 Bonds from taxation or contesting the powers of the Agency and its authority to pledge the Tax Revenues
to the payment of the principal of and the interest on the 2010 Bonds; (iii) which may resnlt in any material
adverse change relating to the Agency; or (iv) contesting the completeness or accuracy of this Official Statement
or any snpplement or amendment hereto or asserting that this Offieial Statement contained any untme statement
of a material fact or omitted to state any material fact required to be stated therein or necessary to make the
statements herein, in the light of the circumstances under which they were made, not misleading, and there is no
basis for any action, suit, proceeding, inquiry or investigation of the nature described in clanses (i) throngh (iv)
of this sentence.

FINANCIAL STATEMENTS FOR FISCAL YEAR 2009

Inclnded herein in APPENDIX C is the Agency's Annual Financial Report for the fiscal year ended
June 30, 2009, which includes the Agency's audited basic financial statements as of and for the year ended June
30, 2009. The Agency's basic financial statements as of June 30, 2009 and for the year then ended, included in
APPENDIX C, have been audited by Macias Gini & O'Connell LLP as stated in its report appearing in
APPENDlXC.

Macias Gini & O'Connell LLP as the independent auditors did not review this Official Statement. The
Agency did not request the consent of the independent anditors to append the Agency's financial statements to
this Official Statement. Accordingly, the independent anditors did not perform any procedures relating to any of
the information in this Official Statement.

RATINGS

Standard & Poor's Ratings Services, a division of The McGraw Hill Companies, Inc. ("S&P") and
Moody's Investor Services ("Moodys") have assigned their municipal bond ratings of "_" and "_,"
respectively to the 2010 Bonds. Such ratings reflect only the views of the rating agencies and an explanation of
the significance of such rating and any rating of the Agency's outstanding obligations may be obtained from
Standard & Poor's Ratings Group, 55 Water Street, New York, New York 10041-0003 and Moody's Investor
Serviees, 7 World Trade Center at 250 Greenwich Street, New York, New York 10007.

There is no assurance that such rating will continue for any given period or that they will not be revised
downward or withdrawn entirely by S&P and Moodys, if in their judb'111ent, circumstances so warrant. The
Agency and the Fiscal Agent undertake no responsibility either to notify the owners of the 2010 Bonds of any
revision or withdrawal of the rating or to oppose any such revision or withdrawal. Any such downward revision
or withdrawal of such ratings may have an adverse effect on the market price of the 2010 Bonds.

UNDERWRITING

The 2010 Bonds are being purehased by E.J. De La Rosa & Co. and Piper Jaffray & Co. (the
"Underwriters") pursuant to a bond purchase agreement. The Underwriters have entered into an agreement with
the Authority and the Agency whereby the Authority has agreed to purchase the 2010 Bonds from the Agency
and concurrently resell to the Underwriters at a purchase price of subject to certain terms
and conditions to be fulfilled by the Agency and the City. The Underwriters have certified to the Agency that
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the 2010 Bonds were re-offered to the general pnblic at the prices or yields set forth on the inside fyont cover
page of this Official Statement. Based on snch celtification, the Underwliting compensation will be
$ . The offering prices may be changed from time to time by the Underwriters.

Piper Jaffray & Co., ("Piper") has entered into an agreement (the "Distribution Agreement") with
Advisors Asset Management, Inc. ("AAM") for the distribution of certain municipal secnrities offerings
allocated to Piper at the original offering prices. Under the Distribution Agreement, if applicable to the 2010
Bonds, Piper will share with AAM a portion of the fee or commission, exclusive of management fees, paid to
Piper.

MISCELLANEOUS

All of the preceding summaries of the 201 0 Bonds, the Agreement, other applicable legislation,
agreements and other docnments are made subject to the provisions of the 2010 Bonds and such documents,
respectively, and do not purport to be complete statements of any or all of such provisions. Reference is hereby
made to such documents on file with the Agency for further information in connection therewith.

Any statements made in this Official Statement involving matters of opinion or of estimates, whether or
not expressly stated, are set fOlih as such and not as representations of fact, and no representation is made that
any ofthe estimates will be realized.

The execution and delivery of this Official Statement by the Executive Director of the Agency has been
duly authorized by the Agency.

REDEVELOPMENT AGENCY OF THE CITY OF SAN
DIEGO

By: ,-- ~

Jerry Sanders, Executive Director
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I. INTRODUCTION
--

The Redevelopment Agency ofthe City ofSan Diego (the "Agency") anticipates issuing three series
of Tax Allocation Bonds in the summer of201 0 to be secured by tax increment revenues from the
City Heights Redevelopment Project Area (the "Project Area") as explained in Section I.C below.
David Taussig & Associates, Inc. ("DTA") has prepared this Fiscal Consultant Report (the
"Report") to project tax increment revenues generated by the increase in assessed value of real and
personal property within the Project Area. In addition, the Report describes the methodology and
assumptions utilized in these projections, evaluating the historic and current taxable values, the
projected values ofnew construction, the effects ofpending assessment appeals, and the property tax
collection and allocation procedures of the County of San Diego (the "County").

A. CITY HEIGHTS PROJECT AREA BACKGROUND

The Ordinance approving the Redevelopment Plan (the "Plan") for the Project Area was
adopted by the City Council of the City of San Diego on May II, 1992 (accomplished by
Ordinance No. 0-17768) and subsequently amended on April 16, 1996 (the "First
Amendment"). The main purpose of establishing the Plan was to eliminate conditions of
blight in the Project Area. In accordance with this purpose, the objectives of the Plan
included the enhancement of positive characteristics of the neighborhoods in the Project
Area and promotion of new projects within the Project Area.

The Plan will remain in effect until forty (40) years from the date of adoption. Pursuant to
subdivision (a) of Section 33333.6 of the Health and Safety Code, the time limit on the
establishment of loans, advances, and bonded indebtedness to be funded through tax
inerement revenues is twenty (20) years from the adoption of the Plan. Also, total
outstanding bonded indebtedness oftlle Projeet Area to be repaid by the allocation of taxes
to the Agency is not to exceed $160 million at any point in time. In aeeordanee with
subdivisions (a) and (b) of Section 33333.6 of the Healtb and Safety Code, the time limit for
the reeeipt of tax inerement revenues is fifty (50) years. Please note that the Agency and the
City of San Diego adopted Ordinance 0-19510 in July 2006 extending (i) the plan
effectiveness deadline to 2033, (ii) repayment of indebtedness deadline to 2043, and (iii) tax
increment receipt deadline by an additional year.

The Redevelopment Plan of the Project was adopted on May II, 1992, and subsequently
amended on April 16, 1996, to remove teITitory and decrease the dollar amounts ofboth the
bonded indebtedness limit and the tax increment limit. The current limits are shown below:
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May 11, 1992
[1]

51 Years [2] $75,400,035 [3] $713,000,000 $160 Million
20 Years fro111

Adoption of Plan

[1] The Project Area is a pre-AB 1290 redevelopment project area.
[2] The time limit for the repayment of indebtedness is also 51 years.
[3] Total receipts for Fiscal Year 2004-2005 through 2008-2009 as shown in Table 10.

The Project Area is administered by the City Redevelopment Division of the City Planning
and Community Investment Department. The Project Area encompasses approximately
2,000 acres ofland, located 5 miles from San Diego's central business district and 6 miles
from the airport and port. Land uses in the Project Area include residential, commercial, and
a small p011ion of public and/or other uses. The Project Area is bounded by Meade and
Monroe Avenues on the north, Euclid Avenue and 54th Street on the east, Home Avenue on
the south and Interstate 805 on the west.

B. COMPREHENSIVE AFFORDABLE HOUSING COLLABORATIVE

In 2006 the Agency approved the pooling of the housing set-aside funds from the
Redevelopment Division's eleven project areas for an Affordable Housing OppOl1Unity
Program to provide greater flexibility in financing affordable housing projects throughout the
City of San Diego. In July 2007, the Agency approved four separate non-revolving housing
lines ofcredit with San Diego National Bank in an aggregate amount of$34 million secured
by the housing set-aside funds from four project areas: City Heights ($11 million); Naval
Training Center ($7.1 million); N011h Bay (88.6 million); and North Park (87.3 million). Of
the 834 million, 829 million was allocated to the Affordable Housing Opp011unity Program,
including City Heights' 811 million. The Affordable Housing Opportunity Program has
provided approximately 826 million for affordable housing projects in the North Park, San
Ysidro, Barrio Logan, Crossroads, and City Heights project areas.

Housing proceeds from the Series 2010 Bonds not needed for housing programs or developer
repayments in the Project Area will be available for projects in other project areas tln'ough
the Comprehensive Affordable Housing Collaborative Program.

C. PROPOSED SERIES 2010 BONDS

The Agency anticipates issuing three series of tax allocation bonds in the summer of2010:
one stand-alone taxable series secured by non-housing tax increment revenues, one stand
alone tax-exempt series secured by non-housing tax increment revenues, and one pooled
taxable series secured by housing tax increment revenues from the Project Area and the
Crossroads, Naval Training Center, North Bay, North Park, and San Ysidro project areas.

The taxable proceeds of the stand-alone bonds supported by non-housing tax increment are
expected to be used for repayment of developer loans, private improvements, acquisition,
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rehabilitation, fa<;ade enhancement, new constmction or opportunity purchases in thc Project
Area. The tax-exempt proceeds of the stand-alone bonds will be used for public
improvements. The proceeds of the pooled housing bonds are expected to be used for
repaying bank lincs of credit and to finance a portion of the costs for low and moderate
income affordable housing projects within or of benefit to the project areas listed above.

D. CURRENT USES OF TAX INCREMENT REVENUES

The following items represent cunent uses of annual net tax increment revenues after
payments are made to tax-sharing agencies.

1. EXISTING CITY HEIGHTS TAX ALLOCATION BONDS

ln 1999, the Agency issued Series 1999A Tax Allocation Bonds and Series 1999B
Tax Allocation Capital Appreciation Bonds for the City Heights Redevelopment
Project Area in the amount of$5,690,000 and $ IO. I40,523, respectively. The Series
1999 Bonds are to be repaid solely from non-housing tax increment revenues.

In December 2003, the Agency issued Housing Set-Aside Tax Allocation Bond
Series A (Taxable) and Series B (Tax-Exempt) for the City Heights Redevelopment
Project Area in the amounts of $4,955,000 and $865,000, respectively. The Series
2003 Bonds are to be repaid solely tI'om housing set-aside funds.

Housing set-aside funds for the Project Area will be used to pay the existing Series
2003 tax allocation bonds prior to the payment ofdebt service on the proposed Series
2010 Bonds. Non-housing funds for the Project Area will be used to pay the existing
Series 1999 tax allocation bonds on parity with the payment of debt service on the
proposed Series 201 0 Bonds.

2. AGENCY DEBT TO THE CITY

a. COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM

ln 2008, the Office of lnspector General ("OIG") of the HUD audited the
City's Conmmnity Development Block Grant ("CDBG") program and issued
a report to HUD which reconunended, among others, that the City initiate
repayment plans for CDBG loans to the Agency. City and Agency statf
worked with HUD representatives over the past year to develop a plan to
address the OIG's report and have agreed upon a 10 year schedule of
repayment to the San Diego CDBG Program. A Febmary 2010 report to the
Agency Board and the City Council recommended that staff be directed to
prepare a CDBG Loan Repayment Agreement betwecn the Agency and the
City for future Board and City Council approval. It was also recommended
that the terms of the proposed Repayment Agreement include the following
provisions, among others: 1) that all repayments made by the Agency
pursuant to the Repayment Agreement and all obligations and any
indebtedness ofthe Agency to the City created by the Repayment Agreement
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shall be subordinate to any pledge of tax increment to bond holders of any
tax allocation bonds which have been or may be issued by the Ageney; and
2) that repayments by the Ageney may be made using tax increment funds,
land proceeds, or other revenues of the Agency.

The total amount ofoutstanding CDBG loans for thc Project Area as ofJune
30,2009 is approximately $4.57 million, of whieh approximately $2.14
million is principal. Loans from the City were provided in the years
preceding and immediately following the adoption ofthe Project Area, to pay
the costs associated with adoption and administration of the Projeet Area
until a sufficient stream of tax increment revenue was generated.

b. NON-CDBG DEBT

Non-CDBG debt includes loans from the City's sales tax, capital outlay,
TransNet (transportation), and general funds and u.s. Depmiment of
Housing and Urban Development 108 loans. The City participated in
redevelopment activities in the Project Area and North Bay project area by
contributing City parcels of land and/or right-of-way (capital outlay). The
estimated value of the land is carried as an interest-bearing loan from the
City to the Agency. In addition, the City invested TransNet funds for
transportation improvements such as street improvements and medians in the
Project Area. The City's funding of these project areas was recorded as
interest bearing loans to the Agency.

The Project Area has approximately $11.3 million in outstanding non-CDBG
related debt to the City as of June 30, 2009, of which approximately $6.4
million is principal. Loans from the City were provided in the years
preceding and immediately following the adoption ofthe Project Area, to pay
the costs associated with adoption and administration of the Project Area
until a sufficient stream of tax increment revenue was generated.

3. SECOND IMPLEMENTATION AGREEMENT (IN-LIEL PAYMENT)

The Agency and Urban Village Commercial LLC, now owned by San Diego
Revitalization Corporation ("SDRC"), have entered into an agreement that requires
SDRC, the owner of Parcel 1 (assessor pm'ceI471-552-34), to pay to the Agency an
annual In-Lieu Payment if such property becomes exempt from real property
taxation. The In-Lieu Payment shall equal the tax amount of the 1% property taxes
that would have been payable by such property if it were not exempt from the tax.

The total maximum amount of the In-Lieu Payment for any fiscal year shall not
exceed $200,000 beginning in Fiscal Year 2003-2004, which will increase on July 1,
2004 and each July 1 thereafter by 2% of the maximum amount for the previous
fiscal year.

According to the agreement, the In-Lieu Payment revenue will be included when
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calculating the Low and Moderate Income Housing Set Aside, but will not be subject
to the tax-sharing agreements mentioned in Section III below. For Exhibit A, we
have assumed that the parcel becomes exempt in Fiscal Year 201 0-2011. Pursuant to
the Second Implementation Agreement, we have projected the In-Lieu Payments
through Fiscal Year 2032-2033 at which point the agreement terminates.
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II. PROJECT TAXABLE VALVES

The County of San Diego Assessor (the "Assessor") determines the assessed valuations of real and
personal property in the Project Area. The secured roll is the County Assessor's roll, which contains
real property for which ad valorem taxes are secured by a lien on the property, and the nnsecured roll
contains business pcrsonal propelty, for which ad valorem taxes are not secured by a lien. The
County assigns values to each Assessor's Parcel, which is listed in turn by an Assessor's Parcel
Number ("APN"). The Connty Assessor releases the equalized County Assessor's roll on or prior to
the first ofJuly ofeach Fiscal Year. At this time, the Auditor ContTOller compiles thc tax roll based
on this information. The Auditor Controller assigns each APN to a Tax Rate Area ("TRA"), which is
a geographic area containing Assessor's Parccls with the same tax rates. The Project Area includes
one TRA: 08-241. The Auditor Controller is responsible for combining the assessed values provided
by the Assessor for all APNs within the Project Area and releasing a report each July showing the
secured and unsecured values for the current and base year as well as the incremental value for the
entire Project Area.

Based on discussions with the County Auditor and County Assessor, there are discrepancies in the
total net assessed values provided by eaeh agency due to procedural differences and timing of
obtaining the data. Please note that Table I is based on values provided by the County Auditor.
Sinee the County Assessor's seemed values are lower than the Auditor's values, we have
conservatively used the lower secured values in Tables 2, 3, II, and 12 and the tax increment
projections in Tables 13 and Exhibit A. The secured assessed values shown in Tables 13 and Exhibit
A are based on the County Assessor assessed values and the unsecured assessed values shown in
these tables are based on the County Auditor values.·Please note that the Fiscal Year 2009-201 0
assessed values shown herein are dated as of January I, 2009.

A. HISTORIC TAXABLE VALVES

DTA researched historic seemed and unsecured taxable values in the Project Area for Fiscal
Years 1999-2000 through 2006-2007. These values, which are based on infonnation
provided by the County of San Diego Auditor/Controller are shown in Table I. As listed in
the table, the Fiscal Year 1999-2000 base year value for the Project Area is approximately $1
billion following adjustments downward of $13.6 million and $3.9 million made by the
County in Fiscal Year 2004-2005 and Fiscal Year 2005-2006, respectively. The total secured
and unsecured value for the Project Area has risen from nearly $1.03 billion for Fiscal Year
1999-2000 to over $2.17 billion for Fiscal Year 2009-201 0, an increase of approximately
III %.

As shown in Table I below, assessed values for property located within the Project Area
experienced double-digit percentage increases from Fiscal Year 2000-2001 through Fiscal
Year 2007-2008. Much of this annual increase can be attributed to value changes due to
changes in ownership and new development which resulted in the construction of
approximately 509 new residential units since Fiscal Year 2004-2005.

In Fiscal Year 2009-2010, property located within the Project Area experienced a decline in
value ofapproximately 17% from Fiscal Year 2008-2009. Most ofthe reduction in value was
due to assessment appeals and Proposition 8 reductions made by the County Assessor. Please
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see Section II.D.2 below for more infonuation regarding the decline in value for Fiscal Year
2009-2010.
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TABLE 1
HISTORICAL TAX INCREMENT VALUES [1]

FY 1999-2000 FY 2000·2001 FY 2001·2002 FY 2002.2003 FY 2003-2004 FY 2004-2005 FY 2005·2006 FY 2006_2007 FY 2007·2008 FY 2008-2009 FY 2009-2010
Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value

Secured Values [2}

locd $513.731,399 $544,150,577 $597,676,005 $651.186,363 $718,066,722 $808,186,825 $954,331,852 $1,098,624,619 $1,237.439,530 $1,277,126,102 $1,126.605,838
Improvement 530,228,421 572,461,560 628,517,349 719,451.309 816,902,776 935,496,965 1,034,147.857 1,135.797,730 1,181,724,885 1,225,944,644 1,155,644,029
Personal Property 1,725,572 1,744,670 1,169,528 746,160 1,349,268 967.570 898,966 779.701 787,089 895.436 244,746

Gross Value 1,045,685,392 1,118,356,307 1,227,362,882 1,371,383,832 1,536,318,766 1,744,651.360 1,989,378,675 2,235.202,050 2,419,951,504 2,503,966,132 2.282,494,613
less Exemptions (31,489,443) (43,086,650) (44,494,292) (49,927,599) (59.296,890) (72,662,714) (7B,152,984) (90,345,158) (101,794,576) (11'1.4T1,669) (139,471,633)

Total Secured 1,014,195,949 1,075,270,157 1,182,868,590 1,321,456,233 1,477,021,876 1,671,988,646 1,911,225,691 2,144,856,892 2,318,156,928 2,386,488,513 2,143,022,980

Unsecured Values (2]

land 0 0 0 0 0 0 0 0 0 0 0
Improvement 6,029,314 6,475,812 4,T75,076 6,504,116 7,857,612 8,203,384 12,627,198 13,159,493 11.458,780 14,43'1,005 13,917,524
Personal Property 11,729.284 12,393,628 13,303,038 15,104,288 19,779,229 18,107,114 18,957,365 19,416,317 21.017,336 20.775,942 20,065,147

Gross Value 17,758,598 18,869,440 18,078,114 21,608,404 27,636,841 26,310,498 31,584,563 32,575,310 32.476,116 35212.'24'1 33,982,671
less Exemptions (543,891) (574,461) (908,619) (122,225) (301,222) (1,016,459) (3,554,007) (4,'163,345) (3,492,981) (6,015,024) (5,526,336)

Total Unsecured 17,214,707 18,294,979 17,169,495 21,486,179 26,835,619 25,294,039 28,030,556 27,812,465 28,983,135 29,197,923 28,456,335

Total Secured and Unsecured 1,031,410,656 1,093,565,136 1,200,038,085 1,342,942,412 1',503,857,495 1,697,282,685 1,939,256,247 2,172,669,357 2,347,140,063 2,415,686,436 2,171,479,315

Percentage Change in Total Value NA 6,03% 9.74% 11,91% 11,98% 12,86% 14.26% 12.04% 8.03% 2,92% -10,11%

Base Year Value 1,023,428,875 1,023,428,875 1,023,428,875 1,023,428,875 1,023,428,875 1,009,805,618 !3] 1,005,885,605 !4] 1,005,885,605 1,005,885,605 1,005,885,605 1,005,885,605

Incremental Value 7,981,781 70,136,261 176,609,210 319,513,537 480,428,620 687,477,067 933,370,642 1,166,783,752 1,341,254,458 1,409,800,831 1,165,593,710

Percentage Change in Incremental Value NA 778.70% 151,81% 80,92% 50.36% 43,10% [5J 35,77% [5] 25,01% 14,95% 5,11% [6J -17.32% [6]

III Assessed vfll"es as of 1/1 of the initiHI yeflr 01 eflch fLsc~t ye~r (i.e, 111109 for FY 2009-2010).

!21 Based on infmmfltion provirl~d by the County of San Diego A"ditoflContmller as indicnted in report ''Val File-04 PSWP70@'",

PI Sase value was arlj"slNI downw~rd by S13.6 mllliGn in FY 2004-2005 d"9 to property ~cq"isitions by the SRn Die!!" U"ifind Sd,OQI OisjrirllN np,w sch",,1 sites

!41 Base value was arljusfed downward oy ,,:>,9 milion in FY 2.0OS-2.006 due lo properly acquisitinns by lhe S~n Di~go Unified &hrlotDi$j,jd for news~hrlotsltes

lSI Perce"t"fl~ clvmge I~ ann"al ;~crementalvatue wnutd be impacled by r,hang~s in the bes~ y~ar val""

(€I) Ad<litinnal infnrmation rngllrding III" 310wer rale ot incr"as" or decrease In the ove<aU tot~1 ""I<1e C"" be tound In Table 8, M"r.h of Ihe red"ction in "aille in Fiscal Year 2009-2010 was du" fo assessment appeals ~nd Prarosition 8 reductions,

Note: Table I is based on values provided by thc Auditor ""hilc Tables 2, 3, ] I, and] 2 arc based on values provided by the County Assessor. Based on discussions with thc County
Auditor/Controller and County Assessor, discrepancies in the total net assessed values arc due to procedural differences and timing in obtaining exemption data.
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B. VALUES BY LAND USE TYPE

The Project Area includes a combination Oflllild uses based on an analysis oftbe Fiscal Year
2009-201 0 Assessor's roll, This allocation indicates that 82,94% of the Project Area
valuation is attributable to residential (including 56,92% ofmultifamily residential land use
llild 25.58% of single family residential land use), 15.91 % of the value is attributable to
commercial property (of which 5.25% is retail and 7.92% is office space), 0.77% is
attributable to industrial property, 0.25% is attributablc to institutional property, 0.08% is
attributable to recreational property, and 0.05% is attributable to miscellaneous uses. Thc
breakdown by land use type is shown in Table 2.

TABLE 2
FY 2009-2010 ASSESSED VALUE BY LAND USE

Secured Total Net Percent of
Land Use [1J No. of Parcels [1] Units Assessed Value [2] Net Assessed Value

Residential Property (land use codes 07 through 19)

Vacant Residential 176 0 $8,698,997 0.41%

Single-Family Residential 3,582 3,606 $542,231,690 25.58%

Multi-Family Residential 4,669 15,971 $1,206,234,366 56.92%

Miscellaneous 6 8 $605,639 0.03%

Subtotal 8,433 19,585 $1,757,770,692 82.94%

Commercial Property (land use codes 20 through 39)

Office Space 399 NA $167,814,006 7.92%

Retail 90 NA $111,171,252 5,25%

Vacant Land 72 NA $11,956.766 0.56%

Other Uses 100 NA $46.308,870 2.19%

Subtotal 661 NA $337,250,894 15.91%

Industrial Property (land use codes 40 through 49) 57 NA $16,323.025 0.77%

Instftutional Property (land use codes 70 through 79) 44 NA $5,276,238 0.25%

Recreational Property (land use codes 80 through 84) 3 NA $1,669.842 0.08%

Miscellaneous Use (land use codes 88 through 89 and 00) 2 NA $1,054.089 0.05%

Total 9.200 19,585 $2,119,344,780 100.00%

[1] InCludes parcels with a net assessed value equal to $0, Excludes parcels owned by public agencies based on tinal FY 2009-10 Assesssor's Roll

[2] Based on final FY 2009-201 0 Assessor's Roll. Land use codes provided by the County Assessor.

C. TEN MAJOR ASSESSEES

Table 3 presents the top ten assessees from the Fiscal Year 2009-2010 equalized rolL The
table shows the assessee name/owner, the land use of Assessor's Parcels under their
ownership, the number of Assessor's Parcels undcr their ownership, the total net assessed
valuation under their ownership, the percentage of the total Project Area assessed value
represented by that owner's propeliy, and the percentage of the total Project Area
incremental value represented by the applicable owner's property.

As ofMay 10,2010, all top ten assessees are current in the payment of their property taxes.
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Five of the top ten assessees have filed assessment appeals for their propetiy. Two of the
appeals have been resolved with a total reduction in value of $3,386,354. The remaining
three appeals have not yet been resolved by the County, but DTA has assumed the appeal is
resolved in favor of the applicant at a rate of 80% of the contested value as described in
Section Il.D below. The reduced value is reflected in Table 13 and Exhibit A.
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TABLE 3
FY 2009-2010 TOP TEN ASSESSEES

Owner

BR Workforce LLC
Urban Village Residential LLC
American Stores Co LLC [3]
San Diego Ridge LLC [4]
City Heights Retail Village [5]
Pearson Ford Properties [6J

Prickett Family Trust 11-9-95
Blue Comer Capital LLC [7]
San Diego Revitalization Corp.
RTC-1 llC

Grand Total

Land Use

Office/Store Buildings/Garage/Lot
Multi-Family Residential

Grocery/Drug Store - Large Chain
Multi-Family Residential

Community Shopping Center
Multi-Family Residential/Auto Sales/Service

Agency/Auto Garage
Multi-Family Residential
Multi-Family Residential

Office Buildings - Single-Family Residential
Auto Sales/Service Agency

NA

No. of Parcels [1]

2
1
1
1
1

10

19
3
1
1

40

Secured Total Net
Assessed Value [2]

$18,212,376
$18,067,269
$15,352,846
$12,886,354
$10,438,474
$10,175,938

$9,439,396
$7,639,633
$7,626.845
$7,353,000

$117,192,131

Percent of Secured
Total Net Value

0.86%
0.85%
0.72%
0.61%
0.49%
0.48%

0.45%
0.36%
0.36%
0.35%

5.53%

Percent of
Incremental Value [2]

1.56%
1.55%
1.32%
1.11%
0.90%
0.87%

0.810/0
0.66%
0.65%
0,63%

10.05%

SECURED TOTAL NET ASSESSED VALUE OF TOP 5 OWNERS:
SECURED TOTAL NET ASSESSED VALUE OF TOP 10 OWNERS:
SECURED TOTAL NET ASSESSED VALUE
TOTAL TAX INCREMENT VALUE:

PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 5 OWNERS TO TOTAL SECURED NETVALUE:
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 5 OWNERS TO TOTAL TAX INCREMENT VALUE:

PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL SECURED NET VALUE:
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL TAX INCREMENT VALUE:

$74,957,319
$117,192,131

$2,119,344,780
$1,165,593,710

3.54%
6.43%

5.53'%
10.05%

[1] Includes parcels with a net assessed value equal to $0. Excludes parcels owned by public agencies based on final FY 2009-10 Assesssors Roll.

[2] Based on final FY 2009-2010 Assessor's Roll.

[3] As shown in the Appeals section, American Stores Co LLC contests that the value of its parcel should be reduced to $11,514,000. 1he appeal was filed under the name Supervalu - Albertsons and has not yet been resolvad by Ihe County,
but DTA has assumed the appeal is resolvad in faloOr of the applicant at a rate of 80% of the contested value as described in the Appeals section. The reduced value is not shown abova, but has been reflected in the tax increment projections
herein.

[4] As shown in the Appeals section, San Diego Ridge LLC contested that the value of its parcel should be reduced to $8,376,130. The appeal was resolvad with the County reducing the wlue of the parcel to $9,500,000 after the FY 2009-10
Assessor's Roll was finalized on 1/1/2009. 1118 reduced wlue is not shown abo\€. but has been reflected in the tax increment projections herein.

[5] As shown in the Appeals section, City Heights Retail Village contests that the value of its parcel should be reduced to $7,830.000. The appeal was filed under the name Supervalu - Albertsons and has not yet been resolvad by the County.
but DTA has assumed the appeal is resolved in fa\Or of the applicant at a rate of 80% of the contested wlue as described in the Appeals section. The reduced value is not shown abova, but has been reflected in the tax increment projections
herein,

!6] As shown in the Appeals seclion. Pearson Ford Properties contests that the value of one of its ten parcels should be reduced from the original value of $552,037 to $220.000. The appeal has not yet been resol\€d by the County, but DTA has
assumed the appeal is resol-.ed in faloOr of the applicant at a rate of 80% of the contested value as described in the Appeals section. 1he reduced value is·not shown abova, but has been reftecled in the tax increment projections herein.

[7J As shown in the Appeals section, Blue Comer Capital LLC contested that the value of its three parcels should be reduced to $4,250,000, The appeal was resoll,€d with the County with no reduction in value.
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D. ASSESSMENT ApPEALS

1. INTRODUCTION

Ifa property owner believes that the assessed value ofhis/her property is inaccurate,
an appeal may be filed with the County Assessment Appeals Board during the period
between July and November of each fiscal year. A resolved appeal may produce a
reduction in the original contested value and a refund to the property owner for
overpaid property taxes. If the appeal is withdrawn, there is no change in the original
value.

During a real estate market downtum, the market value of property may fall below
the assessed value. Under State law, Proposition 8 allows property owners to apply
for a temporary reduction in assessed value to match the current market value. As
market values increase, the assessed property values will also increase up to the
original assessed value (plus the annual Califomia Consumer Price Index ("CPI")
increase, not to exceed 2%, as stipulated by Proposition 13).

In addition, the County Assessor's office allows propeliy owners to file a Proposition
8 reduction request to their area appraiser between January and May of each fiscal
year in order to reduce the assessed value of their property without baving to file an
assessment appeal with the County Assessment Appeals Board, otherwise known as
an informal review. The County Assessor's office provides this option to property
owners in order to limit the number ofassessment appeals requiring hearings before
the County Assessment Appeals Board. In order to calculate the reduced assessed
value, the area appraiser will use several variables, including the date of
construction, land use type, and recent comparable sales from the surrounding area.

A property owner may file multiple appeals for one parcel (for the same or different
fiscal year), resulting in a parcel having several appeals being reviewed by the
County Assessment Appeals Board at any time. Based on discussions with the
County Assessment Appeals Board, in cases where multiple appeals have been filed
on one parcel, typically one appeal will be resolved and snbsequent appeals will not
result in further reductions of value. Therefore, for purposes of this analysis, DTA
has assumed only one appeal resulted in a reduction in value, and subsequent
pending appeals will result in no change in value.

As of March 8, 2010, there were 278 unresolved appeals for 267 parcels within the
Project Area. Tables 4 through 7 show recent historical assessment appeals in the
Project Area, providing the following information: fiscal year in which appeal was
received, land use, owner/applicant name, number of parcels being appealed by
owner/applicant, whether or not appeal is for Proposition 8, number of pending
appeals included in our analysis (when multiple appeals have been filed on one
parcel), the status ofthe appeal, the contested assessed value, the applicant's opinion
of value, the proposed changed value for pending appeals or board approved value
for resolved appeals, and the impact of the changed values.
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2. ApPEALS INFORMATION PROVIDED BY THE COUNTY

The County Assessor has provided the following information for inclusion in this
Fiscal Consultant Report.

For Fiscal Year 2009-2010, the County Assessor's office received
approximately 32,000 applications County-wide for reductions of assessed
values of real property during their "infOlmal" review process (11112009 
5/30/2009) for such fiscal year. In addition to the 32,000 infoill1al
applications, the County Assessor's office was proactive and, on its own,
reduced the assessed values for approximately 72,000 propeliies County
wide. Less than 3,500 of the 104,000 total reductions were for non
residential properties. When the County Assessor's office receives a large
number of requests from a specific area, such as a condominium complex or
subdivision of tract homes, the County Assessor may choose to review the
entire complex or the entire tract.

In addition to the 104,000 reductions discussed above, over 6,447 "formal"
assessment appeal applications were received for Fiscal Year 2009-2010
during the County's formal review period (7/2/2009 - 11/30/2009) for such
fiscal year. Because these appeals are going through the County's fonnal
process, any reductions to value will take longer to appear on the tax roll than
reductions made tbrough the County's informal appeal process described
above.

For the Fiscal Year 201 0-2011 roll, the County Assessor estimated a County
wide reduction in net assessed value of approximately 1.0% from the Fiscal
Year 2009-2010 roll. This reduction is based on economic factors such as
lower sales prices, reduced levels of new construction, Fiscal Year 2009
2010 appeals/reductions, as well as the 0.237% decline in the CPI whieh will
be applied to all propeliy subject to Proposition 13 (rather than the typical
2% annual increase). For Fiscal Year 2011-2012, the County Assessor
estimates a County-wide reduction similar to Fiscal Year 2010-2011, based
on historical trends.

In order to estimate the magnitnde of the Fiscal Year 2010-2011 change in
value for the Project Area, DTA compared the Project Area reduction in
value from Fiscal Year 2008-2009 to Fiscal Year 2009-2010 to the County
wide reduction in value for the same period. Based on discussions with the
Agency, the Project Area is anticipated to experience declines that are
significantly larger than the County-wide average due to project specific
factors. Therefore, we have assumed a reduction in value of 8% and 3% for
Fiscal Years 2010-2011 and 2011-2012, respectively. The chmi below
summarizes the reduction in assessed valnes and its impact on incremental
value.
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-3%
-8%

-10%Actual 2009-2010 -3%
I-=E:'-st"'il'"'n=a'=te-"d:-'2-"0:'-1-"0=-2:c'Oc

c

IC":I-+--- -I%0'----1

Estimated 2011-2012 -1%
[1] Basc<..! on information provided by the County of San Diego Assessor's Office.

3. HISTORICAL ApPEAL REDUCTIONS

DTA researched the pending and recently resolved assessment appeals to determine
how tax refunds as a result ofappeals might reduce the tax increment received by the
Agency from the Project Area.

For pUllJoses ofthis analysis, DTA has excluded any appeals that were withdrawn by
the applicant. In addition, DTA has assumed that pending appeals resulted in a
reduced value equal to the greater of the applicant's opinion of value or 80% of the
contcsted valuc. The estimated reduction for pending appeals is based on an analysis
of resolved assessment appeal data for propcrty in the Project Area, other project
specific factors, and estimated County-wide value reductions going forward as
explained in Section 1l.D.2 above.

4. FISCAL YEAR 2006-2007 ApPEALS

During Fiscal Year 2006-2007, a total of 14 appeals were filed in the Project Area as
shown in Table 4. Eight appcals were resolved with no change in value for Fiscal
Year 2006-2007. Six appeals with a total Fiscal Year 2006-2007 assessed value of
$1,807,000 were resolved with a reduction in value of $332,000 for Fiscal Year
2006-2007.
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TABLE 4
FY 2006·2007 ASSESSMENT APPEALS

Numberof
Pending

Number of Appeals Applicants Percentage
Numberof Prop 8 Included in Opinion of Resolved { ImpacWalue Change of

Land UsefApplicant Name Appeals Appeals Analysis Assessed Value Value Pending Value Change Assessed Value

Pending Appeals 0 0 0 $0 $0 $0 $0 0.00%

Resolved Appeals
Residential
INDNIDUAL HOMEOWNERS 13 7 0 $3,704,468 $1,759,311 $3,522,468 ($182,000) --4.91%
Subtotal- Residential 13 7 NA $3.704,468 $1,759,311 $3,522,468 ($182,000) --4.91%

Non-Residential 0 0 '0 '0 '0 $0 0.00%
IMAJINE LLC DBA MCDONALD'S 1 1 0 $1,450,000 $1,150,000 $1,300,000 ($150,000) ·10.34%
Subtotal· Non-Residential 1 1 NA $1,450,000 $1,150,000 $1,300,000 ($150,000) -10.34%

Pending Appeals 0 0 0 '0 '0 $0 $0 0,00%
Resolved Appeals Prior to Final FY 2009-2010 Assessor Roll 13 7 NA $3,704,468 $1,759,311 $3,522,468 ($182,000) --4_91%
Resolved Appeals After Final FY 2009·2010 Assessor Roll 1 1 NA $1,450,000 $1,150,000 $1,300,000 ($150,000) -10.34%
Total FY 2006·2007 Pending and Resolved Appeals 14 8 NA $5,154,468 $2,909,311 $4,822,468 ($332,000) -6,44%
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5. FISCAL YEAR 2007-2008 ApPEALS

During Fiscal Year 2007-2008, a total of63 appeals were filed in the Project Area as shown in Table 5. Eleven appeals were resolved
with no change in value for Fiscal Year 2007-2008. Fifty appeals with a total Fiscal Year 2007-2008 assessed value of$22,608,757
were resolved with a total reduction in value of $3,836,757 for Fiscal Year 2007-2008.

For the remaining two pending appeals for Fiscal Year 2007-2008 with a combined total Fiscal Year 2007-2008 assessed value of
$738,276, DTA has estimated a total reduction of$147,655 which represents 20.00% ofthe contested value as described in Section
1I.D.3 above.

TABLE 5
FY 2007·2008 ASSESSMENT APPEALS

Number of
Pending

Number of Appeals Applicants Percentage
Number of Prop 8 Included in Opinion of Resolved I ImpacWalue Change of

land UsefApplicant Name Appeals Appeals Analysis Assessed Value Value Pending Value r1] Change Assessed Value

Pending Appeals
Residential
INOI\flOUAl HOMEOWNERS 2 0 2 $738.276 $295,815 $590,621 ($147,655) -20.00%
Subtotal- Residential 2 0 2 $738.276 $295,815 -$590,621 ($147,655) -20.00%

Resolved Appeals
Residential
ALLEMOC PROPERTIES LLC 1 1 0 $1,045,500 $950,000 $825,000 ($220,500) -21.09%
MANUCHEHR KAMAUTAH KAJA DEVELOPMENT LLC 1 1 0 $946,764 $780,000 $780,000 ($166,764) -17,61%
INDIVIDUAL HOMEOWNERS 57 53 0 $23,758,852 $18,840,588 $20,341,175 ($3,417,677) -14,38%
Subtotal_ Residenlial 59 55 NA $25,751,116 $20,570,588 $21,946,175 ($3,804,941) -14.78%

Non-Residential 0 0 $0 $0 $0 $0 0.00%
IMPSON 1 1 0 $905,148 $800,000 $905,148 $0 0.00%
ouae TRAN 1 1 0 $561,816 $540,000 $530,000 1$31,816) -5.66%
Subtotal- Non-Residential 2 2 NA $1,466,964 $1,340,000 $1,435,148 ($31,816) -2.17%

Pending Appeals 2 0 2 $738.276 $295,815 $590,621 ($147,655) -20.00%

Resolved Appeals Prior to Final FY 2009·2010 Assessor Roll 57 53 NA $24,764,513 $19,855,588 $21.226,323 ($3,538,190) -14.29%

Resolved Appeals After Final FY 2009·2010 Assessor Roll 4 4 NA $2,453,567 $2,055,000 $2,155,000 ($298,567) -12.17%

Total FY 2007·2008 Pending and Resolved Appeals 63 57 NA $27,956,356 $22.206,403 $23,971,944 ($3,984,412) -14.25%

[1J For any appeals that have not been resolYBd at this time DTA has assumed the appeal resulted in a reduction equal to the lesser afthe applicant's opinion of value or a rate of 80% of the contested value. Actual resolved appeals in the project area
since FY 2006-2007 resUlled_il]__an_._<l_verClR~ ~~~_lI(:;tion of ?,2%,..
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6. FISCAL YEAR 2008-2009 ApPEALS

During Fiscal Year 2008-2009, a total of 41 0 appeals were filed in the Project Area
as shown in Table 6. Thirty-three appeals were resolved with no change in value I,x
Fiscal Year 2008-2009. In addition, 303 appeals with a total Fiscal Year 2008-2009
assessed value of $137,354,490 were resolved with a total reduction in value of
$34,957,238 for Fiscal Year 2008-2009.

For the remaining 74 pending appeals for Fiscal Year 2008-2009 with a combined
total Fiscal Year 2008-2009 assessed value of $40,860,369, DTA has estimated a
total reduction of $6,941,879 which represents 16.99% of the contested value as
described in Section II.D.3 above.
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-TABCE6- -

I FY 2008·2009 ASSESSMENT APPEALS

1 Number of

I

Pending
Number of Appeals Applicants Percentage

kand Use/Applicant Name
Numberof Prop 8 Included.!n Opinion of Resolved I ImpactlValue Change of

Appeals Appeals Analysis [2] Assessed Value Value Pending Value [1] Change Assessed Value

I

IPendingAppeals

I

Residential
AMPHAVANNASOUK SOUK 2003 1 1 1 $346,376 $256,667 $277,101 ($69,275) -20.00%
BGPC LAS PALMAS LLC 1 1 1 $4.219,740 $2,000,000 $3,375,792 ($843,948) -20.00%

, DION DEVELOPMENT INC 1 1 1 $272,728 $120,920 $218,182 ($54,546) ~20.00%

i
HOllYWOOD PARK APTS, lP 1 1 1 $2,451,708 $1.838,750 $1,961,366 ($490,342) -20,00%
PERIG PROPERTIES, lLC 2 2 2 $1,731,890 $1.012,274 $1,385,512 ($346,378) ~20.00%

TANYA LOU CONSTELLATION INVESTMENT GROUP LLC 1 1 1 $59,603 $40,000 $47,682 ($11,921) ~20.00%

INDIVIDUAL HOMEOWNERS [1,21 59 52 54 $22,959,751 $15,545,252 $19,563,811 ($3,395,940) -14.79%
Subtotal- Residential 66 59 61 $32,041,796 $20,813,863 $26,829,447 ($5,212,349) -16.27%

Non-Residential
AMERICAN DRUG STORES INC. 4 4 4 $4,410,552 $3,100,000 $3,528,442 ($882,110) -20,00%
HOMEIFAIRMOUNTREAL ESTATE HOLDINGS 1 1 1 $1,920,466 $1,500,000 $1,536,373 ($384,093) -20.00%
JOANNA NAVVROSKI-WOZNIAK [1] 1 1 1 $832,269 $700,000 $700,000 ($132,269) -15.89%
KARl CHAU 1 1 1 $483,786 $100,000 $387,029 ($96,757) -20.00%
MAUCHSHAHNAZ 1 0 1 $1,171,500 $595,000 $937.200 ($234,300) -20.00%
Subtolal- Non-Residential 8 7 8 $8,818,573 $5,995,000 $7,089,043 ($1,729,530) -19.61%

ResolvedAppeals
Residential
4113 43RD ST LLC 1 1 0 $939,168 $600,000 $600,000 ($339,168) -36.11%
CHAPPELL CREEK HOLDINGS LLC 1 1 0 $583,293 $325,000 $385,000 ($198,293) -34,00%
EAGLE 100, LLC 2 2 0 $1,683,178 $1,440,000 $1,440,000 ($243,178) -14,45%
FOlEY PROPERTYASSETS LlC 3 3 0 $4,146,400 $2,795,000 $3,530,000 ($616,400) -14,87%
GOSPORTLLC 1 1 0 $1,413,720 $1,100,000 $1,100,000 ($313,720) -22,19%
ISLAMIC FOUNDATION OF SAN DIEGO 1 0 0 $645,500 $420,000 $420,000 ($225,500) -34.93%
TANYA LOU CONSTELLATION INVESTMENT GROUP LlC 3 3 0 $151,818 5120,000 $151,818 $0 0.00%
TB VVRAPS INC 1 0 0 $965,000 $930,000 $930,000 ($35,000) -3.63%
T HUY INVESTMENT LlC 1 1 0 $905,760 $655,500 $655,500 (5250,260) -27,63%
TOMA INVESTMENTS, INC 1 1 0 $818,316 $485,000 $485,000 ($333,316) -40.73%
INDIVIDUAL HOMEOWNERS 316 315 0 $132,357,332 $91,646,596 $100.610,013 ($31,747,319\ -23,99%
Subtotal Residential 331 328 NA $144,609,485 $100,517,096 $110,307,331 ($34,302,154) -23.72%

Non-Residential
FRANCISCO & MARIA LOPEZ 2 2 0 $428.726 $287,245 $300,000 ($128,726) ~30.03%

LABONTE GHISLAIN 1 1 0 $408,564 $225,000 5288,000 ($120,564) ~29.51%

LEONPHAM 1 1 0 $1,353,038 $850,000 $1.190,000 ($163,038) -12.05%
REFUGIO IBARRA 1 1 0 $405,756 $300,000 $163,000 i$242,756l ~59.83%

Subtotal- Non-Residenlial 5 5 NA $2,596,084 $1,662,245 $1,941,000 ($655,084) -25.23%

Ipending Appeals 74 66 69 $40,860,369 $26,808,863 $33,918,490 ($6,941,879) -16.99%
[Resolved Appeals Prior to Final FY 2009"2010 Assessor Roll 241 241 NA $81,465,279 $56,115,513 $62,833,216 ($18,632,063) -22.87%

IResolved Appeals After Final FY 2009·2010 Assessor Roll 95 92 NA $65,740,290 $46,063,828 $49,415,115 ($16,325,175) -24,83%

!Total FY2008"2009 Pending and Resolved Appeals 410 399 NA $188,065,938 $128,988,204 $146,166,821 ($41,899,117) ~22.28%

i
1[1] For any appeals that have not been resolved at this time, DTA has assumed the appeal resulted in a reduction equal to tll8 lesser of the applicant's opinion of value or a rate of 80% of the contested value. Actual resolved appeals in the project area since FY
i2006-2007 resulted in an average reduction of 22%,

"21 A arce! ma have multi Ie a eals filed b a ro em/owner. Foroumoses of this analvsis we have assumed onlvone aooeal resulted in a reduction in value and subsenuent nendino anneals wm result in no chanae in value.

- -
Fiscal Consultant Report
City Heights Redevel."op~I.."..e"'''"'t"p"r,;o"ie"ce.t.'-A"r""e"a .~ . .

Page 18
Jul)' 9, 2010



7. FISCAL YEAR 2009-2010 ApPEALS

During Fiscal Year 2009-2010, a total of213 appeals were filed in the Project Area
as shown in Table 7. Three appeals were resolved with no change in value for Fiscal
Year 2009-2010. Eight appeals with a total Fiscal Year 2009-2010 assessed value of
$10,896,385 were resolved with a total reduction in value of$4,991,018 for Fiscal
Year 2009-2010.

For the remaining 202 pending appeals through Fiscal Year 2009-201 0 with a
combined total Fiscal Year 2009-2010 assessed value of $141,040,301, DTA has
estimated a total reduction of$19,423,797 which represents 13.77% of the contested
value as described in Section 11.D.3 above.
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TABLE 7
FY 2009-2010 ASSESSMENT APPEALS

Number of
Pending

Number of Appeals Applicants Percentage
Number of PropS Included in Opinion of Resolved I ImpacWalue Change of

Land Use/Applicant Name Appeals Appeals Analysis [2J Assessed Value Value Pending Value [1] Change Assessed Value

Pending Appeals
Residential
44TH & EL CAJON LLC cia CVS REALTY CO 2 2 2 $889,153 $400,000 $711,322 ($177,831) -20.00%
BECAUSE OF GRACE LLC 1 1 1 $82,000 $68,000 $68,000 ($14.000) -17.07%
BGPC LAS PALMAS LLC [2] 1 1 0 $4,337,410 $3,190,000 $4.337,410 $0 0.00%
CHAPPELL CREEK HOLDINGS LLC [2J 1 1 0 $594,958 $289,967 $594,958 $0 0.00%
DOUBLE RP INVESTMENTS LLC, BLUE CORNER [2] 3 0 0 $7.639,633 $6.349,999 $7,639,633 $0 0.00%
FOLEY PROPERTY ASSETS LLC [2J 2 2 1 $2,963,128 $1,185,000 $2.541,128 ($422,000) -14.24%
HOMEQUITY FUNDING CORPORATION 2 2 2 $273.153 $90,000 $218.522 ($54.631) -20.00%
JAMR PROPERTIES LLC 2 2 2 $1,203.443 $749,998 $962,754 ($240,689) -20.00%
JIJ ENTS LLC 1 1 1 $668.560 $434.500 $534,848 ($133.712) -20.00%
LAKESHORE CALIFORNIA. 40, LP 1 1 1 $639.394 $447,579 $511,515 ($127,879) -20.00%
PATONYLLC 2 0 2 $242,000 $140,000 $193,600 ($48,400) -20.00%
PEARSON FORD PROPERTIES. LLC 1 1 1 $552,037 $220,000 $441,630 ($110.407) -20.00%
PERIG PROPERTIES [2J 2 2 0 $1,731.890 $945,868 $1,731,890 $0 0.00%
SAN DIEGO FAMILY HOUSING LLC 1 1 1 $3,567,747 $2,500,000 $2,854,198 ($713,549) -20.00%
TOMA INVESTMENT, INC. [2J 1 1 0 $834,681 $405,000 $834.681 $0 0.00%
WELLS FARGO BANK NA 1 1 1 $486,010 $100.000 $388,808 ($97,202) -20.00%
INDIVIDUAL HOMEOWNERS [1. 21 157 153 138 $68,000,546 $45,512,339 $58,595,699 ($9.404,847) -13.83%
Subtotal- Residential 181 172 153 $94,705,743 $63,028,250 $83.160,597 ($11.545,146) -12.19%

Non-Residential
3877 42ND STREET LLC 1 1 1 $764.694 $540,000 $611,755 ($152,939) -20.00%
44th & EL CAJON LLC [2J 2 2 0 $3,899,305 $3,100,000 $3,899,305 '0 0.00%
7-ELEVEN #13659 BOONE-YOUN FAMILYTRUST 1 1 1 $535,802 $400.000 $428,642 ($107,160) -20.00%
BANKIM SHAH 1 1 1 $614,314 $430,020 $491,451 ($122,863) -20.00%
CAJON EL 2 2 2 $1,664.638 $1,000,000 $1,331,710 ($332,928) ·20.00%
DONALD WEISS 1 1 1 $589.923 $515,000 $515,000 ($74,923) -12.70%
DRAKE FAMlLY 1987 TRUST 1 1 1 $709,552 $398,624 $567,642 ($141,910) -20.00%
FINESTCfTYOfl CORP 1 0 1 $1,350,000 $163,816 $1,080.000 ($270,000) -20.00%
KACHI FAMILY TRUST 2 2 2 $681,929 $269,000 $545,543 ($136,386) -20.00%

NORMAN TIMINERI [1 J 1 1 1 $4,281,876 $3,677,504 $3,677,604 ($604,372) -14.11%
PETROS HANAEE 1 1 1 $580.853 $400,000 $464,682 ($116.171) -20.00%
SHAH FAMILY TRUST 1 0 1 $520,200 $364,140 $416.160 ($104,040) -20.00%

SUPERVALU -ALBERTSONS [3} 2 0 2 $25.791,320 $19,344,000 $20;633,056 ($5,158,264) -20.00%
THAI INC [1] 2 2 2 $1,394,136 $1.219,000 $1.219,000 ($175,136) -12.56%

WELLS FARGO BANK [1] 1 1 1 $2,459,196 $2,177,000 $2,177,000 ($282.196) -11.48°/~

WILLIAM TO 1 1 1 $496,820 $260,000 $397,456 ' ($99,364) -20.00%

Subtotal- Non-Residential 21 17 19 $46.334.558 $34,258,104 $38,455,907 ($7,878.651) -17.00%

Fiscal Consultant Report
City Height.., Redevelopmenf..~!~~!L~cc-tc-A:.:.,.:.:.e:.:.a _

Page 20
Ju(v 9, 2010



TABLE 7 CONTINUED
FY 2009·201 0 ASSESSMENT APPEALS

Number of
Pending

Number of Appeals Applicants Percentage
Number of Prop 8 Included in Opinion of Resolved I ImpactNalue Change of

Land Use/Applicant Name Appeals Appeals Analysis [2J Assessed Value Value Pending Value [1] Change Assessed Value

ResolvedAppeals
Residential
BLUE CORNER CAPITAL LLC 3 3 0 $7,639,633 $4,250,000 $7,639,633 $0 0.00%
SAN DIEGO RIDGE, LLC 1 1 0 $12,886,354 $8,376,130 $9,500,000 ($3,386.354) -26.28%
DELBIANCO 1 1 0 $489,600 $400,000 $400,000 ($89,600) -18.30%
lNDNlDUAL HOMEOWNERS 9 9 0 $5,160,064 $3,531,240 $3,645,000 ($1,515,064) -29.36%
Subtotal- Residential 11 11 NA $18,536,018 $12.307,370 $13,545,000 ($4,991,018) -26.93%

Pending Appeals 202 189 172 $141,040,301 $97,286,354 $121,616,504 ($19,423,797) -13.77%
Resolved Appeals Prior to Final FY 2009·2010 Assessor Roll 0 0 NA $0 $0 $0 $0 0_00%

Resolved Appeals After Final FY 2009·2010 Assessor Roll 11 11 NA $18,536,018 $12,307,370 $13,545,000 ($4,991,018) -26.93%
Total FY 2009·201 0 Pending and Resolved Appeals 213 200 NA $159,576,319 $109,593,724 $135,161,504 ($24,414,815) -15.30%

Grand Total ~ Pending Appeals $145,637,870 59'9.179,645 $119,124,539 ($26,513,331) -18.20%
Grand Total- Resolved Appeals Priorto Final FY2009-2010 Assessor Roll $105,486.244 $74,976,542 $83,907,632 ($21,578,612) -20.46%
Grand Total- Resolved Appeals After Final FY 2009-2010 Assessor Roll $87,573,428 $61,231,198 $66,005,115 ($21,568.313) -24.63%
GRAND TOTAL - Pendino and Resolved Appeals $338,697,542 $235,387,385 $269.037,286 ($69,660,256) -20.57%

{1] For any appeals that have not been resolved at this time, DTA has assumed the appeal resulted in a reduction equal to the lesser of the applicant's opinion of value or a rate of 80% of the contested value. Actual resolved appeals in the
project area since FY 2006-2007 resulted in an average reduction of 22%.
{2] A parcel may have multiple appeals filed by a property owner. For purposes of this analysis, we have assumed only one appeal resulted in a reduction in value and subsequent pending appeals will result in no change in value.
{3] Based on final FY 2009-201 0 assessor roll, parcels are owned by American Stores Co LLC and City Heights Retail Village LLC, but appeals were filed under the name Supervalu¥ Albertsons. Both owners are considered Top Ten
Assessees and shown in Table 3.
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8. Top TAXPAYER ApPEALS

As indicated in Table 3, American Stores Co LLC, San Diego Ridge LLC, City
Heights Retail Village, Pearson Ford Properties, and Blue Comer Capital LLC have
appealed the assessed value for one or more Assessor's Parcels that they currently
own.

American Stores Co LLC and City Heights Retail Village filed assessment appeals
under the name Supervalu .. Albertsons eontesting that the Fiseal Year 2009-2010
assessed value of their pareels should be redueed to $19,344,000 fi-om $25,791 ,320.
These appeals have not yet been resolved by the County, but DTA has assumed the
appeal is resolved in favor of the applieant at a rate of80% of the contested value as
deseribed in Seetion II.D.3 above.

In addition, Pearson Ford Propeliies filed an assessment appeal for one of its ten
parcels, contesting that the Fiscal Year 2009·201 0 assessed value of its parcel should
be reduced to $220,000 [i'om $552,037. These appeals have not yet been resolved by
the County, but DTA has assumed the appeal is resolved in favor ofthe applicant at a
rate of80% of the contested value as described in Section II.D.3 above.

San Diego Ridge LLC filed an assessment appeal contesting that the Fiscal Year
2009-2010 assessed value of its parcel should be reduced to $8,376,130 from
$12,886,354; and Blue Comer Capital LLC filed an assessment appeal for all three of
its parcels, contesting that the Fiscal Year 2009-201 0 assessed value of its pareels
should be reduced to $4,250,000 from $7,639,633. These appeals were resolved with
the County reducing the total value to $9,500,000 after the Fiscal Year 2009-2010
Assessor's Roll was finalized. The reduced value is reflected in Table 13 and Exhibit
A.

E. PROJECTIONS OF TOTAL ASSESSED VALUES

Due to the fact that the current real estate market downturn may last for several years, we
have estimated an annual reduction of assessed values through Fiscal Year 2011-2012. As
discussed in Seetion ILD.2 above, we have assumed a reduction in value of8% and 3% for
Fiseal Years 2010-2011 and 2011-2012, respectively. We have then assumed no change in
value for Fiscal Year 2012-2013, an annual increase of 1% each year thereafter through
Fiscal Year 2018-2019, and an annual increase of2% each year thereafter. However, we are
not showing the increase in values back to base values for any value reductions other than
the 1% and 2% annual increases as deseribed above. It is important to note that the aetual
reduction to tax inerement for future years may be higher or lower for a number of different
reasons, including filing of additional appeals in future years.
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III. PROJECT TAX INCREMENT REVENUE ALLOCATION

A. TAX RATES

Tax increment revenues in this analysis are calculated by applying the tax rate detennined by
the County Assessor to the annual incremental assessed value of the Project Area. The
general ad valorem tax rate is $1 per $100 of assessed value. In addition to this rate. an
ovelTide rate reflects the debt service for various agencies which have issued bonds in the
Project Area. Pursuant to Section 33670 (e) of the Health and Safety Code, approved on
November 8, 1988, tax increment revenues cannot be calculated using property taxes
generated from voter-approved bonded indebtcdness on or following January 1,1989. Table
8 shows the Fiscal Year 2009-201 0 rates in the Project Area, separating the ovelTide amounts
attributed to bonded indebtedness by pruiieipating agencies which excludes those that struied
levying a charge after January I, 1989. Thus, the Fiscal Year 2009-201 0 tax rate used to
calculate tax increment in the Project Area is $1.00930 per $100 of assessed value. DTA
assumes a secured tax rate of$1.00 per $100 after Fiscal Year 2009-2010 as the override
rates usually decline over time as values increase and bonded indebtedness is paid otT.

TABLE 8
SUMMARY OF PARTICIPATING AND NON-PARTICIPATING AGENCIES

I!

Participating Agencies [1]

City of San Diego Zoological Exhibit
San Diego Unified Lease/Purchase
Metropolitan Water District
County Water Authority

Subtotal

Non~ParticjpatingAgencies [2]

San Diego City Public Safely
San Diego Unified Bond Series 1999A
San Diego Unified Bond Series 2000B
San Diego Unified Bond Series 2001C
San Diego Unified Bond Series 20020
San Diego Unified Bond Series 2003E
San Diego Unified Bond Series 1998F
San Diego Unified Bond Series 1998G
San Diego Unified Bond 2006 Series F-1
San Diego Unified Bond 2006 Series G-1
San Diego Community College Bond Series 2003A
San Diego Community College Bond Series 2003B
San Diego Community College Bond Prop N Series 2006A
San Diego Community College Bond Prop S Series 2009C

Grand Total

FY 2008~2009Rates for

TRA 008-241 [3]

1.00000%
0.00500%
0.00000%
0.00430%
0.00000%

1.00930%

0,00108%
0,00788%
0.00639%
0.00734%
0.00965%
0.01411%
0.00324%,
0.00440%
0.00458%
0.00425%
0.00068%
0.00840%
0.00304%
0.00000%

1.08434%

I
FY 2009~2010 Rates for

TRA 008-241 (3]

1.00000%.>
0.00500'%
0.00000%
0.00430"/0
0.00000%

1.00930%

0.00113%
0.00868%
0.00717%
0.00824%
0.01074%
0.01514%
0.00351%
0.00496% ,
0.00464%
0.00362%
0.00213%
0.00917%
0.00845%
0.00507%

1.10195%

[1J Agencies that began levying an annual charge before January 1, 1989

[2J Agencies that have been levying an annual charge after January 1. 1989.

i [3J Tax rates based on information provided by the San Diego county Auditor/Controller.
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B. SUPPLEMENTAL TAXES, DELINQUENCIES, PENALTIES, INTEREST

Supplemental prope11y taxes are a result of change in ownership of property or new
construction. They are based on the difference between the prior year value and the ncw
value and can represent either a positive or negative impact to the Project Area value. They
are allocated to the Agency throughout the year and included in the ten apportionments made
each year to the Agency by the Auditor Controller. The history of supplemental tax receipts
in the Project Area is shown in Table 9. To be conservative, future supplemental assessments
are not projected.

TABLE 9
ALLOCATION ADJUSTMENTS [1J

Supplemental Roll Refundsl Delinquencies/P Total
Year Roll Corrections Adjustments enalties Adjustments

1999-2000 [21 $157,437.66 ($1.049.26) ($11.571.90) $0.00 $144,816.50

2000-2001 $457,497.96 ($2,48027) ($29,845,49) $4,005.56 $429.177.76

2001-2002 $716.256,48 ($7,655.52) ($47,202.76) $15,930.31 $677,328.51

2002-2003 $1,225,870.56 ($11,138.80) ($78,834.92) $36,822.01 $1,172,718.85

2003-2004 $1,306,426.84 ($10,703.81 ) ($108,02622) $60,553.79 $1,248,250.60

2004-2005 $2,204,179.07 ($14,182.59) ($153,101.64) $71,260.75 $2,108,155.59

2005-2006 $2,163,982.71 ($440.76) ($190,476.26) $119,813.91 $2,092,879.60

2006-2007 $1,263,756.02 ($447.84) ($147,957.39) $181,673.52 $1,297,024.31

2007-2008 $1,067,119.91 $2,071.13 ($122,010.74) $313,756.69 $1,260,936.99 ,

2008-2009 ($93,964.72) ($27,278.44) ($168,420.70) $526,892.92 $237,229.06

[1] Based on information in the Agency Trust Fund Summary, prepared by the County of San Diego Auditor-Controller.

[2J Fiscal Year 1999-2000 reflects the first year tax increment monies were collected.

Tax increment payments can also be adjusted due to roll cOlTections, delinquencies,
penalties, and interest. Property taxes on assessed valuations that are reduced due to later
assessment appeals result in refunds for the taxes paid based on the original value. The
historical amounts of these adjustments are also shown in Table 9.

The historical percentage of tax receipts to the actual amount of taxes levied is shown in
Table lO. Please note that the total tax receipts collected often exceed the amount levied due
to collection of penalties and interest. The sho11fall in Fiscal Year 2008-2009 can bc
attributed to delinquencies and lower revenues received by the Agency from the
supplemental roll than in prior years.
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TABLE 10
HISTORIC RECEIPTS TO LEVY ANALYSIS [1]

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Fiscal Year Ending: 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

I. Reported Assessed Value

Tota! ProjectVa!ue [2J $1,031,410,656 $1,093,565,136 $1,200,038,085 $1,342,942,412 $1,503,857,495 $1,697,282,685 $1,939,256,247 $2,172,669,357 $2,347,140,063 $2,415,686,436
Less Base Value {3J 1,023,428,875 1,023,428,875 1,023,428,875 1.023,428,875 1.009,805.618 1,009,805,618 1,005,885,605 1,005.885,605 1,005,885,605 1,005.885,605

Incremental Value 7.981.781 70.136,261 176,609,210 319.513,537 494,051,877 687.477.067 933,370,642 1,166.783,752 1,341,254,458 1,409,800,831
Tax Rate 1.11065% 1.11046% 1.10928% 1.10820% 1.01177% 1.01080% 1.01020% 1.00970% 1.00950% 1.00930%

I!. Gross Tax Increment 88,650 778,835 1,959,091 3,540,849 4.998,669 6.949,018 9,428,910 11,781,016 13,539.964 14,229,120
Unjtary Revenue 0 0 1,159 1,103 1,623 1,643 1,653 4,198 30,728 31,630
County Administrative Expenses (4,424) (4,714) (13,513) (29.500) (44.970) (69,044) (82,273) (95,992) (100,295) (130,870)

Total Computed Levy 84.226 774,121 1,946.736 3.512,452 4.955,322 6,881,617 9.348,291 11,689.222 13,470,39/ 14.129.880

UI. Tota! Receipts [4J 282,794 1.172,441 2,598.834 4,469,326 5,999,105 8,876,669 11,256,888 12,671,073 14,228,186 13,844,720
S urplusJ(S hortfall) 198,568 398,320 652.098 956,874 1,043,783 1,995,052 1,908,598 981,851 757,789 (285.160)
% Difference of Computed Levy [4J 335.76% 151,45% 133.50% 127.24% 121.06% 128.99% 120,42% 108,40% 105.63% 97.98%

[1J Fiscal Year 1999-2000 reflects the first year tax increment monies were collected.

[2J Based on total secured and unsecured vaille for the Project pro~ded by the Sa" Diego County Auditor/Controller as ot 111 of the initial year of each fiscal year (Le 1/1/09 for Fiscal Year 2009-2010)
[3J Base wlue "I<'lS adjusted downward by $13.5 million in FY 2004-2005 and by 53.9 million in FY 2005-2006.
[4J Actual receipts collected often exceed the amount \e",ed due to pe"alties and interest collected by the Agency, The shortfall in Fiscal Year 2008-2009 can be attributed to delinquencies and lower reven"es recei""d by the Agency from the supplemental roll than in prior years
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C. UNITARY TAXES

The State Board of Equalization CSBE") establishes the taxable value of real and personal
property of utilities, and since Fiscal Year 1988-1989, the values have been assessed as a
Countywide unit. There are several qualifications to the unitary revenue disbursement: a
taxing agency is entitled to receive the same amount of revenue as the previous year as well
as an incrcasc of up to 2%, unless unitary revenues decrease below a level adequate to
provide each taxing agency with the same share as the prior year. In this case, the unitary
revenues will be reduced pro rata to all agencies. The other component ofunitary allocation
is significant when the assessed valuation ofunitary taxes increases by more than 2% in one
year, in which case revenues are allocated according to the percentage that each taxing
agency in the County receives for secured taxable values. As of Fiscal Year 1988-1989,
when the allocation procedures changed, it was detennined that a taxing agency that was
created after Fiscal Year 1988-1989 was not entitled to receive unitary revenues. Due to the
abovementioned procedure, no unitary revenues were received in years prior to the creation
of the Project Area in 1992.

Unitary revenue for the Project Area received as ofJune 30, 2009 was $31,630. The Project
Area received a propOltion of the increased amount as it was entitled to receive a share ofthe
revenues. Assuming that the unitary revenues will stay at a constant level in future years,
DTA is conservatively estimating that the Project Area will continue to receive the same
amount.

D. ADMINISTRATIVE CHARGES

Senate Bills 2557 and 1559 allow counties to determine propelty tax administrative charges
to local agencies in the propOltion that is attributable to their propelty tax administrative
costs to the County. The average administrative cost is 0.82% ofgross incremental revenue.

DTA has conservatively estimated the charge for future years to be 1.00% of gross
incremental revenue. Tables 13 and Exhibit A show the administrative charge as a deduction
to the gross revenue in the Project Area.

E. SECTION 33676 RESOLUTIONS

Pursuant to Section 33676 of the Health and Safety Code, the City of San Diego, the
Southern California Metropolitan Water District (the "MWD") and the San Diego County
Water Authority (the "CWA") have elected to be allocated that portion of the tax increment
revenues gencrated by the Project Area that are attributable to increases in their oven-ide tax
rates, and/or increases in the assessed value of taxable property in the Project Area (limited
to a maximum a1Umal inflationary growth of2% allowed by Alticle XIIlA of the California
Constitution). However, since the City has suspended its receipt ofpayments due pursuant to
Section 33676 for the term ofthe bonds (forpU1]Joses ofthis analysis, we have assumed that
the term ineludes the Series 1999A, Series 1999B, 2003A, and 2003B bonds, as well as the
proposed Series 2010 Bonds and any future bonds), the only reductions in available tax
revenue will be the payments due to MWD and CWA.
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The effect of the election by taxing entities to receive revenues generated by increases in the
override tax rate does not alIect DTA's tax increment projections because (as discussed in
Section lILA above) only ovelTides in existence prior to January], ]989 are included. The
effect ofthe allocation of taxes to the taxing entities can result in a reduction in the amount
of revenue allocated to thc Project Area. Allocations resulting from the inflationary increase
in value are computed by San Diego County by compounding the base year value of a
redevelopment project by 2% per year and allocating to the electing taxing entity its share of
base levy (1 %) taxes generated by the difference between the compounded and actual base
year value. The City receives 21 % of the base levy and MWD receives 0.0043% of the base
lcvy. Please note that the CWA did not receive a share of the] % property taxes during
Fiscal Year 2009-20] 0, and therefore will not receive any tax increment revenues.

As the City has suspended its receipt ofpayments due pursuant to Section 33676 for the telm
ofthe bonds (for purposes ofthis analysis, we have assumed that the telm includes the Series
]999A, Series] 999B, 2003A, and2003B bonds, as well as the proposed Series 20] 0 Bonds
and any future bonds), thc only reductions in available tax revenue will be the payments due
to MWD.

It is our understanding that the other taxing entities (the San Dicgo Unified School District,
the San Diego Community College District, and the San Diego County Office ofEducation)
have rescinded resolutions pursuant to Section 33676, as these resolutions have been
superseded by the tax-sharing agreements discussed in Section F below.

F. TAX SHARING AGREEMENTS

The Agency has entered into agreements to share tax increment revenues with the following
taxing entities: the County of San Diego, the San Diego Community College District, the
San Diego Unified School District, and the San Diego County Office of Education. The
agreements for each ofthe foregoing taxing entities are similarly stmctured. Pursuant to the
agreements, the Agency agrees to pay to each taxing entity, beginning in Fiscal Year 1993
]994 (the first year of tax increment e]igibi]ity) and continuing until the Agency's right to
receive revenues as set forth in the agreements. Such fixed percentages are as follows:
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County of San Diego
1993-1994 to 2001-2002
2002-2003 to 2011-2012
2012-2013 to 2031-2032

San Diego Community College District
1993-1994 to 2006-2007
2007-2008 to 2011-2012
2012-2013 to 2016-2017
2017-2018 and thereafter

San Diego Unified School District
1993-1994 to 2001-2002
2002-2003 to 2016-2017
2017-2018 to 2031-2032

San Diego Office of Education
1993-1994 and thereafter

10.47%
13.09%
15.70%

6.46%
5.00%
2.50%
1.00%

Between 4.98% and 5.0 I%
15.00%

Between 15.65% and 16.72%

0.65%

In addition, the agreement with the County ofSan Diego (the "County Agreement") provides
for additional payments should aIillual tax increment revenues exceed specified amounts set
forth in the agreement. Such additional payments would equal 20.94% of the excess tax
increment revenues. As indicated in Exhibit A, tax increment never exceeds the projected
amounts shown in the County Agreement and therefore, our projection does not include any
additional payments of 20.94% of the excess increment. The County Agreement also
includes provisions that the County receive any revenues resulting from an increase in the
base (I %) tax rate, which the County alone is specially granted authorization to levy by the
State Legislature or voters of the County.

All of the above agreements are subordinate to any new debt service. The agreements also
provide that the Agency, in good faith, attempt to structure the new debt such that sufficient
tax increment revenues remain available to pay the Agency's obligations under these
agreements.

An amendment to the agreement provides that the tax increment revenue used to compute
payments due the County shall exclude any revenues attributable to the City's rescission or
suspension of payments due pursuant to the City's Section 33676 Resolution (discussed in
Section III.E above). As a result ofthis amendment, the Agency is able to pledge and expend
revenues otherwise due as payments pursuant to the agreement on debt service on the Series
1999A, 1999B, 2003A, and 2003B bonds, as well as the proposed SeJies 2010 Bonds and on
any future bonds. Any such expenditure ofthe revenues otherwise due as payments shall not
constitute a debt of the Agency to be repaid from future tax increment of the Project Area.
Similar changes in the computation ofpayments due under the remaining agreements have
been acknowledged, in writing, by the remaining entities with which the Agency has
agreements. Payments shown as due to the taxing entities in Exhibit A are computed
excluding revenues generated by the suspension of the City's Section 33676 Resolution.
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G. Low AND MODERATE INCOME HOUSING SET ASIDE

In accordance with Community Redevelopment Law (Health and Safety Code, Section
33000 et seq.), the Agency is required to set aside 20% of all tax increment revenues into a
low and moderate income housing fund. For the purposes of this analysis, DTA assumes that
the Agency will continue to set aside 20% ofthe tax increment in order to improve, add to,
or maintain the City of San Diego's supply of low and moderate income housing in future
years. Exhibit A, which projeets future tax increment revenues for the Projeet Area, indieates
the amount set aside for low and moderate income housing each year as a separate line item.
The housing revenues are pledged to pay debt service on the proposed pooled housing bonds
described in Section I.e.

H. PROPERTY TAX DELINQUENCIES AND FORECLOSURES

Delinquency information for the Project Area was researched with the County on May 10,
2010. As of this date, 569 parcels (6.19% of the total parcels) in the Project Area had a
delinquency rate of4.48% in the payment ofsecured Fiscal Year 2009-20 I0 propeliy taxes
to the County Tax Collector.

Information regarding foreclosure proceedings for residential parcels within zip code 921 05,
which fully encompass the Projeet Area, but also include areas outside the Project Area, was
researched through RealtyTrac on May 10,20IO. As of this date, 514 residential propeliies
had Notices of Default recorded with the County of San Diego, 700 residential propeliies
were undergoing a trustee's sale, and 884 residential properties were bank-owned. Please
note that zip code 92 I 05 encompasses over 22,000 residential units while the Project Area
encompasses 19,585 residential units. Therefore, thc actual number ofresidential properties
within the Projeet Area whieh are affected by foreclosure proeeedings will be less than stated
above.

I. EDUCATIONAL REVENUE AUGMENTATION FUND ("ERAF")

In connection with its approval of the budget for Fiscal Years 1992-1993 through 1994
1995, the State Legislature enacted legislation which reallocated funds from redevelopment
agencies to school districts by shifting a portion of each agency's tax increment, net of
amounts due to other taxing agencies, to school districts for such fiscal years for deposit to
ERAF. For Fiscal Year 2008-2009, the State Legislature adopted AB 1389 which required
redevelopment agencies to pay into ERAF an aggregate amount of$350 million. Ofthe $350
million, the Agency's share was approximately $11.5 million and the Project Area's share
was $284,000. However, a suit filed in superior comi in Sacramento by the Califomia
Redevelopment Association, along with two local redevelopment ageneies and Jolm Shirey,
the Executive Director of the California Redevelopment Association, rendered pOliions of
AB 1389 invalid, including the requirement for the Agency to make the Fiscal Year 2008
2009 ERAF payment. Thc State filed a notice of intent to appeal the ruling of the superior
court, but the appeal was subsequently dropped by the State.

In July 2009, the State Legislature adopted AB 26 which required redevelopment agencies to
pay into their respective County Supplemental Educational Revenue Augmentation Fund
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("SERAF") an aggregate amount of $1.7 billion in Fiscal Year 2009-2010, of which
approximately $56 million was the Agency's share, and an additional $350 million in Fiscal
Year 2010-2011, of which approximately $11.5 million is the Agency's share. In Octoher
2009, the Califomia Redevelopment Association filed a lawsuit challenging the validity of
AB 26. On May 4, 20 I0, the court issued a ruling denying the petition of the Califoruia
Redevelopment Association and denying a stay oftransfer offunds from the redevelopment
agencies to the counties. On May 5, 20 I0, the CRA and other agencies decided to appeal the
ruling. The Agency cannot determine whether the appeal will be successful.

On May 10,20I0, the Agency made the payment equal to approximately $56 million for the
Fiscal Year 2009-2010 SERAF paymcnt allocated to the Agency. Of this amount,
approximately $3,940,000 was allocated to the Project Area. The payment was made with
prior-year Project Area non-housing tax increment revenues on hand. The Agency expects
that it will be required to make a Fiscal Year 201 0-20 II SERAF payment ofapproximatcly
$11.5 million on May 10,2011. Ofthis amount, approximately $810,000 will be allocated to
the Project Area. This payment will also be paid from prior-year Project Area non-housing
tax increment revenues on hand. It is unknown whether there will be additional future ERAF
or SERAF payments.
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IV. PROJECT TAX INCREMENT PROJECTIONS

A. CHANGES IN ASSESSED VALVES

Tables 11 and 12 present an analysis of the greatest changes in assessed value between
Fiscal Years 2008-2009 and 2009-201 O. As shown in Tables II and 12, the total assessed
value for 2.118 residential parcels was reduced by $297.189,434 (percentage change from
Fiscal Year 2008-2009 to Fiscal Year 2009-2010 is -41.88%) by the County Assessor for
Fiscal Year 2009-2010 as a result ofProposition 8 reductions, other assessment appeals, and
changes in ownership. Ofthe remaining residential parcels in the Project Area, 3,602 parcels
increased in value by the 2% inflation factor for Fiscal Year 2009-2010 and 2,500 parcels
were increased in value by greater amounts. The remaining 202 residential parcels either
increased by less than the 2% inflation factor or remained unchanged tl'om Fiscal Year 2008
2009. In total, residential parcels in the Project Area decreased in value for Fiscal Year
2009-2010 by $245.501,310, or decreased by 12.27% from the residential property values
for Fiscal year 2008-2009. The Project Area decreased in total value by $242.821.646
(10.28%) for Fiscal Year 2009-2010.

More specifically, there were two property owners in the Project Area whose total value
increased by $5,937,454 for Fiscal Year 2009-2010 due to a change in ownership and new
constlUction. There were also three property owners in the Project Area whose total value
decreased by $16,973.848 for Fiscal Year 2009-20 I0 due to an increase in the exempt value
assigned by the County.
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TABLE 11
LARGEST CHANGES IN SECURED ASSESSED VALUE

Reason for FY 2008-2009 Secured FY 2009-2010 Secured

Current Assessee Change in Value Parcels Net Assessed Value [1] Net Assessed Value [1] Difference Percent Change

Top Ten Parcels that Increased in Value
Dawson Avenue Senior Apartments LP Ownership Change 1 $0 $4,000,000 $4,000,000 0.00%
4391 Courtyard LLC New Construction 1 2,392,920 4,330,374 1,937,454 80.97%
Tran Hoa Giae & Nguyen Le Huang Ownership Change 2 937,241 2,455,985 1,518,744 162,04%
Finest City Oil Corp Ovvnership Change 1 163,816 1,370,000 1,206,184 736.30%
Ganas Properties LLC Ownership Change 2 134,310 867,000 732,690 545.52%
Anderson Lawrence J Livlnt Trust 03-14-91 Ownership Change 1 420,859 1,122,000 701,141 166.60%
City Heights Realty LLC Ownership Change 6 5.277,982 5,950,369 672,387 12.74%
Almansour Mumtaz Ownership Change 1 0 612,000 612,000 a,Ooo/"
Huynh Paul Dong & Hong Sich Ownership Change 2 816,713 1,428,000 611.287 74.85%
G.D?lJ.P.?yiftG.biQD,L.Qhau Dan Tri en Ownership Change 1 191,Q89 785,27~ 591 186 304.60%

Subtotal 18 10,337,930 22,921,003 12,583,073 121,72%

Tr;p Ten Parcels that Decreased in Value
City Heights Square LP Increase in Exemption [2] 1 6,337,840 0 (6,337,840) ~100.00%

BR Workforce LLC Increase in Exemption [3] 1 15,088,929 9,552,921 (5,536,008) -36.69%
Hamilton San Diego Apartments LP Increase in Exemption [2] 1 5,100,000 0 (5,100,000) -100.00%
RTC-1 LLC Increase in Exemption [3J 1 8,900,000 7,353,000 (1,547,000) -17.38%
Federal National Mortgage Assn Ownership Change 10 2,731,937 1,258,499 (1,473,438) ~53.93%

Aurora Loan Services LLC Ownership Change 6 2,608,275 1,196,250 (1,412,025) -54.14%
Federal Home Loan Mortgage Corp Ownership Change 8 2,556,782 1,330,500 (1,226,282) -47.96%
Indymac Bank Ownership Change 5 1,668,756 782,500 (886,256) -53.11%
LB One LLC Ownership Change 5 1,274,603 481,000 (793,603) -62.26%
4157 Menlo Ave LLC Proposition 8 Reduction 7 1 072 428 360,00_Q (712,428) -66.43%

Subtotal 45 47,339,550 22,314,670 (25,024,880) -52.86%

All Other Parcels NA 9,137 2,304,488,946 2,074,109,107 (230,379,839) ~10.00%

Total 9,200 2,362,166,426 2,119,344,780 (242,821,646) ~10.28%

[1J Assessed values pro-.ided by Ihe County Assessor as of 1/1 of the initial year of each fiscal year (i.e. 1/1/09 for FY 2009-2010).
[2[ Based on discussions with the County Assessor, increase in exemptions was due to an increase in affordable housing units.

[31 Based on discussions with the County Assessor, increase in exemptions was due to an increase in square footage used for educational purposes.
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TABLE 12

LARGEST CHANGES IN SECURED ASSESSED VALUE

FY 2008-2009 Secured FY 2009-201 0 Secured
Current Assessee Parcels Net Assessed Value [1] Net Assessed Value [1] Difference Percent Change

Residential
Increase in Value (Greater Than 2%) 2,500 366,474,187 399,912,309 $33,438,122 9.12%
Increase in Value (Equal to 2%) 3,602 906,212,864 924,333,817 $18,120,953 2.00%
Increase in Value (Less Than 2%) 115 11,835,078 11,964,127 129,049 1.09%
No change in Value [2] 87 7,393,338 7,393,338 0

,
0.00%

Decrease in Value from Automatic Prop 8 Reductions [3] 1,069 337,455,861 207,309,906 -130,145,955 -38.57%
Decrease in Value from Increase in Exemption [4J 7 11,901,145 100,091 -11,801,054 -99.16%
Decrease in Value (Ownership Changed) [51 1,042 360,313,12~ :19_5070,704 -155,242,425 -43.09%

Subtotal 8,422 $2,001,585,602 $1,756,084,292 (245,501,310) -12.27%

Non-Residential
Increase in Value (Greater Than 2%) 49 31,172,885 42,878,601 11,705,716 37.55%
Increase in Value (Equal to 2%) 629 278,843,860 284,420,198 5,576,338 2.00%
Increase in Value (Less Than 2%) 16 7,997,157 8,043,266 46,109 0.58%
No change in Value [2J 36 0 0 0 0.00%
Decrease in Value from Automatic Prop 8 Reductions [3] 14 7,518,041 4,700,036 -2,818,005 -37.48%
Decrease in Value from Increase in Exemption [4] 6 25,191,117 17,273,635 -7,917,482 -31.43%
Decrease in Value (Ownership Changed) [5] 1£ 7194,501 4,047,191 -3,147,310 -43.75%

Subtotal 766 357,917,561 361,362,927 3,445,366 0.96%

New Residential Parcels [6] 11 NA 1,686,400 1,686,400 NA
New Non-Residential Parcels [6] 1 NA 211,161 211,161 NA
Superceded Parcels [7] 13 2,663,263 NA -2,663,263 NA

Total 9,200 $2,362,166,426 $2,119,344,780 (242,821,646) ~10.28%

[11 Assessed values pro~ded by the County Assessor as of 1/1 of the initial year of each fiscal year (i.e. 1/1/09 for FY 2009-2010).

[2] A total of 25 residential parcels and 23 non-residential parcels had a Net Assessed Value of $0. Excludes parcels owned by public agencies based on final FY 2009-10 Assessor's Roll.
[3] Based on discussions with the County appraiser. the reductions were due to automatic Proposition 8 reductions allOwing a temporary reduction in assessed value based on decreasing market wlue.

[41 Values were reduced following successful assessment appeals by the property owners. The assessment appeals were not a result of a Proposition 8 temporary reduction in assessed wlue.

[5] Values based on the closed Assessor's roll for each fiscal year. Following the change in ownership, the County re~sed the assessed wlue of the parcels to reflect the market wlue.

[6] New parcels for FY 2009-2010 as a result of parcel changes from the prior year.

[7] FY 2008-2009 assessor parcels that did not ha\€ matching FY 2009-2010 parcel numbers.
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B. NEW DEVELOPMENT

The table below summarizes new development that may increase assessed values within the
Project Area in the future. For purposes of this analysis, however, we have conservatively
assumed that there will not be any increase in assessed values for future years as a result of
such new development within the Project Area.

City Heights Square Residentia] &
Retai]

The City Heights Square Residentia] & Retai] Project is a five
story building with 92 residential units (14 affordable units),

21,006 sqnare feet of retail space and two levels of subterranean
parking. The Project is one component of the master planned

City Heights Sqnare redevelopment project. The total cost of the
improvements is $40 million. Projected completion date: October

2011.

The table below summarizes a new projeet whieh will result in a reduetion ofassessed value
due to property being classified by the County as non-taxable and removed from the tax roll.
It is expeeted that the project will be owned and operated by a tax exempt non-profit entity.
For purposes ofthis analysis, we have assumed a reduction offuture assessed value equal to
the Fiseal Year 2009-2010 taxable value of sueh property.

Fainnount 26

The Fainnount 26 Project is proposed to be developed on a 0.71
acre site located at 3332-3406 Fainnount Avenue. The Project
will be mixed-use with 26 affordable apartments, 1,295 square
feet of classroom space, 4, I00 square feet of commercia1lretail

space, and 61 parking spaces. The property is expected to be
removed from the tax roBs. Projected completion date: June

2012 Value removed from 2012-20]3 roll: $844,625.

C. TAX INCREMENT PROJECTIONS

Table 13 surnmarizes the Fiscal Year 2009-2010 assessed values and details how the net tax
increment is calculated. Exhibit A projects the tax increment to be generated by the Project
Area through Fiscal Year 2042-2043, which represents 51 years after the adoption of the
Plan. DTA has estimated the future tax increment based on the Project Area assessed
valuation for Fiscal Year 2009-201 0, utilizing the assumptions stated herein regarding
current adjustments to the increment.

For purposes of this analysis, we are using the Fiscal Year 2009-2010 County Assessor's
secured assessed value, which is lower than the Auditor's secured value, to calculate the
projected annual tax incrcment. As discussed in Scction II.D above, Fiscal Year 2009-2010
includes a reduction in value for pending assessment appeals and assessment appeals which
were resolved after the Fiscal Year 2009-201 0 Assessor's Roll was finalized. As discussed
in Section IV.B above, the tax increment projection includes a reduction in value for Fiscal
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Year 2012-2013 due to property being classified by the County as non-taxable and removed
from the tax roll.

As discussed in Section I1.D.2 above, the projections are based on a reduction in value of 8%
and 3% for Fiscal Years 2010-2011 and 2011-2012, respectively. We have then assumed no
change in value for Fiscal Year 2012-2013 other than the removal ofvalue forthe Faimlont
26 project as explained in the table above, an allliual increase of 1% each year thereafter
through Fiscal Year 2018-2019, aI1d an annual increase of 2% each year thereafter. Other
than the 1% and 2% annual increases as described above, we are not showing the increase in
values back to base values for ally value reductions. Actual reductions or increases in
assessed value will vary.

The real propelty value described above is added to the value of personal propelty, which
includes secured aI1d unsecured personal property within the Project Area less unsecured
exemptions for Fiscal Year 2009-201 O. The value ofpersonal propelty is assumed to remain
constant throughout the subsequent years.

Lastly, the incremental value is the difference between the total value and the base year
value, and the tax rate used in the calculation ofgross revenue for Fiscal Year 2009-201 0 is
the actual tax rate. This is assumed to decrease in subsequent years. Unitary revenue and
administrative charges result in adjustments to the net tax increment, for which the
assumptions were discussed previously. The set aside for low and moderate income housing
is shown as a separate line item. As stated earlier, payments made to taxing entities pursuant
to tax sharing agreements are subordinate to debt service on the Series 1999A, Series 1999B,
Series 2003A, and Series 2003B bonds, as well as the proposed Series 2010 Bonds and on
aI1y future bonds. Additionally, the tax-sharing payments shown are computed excluding
revenues aeeming to the Agency from the rescission ofthe City's Section 33676 Resolution.
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TABLE 13
FY 2009-2010 TAX INCREMENT REVENUE ESTIMATE

Secured Values [1]

Land
Improvement
Personal Property

Gross Value
Less Exemptions

Total Secured

Unsecured Values [2]

Land
improvement
Personal Property

Gross Value
Less Exemptions

Total Unsecured

Total Secured and Unsecured

FY 2009-2010
Taxable Value

$1,126,605,838
1,155,644,029

244,746

2,282,494,613
(163,149,833)

2,119,344,780

°13,917,524
20,065,147

33,982,671
(5,526,336)

28,456,335

2,147,801,115

Base
Taxable Value

$490,269,612
515,268,139

4,342,701

1,009,880,452
(24,921,121)

984,959,331

°20,926,274

°
20,926,274

°20,926,274

1,005,885,605

Incremental
Taxable Value

$636,336,226
640,375,890

(4,097,955)

1,272,614,161
(136,228,712)

1,134,385,449

°(7,008,750)
20,065,147

13,056,397
(5,526,336)

7,530,061

1,141,915,510

iPayments to Supplemental Educational Revenue Augmentation Fund (SERAF) [10]

Available Non~Housing Tax Increment Revenue
Available Housing Tax Increment Revenue

Estimated Valuation Adjustments
Assessment Appeal Valuation Reductions:

Adjusted Incrementa! Secured and Unsecured

Gross Increment Revenue @
Unitary Revenue [5]
Supplemental Roll [6]
Second Implementation Agreement In-Lieu Payment [7J
Adjustments to Gross Estimated Revenue

Administrative Expenses [8]
Estimated levy Shortfall [9]

Section 33676 Resolutions
Metropolitan Water District (MWD)
County Water Authority (CWA)

Net Tax Increment Revenue

Low/Moderate Income Housing Set-Aside Revenue

Irotal Tax-Sharing Amounts by Agency
! County of San Diego

San Diego Community College District
San Diego Unified School District
San Diego County Office of Education

1.00930% [4]

3.00%

0.00430%
0.00000%

13.09%
5.00%

15.00%
0.65%

($48,081,644) [3]

$1,093,833,866

$11,040,065
$31,630

$0
$0

($110,401)
($331,202)

($16,104)
$0

$10,611,989

($2,126,019)

($1,286,373)
($491,357)

($1,474,071)
($63,876)

$0

$5,170,292
$2,126,019

[1] Assessed values provided by the County Assessor as of 1/1/09

[2] Based on information provided by the County of San Diego Auditor/Controller report "Val File-04 PSWP70@"as of 1/1/09

[3] Based on pending appeals for FY 2008-2009 and 2009-2010, and appeals which were resolved after the assessor roll was finalized for FY
2009-2010, Actual reduction based on appeals will vary

[4] The actual tax rate of 1.00930% is used for FY 2009-2010, A 1.00% tax rate is used from FY 2010-2011 to the end of the projection as
shown in Table 10.

[5J Based on information for FY 2008-2009 provided by the County of San Diego Auditor/Controller

[6J For purposes of this analysis, we have conservatively assumed that the supplemental roll will not add additional revenue

[7J For purposes 01 this analysis, we have assumed that APN 471-552~34 becomes exempt in FY 2010-2011 and that the Redevelopment
Agency collects the In-Lieu Payment beginning in FY 2010-2011

[8] Estimated at 1,00% of the gross revenue for the Project Area.

[9] Estimated levy shortfall. Based on Table 10 (Historic Receipts to Levy), actual shortfallfor FY 2008-2009 was less than 3% based on the
trust fund summary.

! [10] The Agency was required to make an SERAF payment of approximately $3,940,000 for the Project Area on May 10, 2010. The Agency
, made the payment with prior-year Project Area tax increment revenues on hand

D
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LIMITATIONS

This Report contains a projection of tax increment revennes to be received by the Agency.
The report is based on estimates, assumptions and other infonnation provided by the City
and developed from DTA's research and telephone discussions with County staff, as well as
our understanding of COWlty tax procedures. The sources of information and basis of the
estimates are stated herein. While we believe that the sources of information are reliable,
DTA does not express an opinion or any other fonn of assurance on the accuracy of such
information. In addition, since the analyses contained herein are based on legislation and
County procedures, which are inherently subject to unceliainty and variation depending on
evolving events and policy changes, DTA cannot reprcsent that the results presented herein
will be achieved. Some assumptions inevitably will not materialize and unanticipated events
and circumstances may occur; therefore, the actual results achieved will vary from the
projections.

J:\CLIENTS\SanDiego\Redevelopment\City J-leights\FCRs\2009-1 O\FCR~Cll~07 .doc
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DRAFT

CITY HEIGHTS
EXHIBIT A
TAX INCREMENT REVENUE PROJECTION

.2009 .2010 2011 .2012 2013 2014 2015 2016 2017 2013 2019

Fiscal Year Ending: 2010 2011 2012 2013 2014 2015 2016 201] 2018 2019 2020---,- --- -~--
.__.._--- --- ---~--_. ._--- _..- ,,--,- ".._._---

Real Prup.rty@2,O% f1J 52,133.017,558 S2,077,259,069 Sl,911,o78,343 51.853.745,993 51.852.901,368 $1,871,430,381 81,890,144,685 81,909,046.132 $1,928,136,593 51,947,417,959 $1,966,892.139
E"timated Real Property VaILJ€ Inorease [2] 0 0 0 0 18,529,014 18.714,304 18,901.447 19,090.461 19,281.366 19,474,180 39,337,843
:"-s~\lme<l AppelllMP,op 8 R~d"ctionIPwp~rty Translnr ImpaotiNegalive Prop 13 PJ (~~~:!~ (166,180,725) (5D3~~1 "_!~~~:~~l 0 0 0 0 , 0 ,
Total Real Property 2,084,935,914 1,911,073,343 1,853,745,993 1.852,901,368 1,871.430,381 1,890,144,685 1,909.046.132 1,928,136,593 1,947.417,959 1.966,892,139 2,006,229,982

Total ~::!:~?E':~~~L___ 14,783,557 ,~~,L~~~.i:., 14,783,557 14,783,557 14,783,557 14,783,557. 14.783.55'1 14.783,557 14,783,557 14,783,557 14,783.557

TolalValue 2,099,719,471 1,925,861,900 1,868,529,550 1,867,684,925 1,386,.213,938 1,904,928,242 1,923,829,689 1,942,920,150 1,962,201,516 1,981,675,696 2,021,013,539

Inot"m"nlal Value Ov~, Base of $1,005,885,605 1,093,833,866 919,976,295 862,643.945 851.799,320 880,328,333 899,042,637 917,944.064 937.034,545 956,315,911 975.790,091 1,015.127,934

Gross Rev~nu~ [5) 11,040,065 9,199.763 8,626,439 8,617,993 8,803,283 8,990.425 9,179.441 9,3'10,345 9,563,159 9,757,901 10.151,279
31,630 31.630 31,630 31,63() 31,630 31,630 31,630 31.63() 31,630 31,630 31,630

$23,772,689 0 218,709 212,147 212,147 214,269 216,412 218,576 220,762 222,969 225,199 229,703

Adj""lm~ntsto Gro% Revenue
S"rrlemental RQII " 0 0 0 0 " 0 "

,
" "Property Tax Admini5l,otive Fe~ [61 (110,401) (91,998) (86,264) (86,180) (88,033) (89,904) (91.794) (93,703) (95,632) (101,513)

_~~"2:'~e.:J~:':.:'_~_~~~~~IJ~L 3,00% __E.~l ,202) (275,993) ~(258,79~ ".£~~~~l 0 0 0 " " 0

Net Tax Increment Revp.nue 10,630,093 9,082,112 8,525,160 8,517,051 8,961,150 9,148,564 9,337,853 9,529,034 9,722,127 9,S17,151 10,311,100

2% or CPI Ann"al Growth en Total Secured Value 1,405,985,442 1.434,105,151 1.462,787,254 1,492,042,999 1,521,883,859 1,552,321,535 1,583.367 ,96'1 1,615,035)26 1,647,336,033 1,680,282,754 1,713,888.409
Inuem"nt~1Sec"r~dValuc Over 8~,c of $984.959,331 421,026,111 449,145,820 477,827,92.3 507,083,668 536,924,528 567.362,205 598,408.636 630,0'15,995 652,376,702 695,323,423 728.929,{J78

SecHon 33676 R"s"l"lin,,~

Mctr~pQlit~nWatm District (MWD) 0.00430% (18,104) (19,313) (20,547) (21.805) (23,088) (24,397) (25.732) (27,093) (28.462) (29,899)
County Water Authority (CWA) 0.00000% " 0 " 0 0 0 0 " 0 0

.____9~::.~~~~~_:g~J~':J.L __._ 0,00000% 0 0 0 0 " 0 0 0 0 0---_.
Agency Sharc 01 Tax Inc'rem"~tLess S£niQn 33675 Resol\ltioM 10,611,989 9,062,798 8,504,613 8,495,247 8,938,052 9,124,168 9,312,121 9.501,941 9,693,545 9,887.252 10,279,756

._._---_._._-----------_.- ----- ~---- ~--,---- ._------ ---- --~---- .--'.'-- -,.._,.,.-
Non-Hollsing & HOllsing Tax Increment Revenuc 10,611,989 9_062,793 3,5\14,613 8,495,247 8,938,062 S,124,168 9,312,121 9,S01,541 9,6S3,G4S 9,887,252 10,279,7S6

Low/Moderatc Income HOlls;ng Set_Asidc Reve""e. (2,126.019) (1,816,422) (i,705,032) (1,703,4101 (t,792,230) (1,829,713) (1,867,5'11) (l,905,S07) (1,944.425) (1,983,430) (2,062,220)

Total Tax_Shar;ng Amounts by Agency [11J
County of San Diego (i.286.373) (1,044,996) (964,336) (1,145,709) (1,205,579) (1.224,953) (1.244,420) (1.263,980) (1.283.632) (1.303,373) (1,354,085)
San Diego Comrnunilv College Di,l,jej (491.357) (399,158) (358,348) (182,438) (191,971) (195,056) (198,156) (201,271) (81.760) (83,017) (86,247)
San Diago UnWed School Dislricl (1,474,0'11) (1,197.474) (1,105,045) (1,094,626) (1,151,827) (1,170,337) (U88,936) 11,20'(,624) (1,367,027) (1,378,089) (1,422,220)
San Diego County Office 01 E<lwatio~ .~J~~~,~ _.~0~.1l _~2'.:~~~ ~434) (49,912) ._~:_~:?~~1 __.___t;'~::~ (52,330) ~ ~ _,J~~~l

Tut"1 Tax-Sharing (3,315,678) (2,693,518) (2.485.616) (2,470,207) (2,599,289) (2,641,050) (2,683,033) (2,725,205) (2,785,562) (2,818.441) (2,918,613)

P.vmer.j<; to Supplemental E<l"c~tiQr,alRever,lJe A"<Jm"ol~tin~Fund (SERAF) ji2J

Available Non_Housing Tax Incremenl Revenue 5,170,292 4,552,858 4,313,966 4,321,630 4,546,543 4,653,395 4,761,518 4,870,929 4,963,657 5,085,381 5,298,923
Available Housing Tax hwremenf Revenue 2,126,019 1,816,422 1,7\15,032 1,703,410 1,792,230 1,829,713 1,867,571 1,905,807 1,944,425 1,983,430 2.(162,220
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CITY HEIGHTS
EXHIBIT A
TAX INCREMENT REVENUE PROJECTION

2020 2021 2022 2023 2024 21J25 2{}25 2021 2{}28 21J29 2{}3{}
Fiscal Year Ending: 2021 2\122 2\123 2024 2025 2028 2{}27 2028 2029 2030 2031---"-_. ._-_. --- ~~~~--_. -------- ------_. ._--- -,----,
RMI Property@2,o% [1] 52,006,229,982 52,046,354.581 $2,087,281,673 52,129,027,307 52,171,607.853 52,215.040,010 52,259,340,810 52,304,527,626 52,350.618,179 52,397,630,542 52,445,583,153
Eotimate<l Real Proper!'! Val"" lncfM'e [2J 40,124,600 40,927,092 41.745,633 42,580,546 43.432-157 44,300,800 45,186,816 46,090,553 47,012,364 47,952,611 48,911,653
Assumed AppealS/Prop 8 Re~"ctionlPfopeT!,! Tfan"(~r Impact!N~ga\ivo Prnp 13 [3J 0 0 " 0 0 0 0 " 0 " "~-~-~.,.

Tol~1 Real Properly 2,046,354,581 2,087,281.673 2,129,02'i,3Q7 2,171,607,353 2,215,040,010 2,259,340,810 2,304,527 ,626 2,350,618,179 2,3~7,630,542 2.445,583,153 2,494,494,816

!~_~~_,?,tI:'~_~-.':~':'!~J~L____ 14,783.557 ~~ ~2~~:2Z_ 14.783.557 14,7B3,557 14,7B3,557 14,783,557 14,783,5~~ :!::':~83,55Z_ :~:!~.~:~~- ~4,783,5~

TolalValue 2,061,138,138 2,102,065,230 2,143,810,884 2,188,391.410 2,229,823,587 2,274,124,387 2,319,311,183 2,365,401,738 2,412,414,099 2,480,366,710 2,509,27B,373

Inuement~1Value Ov€r 8~s€ 01: $1,005,885,505 1.055.252,533 1,096,179,625 1,137,925,259 1,180.50S,805 1.223,937,962 1,258,238.162 1,313,425,578 1,359,516,131 1,406,528,494 1,464,481,105 1,503,392,768

Gross Revenue (5) 10,552,525 10,961,796 11,379,253 11,805.058 12,239,380 12,662,388 13,134.256 13,59S.151 14.065.285 14,544,811 15,033,928
3/.630 31.630 31.630 31,630 31,630 31,630 31,530 31,630 31,530 31,630 31,630

$23,772,689 234,297 238,983 243.762 248,638 253,610 258,683 263,8% 269,133 274,516 280,006 285,607

I\dj\fstmenl~10 Gross Revenue
$uPI'(emenlal Roll " 0 " " " 0 0 0 0 " "PfOl'er1y Tax Administrative Fee [8j (10S,525) (109,618) (118,051) (122,394) (126,824) (131.343) {135,SS2} (140,653) (145.448) {150,339}
Estimated levy ShNtfflll 19] 3,00% 0 " " 0 " " 0 0 " 0

---,-~....
Nd Tax Increment Revenue 10,712,927 11,122,792 11,540,853 11,9S7,276 12,402,227 12,645,877 13,296,400 13,759,974 14,230,719 14,711,000 15,200,825

2% or CPI Annual Growth en Total Secured Vel". 1,748,166,177 1,783,129.500 1,818,792,090 1,855,167,932 1,892,271,291 1,930,116,717 1,958.719,051 2,OM,Q93,432 2,048.255,301 2,089,220,407 2,131,004,815
Inueme~t~1S~~,,,ed V~IIle Ove, 8~,e 01 5984.959,331 763,206.846 798,170,169 833,832,759 870,208,501 907,311,980 945,1S7,386 983.759,720 1,023,134,101 1,063,295,970 1,104.261 ,on 1,146,045,484

Section 33575 R"sol\lt;~~s

Melr~politanWater Di~trid (MWO) 0,00430% (32,818) (34,321) (35,855) (37.419) (39.014) (40,642) (42,302) (43,995) (45,722) 147.483) 149,280)
Counly Wale, Allthori!,! \CWA) 0,00000% " " " " " " 0 0 0 0 0

..~.:?!!~?!~~~"~~:Q?J':'~ _____ 0,00000% 0 0 , , ,
" " 0 0 0 "

Agency Share ofTax Ineremenl les5 Sec.lion 33676 Resolution, 10,680,110 1 j ,088,470 11,504,998 11,929,857 12,363,212 12,805,235 13.256,098 13,715,979 14.185,057 14,663,51'1 15,151,545

--------- ...._-_.~ .. ,.,.._- ----- ---_._--- --_. -~----_. ----
N<>n.Holl~ing& Hou~ing Tax lncremenl Revenue 10,880,110 11,088,470 11,504,998 11,929,857 12,363,212 12,805,235 13,256,098 13,115,979 14,185,057 14,663,517 15,151,545

lQw'M~der"l" Income Housing S"t·A,ide Reve~\I" (2.142,686) \2,224,558) (2,308,171) (2,393.455) (2,480,445) (2,5S9.175) (2,659,580) (2,751,995) {2,846,156} (2,942.200) p,040,165)

Tolal Tax-Sllaring A~l<:>"n!s by Agency [1 I]
COlin!'! 01 SJn Diego (1,405,810) (1,458,S70) (l,S12,38S) (1,S67,276) (1,623,265) (1,680,374) (1,738,625) (1,798,042) (1,85a,646) (2,212,921) (2,290,144)
San Dieg<:> COlnmll~itv Coijege Di~triol (89,542) (92,903) (96,330) (99.a27) {103,393} (107.030) (1itl,740) (114,525) (118,38S) (140,950) (145,869)
San Diego Unified School District (1,467,594) (l,513,382) {1,560,S50} (1,6092(3) (1,659,453) (1,710.343) (1.762.988) (1,816,366) (1,870.485) (2219,%8) (2,290,144)

_~n Diego c:.<:>.:'.':'!1'..9.!fi~2!..Edllo~lion _ (58,202) __J~~~21 -".,~~:::~:) _~~~~1 (67.205) (69.570) ~2.1 ._._.~~~~) __E6,(50) ~ -~~,'~!.~)
Total Ta,-Sharing (3,021,148) (3,125,241) (3,231,8SO) p,341,193} p,453,316} (3,567,317) (3,684,336) (3,803,373) P,92.4,456} (4,665.457) (4,820.971)

Pay",et\t~ 10 S"pplemenlal E<!u~atio"al Reven,," A"g~,"nt"ti~nFund (SERAF) (12)

Availahle Non.H"using Tax Increment Revenue 5,516,378 5,138,671 5,964,948 8,195,208 6,429,451 8,868,743 8,912,053 7,1811,811 7,414,435 7,055,8611 7,290,409
Available Housing Tax Increment R"v"nue 2,142,685 2,224,558 2,305,171 2,393.455 2,480,445 2,569,175 2,659,6811 2,751,995 2,348.156 2.942,200 3,1140,165

1'1

1'1

13)
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DRAFT

CITY HEIGHTS
EXHIBIT A
TAX INCREMENT REVENUE PROJECTION

2031 2031 2033 2034 2035 203l> 2037 2038 2039 204.0 204.1 204.2
Fiscal Year Ending: 2031 2033 2034 2G35 203l> 2037 2038 2G39 204.G 2041 2042 21143----_._---_.._._--- ~----- ----- ----- ---_.. ~.._----- ~-_._...

._---~ --- ------
Real Property@2.0% )1] 52,494,494,816 $2,544,384.112 $2,595,272.407 $2,647,177,855 52,700,121,412 52,754,123_840 52_809,206.317 52,865.390,443 52,n2,698,252 52,981.152,217 53,040.775,262 53,101,590,767
Eo1imat~dReal Pmperty Val"e Increase [2) 49.889.896 50,887,694 51.905,448 52,943,557 54,002.428 55.082,477 56,134,126 57,307,809 58,453.965 59623,044 60,815,505 52,031,815
Assu.':'..:.?~£!,;::;~~-"-~..~~:.:J~:tio~'PrOp"tty Tratls1e' ImpaolfN~9ativePmI' 13 [3) , , 0 , , , 0 , , , , ,
Tolal Real Prope,ty 2,544,384,712 2,595,272.407 2,647,177,855 2,700,121,412 2,754,123.840 2,809,206.317 2,865,390.443 2,922,698,252 2,981,152,217 3,040,775,262 3,101,590,76'7 3,163,622,582

Tolal Other Property )4l____._ 14.783,557 ~~.::r:. 14.783,557 14,183,557 14,783,557 !~!!.:;~.::r:. !~.:."!.~~~~- 14.183,~ !~!~:~:Z. 14.183,557 14,783,557 14,783,557

Total Value 2,559,188,269 2,610,065,964 2,661,961,412 2,714,904,969 2,168,907,391 2,823,989,874 2.880.174,000 2,937,481,809 2,996,935,174 3,055,558,819 3,116,314,324 3,178,406,139

InCfem"nt~1V~I"e Over S"s€ of: S1,005,885,605 1,553,282,664 1,604,170,359 1,655.075,807 1.109,019,364 1,763,021,792 1,818.104.269 1.874,288,396 1,931,596,204 1,990,050.169 2,049,673,214 2,110,488,719 2,172,520,534

Gross Revenue (5] 16.532,827 16.041.704 16.560,758 17,090,194 17,530,218 18.161,043 18,N2.854 19,315,962 19,900,502 20.495,712 21,104,687 21,725,205
31,630 31,630 31,630 31,530 31.630 31,6.30 31,630 31,630 31.630 31,630 31,630 31.630

1\.9re~m"~t 1~-Ll"\1 Payme~\)7] 523,772,689 291,319 297,145 , , , , 0 , 0 0 0 ,
I\.dj<Estments to Gmss Revem!€

Supplemental Roll , , , , , , , , , , , ,
Property Tax Administrative Fee )8) (155,328) (160,417) (165,608) (170_902) (176,302) (131,810) (187,429) (193,160) (199,005) (204,967) (211,049) (217,252)

, ___~Iim~t~dLevy Sl>ortfall(9) 3.00% , , , , , 0 , , , 0 ,
"Net Tax Inc'ement Revenue 15,700,44-8 16,210,062 16,426,781 16,960,912 17,486,546 18,030,863 18,587,086 19,164,433 19.733,127 20,323,396 20,925,469 21,639,584

2% of CPI Annual Growth en Tolal Socu,ed V~I<Ee 2,173,624,911 2,217,097,409 2,261,439.358 2,306,668,145 2,352,801_508 2.399,857,538 2.447,854,688 2,496,811,782 2,546_748,018 2.597,682,973 2,649,536,638 2,702,629.371
Inc,~m~nl~lSe~",edVal<Ee Ove' 8"," of: $984,959,331 1,16B,665,580 1,232,13B,QJ3 1,276,4BO,027 1,321,708,B14 1,%7,342.177 1.414,898,207 1.452,895,357 1,511,852,451 1,561.138,667 1,512,723,64'1 1,604,677,307 1,717,570,040

Seclion 33675 Resole,tio"s
MelrDpolita" Water Distrid (MWD) 0,00430% (51.113) (52,982) (54,889) (56.833) (53,617) (60,841) (62,9D5) (65,010) (67,157) (59,34'1) (71,581) (/3,860)
County Water Alllllority (CWA) 0.00000';'. , , , , , , , , 0 , , ,

__~!!!.-"!'::.:'~r:'.i.:g~~ O,OODOOO/" , , , , , ,
"

, , , , 0_.._. _.._"._...
Aoency Sha'e of Tax Ine'ement Less Section 33575 ReMMions 15,649,335 16,157,030 16,371,892 15,894,089 17.426.129 17,970,022 18,524,181 19,089.423 19,565,970 20,254,048 20,853.888 21.465,'124
,_._-- - --.------ ----- - ----------- ---- --~".. --- -_.._--- "--_..,-,.. ._------ ----- ,,-""-- ---,...
N<>n.Hou~i"g & Housing Tax Inc,ement R"venu~ 15,649,335 16,157,080 16,371,892 16,894,089 17,426,729 17,970,G22 18,524,181 19.G89,423 19.66S,97G 20,254,04-B 20,883,888 21,465,724

LowIMmje,"\e l~cGm~ Housing Se(·Aside Revenue (3,140,090) (3,242,012) (3,285,356) (3,390,184) (3.497,109) (3,606,173) (3,717.4.17) (3,830,887) (3,946,625) (4,054,5'19) (4,185_094) (4,307,917)

Tolal Ta,.Sharing Amount, by Agency [11]
County of San Diego (2,368,322) , 0 , , , , , , , , ,
San Diego Comm<mity Coltege District (150,M9) (155_944) (16S,oM) (170,902) (176,302) (131,810) (187.429) (193,150) (199,005) (204,967) (211,049) (217,252)
San Diego Unified School Oisb'ict (2,360,779) , , , , , , , , , , ,
San Diego County Office ::'1_Educ"1ion _.-i~.:?~~ _D01,3M) ~zt~~ _,.0~2.:?!~ (114,596) ~ ,,_0.~!.:!~ _.J125,55~ ~!.~':2~ .._L~:~~3~ ~X,;!~,~} _J141,214)

Talal Tax.Sha'ing (4,978,001) (257,308) (273,253) (281,988) (7.90,699) (299,9B7) (309.258) (318,713) (328,358) (338,196) (348,231) (358,466)

Payments to S!Jppl~me~tal Ed"c.alin"al R"ven,,~ A"gm~nlallon Fund (SERAF) (12)

Available Non_Housing Tax lne""m~ntRevenue 7,531,244 12,657,760 12,813,284 13,221,916 13,&38,721 14,0&3,862 14,497,~06 14.939,B23 15,390,987 15,881,113 1&,320,863 16,799,341
Available Housing Tax Incr~m~ntR~v~nue 3,140.090 3,242,012 3,285,356 3,390,184 3,497.109 3,&*,173 3,717,417 3,830,887 3,946,625 4,064,679 4,185,094 4.307,917
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1'1
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APPENDlXB

DEMOGRAPHIC AND ECONOMIC INFORMATION REGARDING THE CITY

Set forth below is certain demographic information regarding the City of San Diego (the "City") and the
County ofSan Diego (the "County"). This information is providedfor informational purposes onZv and general
background. The 2010 Bonds are not a debt of the City, the County, the State, or any of its political
subdivisions, and none of the City, the County, the State nor any of its political subdivisions is liable thereon.
The information and data within this Appendix B is the latest data available; however, the current state of the
economy at City, County, State and national levels may not be reflected in the data discussed below because
more up-to-date publicly available information is not available to the City.

As set forth under "SECURITY FOR THE 2010 BONDS" in theforepart of this Official Statement, the 2010
Bonds are secured by Tax Revenues, as described therein.

INTRODUCTION

The City, with a total population of approximately 1,376,173 as of January 1,2010 and a land area of
approximately 342 square miles, is the eighth largest city in the nation and the second largest city in California.
The City is the county seat for the County. In addition to having a favorable climate, the City offers a wide
range of cultural and recreational services to both residents and visitors. Major components of the City's
diversified economy include defense, tourism, bioteclmologylbiosciences, financial and business services,
software and telecommunications.

Population

The following Table B-1 sets forth ammal population figures for the City, the County and the State for
calendar years 2000 through 2009. The City's population increased by approximately 6.0% between 2000 and
2009, with an average annual increase of approximately 8,529.

TABLE B-1
POPULATION GROWTH

Calelldar Years 2000 through 2009

Allllual Allllual Allllual
Calelldar City ofSail Growth COUllty of Growth State of Growth

Year(l) Diego Rate Sail Diego Rate California Rate
2000 1,277,168 1.82% 2,836,284 2.16% 34,095,209 2.02%
2001 1,250,700 -2.07 2,892,535 1.98 34,766,730 1.97
2002 1,255,742 0.40 2,948,541 1.94 35,361,187 1.71
2003 1,275,112 1.54 2,994,300 1.55 35,944,213 1.65
2004 1,294,000 1.48 3,025,524 1.04 36,454,471 1.42
2005 1,306,000 0.93 3,053,111 0.91 36,899,392 1.22
2006 1,311,162 0.40 3,077,313 0.79 37,274,618 1.02
2007 1,316,837 0.43 3,117,943 1.32 37,674,415 1.07
2008 1,336,865 1.52 3,169,490 1.65 38,134,496 1.22
2009 1,353,993 1.28 3,208,466 1.23 38,487,889 0.93

m As of July 1of the calendar year.
Source: City of San Diego data: Fiscal Year 2009 Comprehensive Annual Financial Report, Statistical Section

(Unaudited).
Connty of San Diego and State of California data: State of California Department of Finance, Demographic
Research Unit
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Employment

The following Table B-2 sets forth information regarding the size of the labor force, employment and
unemployment rates for the City for calendar years 2005 through 2009, and for April 2010 (Preliminary).

TABLE B-2
LABOR FORCE - ESTIMATED AVERAGE ANNUAL EMPLOYMENT AND
UNEMPLOYMENT OF CITY OF SAN DIEGO CIVILIAN LABOR FORCE(I)

Calendar Years 2005 through 2009, and April 2010
(Not Seasonally Adjusted)

Calendar Year
April

2005 2006 2007 2008 2009 2010(2)

Civilian Labor Force
City of San Diego")

Employed 639,700 647,900 652,400 657,300 627,700 625,200
Unemployed 29,000 26,800 31,100 41,900 67,500 72,300

Unemployment Rates
City(') 4.3% 4.0% 4.6% 6.0% 9.7% 10.4%
County(l) 4.3 4.0 4.6 6.0 9.7 10.4
Califomia(l) 5.4 4.9 5.4 7.2 11.4 12.3
United States(3) 5.1 4.6 4.6 5.8 9.3 9.5

(I) Revised labor force data and Unemployment Rates are based on a March 2008 benchmark.
(2) Preliminary; subject to change.
(3) The United States unemployment rates for calendar year 2005-2009 were generated as of May 4,2010.
Source: State of California Employment Development Department, Labor Market Information Division; and the U.S.

Department of Labor, Bureau of Labor Statistics

The State of Califamia Employment Development Department, Labor Market lnfomlation Division (the
"EDD"), preliminarily estimates that, on a seasonally unadjusted basis, the civilian labor force in the City in
April of 2010 was 625,200, of which approximately 72,300 persons were unemployed. Based on preliminary
estimates of the EDD as of May 24, 2010, the City's unemployment rate in April of 2010, on a seasonally
unadjusted basis, matched that of the County at 10.4% and was below the unemployment rate of the State,
which was 12.3%. However, the City's unemployment rate exceeded that ofthe United States, which was 9.5%.
The following Table B-3 sets forth estimates of total annual civilian nonagricultural wage and salary
employment by number of employees in each major industry category in the County for calendar yeaTS 2004
through 2009. Annual industry employment information is not compiled by sector for the City.
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Since the industry employment data referenced above is organized by standard industrial classificatiou
codes, employment in the various high tech categories, such as teleconununications, software and biotechnology
may not fall into a single employment section alone. For example, some telecommunications firms appear in
Manufacturing while others appear in Services.

Taxable Sales

The following Table B-4-1 sets forth taxable transactions in the City for calendar years 2004 through
2008 and the following Table B-4-2 sets forth taxable transactions in the City for the first quarter of calendar
year 2009, the most recent period for which State Board of Equalization data is available.
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TABLEB-4-l
CITY 011 SAN DIEGO

TAXABLE TRANSACTIONS
Calendar Years 2004 through 2008

(In Thousands)

2004 2005 2006 20011
) 2008(1)

Retail Stores
Apparel $ 785,563 $ 865,833 $ 924,301 $ 959,509 $ 1,123,736
General Merchandise 2,142,892 2,170,831 2,236,087 2,272,494 1,995,887
Food 741,899 801,351 843,800 881,871 828,471
Eating and Drinking 2,197,430 2,311,013 2,466,681 2,617,392 2,682,884
Home Furnishings and 728,841 747,339 706,043 655,097 749,808
Appliances
Building Materials 1,440,726 1,396,894 1,427,987 1,098,559 865,280
Motor Vehicles and Parts 2,213,662 2,228,510 2,132,207 2,237,019 1,852,953
Service Stations 1,232,354 1,398,512 1,567,032 1,656,784 1,847,(l02
Other Retail Stores 2,375,353 2,465,882 2,527,653 2,321,276 2,045,273

Total Retail Stores $13,858,720 $14,386,165 $14,831,791 $14,700,001 $13,991,295
All Other Outlets 4,679,723 5,105,581 5,227,476 5,356,105 5,422,964
TOTAL ALL OUTLETS $1Ji.2;l,k.443 $19,491,746 J;1,Q.059 267 S;2Q056106 $19414259(2:

(1) In early 2007 the California State Board of Equalization began a process of converting business codes of sales and use
tax permit holders to North American Industry Classification System codes. As a result of the coding change process,
industry data for 2007 and 2008 are not comparable with data from prior years.

(2) Line items may not add to totals due to independent rounding.
Source: California State Board of Equalization.

TABLEB-4-2
CITY OF SAN DIEGO

TAXABLE TRAo"iSACTIONS
Calendar Year 2009 First Quarter

(in Thousands)

Type of Business

Motor Vehicle and Parts Dealers
Home FWllishings and Appliance Stores
Building Materials and Garden Equipment and
Supplies
Food and Beverage Stores
Gasoline Stations
Clothing and Clothing Accessories Stores
General Merchandise Stores
Food Services and Drinking Places
Other Retail Group

Total Retail and Food Services

All Other Outlets

TOTAL ALL OUTLETS

Source: California State Board of Equalization, Taxable Sales in California.

B-4

2009
First Quarter

$ 404,313
232,046

179,969
201,635
278,502
278,305
313,311
623,086
358,877

2,870,044

1,173,138



Total taxable sales in the City of San Diego during the first quarter of calendar year 2009 declined by
approximately 13%, compared to the same period of the prior year.

Tourism

The tomism industry is the County's third largest industry in terms of business revenue generation,
following manufacturing and the military. The following Table B-5 sets forth total visitor spending in the
County for the calendar years 2005 through 2009.

TABLEB-5
COUNTY OF SAt"i DIEGO

TOTAL VISITOR SPENDING!!)
Calelldar Years 2005 through 2009

(Ill Milliolls)

Calelldar Year
2005(1)
2006(2)

200i2)

2008
2009

Amoullt
$7,224

7,719
7,899
7,916
6,958

(1) Visitor spending is an estimate of total direct and indirect visitor expenditures as derived from the Visitor Activity
ModellVisitor Profile Study prepared by CIC Research, Inc. for the San Diego Convention and Visitors Bureau.

(2) Figure reflects revised estimate to include day visitors from Mexico, non-resident air travelers and conference and
convention plaIll1crs and exhibitor companies.

Source: San Diego Convention and Visitors Bureau.

The following Table B-6 sets forth the City's transient occupancy tax revenues for Fiscal Years 2005
through 2009.

TABLEB-6
CITY OF SAN DIEGO

TRANSIENT OCCUPANCY TAX(I)
Fiscal Years 2005 through 2009

(ill thousallds)

Fiscal Year Amoullt

2005 $ 120,792
2006 136,803
2007 154,810
2008 159,348
2009 140,657

0) Includes both the General Fund portion of TOT (S.S¢ of 10.S¢) and the balance (S¢ of 10.S¢) aIlocated to Special
Promotional Programs. Special Promotional Programs are intended to: advance the City's economy by promoting the
City as a visitor destination; develop, maintain, and enhance visitor-related facilities; and support the City's cultural
amenities and natural attractions. Includes both the General Fund portion of TOT (S.S¢ of 10.S¢) and the balance (S¢
of 10.S¢) allocated to Special Promotional Programs. Special Promotional Programs are intended to: advance the
City'S economy by promoting the City as a visitor destination; develop, maintain, and enhance visitor-related facilities;
and snpport the City's cnltnral amenities and natural attractions.

Source: Fiscal Year 2009 Comprehensive Almnal Financial Report, Comptroller's Office, City of San Diego.

The City is the focal point for tOUlism in the County. Based on the San Diego County Visitor Industry
Summary produced by San Diego Convention and Visitors Bureau, in calendar year 2009 an average of 67.3%
of the County's hotel and motel rooms rented were located in the City. In addition, most of the County's major
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tourist attractions, including the world-renowned San Diego Zoo, the San Diego Wild Animal Park and Sea
World, are located in the City. Other attractions located in the City include the Cabrillo National Monument on
Point Lorna, the historic Gaslamp QUalter in the downtown area, the Old Town State Park, Balboa Park and a
host of other cultural and recreational activities.

Based on the San Diego County Visitor Industry Summary, in calendar year 2009, there were 8,501,391
airport arrivals and 665,757 Amtrak arrivals in the County; City average hotel occupancy was 65.4%. As of
March 2010, the City average hotel occupancy rate was 70.9%, which represents a 12.0% increase from the
same period of the prior year.

In addition to the many permanent attractions available to visitors, the City has also been host to a
number of major sporting events. The City annually hosts the Buick Invitational, a Professional Golfers'
Association Tour Event played at the world renowned Torrey Pines Golf Course. In addition, the City has
annually hosted a pair of post season contests of elite college football teams, the Holiday Bowl and the
Poinsettia Bowl.

The San Diego Convention Center has 2.6 million total gross square feet of buildings. According to the
San Diego Convention Center Corporation, since opening in 1989, the Convention Center has generated over
$18.3 billion in economic benefit for the San Diego regional economy through increased visitor spending,
additional hotel room nights, and new jobs.

Military

Military and related defense spending are significant factors in the County economy. Military
installations include Marine Corps Base Camp Joseph H. Pendleton; the Marine Corps Recruit Depot (MCRD);
Marine Corps Air Station at Miramar; Naval Air Station North Island; Naval Station San Diego; and Naval
Submarine Base, Sall Diego.

The following Table B-7 sets fortb the military and related defense expenditures and persoilllel in the
City for the federal fiscal years ended September 30, 2008 alld September 30, 2009.

TABLEB-7
CITY OF SAN DIEGO(l)

TOTAL DEFENSE EXPENDITURE AND PERSONNEL
Federal Fiscal Years ended September 30,2008 and September 30, 2009

Fiscal
Year

Expenditures (In Thousands)
Grants/ PayrOll

Contracts(3) Outlays(2)

Military & Civilian Personnel2)

Active Duty
Military Civilian(4) Total

2008
2009

$ 9,080,575
$10,754,006

$5,543,618
$5,778,806

64,605
67,432

25,232
24,965

89,837
92,397

(lj Data includes activity and expenditures which may occur outside the City or in adjacent counties related to County
based sites.

(21 Computation for Persomlel & Payroll Data includes Active Duty Marines and all Commands in the following Navy
Installations: Naval Base San Diego, the Broadway Complex, Naval Base Point Loma, Naval Base Coronado, Marine
Corps Air Station Miramar, Marine Corps Recruit Depot Miramar, and Naval Medical Center.

(31 Procurement data includes Contracts for Dept of Defense only in Congressional Districts CA-49, CA-50, CA-51, CA
52 and CA-53.

(4) Includes Appropriated and Non-appropriated Funds Civilians Navy employees, Defense Commissary Agency
employees, Navy Exchange employees and Marine Corps Exchange employees.

Source: Defense Manpower Data Center and Total Workforce Management System, Commander Navy Region Southwest,
Regional Business Office.
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International Trade

The following Table B-8 sets forth the valuation of expOlis originating in the San Diego Customs
District for the calendar years 2005 through 2009.

TABLEB-8
VALUATION OF EXPORTS

ORIGINATING IN SAN DIEGO CUSTOMS DISTRICT(J)
Calendar Years 2005 through 2009

(In Millions)

Calendar Year

2005
2006
2007
2008
2009

Amount

$14,990
15,980
16,002
16,607
14,007

(I) The San Diego Customs District includes the ports of San Diego, Andrade, Calexico, San Ysidro, Tecate, Otay Mesa
Station, and Calexico-East.

Source: RAND California, Business and Economic Statistics and US Census Bureau Foreign Trade Statistics,

Top Ten Principal Employers

The following Table B-9 sets forth the top 10 principal employers in the City of San Diego as of
June 30, 2009.

TABLEB-9
CITY OF SAN DIEGO

TOP TEN PRINCIPAL EMPLOYERS
Fiscal Year 2009

(unaudited)

Employer
United States Navyl2)
San Diego Unified School District(3)
University of California San Diego
San Diego County(4)
Sharp Memorial Hospital
City of San Diego(5)
Kaiser Permanente
University of San Diego
Qualcomm, Inc(6)
UC San Diego Medical Center
Total Top Employers

Number of
Employees

55,300
21,959
19,435
17,900
14,724
10,799
7,220
6,086
6,000
5,300

164,723

Percentage of
Total Employmenl' )

7.91%
3.14
2.78
2.56
2.11
1.54
1.03
0.87
0.86
0.76

23.SJi%

(I) Percentage based on total employment of 699,200 provided by the EDD Labor Force Data.
(2) Employee count includes only U.S. Navy branch civilian and military personnel.
(3) Employee count is district-vvide; school district boundaries do not coincide with City of San Diego boundaries.
(4) Employee count is county-wide.
(5) Employee count is provided by the City of San Diego, Office of the Comptroller.
(G) Based on Fiscal Year 2008 employee count. Fiscal year 2009 employee count was not yet available.
Source: Fiscal Year 2009 Comprehensive Annual Financial Report, Statistical Section (Unaudited).

B-7



Personal Income

The following Table B-lO sets forth the per capita personal income in the County and the State for
calendar years 2005 through 2009.

TABLE B-IO
COUNTY OF SAN DIEGO AND STATE OF CALIFORNIA

PER CAPITA PERSONAL INCOME(l)
Calelldar Years 2005 through 2009

Calelldar Year
2005
2006
2007
2008
2009(3)

COUllty ofSail Diego(2)

$40,383
42,801
44,832
45,728

State ofCaliforllia
37,418
40,020
41,805
43,852
42325(4),

(l) Amounts for County and State may not be comparable based on different source methodology.
(2) Reflects per capita personal income for the San Diego-Car1sbad-San Marcos Metropolitan Statistical Area.
(3) County of San Diego Per Capita Personal Income for Calendar Year 2009 not yet available as of tbe date of this

Official Statement.
(4) Preliminary.
Source: Califomia data: U.S. Bureau of Economic Analysis and Bureau of the Census.

Propeliy Valne and Construction

The following Table B-ll sets forth total City assessed value, building permit valuations and the
number of new construction permits issued in the City for Fiscal Years 2005 through 2009.

Residential construction activity has continued to decline since peaking in 2005. The subprime
mortgage crisis and the resulting significant increase in the number of foreclosures have contributed to this
downturn.
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TABLE B-ll
CITY OF SAN DIEGO

ASSESSED VALUE AND CONSTRUCTION PERl\1IT VALUATION
Fiscal Years 2005 through 2009

($ in thousands)

Residential(1) Non-Residential(2)
Total Permit

Assessed
Fiscal Dwelling Assessed Assessed Value
Year Units Valu/4! Permits Valu/4! Estimat/4!

2005 3,961 $941,561 221 $1,216,258 $2,157,819
2006 3,702 762,811 272 1,266,451 2,029,262
2007 3,540 587,520 217 1,035,183 1,622,703
2008 2,228 437,934 175 931,648 1,369,582
2009 1,117 202,268 138 576,879 779,147

(I) Residential reflects constlUction of new structures.
(2) Non-residential reflects construction of new structures whose intended use includes commercial, industrial, mid other

uses. Each permit is a separate structure.
(3) Valuation figures only include valuation of newly created structures. These figures do not include minor modification

work such as interior remodels, reroofs, etc. Total pennit Assessed Value is an estimate detennined at time of permit
issuance; actuals may vary.

Source: Development Services Department, City of San Diego, Permit Tracking System Database.

According to the San Diego County Recorder's Office, there has been an increase in the number of
notiees of loan defaults issued in the County in calendar year 2009 relative to calendar year 2008; however,
foreclosures have dropped during this time frame. There were 34,069 notices of default issued in 2008 in the
County of San Diego, which increased to 38,308 notices issued in 2009. However, foreclosures in the County
were 19,577 in 2008, which decreased to 15,487 foreclosures in 2009.

The following Table B-12 sets forth foreclosure activity in the County for the calendar years 2005
through 2009.

TABLE B-I2
COUNTY OF SAN DIEGO

FORECLOSURE ACTIVITY
Calendar Years 2005 through 2009

Calendar Year
2005
2006
2007
2008
2009

Foreclosures
559

2,065
8,417

19,577
15,487

Totaillumber of
Housillg Ullits(l!

1,107,985
1,1l8,283
1,131,749
1,140,349
1,145,548

% ofTotal
Housing

Units
0.05%
0.18
0.74
1.72
1.35

iTlf\s~f January] of the indicated year.
Source: County of San Diego, Assessor's Records; and SANDAG.

Transportation

San Diego's transpOliation system provides for the movement ofpeople and goods through a network of
highways and roads, public transit, freight railroads, airports, seaports, and intermodal facilities. Local streets,
paths and trails serve to provide local access and connections to the regional network. The transportation system
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provides travel for residents, employees, visitors, and goods movement and creates a system that supports City
and regional economic needs. To accommodate the various travel needs, the City's transportation network
includes numerous modes of transportation.

SANDAG is the region's transportation and planning agency. The City participates in the development
and adoption of SANDAG documents and programs through the votes of elected officials serving on the
SANDAG Board of Directors, staff participation on SANDAG advisory committees, and direct citizen
participation in the process.

The automobile-highway system is the primmy mode of travel in the region. Based on public
information published by SANDAG the existing regional trmlsportation system consists of over 600 miles of
freeways and highways and about 7,400 miles of local streets and roads. Over 84 million vehicle miles are
traveled daily, with an average vehicle trip length of 6.4 miles. At present, the capacity of the auto-highway
system is being exceeded in a number of corridors during the peak commute hours when most people are going
to and from work. Within the San Diego region, transit services are provided by the Metropolitan Transit
System ("MTS") in the southern metropolitan area (including the City) and the North County Transit District
("NCTD") in the northern part of the county (with Coaster and bus services that tie into the City of San Diego).
Transit services are provided both for trips within the City and region and for trips between San Diego and
adjacent areas. The cun-ent transit network includes local and express bus, light rail (trolley), and Coaster
commuter rail services. According to SANDAG data, the region's transit systems provide about 35 million
miles of annual trmlsit service, carrying over 104 million total mmual passengers.

In addition, there are demand-responsive transit services that provide transit service in sparsely traveled
areas and for travelers with special needs that cmmot be well served by fixed-route service.

The Coaster and Amtrak trains provide passenger rail service to the City along the coastal rail corridor.
Passenger and freight trains also share the predominately single-track corridor. The Coaster provides conmmter
rail service betwecn Oceanside and Downtown San Diego with stations in the City at SOlTento Valley, Old
Town, and the Santa Fe Depot. Amtrak provides intercity passenger rail service from Downtown San Diego to
Los Angeles, and north to San Luis Obispo, which is the second most heavily traveled intercity passenger rail
corridor in the nation.

The City of San Diego has a developed network of designated bikeways as described in the City'S
Bicycle Master Plan. The City's network includes bicycle paths in Mission Valley, Mission Bay Park, and
along the beachfronts in Pacific Beach and Mission Beach. Other facilities of significant length can be found in
the communities of Carmel Valley, Rancho Peiiasquitos, Mira Mesa, Rose Canyon, near the San Diego Airport,
and in the Mission Trails Park.
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of SaG

December 23, 2009

Honorable Members of the Agency:

The Annual Financial Report on all projects of the Redevelopment Agency of ihe City of San
Diego for the year ended June 30, 2009 is presented in accordance with the Communily
Redevelopment law (§33,OOO el seq., of the Health and Safety Code of the Stale of California).

All expenditures and revenues for these projects have been reported for in accordance "'11th
generally accepled accounting principles in the United States applicable to municipalities, and all
flnanciallransactions occurring during the year were made in accordance with the redevelopment
laws of the Slate of California.

Respectfully submHted,

YLA5~
\A"m~~·!"",,,,,,,, ,\. Anderson

Assistant Executive Director
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June 30, 2009
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As management of the City of San Diego (the "City"). we offer readers of the Redevelopment Agency (the
"Agency") financial statements this narrative overview and analysis of the financial activities of the Agency
for the fiscal year ended June 30. 2009.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Agency's basic financial
statements The Agency's basic financial statements are comprised of three components: (1)
government·wide financial statements, (2) fund financial statements, and (3) notes to the fimmcial
statements. This report also contains reqtlired and other supplementary information in addition to the
basic financial statements themselves.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
Agency's finances, in a manner similar to a private-sector business.

T'he Statement of Net Assets presents information on all of the Agency's assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases In net assets may
serve as a useful indicator of whether the financial position of the Agency is improving or deteriorating

TI18 Statement of Activities presents information showing changes in the Agency's net assets during the
most recenl fiscal year. All changes in net assets are reported when Ihe underlying event giving rise to
the change occurs, regardless of the timing of related cash flows. The focus is on both gross and net cost
of Agency functions, which are supported by general revenues. This Statement also displays functions of
the Agency Ihat are principally supported by taxes. private contributions, and intergovernmental revenues
(governmental activities). The governmental activities of the Agency include General Government and
Support and Neighborhood Services, The Agency does not engage in business"type activities

The government-Wide financial statements exclusively include the Agency (known as the Primary
Government) with no legally separate. discretely presented component units. The government-wide
financial statements can be found on pages 32 and 33 of Ihis report.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The Agency, like other state and local governments, uses
fund accounting to ensure and demonstrate compliance witb finance-related legal requirements All funds
of the Agency are combined into the governmental funds category.
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Governmental Funds
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SUMMARYOFNEf ASSETS

Govemmm\BI Activrtics

Governmental funds are used to account for essenlially the same functions reported as governmental
activities in the government-wide financial statements, However, unlike the government-wide financial
statements. governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as balances of spendable resources available at the end of the fiscal year Such
infonnation may be useful in evaluating a government's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government·wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government·wide financial statements. By doing
so, readers may beller llnderstand the long-term impact of tile government's near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statemenl of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental acllvities.

The Agency maintaIns individual governmental funds. Information Is presented separateiy in HIe
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances for the Centre- Cily Low and Moderate tncome HOllsing Special Revenue Fund,
Centre City Other Special Revenue Fund, Centre City Debt Service Fund and Centre City Capital Projects
Fund all of which are considered to be major funds. Data from the other governmental funds are
combined into a single, aggregated presentation, Individual fund data for each of these nonmajor
governmental funds is provided in the form of combining statements elsewhere in Ihis report

The basic governmental fund financial statements can be found on pages 34"38 of this report.

Current an~ Other Assets
Cap~ai Assets

__3.~O_O__

897,899

187,863

-~,-~
826,851

177,105

Dof.at Percent
Increase Increase

(OeGre8sel ~ (DoGlC~5e)_

71,048 9%

__-"WC,";~8 6%

Notes to the Basic Financiat Statements

The notes provide additional information that is essential to a full understanding of the data provided in
the government"wide and fund financIal statements The notes to the basic financIal statements can be
found beginning on page 40 of this report

Other Information

In addition to the basic financlal statements and accompanying notes. budget to actual comparison
schedules of the Centre City Low and Moderate Income Special Revenue HousIng Fund and the Centre
City Other Special Revenue Fund can be found on pages 70-73. Combining fund statements and
schedules for nonmajor governmental funds can be found beginnIng on page 76 of IIlis report.

The "Independent Auditor's Report on Internal Control over Financial Reporting and on Compliance and
Other Matters Based on an Audit of FInancial Statements Performed in Accordance with Government
Audiling Standards" can be found on page 106 oflhis report

As part of supplementary information provided in this report, a sclledule of changes to principal and
interest due to the City for each Project Area can be found on page 116, In addition, assessed valuation
information for each project area (".an be found beginning on page 118 of this report

17

As noted earlier, net assets may serve over time as a useful indicator of a government's financial position.
In the case of Ihe Agency, assets exceeded liabilities at June 30, 2009, by $42,797

Of the Total Net Assets $96,064 represents the Agency's investment in capital assets, less any
outstanding debl used to acquire these assets. The Agency uses these capital assets to provide- services
to citizens; consequently, tl1ese assets are not available for future spending. Allhaugh the Agency's
investment in its capital assets is reported net of related debt, it should be noted that the resources
needed to repay Ihis debt must be provided from other sources, since the capital assets themselves are
generally not used to liquidate these liabilities.

The Agency's RestrIcted Net Assets of $133,478 represent resources that are subject to external
restrictions on how they may be used. Restricted Net Assets increased by $24,745 over the prior year, or
about 23% primarily due to a net increase in resources available for Low and Moderate Income Housing

There are several factors contributing to the Agency's deficit of $186,745 in Unrestricted Net Assets. First,
the Agency typically bOITows funds from the City when a project area does not generate sufflcient tax
increment to fund redevelopment activities in the area, mostly during the initial stages of a project area's
life. At the point sufficient tax incremenl revenues are generated, the Agency issues long term debt to
carry out redevelopment and housing activities in the project area, piedging future tax increment revenues
for the repayment of these long term obligations. Inlerest expense associaled with City Loans and other
long tenn deb! is an important factor contributing to IIle deficit in Unrestricted Net Assets. In addition, tile
Agency has used long term debt to acquire properties that have been sold to developers or conveyed to
the City at a loss, for improvements of public infrastructure, rehabilitation of properties not owned by the
Agency and for development of affordable housing.
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CHANGES IN NET ASSETS

Onvermmnta) Activ'~S

Neighborhood Services expense increased by $95,292 or approximateiy 288%. This is mostly
atlributed to a settlement agreement with the County of San Diego (the "County"), reached in the
current fiscal year, related to a Superior Court Case seeking 10 invalidate the Redeveiopment Plan for
the Grantville Project Area. Pursuant to Ihe agreement. lhe Agency will pay $31,360 10 the City to
fund a portion of the cosl of the construction of the C Street transit improvements in the Centre City
Project Area: an additional $31,360 to the County 10 fund North Embarcadero Project Improvements,
as defined in the agreement and $7,840 for joint projects in the Grantville Projecl Area to be
proposed by the County and approved by lhe Agency. These obligations tolaling $70,560 were
recognized in the current fiscal year and recorded as Neighborhood Services expense.

General Government and Support Expense increased by $5,637 or approxim(ltely 12%, This is
moslly attributed 10 an increase in tax sharing payments of approximateiy $4,027 pursuant to
California Law and lax sharing agreements. In addilion, program management expenses related to
the North Embarcadero Project in the Centre City Project Area increased by approximately $1,533
due to architectural and engineering design services rendered in the current fiscal year.

Additionally, the Agency's contributed $11,315 to the City, pursuant to the ballpark cooperation
agreement, for satisfaction of the fiscal year 2009 Ballpark Lease Revenue Bonds, Series 2007A debt
service obliga1!on. There was no similar contribution in the prior year, Also, Ihe Agency's contributions
to lhe Cily for planning acHvities related to the Barrio Logan, Granlville, North Bay and San Ysidro
project areas increased by $4,715 over the prior year

Revenue from the use of Money and Property decreased by $8,860 or about 27% mostly due to a
boltoming out of declining interest rates around December 2008 and the decrease in interest income
from the reinvestmenl of the Agency's assets at these record low interest rates

Loss on Sale of Land Held for Resale decreased by $9,319 due to a prior year loss on the disposition
of a parcel in the Centre City Project Area relaled 10 the Renaissance Hotel projecl. The prior year
loss was mostly due to timing differences in revenue and expense recognition as advances from the
developer for the purchase of the property were recognized in prior years as the funds were used 10
acquire the property, There were no land held for resale dispositions in the current fiscal year.

Dollar Percent
",crease )m;rea,e

(Decrease) (Decreas,,)

,'! (5%)

2,382 15%

15.209 %

(2,982) (62%)

(8,860) (27%)

" 100%

~ 100%

1~ 7%

5.637 12%

95.292 288%

~ '%

"" 83%

(88,807) (92%)

9~ 158%

7,530 21%

4,775

32,>147

(11)

(9,319)

96,337

<7
15,500

{61,07q[

35.267

221,2>18

'177,353

2008

48,201

33,091

~." 43,669 l"

___124,(;61 ~

7.530

1,793

24,0117

42,797

35.267

"17 .888

236.374

192,562

228.844

53.838

128.383

46,623"

2009

Tolill Revenues

Cllange in Net Assets

Net Assets, July 1

Nel Assels, June 30

Expe~ses

General Govemmm1 a~d Support
Ne;ghborhooo Serv>ces
Inlerest on Long-Term Debt

Total Expenses

Revenues

R"ngrmnReven\les
Operating Grants and Conlrih"tions
Cap~al Granls and Contlib\FHoflS

General ReveFlues

Tax Incremen1s

Grants and C0f11rftJ!ltioos Nflt Re,lrlclecl to

Specific Program;

Revenoe !rem Use of Mt>ney and PrQperiy

Loss on Sale of Capital Assets
Loss on Sale of Land Held For Resale

Governmental Activities

Governmental activities increased the Agency's net assets by $7,530 hereby accounting for all of the
increase in net assets d\lring fiscal year 2009. Key elements of this increase are as follows:

Capital Grants and Contributions increased by $2,382 or about 15%, mostly due to the receipt of
$2,901 in federal transportation grant funds from the Federal Highway Administration through the
California Department of Transportation and the City for the construction of the Park Boulevard at
Harbor Drive Pedestrian Bridge in the Centre City Project Area.

Moreover, the reduction in net realizable value of $2,711 related to the Velerans Village property in
the North Bay Projecl Area was reported as Neighbor!lood Services expense. This property will be
sold 10 Vielnam Veterans of San Diego for a nominal amount pursuant to a Development and
Disposllion Agreement.

Finally, the Agency contributed affordable housing funds of approximately $1,911 for loan programs
currently administered by the San Diego Housing Commission designed 10 assist iow and moderate
income persons and families with propeny rehabilitation and first lime home buyer financing

Tax Incremenls revenue increased by $15,209 or approximately 9%. This was mostly due to an
increase in the assessed valuation of properties in the various projecl areas. The Centre City Project
Area reported Ihe largesl year over year dollar increase of $8,395, or approximately 7%. over the
prior year. Ttle San Ysidro project area reported the largesl percentage increase of 73%, or $2,889
over the prior year. Increases in tax increment revenues are mostly due to supplementary property
tax billings issued subsequenl to the billings for the initial rolls for the fiscal year. The supplementary
billings are typically attributed to new construc1!oll activity and the transfer of ownership due to
properties being sold and reassessed althe time of sale.

Grants and Contributions not restricted for specific programs decreased by $2,982, or about 62%.
mostly due to onetime revenue received for the sale of downtown condominium units in the prior
fiscal year pursuant to a participation agreement with a developer.
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COMPOSITION OF AGENCY FUND BALANCES

Governmental funds

FlNANCIAl ANALYSlS OF THE GOVERNMENTS FUNDS

CHANGES IN TAX INCREMENT

T" Dollar Percent
Increment Increase Increase

2009 2008 (Decrease) (Decrease)
Barrio Logan $ 691 , 679 $ 12 2%
Central Imperial 2,455 2,249 206 9%
Centre City 125,366 116,971 8,395 7%
City Heigllts 13,954 14,290 (336) (2%)
College Community 1,142 1,160 (18) (2%)
College Grove 818 718 100 14%
Crossroads 4,299 4,274 25 1%
Gateway Center West 346 334 12 4%
Grantville 2,364 2,364
Horton Plaza 8,616 8,400 216 3%
Linda Vista 96 94 2 2%
Mount Hope 1,674 1,598 76 5%
Naval Training Center 4,905 4,001 904 23%
North Bay 8,876 8,231 645 8%
North Park 7,729 7,964 (235) (3%)
San Ysidro 6,825 3,936 2,889 73%
Southcrest 2,406 2,454 (48) (2%)

$ 192,562 $ 177,353 $ 15,209 9%

'Tax Increment reven"e in th~ amount of $737 and $447 I", Iiscal years 2008 and '2007. respcGlively, wem recogni7ed in
the current fiscal Y\l3r anN ""ltlGmenl 01111" oOha Gmntviile Aclion V~lirl~ti()n laws"il Tax Inr.remcnl of S1.1110
associated with fiscal year 2009 represents an increase of 60% ove' the prior yea,

Total expenditures in the current fiscal year remained conslant compared to the prior year, decreasing by
less than 1%. The Agency's revenue increased by $6,361, or about 3% mostly due to an increase in tax
increment revenue of $15,209, or about 9%, which was offset by a decrease in interest revenue of $8,815
mostly due to a bottoming out of declining interest rates around December 2008 and the decrease in
interest income from the reinvestment of the Agency's assets at these record low interest rates. The
following table shows a breakdown of year over year changes in tax incremenl revenlle for each project
area.

Of the total tax increment revenue received by a project area, 80% is allocated for redevelopment
activities and 20% for affordable hOllsing projects. The Agency has pledged tax increment revenue to
satisfy long-term debt obligations. These payments are made from the 80% and 20% allocations in
proportion to the amount of tong-term debt proceeds used for either housing or redevelopment activities.
In addition, tax increment revenue is distributed to other governmental entilies, from the redevelopment
activities 80% al1ocalion, based on formulas established by California Redevelopment Law, or by tax
sharing agreements. The summary of significant accounting policies in the notes to the basic financial
statements Note 1-q, on page 46, includes a description of the Agency's tax sharing obligations

Oessthan 1%)

Reserved for
Notes Receivable

14%

Reserved for land
Hetd fer Resale

5%

Reserved for Debt

Service
9%

43%

As of June 30, 2009, the Agency's governmental funds reported combined ending flilld balances of
$878,515. Of the total, $498,916, or about 57%, is resef\led to indicate that it is not available for new
spending because it has already been comlnilled (1) to liquidate contracts and purchase orders of the
period, (2) to pay debt service, (3) to increase low and moderate income housing or (4) for a variety of
other restricted purposes, The remaining amount of $379,599, or about 43%, constitutes unreserved fund
balance, which is available for spending at the Agency's discretion, including designations for subsequent
years' expenditures made through the Agency's budgetary process.

As noted earlier, the Agency uses fund accounting to ensure and demonstrate compliance with finance
related legal requirements.

All of the Agency's funds are governmental funds, the focus of which is to provide information on near
term inflows, oulflows, and balances of spendable reSOllfces, Such information is useful in assessing the
Agency's financing requirements, In particular, unreserved fund balance may serve as a useful measure
of a governmenrs net resources available for spending at the end of the fiscal year.

The Agency's fund balances increased by S76,601 or about 10% over the prior year, The increase is
mostly attributed to current year revenues exceeding expenditures for the fiscal year by $63,920, This is
dlle to the fact that the Agency's projects are multi-year in nature and revenue from the current year will
be llsed for projects that are currently in the initial stages of construction or for future year's projects.
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AGENCY COMBINED NONMAJOR FUND 8ALANCES
BY PROJECT AREA

The following chart reflects the composition of Ihe Agency's nonmajor fund balances by project area and
excludes all Centre City Project Area funds

"

Ii",,,,,, f'1",~

5%

North Bay

12%

Other'

3':- (ro,,,o.d,

,%
Noeth Pac"

Lh,d.V;<t. MO<JMHope

1% 2%

North Park

12%

78%

Ce"',,' '"pp',;.I. SouthO'""
,%

The above chart reflects the composition of the Agency's fund balances by project area. The Centre City
project area accounted for 78% of the Agency's combined fund balances. All of the Centre City project
area funds are major funds. Major fundS are reported as separate columns in the fund financial
statements. Combining fund statements and schedules fer nonmajor governmental funds can be found
beginning on page 76 of this report

S£DC

PERCENTAGE OF AGENCY COMBINED FUND BALANCES
BY ADMINISTRAllVE UNIT

ceDC
83%

The SEDC adminislers four project areas in southeastern San Diego, which, as of the end of the fiscal
year, accounted for $33,962 or about 4%, of the Agency's combined fund balances

The Redevelopment Division of the City of San Diego administers eleven project areas throughout the
Cily, which, as of the end of the fiscal year, accounled for $114,726 or about 13%, of the Agency's
combined fund balances.

The Agency's seventeen project afeas are managed by the Redevelopment Division of the City of San
Diego and by iwo non-profit independent corporations, the Centre City Development Corporation (CCDC)
and the Southeastern Economic Development Corporation (SEDC). The following chart illustrates the
percentage of the Agency's fund balances managed by each of ihe three administrative units

Tile CCDC administers the two project areas in downtown San Diego, which have the largest share of the
Agency's combined fund balances. As of June 30, 2009 project areas administered by the CCDC,
accounted for $729,827 or about 83% of lhe Agency's combined fllndbalances.

• OUwrindud<;s,,;i S.rrio t090n. College Co",mlJ~ity Gat",""y "nd G"r+,W~ P'"jel.~ ~H" t""d,
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CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

(\1 ,·'t 0~ '1i)r' :\0.!.B.QL2J"

Centre City Low and Moderate Income Housing Special Revenue Fund

The Centre City Low and Moderate Income Housing Special Revenue Fund is used to account for costs
associated with increasing, improving, or preserving the community's suppty of low and moderate income
housing in the Centre City Project Area. The primary source of revenue for this fund is the 20% tax
increment revenue allocation pursuant to redevelopment law as well as housing bond proceeds. The fund
balance at June 30, 2009 was $210,356, which is an increase of $9,835, or about 5% over the prior year
Fund revenues remained fairly constant while expenditures decreased by $4,635, mainly due to a year
over year decrease of $5,039 in write downs to the value of land held for resole, Transfers for satisfaction
of bond debl service increased by $9,566 mainly due to additional debt service requirements generated
by the issuance 01 the Centre City 2008 bonds in the flnai month of fiscal year 2008. Approximately 61%
or $128,658 of the fund's fund balance is reserved to indicate that it is not available for new spending
because it has already been committed to liquidate contracts and purchase orders of the period or to
reflect Ihal funds have been used to purchase land or to make loans and are not readily available for
spending, The remaining amount of $81,698 or 39% is reserved for spending on low and moderate
income projects.

Centre City Other Special Revenue Fund

Capital assets of governmental funds are capitalil.ed at tM government-wide level and not at the fund
level. Differences between the fund and government-wide statements reporting for these governmental
assets will be explained in both the reconciliation and the accompanying notes to the financial
statements.

In the current fiscal year, expenditures related to the development of parks in the Centre City Project Area
tolaled $13,651, accounting for ali the current year additions to the Agency's Capital Assets. Of the total,
$8,742 was related to Ihe development of the East Village Green Park site and $4,909 lor the
development of Saint Joseph's Park. These additions were offsel by a decrease of $1,121 in land related
to the Skaleworld property in the Linda Vista Project Area resulting from the reclassification of land from
capital assets to land held for resale. The property was reclassified due to the fact that the Agency
intends to sell the property and will no longer continue to lease il

REDEVELOPMENT AGENCY
CAPITAL ASSETS, NET OF ACCUMULATED DEPRECIATION

(In ThOUSands)

Additional information about the Agency's capital assels can be found in the accompanying notes to the
financial statements {see Note 4 on page 54}

The Centre City Other Special Revenue Fund is used to account for transactions that cannot be ciearly
identified with redevelopment activities, debt service or affordable housing. These transactions include tax
shaling payments to other entities in the project area; those related to the Grantville selliement
agreement with the Cay and County; revenue collected from the operation of two parking structures in the
project area; and satisfaction of the City's debt service obligations related to the Ballpi'lrk Lease Revenue
Bonds, Series 2007A The fund balance at June 30, 2009 was $1,080 which is an increase of $1 ,020 over
the prior year. The increase is moslly attributed to tax increment transfers to fund future payments to Ihe
County pursuant to the Grantville settlement agreement. Also reported in the current fiscal year was the
Agency's $11 ,315 contribution to the City, pursuant to the ballparil cooperation agreement, for satisfaction
of the fiscal year 2009 Ballpark Lease Revenue Bonds, Series 2007A debt service obligation.

Land
Structures and Improvements
Equipment

Total

2009 2008
-'--'123,'437 $ 110,907

64,358 66,102
___._2!L 96

$ 187,863 $ 177,105

Centre City Debt SeNice Fund

The Centre City Debt Service Fund is used to record debt-related activity such as debt service payments,
investment activity for bond reserves held with fiscal agents. and bond issuance cosls associaled with the
Centre City Project Area. In addition, the Cenlre City Debl Service Fund accumulates lax increment
revenue for repayment of indebtedness related to the project area, At the end of the fiscal year, the
Centre City Debt Service Fund reported fund balance of $283,240 of which, $66,815, or about 24%, is
reserved for debt service, The fund balance showed an increase of $51,414 over the plior year primarily
due to tax increment revenue collected in excess of debt service payments.

Centre City Capilal Projects Fund

The Centre City Capital Projects Fund is used to account for expenditures related to redevelopment
activities in the Centre Cily Project Area, with the use of such funding sources as tax increment, bond
proceeds, developer contributions and participation revenue from the City. The fund balance at June 30,
2009 amounted to $185,192 which is a decrease of $12,272 or about 6% over the prior year, In the
current fiscal year. costs associated wilhthe purchase of land for development of parks totaled $13,651
In addition, costs related to the construction of the Park Boulevard at Harbor Drive Pedestrian Bridge
totaled $8,545. These expenditures were offset by revenue of $4,749 associated with reimbursements by
the City, from Development Impact Fees, for eligible land costs related to St. Josephs Park and by $2,901
in federal and state transponation grants awarded tathe Agency, through the City, for the construction of
the Park Boulevard at Harbor Drive Pedestrian Bridge project
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HIGHLIGHTS OF FISCAL YEAR 2009 REDEVELOPMENT ACTIVITIES
(In Thousands)

Barrio Logan Project Area

Completed the La Entrada Family Apartments Project, an affordable eighty-five (8S) unit multi·
family residential development.

Centrallmper!al Project Area
Completed construction of a 75,000 square-foot office and community meeting center at the
Village Center at Market Creek
Completed construction of the Navy Federal Credit Union and the 30,000 square-foot 24-Hour
Fitness Center at the Imperial Marketplace.
Compleled design and full funding for 62"" and imperial trolley and bus shelter improvements,
streetlights from 61~ to 69\h Street on Imperial Avenue, and obtained construction commitmenl
from Engineering and Capital Projects.

Centre City Project Area

Five (5) new markel-rate residential projects were built in the project area that consisted of 1,153
units.
Buill two (2) new affordable housing projects with Agency funds consisting of 411 total units of
whidl 407 are affordable.
Compteted a 1,190 room Hillon Convention Hotel near the Ballpark and Convention Center.
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Acquired two (2) parcels for the East Village Green Par\( and one parcel for the SI. Joseph's Park
lor a total of an additional .68 acres.
Completed demolition of three (3) Agency owned properties. The sites were demolished because
they were unreinforced masonry buildings and to eliminate loitering around empty buildings.
Completed construction of the Simon Levi Building sidewalk at Seventh & J Street located in the
Ballpark District of East Village
Completed seven (7) construcHon projects: the temporary Winter Shelter infrastructure
improvements, the Fifth Avenue and Martin Luther King Promenade lighted crosswalk, Ihe Fifth
and Market scramble modification, the Phase II Hller receptacle acquisition, the Gaslamp Quarter
newspaper corrals, the Historic Fetter House exterior improvements and the Little Iialy hanging
baskets and planters. The Fetter House received an award for historic preservation from Save
Our Heritage Organization and an award for excellence from the Historical Resources Board.

The Agency approved the Second Implementation Agreemenl with the Chelsea Investment
Corporation for the development of the Verbena Project. eighty (80) affordable rental units on
approximately 6.B-acres located at 3774 Beyer Boulevard. The residential renlal units shall be
made available for households earning 30% to 60% of the area median income.

Long-Term Debt

At June 30, 2009, the Agency long-term debt totaled $930}04. Of this amount. $27,430 is secured by
specified revenue sources (revenue bonds) and $534,537 is comprised of tax allocation bonds secured
by tax increment revenue. The remainder of the Agency's debt represents contracts payable, notes
payable, loans payable and accrued interest in loans and notes from the City_

City Heights Project Area

Worked with Affirmed Housing to disperse the final installment of Agency funds and record the
Release of Construction Covenants for the Auburn Park Apartments. The completed project
includes a tolal of sixty-nine (69) units. with sixty-seven (67) units restricted for low- and very-low
income residents.

REDEVELOPMENT AGENCY
OUTSTANDING DEBT

(In Thousands)

2009 2008

Crossroads Project Area

Agency entered into an Owner Participation Agreemenl with Village Green f\partments LLC (i.e..
Wakeland Housing) to provide aproximately $5,800 to acquire and rehabilitate a 94-unit
apartment complex in order to rent 10 households at or below 60% of lhe Area Median Income.

Mount Hope Project Area

Completed design and full funding for tI1e ML Hope Market Street Median and Streellight Project
and obtained construction commitment from Engineering & Capital Projects Department

Rewnue Bonds
Tax Allocation Bonds
Contracts Payable
Notes Payable
Pooled Financing Authority

Loans Payable
Loans Payable
Accrued Interest Payable

Total

$ 27,430
534,547

4.715
13.086

33,460
161.220
156.246

$ 930,704

$

$

28.390
548,643

2,615
13.962

34.115
151.859
145,294

924.c..~Z.?

North Bay Project Area

Completed The Veterans Village of San Diego, Phase II onsite improvements. The project
consisted of the constl1Jction of 112 transitional beds for previousiy homeless veterans, an
employment/medical center, and a recreational area

North Park Project Area

Completed construction of Iwenty-three (23) units of affordable rental housing for extremely low·
income tenants (including nine units designated as supportive housing units) at 3137 EI Cajon
Blvd.
Completed the purchase of the deteriorating North Park Inn located at 2625 University Avenue
renovations to transform the site into seventeen (17) residential apartments for graduates of the
Pathfinders "Sheller PIllS Care" recovery program for homeless men.

San Ysidro Project Area

The Agency completed construction of the Camino de la Plaza improvement project. The project
provided new sidewalks, curbs, landscaping, fencing, and street furniture along the north and
south side of Camino de la Plaza between Camiones Way and San Ysidro Boulevard
The Agency approved the First Implementalion Agreement with SYEP Associates LP. for the El
Pedregal Project, a forty-five (45) unit affordable housing project on approximately 2.2-acres
located at the northeast corner of West San Ysidro Boulevard and Averil Street. The residentiai
rental units shall be made available for households earning 30% to 60% of the area median
Income.
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The Agency drew $6,931 and $2,000 in loan proceeds from the San Diego National Bank lines of credit
for the Naval Training Center and North Park project areas respectively. In addition, the Agency received
$1,250 in loan proceeds from the California Housing Financing Agency for development of affordable
housing in the North Bay project area_ Also, a $400 City Loan repayment from Southcrest was re-ioaned
to the Gateway Center West project. Information on loans payable to the City, by project area, can be
found on page 116 of this report. Moreover, the Agency recognized the affordable housing component of
the obligation to Westem Pacific Housing, pursuant to a disposition and development agreement,
increasing Contracts Payable by $2,100

Total principal payments for long·term debt were $17,531. Of this amount, $15,056 was for outstanding
bonds, $876 for notes payable and $1,599 for loans payable. Additionally, there was a loan reduction of
$276 pursuant to an implementation agreement with a developer.

Additional information about the Agency's long-term debt C8n be found in the accompanying notes 10 the
financial statements (see Note 5 on page 55).

REQUESTS FOR INFORMAnON

This financial repon was designed to provide a general overview of the Agency's finances for all those
with an interest in the government's finances. Questions concerning any of lhe information provided in
this report or requests for additional financial information should be addressed to the Offfce of the City
Comptroller. 202 C Street, San Diego, CA 92101 or e-mailed to the City Comptroller at
c<1mrfl(,II.£rn'\'\IUji~;gf;.l';Q_\. This financial report Is also available on the City's website al
W)~'::w",saJ1(licgQ,gQY,under lhe Office- of the City Comptroiler department.
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RECONCiLIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTiViTIES
Year Ended June 36, 2669

(In Tnousa"d~)
~._._ G"ntreC;'L_
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100.293
7,72"
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Net charJge in fuM balances -- total governmen\al funds (page 37)

Governmental funds report capital outlays as expenditllres. However,
in the Statement of Activities the cost of those assets is allocaled over
their estimated useful lives and reported as depreciation expense
This is the amount by which Gapiial outlays exceeded depreciation in
the current period

The issuance of long-tBml debt (i.e bonds, leeses) provides current
financial resources [0 governmental funds, while the repayment of the
principel of 10i1g-term d<,bt consum<'s the current finllnciel resources
of governmental funds. Neither transaction, however, has any affeci
on net assets. Also, govermental funds report the effect of issuance
costs, premiums, discounts, end simiiar items when debt is first
issued, whereas these amounts are differed and amortized in the
Stetement of Activities, This emount is the net effect of these
differences in the treetment of long·\erm debt and related items

s 76,601

10,758

3,305

1?,055
:130200

5.""(;
BAg"

Some expenses reportBd in the Statemeni 01 Activities do not require
the use of currenl financiel resources (i,e, interest on long-term debt,
amortization of bond premiums and discounts), and therefore are not
eccrued as expenses in governmentel funds

Chenge in net assets of goven1mentaleC\ivilies (page 33)

(83,134).

7,530
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The accompanyiJl!l not~s am ah lnl"g'"1 part of Ine finahcial statements.

17,73' 9,571
108,259) 1<")

___.@.~ ~,~]L g.,"?!, .1~,_Bn__

__.lJ~ ~ ~~~~..i __7Bf.'l1

~~~~

..$ . ??,,?40 $ .. Ja~:9.2 3~!_ "L~

37 38





o



Scm G_",0_':Y,:,I,:,i] :'2?~ ~D2r::?.'L,::,,!' ::~,~?lY':~!.~,'2_Qi.'::8~ _ !\'~':::~::'}Lr,': ':T'__;:':_:'_,," ,_

Capital assets, when purchased or constructed, are recorded at historical cost or estimated historical
cos\. Donated capital assets are recorded at the estimated fair value on the date of donation
Depreciation of capital assets is computed using the straight"line method over the estimated useful
life of the asset as follows:

Q.§ferred Charges

In the government-wide financial statements. deferred charges represent the unamortized portion of
bond issuance costs. These costs will be amortized over the life of the related bonds using a method
which approximates the effeclive yield method.

.Equity in PQQj~J:LCash and Investments

Tile Agency's Pooled Cash and Investments are part of tile City's Pooled Cash and Investments. Tile
City's cash resources are combined to form a cash and investment pool managed by the City
Treasurer (Ule City Pool). The City Poot is not registered as an investment company with the
Securities and Exchange Commission (SEC) nor is it a 2a7-·like pool. The investment activities of the
Treasurer in managing the Pool are governed by California Government Code § 53601 and the City's
Investment Policy which is reviewed by the Investment Advisory Committee and approved annually
by lhe 'City Council. Interest earned on pooled investments is allocated to participating funds and
entities based upon their average daily cash balance during the allocation month. Fair value
adjustments to the Pool are recorded annually: City Treasurer reports fair values on a monthly basis.
The value of the shares in the Pool is equal to the fair value of the Pool.

Additionally. the Agency maintains individual accounts pursuant to bond issuances. The investment of
these funds is governed by the policies set forth in individual indenture and trustee agreements.

~sets

Structures and Improvements

Equipment

__~..._..~2~
20-50

3-25

All City investments are reported at fair value in accordance with the GASB 31, Accounting and
Financial Reporting for Certain Investments and Externellnvestment Pools. Deposit and investment
risks are disclosed in Note 3 of the notes to the financial statements in accordance with GASB 40,
Deposit and Investment Risk Disclosures. GASB 40 was implemented to communicate deposit and
investment risks to financial statement users. Common risk disclos\lres include interest rate risk.
credit risk. concentration of credit risk, and foreign currency risk. Note 3 also contains additional
infomlalion on permissible investments per the City's Investment Policy and other policies applicable
10 the cash and investments reported herein.

I IntBrfund Transactions

Interfund transactlons between Ihe Agency's governmental funds are mostly tranSfers of assets (such
as cash or goods) without equivalent flows of assets in return.

Tax increment revenue not intended for low and moderate income housing or for tax sharing
payments is originally deposited in Debt Service Funds, As expenditures are incurred in the Capital
Projects Funds, cash is transferred from the Debt Service Funds to cover the expenditures

h Capital Assets

9 land Held for Resale

land Held for Resale. purchased by the Agency, is reported in the government-wide and fund
financial slatemenls at the lower of cost or nel realizable value. In the governmental fund financial
stalements, fund balances are reserved in an amount equal 10 the carrying value of land held for
resale because such assels are not available to finance the Agency's current operations.

Land is originally recorded at historical cost and fJdjusted to net realizable value when the Agency
enters into disposition and development agreements Wllereby the property will be sold for less than
its historical cost, when a property is impaired or when property values decrease due to market
conditions.

Non-depreciable capitfll assets, which include land and construction in progress, are reported in the
government-wide financial statements. Depreciable capital assets, which include structures,
improvements and equipment are reported in the government·wide linancial statements net of
accumulated depreciation. To meet the criteria for capitalization, the asset must have a useful life in
excess of one year and in the case of capital outlay, must equal or exceed a capitalization threshold
of $5. All other capital assets such as land and structures are capitalized regardless of cost
Subsequent improvements are capitalized to the extent that they extend the initial estimated useful
life of the capitalized asset or improve lhe efficiency or capacity of that asse\. Costs for routine
maintenance are expensed as incurred. Cosls related to development of City infrastructure are not
capitalized because these asseis are maintained by the City and not the Agency, In cases where the
Agency purchases land or struciures for development of City infrastructure, acquisition and
improvement cosls are capitalized and reported as Agency capital assets until they are conveyed to
the City. once the project is completed losses on the retirement of assets conveyed to the City are
reflected in the Statement of Activities.

Housing Bond Proceeds are recorded in the low and Moderate Income Housing Funds while
Redevelopment Bond Proceeds are recorded in the Capital Projects Funds. These proceeds are
typically expended in the funds where they are recorded. However, they are sometimes transfelTed to
the Debt Service Funds to satisfy a debt obligation to the City or a Developer.

k. 12.11g Term liabilities

In the government-wide financial statements, long·terrn debt and other long-term obligations are
reported as liabilities in the Statement of Net Assets. Bond premiums and discounts, bond issuance
costs and bond refunding gains and losses are amor1ized over the life of the bonds, using a method
that approximates the effective yield method. Net bonds payable reflect amortized bond accretion
and un-amortized bond discounts, prem'lums and refunding gains and losses

Sundry Trust Liabilities

Under approval of certain agreements, developers submit io the Agency an initial deposit to ensure
Ihe developer proceeds diligently and in good faith to negotiate and perform all of the obligations
under the agreement. These deposits can normally be used for administrative costs of the Agency. In
the government-wide financial statements and In the fund financial statements, the unspent portion of
these deposits, called Sundry Trust Liabilities, are reported as liabilities of the Agency.

m Claims and Judgments

The costs of claims and judgments are accrued when incurred and measurable in the government·
wide financial statements. In govemmental funds, the costs of claims and judgments are recorded as
expenditures when payments are made.
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n. Net Assets and Fund~

In the government,wide financial statements, net assets are categorized as follows:

Invested in Capital Assets. Net of Related Deb! consistS of capital assets, net of accumulated
depreciation, and reduced by outstanding debt aUributed to the acquisition of these assets

Restricted Net Assets consist of assets, net of any related liabilities, which have had restrictions
imposed on them by external creditors, grantors, contributors, or laws or regulations of other
governments or law through constitutional provisions or enabling legislation. When both restricted
and unrestric1:ed resources are available for use, it is the Agency's policy to use restricted
resources first and then unrestricted resollrces, as they are needed.

Unrestricted Net Assets consist of net assets that do not meet the definition of Invested in Capital
Assets, Net of Related Debt or Restricted Net Assets.

In the tund financial statements, portions of fund equity of governmental funds have been reserved for
specific purposes. Reservations were created to either (1) satisfy legal covenants that require a
portion of Ihe fund balance to be segregated or (2) idenlify the portion of the fund balance that is not
appropriable for future expenditures.

Designaled fund balance represents that portion of fund equity for which the Agency has made
tentative plans.

Undesignated nmd balance represenls that portion of fund equity which is available for appropriation
in future periods.

recognized but is sllbject to adjustments upon final sales of all 45 affordable units and computation of
any necessary adjustments pursuant to the DDI\.

The Redevelopment Agency has entered into various agreements with the San Diego Housing
Commission (SDHC) for the administration of programs that benefit, very low, low and moderate
income persons and families in various redevelopment project areas.

The Housing Enhancement Loan Program finances up to $25 for property rehabilitation and
enhancement and an additional $5 (subject to an annual simple interest rate of 3%) for water
conserving landscape improvemenls and/or energy conserving improvements to eligible
homeowners_ The total amount of the loan and accrued inlerest is forgiven in 20%
increments and forgiven over a ten year period upon participant's compliance with the terms
and conditions of the loan agreement.

The Housing Rehabilitation Loan Program finances interior and exterior improvements and
health and safety hazards have a ten year deed restriction, while the exterior enhancement
loans have a five year deed restriction. These loans reqllire that the owner maintain
residence in the property for alleast the agreed number of years, or restricts sale of property.
Loans are forgivable after the agreed term

The DowntolNn First Time Home Buyer program provides 30-year, zero-interest second trust
deed loans of up to $75 to eligible low and moderate income persons and families for
purchase of eligible units within the Project Areas_ Level monthly principal payments
commence in year six. All loan proceeds, including the Agency's share of appreciation, must
be deposited in the Low and Moderate Income Housing Set-Aside fund and SDHC is to use
these funds for new loans.

o Estimates

The preparation of financial statements in conformity with GAAF' requires management to make
estimates and assump\lons that affect the reponed amount of certain assets and liabililies, disclosure
of contingent assets and liabilities, and the related reported amounts of revenues and expenses.
Actual results could differ from those estimates, Management believes that the estimates are
reasonable

Agency contributions to these programs are expensed at the government-wide and fund financial
statements at the time the cash is transferred to lhe SDHC. Revenue generated by the programs are
not recognized by the Agency due to the facl that they are intended to be used to finance additionai
loans within the programs and are not available to fund other activities. Should the Agency decide to
tenninale these agreements. revenue would be recognized at the time cash balances in the various
programs are returned to the Agency.

p. 6greements

On March 30, 2004 the Agency entered into a Development and Disposition Agreement (DDA) with
Western Pacific Housing for a condominium development project in the North Park Redevelopment
Project Area_ Under the agreement. the Agency promised to pay the maximum aggregate principal
amount of $3,000 of which $2,100 represents the Affordability Component of the Agency Payment
Obligation, and $900 represents the Public Improvement Component. The Affordability Componentis
subject to an adjustment based on the actual project sales revenue proceeds received by Western
Pacific I-lousing. This adjustment amount cannot be computed untii all 45 affordable units are sold.
The principal amount outstanding bears simple interest at a rate equal to 5% per annum. Solely for
the purposes of calculating llw amount of interest payable, Western Pacific Housing shall be deemed
to have paid an amount equal to 25% of the Agency's Payment Obligation as of the date which is 195
days after closing of escrow, 50% as of tile date which is 390 days after closing of escrow, 75% as of
the dale which is 585 days after closing of escrow, and 100% at the completion dale, which is the
date on which the release of construction covenants under the agreement have been recorded in tile
official records of the San Diego County. For purposes of calculating the amount of interest payable,
Ihe principal amounts stated above will be reduced by a 10% per annum applied on a pro rata basis
for the period of time Western Pacific Housing is not in compliance with the schedule of performance
dates stated in the agreement for commencement and completion of construclion. All payments shall
be made from the site-generated property tax increment. To dale, the $900 representing the Public
Improvement Component of the Agency Payment Obligation has been recognized as a liability. The
$2,100 represenling the Affordability Component of the Agency Payment Obligation has also been

45

q Tax Increment Sharing Payments

Prior to the adoption of Section 33607,5 of the Redevelopment Law. a redevelopment agency was
authorized to enter into an agreement to pay tax increment revenues to any taxing agency Ihat had
territory located within a redevelopment project area in an alnount which, in the Agency's
determination, was appropriate to alleviate any financial burden or detriment caused by the
redevelopment project. These agreements nom,ally provided for a pass-through of tax lnerement
revenues directly to the affected taxing agency. and, therefore, are commonly referred to as "pass
through agreements"

Section 33607.5 of the Redevelopment Law repealed the provisions that enabled pass-through
agreements, although existing pass-through agreements remain in place. Section 33607.5 replaces
the paymenls from new pass-through agreements with a statutory tax increment sharing fonnula for
all redevelopment project areas established on or after January 1, 1994 and requires statutory pass
through payments ("Statutory Pass-through Payments") to all existing laxing entities.

Section 33607.7 was subsequently added to the Redevelopment Law to provide for Statutory Pass"
through Payments to affected taxing enlities that do not have existing tax sharing agreements. If a
redevelopment plan adopted prior to January 1, 1994 is amended to eliminate its time limit on the
establishing of loans, advances and indebtedness, the amounts of Statutory Pass·lhrough Paymenls
under section 33607.5 are compuled as follows
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From the first fiscal year in which the Agency receives tax increment until the last fiscal year
in which the Agency receives the tax increment. 25% of the tax increments are passed
through to the entities (net of the 20% housing set aside).

Commencing in the eleventh year, an additional 21% of the tax increment in excess of the
tenth year tax increment is passed 11lrolJgh to the entities (net of the 20% housing set aside)

Commencing in the thirty first year, an additional 14% of the tax increment in excess of the
thirtieth year tax increment is passed through to the entities (net of the 20% housing set
aside)

2. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS (In Thousands)

The Governmental Funds Balance Sheet includes a reconciliation between Total Fund Equity
Governmental Funds and Total Net A'>Sets - Governmental Activilies as reported in the Government-wide
Statement of Net Assets. Certain adjustments are necessary to reconcile governmental funds to
governmental activities. The details of these adjustments are as follows.

a, Explanation of cerlain differences between the Governmental Funds Balance Sheet and the
Government"wide Statement of Net Assets'

An element of the reconciliation states, "Deferred Charges reported in governmental activities are not
tinancial resources, and therefore, are not reported in the funds," The details of this $9,709 difference
are as follows

The Agency records liabilities and expenditures related to lax sharing payments based on the criteria
established by GASB 33, The Agency defines the applicable period for recognition as the fiscal year
in which tax increment sharing payments are appropriated. Instances in which tax sharing payments
are not made in the year they are appropriated result in a liability and expenditure to the Agency for
that year, regardless of the timing of cash flows

New Governmental Accounting Standar,G,i Implemented during Fiscal Y?1tf-.!tD.ged J_lli1£.Ml.>-f_009

The requirements for the following accounting stRndards are effective for the purpose of
implernentation, for the Agency, for fiscal year ended June 30, 2009

Deferred Charges, net July 1,2008
Issuance Costs
Amortization Expense

Net adjustment to increase Total Fund Balances ~ GOIRmmental Funds to
arrioe at Total Net Assets of Gowmmental Activities

$

$

10.270
24

(585j

9,709

Explanation of cel1ain differences between the Governmental Funds Statement of Revenues,
Expendllures, and Changes in Fund Balances and the Government-wide Staternent of Activities:

Another eiement of the reconciliation slates that "Some liabilities are not due and payable in the
current period and therefore are not reported in the funds," The details of Ihis $ (1,033,290)
difference are as follows:

in November 2006, GASB issued StRlement No. 49. Accounting and Financial Reporting for Pollution
Remediation Obligations_ which addresses accoullilng and financial reporting standards for poilution
(including contamination) remediation obligations, which are obligations to address the current or
potential detrimental effecls of exisling pollution by participating in pollution remediation activities
such as site assessments and clean ups. The Statement generally requires the government to
estimate the components of expected pollution remediation outlays and determine whether outlays for
those components should be accnled as a liability or, if appropriate, capitalized when goods and
services are acquired. This would only be required if anyone of five obligating events has occurred
if deemed appropriate, the liability will be accrued in the government_wide financial statements and
included in Note 11 Contingencies. As of June 30, 2009, the Agency does not have any pollution
remediation obligations.

In November 2007, GASB issued Statement No, 52, i.and and Other Reai Estaie fleid as
Investments by Endowments, which requires endowments to report their land and other real estate
investments at fair value, Governments are also required to report changes in fair value as
investment income. As of June 30, 2009 the Agency does not have any endowments.

In March 2009, GASB issued Statement No, 55, The Hierarchy of Generally Accepted Accounling
Principies for State and Local Governments. The objective of this Statement is to identify the sources
of accounting principles and the framework for selecting fhe principles used in the preparation of the
financial statements. The GAAP hierarchy was previously induded in the auditing standards of the
American Institute of Certified Public Accountants (AiCPA), This Statement improves financial
reporting by contributing to the GASB's efforts to codify all GAAP for state and local governments so
that !hey derive from a single source

b

Liability Ciaims

Bonds Payable

Pooled Financing Loans

Net Premiums and Discounts on Bond and Loan Issuances

Unamortized loss on Refunding

Contracts Payable

Notes Payable

Loans Payable

Accreted Interest Payable on Bonds

Accrued Interest Payable on long Term Debt

Accrued Interest Payable on City loans and Notes

Net adjustment to decrease Total Fund Balances ~ Governmental Funds to
arrive at Total Net Assets of Governmental Activities

$ (70,560)

(561,977)

(33,460)

(6,097)

914

(4,715)

(13,086)

(161,220)

(14,632)

(12,161)

_____J1Q~\?.~§l

$ (1,033,290)_

In March 2009, GASB issued Statement No. 56, Codification of Accounting and Financial Reporting
Guidance Contained in the AtCPA Statement on Auditing S/andalds. The objective of lhis Statement
is to incorporate in the GASB authorilative literature certain accounting and financial reporting
guidance presented in the AICPA Statements on Auditing Standards. The three issues addressed
are related party transactions, going concern consideration, and subsequent events, This Statement
does not establish new accounting standards but rather incorporates existing guidance into the GASB
standards

47

The Governmental Funds Staternent of Revenues, Expenditures, and Changes in Fund Balances
includes reconciliation between Net Change in Fund Balances - Tolal Governmental Funds and
Changes in Ne! Assets of Governmental Activities as reported in the Governrnent-wide Statement of
Activities. One element of thai reconciliation explains tha!. "Governmental funds report capilal outlays
as expenditures. However. in the Statement of Activities the cost of those assets is allocated over
their estimated useful lives and reported as depreciation expense." The details of this $10,758
difference are as follows:

48
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3. CASH AND INVESTMENTS (In Thousands)

The following is a summary of the carrying amount of llle Agency's cash and investments:
Capital outlay
Depreciation expense

Capital Assets reclassified as Fund Assets

Net adjustment to increase Net Changes in Fund Balances 

GO\oemrnental Funds to arrive at Changes in Net Assets of
Governmental Activities

$

$

13.651

(1,772)

(1,121)

10,758
Cash or Equily in Pooled Cash and Investments
Cash and lnV<1stmel1ts with Fiscal Agent
lnV<1stments at Fair Value

GOV<1IDmental
flctivtties

539.984

82.762
97,222

f\nother element of the reconciliation states that "The issuance of long-term debt provides current
financial resources to governmental funds, while the repayment Of thB principal consumes the current
financial resources of governmental funds. Neililer transaction, however, has any effect on net
assets. Also, governmental funds report the effect of issuance costs, premiums, discounts, and
similar items when debt is first issued, whereas these amounls are deferred and amortized in the
statement of acHvilies." The details of this $:~.305 difference are as fonows:

Investments at Fair Value

Investment Policy

Cash and Investments with Fiscal Ment

"119.968Tolal

Cash or Eguityin Pooled C§.§!l§.!ld Inveslments

The Agency participates in the City's Pooled Cash and Investments. Cash or Equity in Pooled Casll
and Investments represents petty cash, cash al the bank in demand Pool deposit and/or savings
accounts, and cash in escrow for contract retention payables. Furthermore, it represents equity in
pooled cash and investments. The Agency daBS not own identifiable investment securities of the
Pool; rather, it participates as a shareholder of the Pool. It does however, own identifiable
invBstmBnts which are not part of the Pool and are managed by the City Tmasurer.

Investments at Fair Value represent investments managed by the City Treasurer which are not part of
Ihe City's Pooled Cash and Investments.

Cash and Investments with Fiscal Agents represents cash and investments held by fiscal agenls
msulting from bond issuances. More specifically, these funds represent reserves held by fiscal agents
or tnlsfees as legally required by bond issuancBs and liquid investments held by fiscal agents or
trustees which are used fa pay debt service.

b

d

,

,
276

960
14,096

655
944
876

$ 24
(1,845)

(10,581)

(2,100)

_._~---,=}~

Debt Issued or Incurred
Bond and Loan Issuance Costs
Net Accrefion Of! Capital Appreciation Bonds
loans Payable
Contracts Payab~

Principal Repayments·
Revenue Bonds
Tax A~ocation Bonds
Pooled Financing Authority Loans Payable
loans Payable
Notes Payable

other Changes in Long Term Debt
Loan Payable Modificaton (See Note 5·c)

Net adjustment 10 increase Net Changes in FlHld Balances - Total
Governmental Funds to arrive at Chanqes in Net Assets of
Governmental Activities

Another element of the reconciliation states that "Some expenses reported in the Statemenf of
Activities do not require the use of Cllrrent financial resources, and therefore are not accrued as
expenses in governmental funds" The details of U,is $(83,134) difference are as follows

Change in Liability Claims

Change in Accrued Interest on Long-Term Debt
Change in Accrued Interest on City Note and loans
Amortization of Bond Issuance Costs

Amortization of Bond Premiums, Discounts and Deferred Charges on
Refunding

Net adjustment to decrease Net Changes in Ftllld Balances - Total

GO\emmental Funds to arrive al Changes in Net Assets of
GO\emmental Activities

S (70,560)
(1,131)

(10,952)
(585)

94

$ (83,134)

City of San Diego lnvestment Policy

In accordance with City Charter Section 45 and under authority annually approved by the City
Council, the City Treasurer is responsible for the safBkeeping and invBstment of the unexpended
cash in Ihe City Treasury according 10 the City's Investment Policy (the "Policy'} This Policy applies
to all of the investment activities of the City except for the pension trusl funds, lhe proceeds of certain
debt issues, which are managed and invested at lhe direction of the City Treasurer in accordance
with the applicable indenture or by Trustees appointed under indenture agreements or by fiscal
agenls, and the assels of trust funds, which are placed in the cllstody of the Funds Commission by
Council ordinance

City staff reviews the Policy annually and may make revisions based upon changes to the California
Government Code and the investment environment. These suggested revisions are presented to the
Investment Advisory Committee (lAC) for review and comments. The lAC consists of two City
representatives and three outside financial professionals with market and portfolio expertise not
working for the City of San Diego The City Council reviews the Policy and considers approval on an
annuai basis.

40

The lAC evaluates the horizon returns, risk parameters, security selection, and market assumptions
the Cily's investment staff is using when explaining the Cily's inveslment returns. The lAC also meets
semi-annually to review the previous two quarters' investment returns and make recommendalions to
the City Treasurer on proposals presented to the lAC by the Treasure(s slaff
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Other Investment Policies

Interest Rate Risk

FaiTVal"e
Matu,ity in Y"ars

_y1i~!,r t 1·3 3--<> O"er 5

The core portfolio uses the Merrill lynch 1-3 years Treasury Index as a benchmark with a duration of
plus or minus 20% of tile duration of that benchmark. It consists of high quality liquid sec\lrities with a
maximum maturity of 5 years and is structured to meet the longer· term cash needs of the City
Information about the sensitivity of the fair value of the Agency's investments to market interest rate
fluctuations is presented in tile table below

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. Market or interest~rate risk for the City's pooled investments is intended to be mitigated
by establishing two portfolios, <l liquidity portfolio and a core portfolio. Target durations are based
upon the expected short and long-term cash needs of the Cily. The liquidity portfolio is structured with
an adequate mix of highly liquid securities and maturities to meet major cash outflow requirements for
at least six months (per CGC Section 53646) The liquidity portfolio uses the Merrill lynch 3-6
months Treasury Index as a benchmark with duraHon of plus or minus 40% of the duration of that
benchmark

The City and its component units, including the Agency, have funds invested in accordance wlth
various bond indenture and trustee agreements.. The investment of these bond issuances is in
accordance wilh the Permilted Investments section and applicable account restrictions outlined in the
Indenture of each bond issuance. The Permitted Investments section in each Indenture will vary
based upon the maturity, cash flow demands and reserve requirements associated wlth each
issuance. In general, the Permitted Investments seclion of each Indenture will closely resemble the
City Treasurer's Investment Policy, but may include certain investment options not authorized by
applicable law for the City Treasurer's Inveslment Policy (CGC §53601). Copies of the individual
bond indentures can be requested from the Cily Treasurer's Investment Division, 1200 3rd Avenue,
Suite 1624, San Diego, CA 92101.
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According to the Policy, the City may enter into repurchase and reverse repurchase agreements only
with primary dealers of the Federai Reserve Bank of New York with which the City has entered into a
master repurchase agreement.

The Policy is governed by the California Government Code (CGC), Sections 53600 et seq. The
tollowing table presents the authorized investments, requirements, and restrictions per the CGC and
the City Policy

us Treasury Bills 88.041
US Treasury Notes & Bonds 2,089

US Agency Di"count Not,," -r,on
Subtolal-Non-P""ledl"""slm~~ts 97.BL ~~~ ~~

Additionally, the Policy authorizes investment in other specific types of securities, The City may
invest in floaling rate notes with coupon resets based upon a single fixed income index (which would
be representative of an eligible investment), provided that security is not leveraged. Structured notes
issued by US. government agencies that contain imbedded calls or options are authorized as long as
those securities are not inverse floaters, range notes, or interest only strips derived from a pool of
mortgages A maximum of 8% of the "cost value" of the pooled portfoliO may be invested in
structured notes

Cash or Equity i"

lJIyJ':R9:I!J~~lJ__<Un\\'~tmrnt~.:

N{)n-Pool,,<I i"'eslJ:J:llmlL."0Jh
CJty TreASure'

539.98<1 539,984

88,041

2,089
1,092--'072n

lflw,l'Imll[lt~.Y!itl:L£i~B1LA.\I"lltIn fiscal year 2009, the City invested $15 million as part of the Certincate of Deposit Accounf Registry
Service (CDARS). The CDARS investment was deposited with two institutions, $5 million with
Neighborhood National Bank and $10 million with First Business Bank. Under the City Treasurer's
Investment Policy, this type of investment is subject to a 1% limit of total portfolio value for the City's
pooled investmenis. The CDARS Investment program is permissibte per Ihe California Government
Code (CGC), Section 53601.8, and Is subject to a 30% limit of total portfolio value.

Ineligible investments prohibited from use in the portfolio include, but are not limited to. common
stocks and long-term corporate noteslbonds. A copy of the investment Policy can be requested from
tile City Treasurer, 1200 3rd Avenue, Suite 1624, San Diego, CA 92101

us Treasury Bills
US Tre~sury Noles & Bonds

US Ag"ncy Notes & Bon<ls
Money M~rket Mutual Fu"ds

Sublolal - Inwslmenls
wilh Fiscal Agenl

Totat In'-'=3tme~ts or Cash
in Cily Pooled Cash

23.595
e,eN
1,4G7

___'"_·iLl.!~.

82.,752

~~~_~17S.ge~ S 539.984

23$96
8,J39~

1,461
~8,S(l5",

B2.,762

$ ,._-~'"-~

1As of June 30, 2009. 111e Cily Pooled Cash and Im~slrn~~I"weighted avemge maturity wag 51 128 d~ys

51 52
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4. CAPITAL ASSETS (In Thousands)

Credh. Risk
Capital asset activity for the year ended June 30, 2009, was as follows

Generally, credit risk is the risk that an issuer of an investment will not fulfill ils obligation to the holder
of the investment This is measured by the assignment of a rating by a nationally recognized
statistical rating organizalion. At June 30. 2009, the Agency's investments and conesponding credit
ratings are as follows:

Moody's Rati",L -~- F"irV"lue P~rc.."ta<l"

Not Paled Nol Rated , 5311.984 1l1O,OO%

"""",pi 8a,041 90,56%
E'eF~j 1.0811 7..15%

NIl',

BeginniFlg
Balance

Ending
Increases Decreases ~~B?lanca.."

(3,630) {1,744) (5.374)

~~~_JI.?_~..._.~.~~~~~.~... {lSi}

~~Jid~lL (1 772) (6,125)

_~~!?t:l,.:!J~. .. ..J:.2~1. ~~--.-::_,.... 64,426

:; l1D,S07 S 13,651 _~._-.ilJ,;"1J. $ 123437

110,907 13,651 __.._ ..~Q.,.!.S1l ~:!,;>l ..

5 177,105 $ 11,B79 $ (1,121) $ 187,863

69,732 68.732

,~l'!.. 819

_~~"O.";,,,~ .~~?g.,551

Total Derf~c;ableCanital Assels, N6t

Govemm~ntalActivilies
Capital Assets, Net

Gov.. rnm..ntal Activities:
Non,Dep'"c;able Cap;tal Assets

Land

Total Non-Depmdable Capital A%ets

Depmc;ahle Capital Assets

Slructures and Imp,ove",ents
Equipm~n!

Total Depreciable Capital Assets

Less Accumulated Depmcial!on lor

Structures and ImpfOv"",ents

E"Wipment

Total Acc"mulated Depreciation

28.51%
10,75%

1.77%
5B,97%

-ioii(io.y~'

23.596
B,894

1,061

E""mpl
e""rr"t

NIl,
WA",

E""mpl

US Aq~nci~s· F~d"ml Najion~1 Mort9"!N !\!;socia!;o"
Suotcl"1 - Non-Pooled ;nves\m~"ts

Money Market Mutual Funds
Subtotal· Oilier Investments

';;'~lLO.LJ;,qMi1y.jn

~9..°_~.i;:E~IU'.!I:lY"sl!lli!!:!1.~

Nor>-Poolaj Inves\"1'Jnlli.v"\!!l
Q!!YJllJ.~~'

Tolal Cash and tm..'"t"",,,t" so 719.9G~
D.,pred"~n" ~'f>"'FlSe was cha'ge<1 to 1I1B Neigborl1oml Seruces Do""m"",nt~1aci;,;\ies lunclion in u,~ ~mQ,"'1 or S 1,772

'NIA"· S~~ -"'00 no' '00"'''''. Moo","', ""'"q o,,,j",~

'No> ,\,,,;1,,,1><,,, .~Ioo"",,,·, co,,,;, "0".'" ,; Ieo' """>. j ..I''''"i' c"o,""" ""," HO '''''''I'
'E"""pr'· p.'G.~~~ ",C. l)5 T",",;;tv 01"",·"',",~,"M CO"",''' 0'0010"" or",," """lI',

g. Concentration of Credit Risk

Concentration of credit risk is the risk of ioss attribuled to the relative size of an investment in a single
issuer- Investments issued expiicilly guaranteed by the U.S. government and investments in mutual
funds, external investment pools, and otller pooled investments are exempt. At June 30, 2009, more
than 5% of the Agency's investments are with the Federal National Mortgage Association.

In the current fiscal year, land purchases for the development of palKs in the Centre City Project Area
resulted in an increase in Ihe Agency's capital assets of $13,651. land purchases and related costs of
$8,742 were related to the development of the East Village Green Park site and $4,909 for the
development of Saint Joseph's Park. These additions were offset by a decrease of $1,121 in land related
to the Skateworld property in the Linda Vista Project Area resulting from the reclassification of land from
capRal assets to land held for resale. The property was reClassified due to the fact that the Agency intends
to seilihe property and will no longer continue to iease it.

h. ,Q.g§todjf!,I CredjLRJ.§k

At June 30, 2009> all of the Agency's cash and investments were part of the City's Pool, held by fiscal
agents or invested by the City Treasurer outside of the City Pool. None of the Agency's cash and
investments are uninsured and unregistered, with securities held by a counterparty, or by its trust
department or agent but not in the Agency's nome.
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5. GOVERNMENTAL ACTIVlTIES LONG-TERM DEBT (In Thousands)

Long-Term Liabilities

Governmental activities long-term debt consists of revenue bonds, tax allocation bonds, contracts
payable, notes payable. and loans payable. A summary of these obligations as recorded in the
government·wide Statement of Net Assels as of June 30, 2009, is as follows

!\lbt.,,",onBOM'

Fisoal Yeo, B,lanoe
Int.'es! M"~"ity Ongln"! O"lS!;>~ding

--B.!'"~L" ~""p"-!.~~_... __.8..'!!.?.!!!!L- June 30. 2GOS

'.5--6.125' 20:18 7.145 5.045

4.75-5.0 '00' 5,36Q 5,360

3.5_5.:15' :1030 lO':;8D ,,3,4,0

2.26--<.5e' 2011 8,855 3,035

2.2&6.18' 2030 27,785 25,0~5

2.2&6.23' :1030 3,905 3,035

4,2('_5.25' 2033 76,225 75,020.

5.GNi2 2032 33,76Q 3:1,880

o..o»1-B.3' 2021 ~~~~W~,S!!2

I)DG,g36 ~~?3~c'!.7:L

__EL~~,g.~. _ %1,977

Variablo' 1.6~ 15%

\j"ri~tJ.' \'7 117

5.0U ~ 3,000

---~~~~~~

5.0 2m2 5.115 2.506

" 2{125 2.1OG 2.100

8.0 2025 '" ,"0

8.0 ___~ __~,3QO

~~~~1~.G86

"-B.G5' 2080 14,865 14.530

5.95--6.37' 2D21 3.110 2,175

4_6.65' 2iJ33 ~~1L.Q.'!2". •••• 1~,155

..____~~,§E.i.. ~4lia

I""
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SOl"h~'~st Ro,,",,,lor'~ent Poojod

lo"" P.y"bl. "",.<1 ",,'e. <Qi)7

l'otorc,,"I'o"!>hyoHe

Total No\~. f'.\'~~~

1'01"11# Albc",b<, i'kn!.<;

T~l"1 80nds P.y.bl~

da'ed FobnJo,y 2llQ6
C;'y D'S'" Diogo

dat<>oApri',-'()02
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R~d<>""bp",~~tP'0i"'" h, Moc.1>on 50,-,0,

n...d M.y 2005

f10rth Pork R'.d.",lopmoni P"'j"C' T>x )lll"",,,",oo 60 '"

SeFi~s 2003 A

f9!t\r~M~.~!~;

Cn"'",c' P3f"bl~,~ SnSlJ F"u"""h",,

dalM f'",oomh., '99'

A.m.ndmo~t to C""".c1 P~j~'M \Q SOS\I hun"'I'''"

d,ledJ'''''"rt '9%
We,,,,,,, Pa~~'~ H",,"k'i;

Tvpe ofOl>II~.~on

Fisoal Vear Balanoe
Inte..", M~turi!l' Original OUN!"ndlng

._.Rat.. ~~.£!'!!!_ ">!!!ne30~

70.500

4.5--6.4%' "026 , 12,1(15 9,Boo

3,1~5:;' ::mn ~~..E2li _.~~_112ZQ.

~?£ .~ ..~"_nc1?:2.

78,Q.75' <014 1,.no '00
4.4·6.0' 2020 1,2fJG ,~

3.8·6.0' 201B 12,97C 6,355

3.0-5.'25' 2010 25,680 &200

B.2o.' WH 1',36Q 11.360

3.1_1. 70' 2020. 13.610 11,705

'.6-·5/ <02S 5.690 5,000

5.75--6.•' ;(J2~ 10.141 8,ge2

".lM.6 WOO 6.100 .,310

3.95-6,35' 2025 21.390 13,190

~.15-5.87~ 2022 15,025 13,110

4.25_5.875 2031 13,000 11,20-0

4.;·5.9 203' 7,000 6,035

4.m-S~5' ?D?7 %A2~ 55,795

5.0' 202: 3,055 ~',055

2.5,5.0' 2029 31,000 11,900

5.B'/5-£.5' 203~ 4,955 4,955

2.5-4.25' 2010 WO 410

4.£0.-6.1' W"' 8,325 ~,8;S

3.25-6A5' 2022 4,580 4,300

3.49-1,74 202; 8.000 6,565
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c -C-blipges in,J,.Q..QQ;,Term Liabilities d, Defeasance and Redemption of Debt

The following is a summary of changes in governmental activities long-term liabilities for the year
ended June 30, 2009. The effect of bond accretion, bond premiums. discounts, and deferred amounts
on bond refunds are amorUlcd as adjustments to long-teml liabilities.

As of June 30, 2009, principal amounts payable from escrow funds established for defeased bonds
are as folloW's:

The Agency drew $6.931 and $2,000 in loan proceeds from the San Diego National Bank lines of
credit for the Naval Training Center and North Park project areas respectively. In addition, the Agency
received $1,250 from the California Housing Financing Agency for development of affordable housing
in the North Bay project area, Also, a $400 City Loan repayment from SOllthcrest was re"loaned 10
the Gateway Center West project area, Moreover, tl10 Agency recognized the affordable housing
component of the obligation to Weslern Pacific Housing, pursual)j to a disposition and development
agreement. increasing Contracls Payable by $2.100. In addition. accrued interest on outstanding Cily
loans and notes increased by $10,709 and $1,068 respectively. These incre"ses were offset by
interest payments of $825

In the current fiscal year. the Agency entered into a third implementation agreement with Centerpoint,
I..LC which convel1ed the project from the sale of residential d..velling units to rental residential
dweiUng units. Due to the reduction in development costs, tlle amount of the loan was reduced from
$5,24510 $4,969, The corresponding liability has been reduced from the Statement of Net Assets.

In the current fiscal year. the Agency entered into a settlement agreement with the County of San
Diego (the "CounIY"i and Atomic Investments. Inc. reiated to a San Diego S\lperior Court Case
seeking to invalidate the Redevelopment Plan for the Grantville Redevelopment Project Area. The
settlement agreement resulted in an increase to liability claims of $70,560 (see note 10. page 65).

Governmental long-term piedged liabilities as of June 30, 2009 are comprised of the following'

In September 2006, GASB issued Statement No. 48, Sales and Pledges of Receivables and Future
Revenues and Inlra-Entity Transfers of Assets and Future Revenves, Governments sometimes
exchange an interest in their expected cash flows from collecting specific receivables or specific
future revenues for immediate cash payments"genera!ly. a single lump sum. The disclosures
pertaining to future revenues that have been pledged or sold are intended to provide financial
statement users with information about which revenues will be unavailable for other purposes and
how long they will continue to be so.

fisc,,1

Yea' Pledged Dab! PI~dged

Ma111<~Y RH"n,,~lo Princip~1 R"ven,,~

~ Pk!dged Rev.nue
~~- ~ ~ & l"f~rest Paid Rec~",~d

Pk!dged Net Oper"ti"" Revy""UP.!t.~.ill9l;,

Cenlre City Parking Revenue Bond_. Serbs 1999 A 2Q26 , 16,065 , 95/ , 953

Centre City Parking Rc"""ue f\1l,~js. Series 2DQ3 B 2027 ~ ___1·~.L ~
Tolal Pledged Nel Operating Revenue {pa<~ing) ~ ~~ _2,-,}~42_

Pk!dg~"-Jax Inoremolll Revenue:

Bonds

Oalew.!y Ce"l~' W~~l Rcd."""'p""'''l

Project TaxAIloc"~{)ll flornl•. Sc""es 19B5 ~DI~
, m , 145 ,

'"t"<Qu"t Hope R<0.""klp,,,,,nl P,oj«clla,

Aitocalion BOMS. Sef;es 1995 A 2D20 1,018 "' "'
HQrt~ll Plaza Red"velnf>1l1<'nl Pr~iecl Tax

Allocation R~il"'KI;"g 8ond~, Se.nes 1995 A 2016 '1.na U1(; 1,110

Centre City R"{!ewkmmelltT~, A!I<>c<l1;on

Bond,. Series 1999 A i01B ~~.~87 1,27S 1.209

Cer>tre City R~'<!~""I0!""""t Ta, M"c~lion

Bonds. Series 1SS@B 2DI4 13.154 '"" 3.083

Gem,,, CHy Re~e",iop'mlll h~ Alincation

Bor>d,. Sene' 1995C 202~ 17.17B 794 no
Cil;' Hoigills Rod"""bpmenl Tax Aliocal;on

8o~d$. Series t99S A 2{12S &,4Bf <'" m

City ""'\Into "NI"",lop"",,,t Ta. AlIo<:afton

!;lonas, Series 1999 B J029 31.130 ,n 543

Amount
_00standing

2,975

~__ 4,495

----~

Defeased Bonds

Central Imperial Redevelopment Project
rax Allocation Bonds. Series 2.000

Total Defeased Bonds Oulslanding

Soulhcrest Redevelopment Project
Tax Allocation Bonds, Series 2000

Long-Term Pledged Liabilitieso.

B.I.nco Salonee, r>u~W;th'o

JUI~'1,2[h~8 ~ 11""<loti00.,, Juo~ 30, 200G

IG,550

23,3[;[1 (960: 21 '30 9%

(88)

995

&48.U43 l1",C96j 534.547 ·9.D54

~

5,D98 (274) 5.824

~-----

~2,08-J

34,115 (5551 33.400 6$0

~

2,615 2.100 4.'115

13S52 {BID) 13,08B

151,359 10,581 (1.22D) 151,220 &.&51

14~,2B4 I1.!TI {82~; 10-$,246 ---
9G,9>J2 B7.Q93 (18,961; 1,D21,129 29,28(1
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2021 3,890 334 334

20n 29,'172 1,244 1.244

3,095
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3.475

2032 4.2/4 1,045 t.045

2Q2-S 2, lOG

2025 leo

2iY.J2 4,776 19a 199

2G06 3.571 132 132

2021 4,969

200~ ~,6ZG '"" OW

2()11 1,4m " "
2011 2,255 15~ 163

2011 7.748 5& 00

2011 11,051 01? 317
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2011 5,952 lc,n ""
2025 ~:g62

__--.-:L.Q10mL ~_ 46,301.. ~?_~!0:!.._

S 1,053637 0 48,766 ~

Pay~b;l' in other ;()d;oos of

F;,cat

Year

M.-l"';ty

~

Fisr.al

Yea' Pledged Debt Pledged
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Type of Pledged Reve""e Oat" _Matur!L & I"te,,,,t Paid Received---- Pooled Financing Authority L""n"

Centre City Redewlopnmnl Project Ta~
COn"""' Imp'''ia1 R"o~""k<P"\.ol P,('¥d

AIIoGa\io~ Bonds. Sedes LOOO A 2DZ5 '.215 '" 44~
Lo.n PayaNe d,.ed J""". 2007

Ce"lre City Rede""l"pment Project 'fax
Mount ~iQpc Re~c"'lopl"",~t Project

A~o~Hf,on 8~"d". Series 2000 B 2025 27.375 1,458 1,40$

Horlon Plaza R",de""lopment Pmject Tay
LMn Pay"bl~ d~l"d J"ne, 2007

!\~o~ation 80ods, Series 2000 2022 1B,BQ6 1,353 1,340 Soulhcre,1 R"de",lopme~j P'C);ecl

LQan Pavabi<' oat~d "Ul1e 2007
North Bay Reoawlop,,'~nl Projecl Ta'

ConlfactsAlloG"tinn 8ands, Series 2000 2031 19.804 Bg3 ~M

Norli. Park Re<!e.""loPfn~otf'roject hy Co,,~ac! Payable 10 SDSU f",,~d""M

daleo Dece,nbef 1991
A~o"afon Bonds, Series 2000 2031 10,676 He '" Am"nd"",n' In Conlmol Pay"o!>') In SDSIJ Found"I;;-,,,

COhtW City R~dG""I~pm"'\1 hY Alloc"1inn d~:e<l Janu~ry 1995
8onds, Series 2001 A 2027 1OS.1M 2,%7 2,4(3 Cor,traci Pay~ble 10 Wesler, PSCif," Hou,ing. lOG

Mounl Hopo Rode""kJpmenl f'fO}-,ct Tn,
Allocation B~nd$. S~ries 2002 A 2027 ".355 m 153 Notes

Ceni'O C'ty Red~""lopm6"t Prvjnn '1'a' NotE hya"'" tQ Pcice Ch"fitio£
Mocation Bonds. S~f~~S 2003 A 2029 21,107 3,971 3,885

da~dApril 2001
City Hoighls Redevdoprmnl Pmject T"x

Allocation 80Ms, Serie" 20()J A 2034 10,371 '" 316

City Heighls RedBwlopmenl Pmje~t Tax "-'l1",yjn",~1 to N<1te Paja!}t" '0 Pr".~ C'wili~,

Allocation Bond". Series 2003 B 2014 '" " "' da!~d F@hfuary :XlO6

HGrto~ Plaza R~dewl[)p",.,nt Pmje~! Tay L"",nJ'.
AlIoc~tion Bonds, Series 2003 A 2022 9,4S7 '" '"" Inhm"tio<1al ""t"""'1 A"""ialo_<;, :.l,C,

I-IDrlo~ Plaza R",d~""lopmenl Projecl Tay daled Ck1clJ~r 2001
Allocation Bonds, Series 2003 8 20n 6,135 327 309 PCCPiSB l2S America, lLC

Horto~ Plaza Redewlopme~t P'ojef.t lay dal~d August 2Q(15

Allocation Bonds, Saf;es 2003 C 2022 10.252 '"" no Con'"r"";,,I, LLC,

Norti, Park Roo~""lopmentPrajecl Tax
daled IIprit 20%

AUoca~onBonds, Sefia, 2003 A 2028 9.975 546 546 8~,," of America. NA Li"" of C,edit,
deled OClnb~r 200S

N~rih Pa<k Redn",lnp1TI~ht Pro;,ct Tax
Son Die90 ~lion~1 i>~n" line ot Credit, o~leo J"~f 2u07

Allocation Bond., Series 2003 B 2034 11.lB9 '"' '" City eelghk: Housing Neg
Cenlfe City R~d"""lorm"nt Projed Tny San Diego '2unml (l~n~, Ijne ot Crf'{j'l, dal~d .Iuly 2QQ7

AUoc~li(m 8onds, S~fin.> 2004 A 2030 146,0513 6.855 B,855 City Heighls Nan-Hou;ing Afe~

Centre City Re,levelopmenl Project Tax

!\~ocalion Bonos. Ssrie, 2004 8 2011 3,155 1,965 1,955

Centre Ciiy Redevelopmeni Projecl Tay

A~c~l;on Bonds, Series 2004 C 2030 41,891 2.230 2,152

Centre City Redevelopmetli ProjectTa~
San D'ego National fl~"k. Line ot Credil dal~d July 2QQ7

Nortll Bay Housing Area
A~oc3lion Bond,. Se,;es 2004 D 2030 13,5'10 m '"' "'a~ Diego Nofoo"1 f%n< !J'", of C'eoit, daieo J"ty 2007

C~"I'~ City P.ed~""lopmeni PfojeclTa~ I·kd, Pa,k No~"f-!",,;i"9 I\,e~

Allocalion Bonos, Series 2006.". 2033 125,477 4.~'56 4.25B Naval Training Cente, Ci,;c, Nts

Cent'e City Redevelopment Pro)ect Tay and Cutil.~aI Cenle, {Seefon lD8i

r,tIocaiion 80nds. S~ries 20% B 2032 61,393 2.642 2.617 Total Ptedg~o Ta' m«em'ml Revenue

2021 95,878 2,BOO 9,927 Tot~1 Pledged Revenue
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6. INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS (In Thousands)

Interfund transfers result from the transfer of assets wiltlOutthe expectaHon of repayment In the case of
the Agency. transfers are most commonly used to move revenues from the fund in which they are
collected to the fund In which they are expended. Interfund transfers for year ended June 30, 2009 are as
follows'

9. RELATED PARTY TRANSACTIONS (tn Thousands)

During the year ended June 30, 2009 the Agency received $400 in loan proceeds from the City to be
used for redevelopment activities in the Gateway Center West Project Area. This loan was funded by a
principal payment of $181 and accrued interest of $219 on a sales tax City loan made to the Southcrest
Project Area in prior years.

The Agency does not directly employ management or staff. Rather. the business of tile Agency is
performed under contract with the City, CCDC, and SEDC. Each entity maintains insurance programs for
workers compensalion and employee injury risk as wei! as employee benefits plans.

The Agency is exposed to various risks and losses rel"ted to torts, including theft of. damage to, and
destrllction of assets, errors and omissions, and natural disasters. The Agency maintains contracts with
various insurance companies to manage excessive risks and typically requires indemnification and
insurance coverages in alt contracts with ils business partners

7. RISK MANAGEMENT (In Thousands)

'>;~"ih"""2hod n,",,,,,", Ou'.)

C."nlr" City -Special C1,."""", L'_"N-Morl

C~"tr" City SI""",i ""\"""~ Gt>\,,,

CooI1"'" City [)ell' SCIV.c<'

C~n"." City c.,pital P,,,0ClS

Oti,er """,,,,,,,~nla'F""d'

h'all)o,""",,,,onl,,l "",,,,,

Speoi~l "~",""e

O'he'

26.68B

28.S8~

D.", S€";C~ _S'£!~!£L~S!L ...::;~;~':_ -=,~,'~:~~:''''I

'5,W3

2.344

9.571 :'8,2S9

M

23,237 23.237

2:=='"'2";;:' s ~.'.i7' ,8,2" 84.277

Loan repayments to the City also included a principal payment of $161 and related interest of $123 by the
City Heights Project Area and a principal payment of $213 and related interest of $296 by the NTC project
area. Both payments were made according to Section 108 loan debt service schedules, Also, The City
Heights project area made a principal payment of $362 and related interest of $187 to the City State
Route 274 and State Route 209 infrastructure fund for a property sold to the Agency in prior years in
exchange for debt

During the year ended June 30, 2009 the Agency received participation revenue from the City totaling
$11,677. Of the total. $11,514 was received for activities in the Centre City Project Area, of wl1ich
approximately $4,749 was associated with reimbursements of costs by the City, from Development
Impact Fees, for eligible land costs related to Sf. Josephs Park. In addition, approximately $3,864 was
associated with transfers of parking revenue to the Agency for debt service payments related to parking
revenue bonds and for other downtov,fll parking projects. Aiso, the Centre City Project Area received
$2.901 in federal and state transportation grants awarded to the City for the construction of the Park
Bouievard at Harbor Drive Pedestrian Bridge project. The City Heights Project Area received $163 in
participation revenue resulting from the return of unspent contributions for capital improvement projects
transferred to the City in prior years

During lhe year ended June 30, 2009, the Agency's participation in City activities tOlaled $20,297. Tile
Agency contribllted $3,520 for City Capital Improvement Projects in various project areas, In addition, the
Agency incurred $4,176 for planning services provided by the City related to the Barrio Logan, Grantville,
North Bay and San Ysidro project areas. Also, the Centre City contributed $11,315 in tax increment funds
for the satisfaction of the City's debt service obligations related to the Ballpark Lease Revenue Bonds,
Series 2007A. In addition, the Agency transferred program income of $465 related to a residential project
in the Centre Cily Project Area partly funded with Community Development Block Grant funds, The
Agency also contributed $137 for the transitional housing program and $84 to fund a performance audit of
SEDC

Thet'e have been no significant reduc\lons in these coverages in the past tllree fiscal years and there
have been no settlements that exceeded the coverages in the pas! three fiscal years. The Agency,
retains no significant risk of loss related to in any of the above referenced coverages

Tlle Agency maintains liability insurance for its own benefit and for the benefit of CCDC and SEDC for
general liabHily, automobile liability. public officials liability, directors and officers liability, employment
practices liability. and employee benefit liability. The Agency also carries crime and property insurance
and earthquake insurance for designated buildings and structures

All of the deficits can be attributed to timing of inflows of financial resources. Most expenditures in Capltal
Projects Funds are reimbursed from Special Revenue Funds through transfers at the time cash is
disbursed. In the case of these funds, expenditures related to City services have been accrued in the
Capital Projects Funds and will be reimbursed at the time of payment the following year.

8. FUND DEFICIT (In Thousands)

~9'c.==-=====c---Barrio Logan Capital Projects
College Community Capital Projects
College Grove Capital Projects

_~Net Deficit _
(13)

(529)
(101)

In the current fiscal year, the Agency contributed affordable housing funds of approximately $1,911 for
loan programs administered by the San Diego Housing Commission designed to assisllow and moderate
income persons and famities with property rehabilitation and first time home buyer financing.

The Agency does not directly employ management or staff. The redevelopment project areas are
overseen by the Redevelopment Division of the City'S City Planning and Community Investment
Department and two independent corporations. CCDC and SEDC. These activities are carried out
pursuant to operating agreements with both the City and the Agency under which the City and the Agency
agree to reimburse CCDC, SEDC and the Redevelopment Division for all eligibie costs incurred in
connection with such activlties. These costs include the annual required contribution for the pension and
other post employment benefits incurred by Redevelopment Division staff as well as payments made by
CCDC and SEDC towards the defined contribution plans of its employees.

Pursuant to these operating agreements, the Agency provides a working capital advance to CCDC and
SEDC to be deposited in an account with a commercial bank designated by each corporation as its
depository. The corporations then draw funds to pay for eligibie expenses incurred in connection with
services rendered. AI the end of each calendar month, the corporations submit to the Agency a voucher
for the total of eligible expenses paid out of the account during the previous calendar month. Upon
approval by the City, the corporations are reimbursed for these expenses. Similarly, costs for services
incurred under the operating agreemenl with the Redevelopment Division of the City are initially recorded
in the Redevelopment Division Administrative Fund and reimbursed by the Agency on a periodic basis
upon receipt of a statement of expenses.
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The following tabie reflecls the reimbursements made during lhe current fiscal year: time. The Single Audit for fiscal year 2008 was completed by Macias Gini & O'Connell LLP. The Single
Atldit for fiscal year 2009 is in process

GRANTVILLE SETTLEMENT AGREEMENT

11. CONTINGENCIES (In Thousands)

On February 22, 2000 the Agency entered into a Ballpark Cooperation Agreement (the "Agreement")
between the Agency and the City which authorized the Agency to pay for and implement certain activities
for the development of the Baseball Park and Related Improvements. The development of the Baseball
Park was financed with downtown redevelopment funds, City funds and private funding by the Padres.
Tile City issued Lease Revenue Refunding Bonds, Series 2007A (Ballpark Bonds) to facilitate the
financing of the Ballpark, of which, as of June 3D, 2009, $149,930 remained outstanding, with an annual
debt service of approximately $11,300. On March 20, 2009, the Agency Board and the City Council
approved an amendment to the Agreement to provide for payment of additional funds by the Agency up
to $56,597, from Centre City Project Area tax increment funds, towards debt service of the Ballpark
Bonds for fiscal years 2009-2013

In the current fiscal year, the Agency entered into a settlement agreement with the County of San Diego
(the "County") and Atomic Investments. Inc. related to a San Diego Superior Court Case seeking to
invalidate the Redevelopment Plan, for the Grantville Redevelopment Project Area_ The settlement
agreement provides that the Agency. through CeDC, will pay $31,360 to the County in thirty-nine (39)
annual payments commencing in fiscal year 2011-2012 to fund a portion of the cost of the construction of
the North Embarcadero Project Improvements, as defined by the agreement The settlement agreement
also provides that the Agency will lIse land di:;position proceeds and tax increment funds of the Grantville
Redevelopment Project Area to pay $31,360 to the City in thlrty"nine (39) annual payments commencing
in fiscal year 2011-2012 to fund certain Transit Line Improvements in downtown San Diego. Finally, the
settlement agreement provides that (he Agency will pay $7,840 to the County to fund a portion of certain
Joint Projects that benefit the Grantvilie Redevelopment Project Area and the County commencing in
fiscal year 2011-2012

The Agency, in connection with all bond offerings since the effective date (July 1995) of the continuing
disclosure requirements of SEC Rule 15c2~12, has contractually obligated itself to provide annual
financial information, including audited financial statements, within certain specified time petiods
(generally nine months) after the end of each fiscal year. The Agency has not been able 10 satisfy all
contractual obligations to provide to the nalional repositories audited financial statements, or financial
information and operating data, for fiscal years 2003 through 2009, on a timely basis, For each
respective bond issuance, the Agency, as required by its continuing disclosure contractual obligations.
provided to the national repositories a notice of the failure to file the audited annual llnancial statement:;
information, In certain cases notices of failure to file were filed significanlly after such filings were due

Estimates of the liabilities for unsetHed claims are reported in the Government·Wide Statement of Net
Assets. The liability is estimated by categorizing the various claims and supplemented by information
provided by the City Attorney, as well as outside counsel, with respect to certain large individual claims
and proceedings. The recorded liability is the Agency's best estimate based on available information. In
the current fiscal year tllere were no liabilities reported in the Government-Wide Statement of Net
Assets.

The Agency is a defendant in lawsllits pertaining to material mailers, including claims asserted which are
incidentai to performing routine governmental and other functions. This litigation includes but is not
limited to: actions commenced and claims asserted against the Agency arising out of alleged torts;
alleged breaches of contracts; alleged violations of law: and condemnation proceedings.

LITIGATION AND REGULATORY ACTIONS

CONTINUING DISCLOSURE OBLIGATIONS

The Office of lhe Inspector General (GIG) audiled the City's Community Development Block Grant
(CDBG) program. specifically CDSG loans to the Agency, and on December 30, 2008, OIG issued its
audit report to HUD, Office of Community Planning and Development (OPD). In addition to other
findings, OIG determined that the City failed to execute loan agreements and repayment schedllies for
the CDBG loans issued to RDA that include a principal balance of $63,073 and an accumulated interest
of approximately $76,129 totating $139,202 in loans outstanding. The OIG audit report recommended
that HUD require the City to execute written interagency agreements and loan agreements with the
Agency for these outstanding loan amounts, The City is currenlly in discussions with HUD on the audit
findings and any actions HUD may require of the City, including the possible repayment by the City of
certain COBG funds and that HUD could forgive a portion of the accumulated interest so that repayment
of lhe loans would not adversely impact the Agency's project areas. Depending on the outcome of the
City's negotiations with HUD, repayment of the loans by the Agency could impact the Agency's liquidity.
The impact 011 liquidity could vary widely by project area whereby some project areas could experience
lillie to no impact, other project areas could experience moderate impact, and other project areas could
experience extensive impact to the point of potentially affecting the project areas' fUndamental capacity
to operate_ These loans are reported as a component of loans payable and accrued interest payable to
the City in the long·term liabilities footnote of this report with an "unscheduled" maturity date (see note
5)

13,664

Amount

$

$ 8,295
2,304

___2Q£.~L

Centre City Dewlopment Corporation
Southeastem Economic De"",,lopmen\ Corporation
City Rede-.elopmen\ Di~sioll

rotal

BALLPARK COOPERATION AGREEMENT

10, COMMITMENTS AND LITIGATION SETTLEMENT (In Thousands)

FEDERAL AND STATE GRANTS Significant individll8llawsuits are described below

Hle City recognizes as revenue grant monies received as reimbursement for costs incurred in certain
Federal and State programs it administers, Allhough the City's Federal grant programs are audlled in
accordance with tile requirements of the Federal Single Audit Act of 1984, the Single Audit Act
Amendments of 1996 and the related U,S. Office of Management and Budget Circular A-133, these
programs may be subject to financial and compliance audits by the reimbursing agencies. The amount. If
any, of expenditures which may be disallowed by lhe granting agencies cannot be determined at Ulls

Belly Jones v. San Diego Redevelopment Agency

This case concems an allegation of personal injury due to a trip and fall in a City park. In the event of an
adverse ruling, the liability facing the City is estimated to be in the range of $0" $2,000.
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SERAF OBLIGATIONS TO STATE OF CALIFORNIA

On July 24, 2009, tile Stale Legislature passed Assembly Bill (AB) 26 4x, which requires redevelopment
agencies slatewide to deposit a lotal of $2.05 billion of property tax incremenl in county "Supplemental"
Educational Revenue Augmentation Funds (SERAF) 10 be distributed 10 meet the State's Proposition 98
obligations to schools. The SERAF revenue shm of $2.05 billion will be made over two years, $1.7
billion in fiscal year 2010 and $350 million in fiscal year 2011. The SERAF would then be paid to school
districts and the county offices of education wtlichhave students residing in redevelopment project
areas, or residing in affordable housing projects financially assisted by a redevelopment agency, thereby
reHeving the State of payments to those schools The Agency's sllare of this revenue shift is
approximately $55,649 in fiscal year 2010 and $11,457 in fiscal year 2011, Payments are to be made by
May 10 of each respective fiscal year. The Agency intends to fund these payments with a combination
of lax increment to be collected in fiscal year 2010 and 2011 and carryover funds from the current year.

A similar item was included in the AB1389 requiring an $11,457 SERAF payment by the Agency. On
May 7, 2009, a Judgment was issued in the action tiled in the Superior Court of California for
Sacramento County tilled "California Redevelopment Association et al v. Genest declaring the payment
unconstitutional. In light of the Judgment, it was anticipated that the State would appeal the Judgment
and/or aHempt to revise the Cal. Health and Safety Code to remedy the unconstitutional nature of the
statutes. Therefore, as of June 30. 2009 the funds remained encumbered for possible payment in case
the State was successful in its appeal. On September 28, 2009, the State dropped the appeal

The California Redevelopment Association (CRA) is the lead petitioner on a lawsuit to invalidate AB 26
4x, similar 10 last year's successful lawsuit challenging tile constitutionality of AS 1389. eRA filed the
lawsuit on October 20, 2009, The lawsuit asserts that the transfer of property lax increment to tile
SERAF is not permitted under Article XVI, Section 16 of the California Constitution. The complaint also
asserts impairment of contract and gift of public funds arguments. While the State made adjustments in
AS 26 4x to address the constitutional issues raised by the Superior Court over last year's lawsuit
challenging AS 1389, the Agency, along with the CRA and other California redevelopment agencies,
believe that the SERAF relnaills unconstitutional

BOND ISSUANCE

011 July 30, 2009, RDA issued $13,930 of Subordinate Tax Allocation Bonds for the plJrpose of repaying
certain outstanding obligations and to finance redevelopment activities relating to the North Park
Redevelopment Project ama. The Series 2009A bonds are payable solely from and secured by a pledge
of Tax Revenues and are subordinate 10 the prior liens of the outstanding North Park Redevelopment
Project Tax Allocation Bonds. Series 2000, Series 2003A and Series 20038. The bond issuance is
structured as term bonds and has an interest fate that ranges from 6.0% to 7.0%, with a final maturity
date of November 1, 2039

LITIGATION

On September 25, 2009. the Related Companies (Plaintiffs) filed a lawsuit againsl the Agency
contending Ihe Agency breached a negotiating agreement the Agency entered into wilh Plaintiffs
Plainliffs claim a development agreement acceptable to Ptaintiffs wrongfully failed to be executed by the
Agency under the pretext that CCDC's president had a financial interest in Plaintiffs' sister company
while CCDC's president resided in Florida. Plaintiffs claim they lost millions of dollars in pre
development investment expenditures as i:l result of the breach of 1I1e negotiating agreement. No
estimate of the amount or range of potential loss may be made at this time

,,7

TERMINATION OF AGREEMENT

On November 30, 2009, tfle Agency terminated a Disposition and Development Agreement (DDA) with
CentrePoint LLC for the development of a mixed-use project within the Crossroads Project Area
Pursuant to the DDA, the Agency's contribution was in tile form of a developer loan of $5,245 to be
repaid from the Crossroads Low and Moderate Income HOllsing Fund to subsidize 47 affordable units
Tile loan amount was later reduced to $4,969 pursuant to a third implementation agreement with the
developer. Termination of the agreement will result in recognition of revenue for the loan payable amount
balance of $4,969 and removal of the long tenn liability in the government wide financial statements

SETTLEMENT AGREEMENT

On December 9, 2009, the Agency Board approved the se1!lement agreement with San Diego State
Universily Foundation (Foundation) on a complaint for specific performance alleging that the Agency
breeched an agreement requiring the Agency to sell certain property to Ihe plaintiff. The settlement
provides Ihal the Agency's contractual obligation of $1 ,715 and accrued interest of $1 ,613 payable to the
Foundation will be reduced to the sum of $750. Additionally, the Agency will transfer fee title of the
property to the Foundation by Grant Deed
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Note A " Budgetary Data

Prior to June 1, the Executive Director submits to the Agency Board of Directors and the City
Council. a proposed budget for the fiscal year commencing July 1, The budget document does
not adopt formal budgets for each of the Agency's funds. Rather, it presents a delailed list of
revenue sources and expenditure line items for each of the project areas. Budgetary comparison
schedules are presented for the Centre City Low and Moderate Income Housing and the Centre
City Other Special Revenue funds.

During the proposed budgetary hearing, public comment is heard. The Agency's budget is then
legally adopted generally during the months of Mayor June, through passage resolutions by the
Agency's Board of Directors

Budgetary control is maintained at the budget category level. All amendments 10 the adopted
budget require Agency Board of Directors' approval except as delegated in the Annual
Appropriation Resolution. The head of each of the administrative units, or their designee are
authorized under the Appropriation Resolution to request the City Comptroller to make budgetary
transfers within each project fund and transfer appropriations or loan available funds between
sub..projects within a project provided that such transfers or loans do not increase or decrease
the total project blldge\ or result in a use of funds which would be inconsistent with the permitted
use(s) of such funds

Reported budge! figures are as originally adopted or subsequently amended plus prior year
continuing appropriations. Such budge! amendments during the year, Including those related !o
supplemental appropriations, did not cause reported bUdget amounts to be significantly different
than the originally adopted budge! amounts

Note B - Explanation of Differences between Revenues, Expenditures, and Other Financing
Sources (Uses) for Budgetary Funds on a Budgetary Basis and GAAP Major Special
Revenue Funds on a GAAP Basis.

The Budgetary Comparison Schedules presented in this report reflect the total appropriations
available for current fiscal year expenditures in the Centre City Low and Moderate Income
Housing fund and Centre CI!y Other Special Revenue funds. The categories used to report
revenues, expenditures and other financing sources and uses at the fund ievel financial
statements on a GAAP basis conform to uniform aceounling standards established by the
California State Controller's Office for all redevelopment agencies in the State. The Budgetary
Comparison Schedules reflect expenditures as idenlified in the budget documents and do not
reflect the GAAP basis categories established by the State because budgetary control is not
maintained at this level.

The following table provides an explanation of additional adjustments made to the GAAP basis
revenues and expenditures to reflect a budgetary basis ofaccounling.

72



C- ~
<

~ ~ .1
~ ~

, z ;:; ~ ill_
N " ~-

"0>
-~&!
0_
,",!J!
o "o •
~m

8~
8 ~ ~ I~, t !i

1
"~ p § ~ >

~ ~

]3
m m

~: "~
~
N

"P
£ Jj

"I'
c

"
1 £ ~

~
£

f
,

~, ~ ~ c !'"
c

" ~ " c ,
~ "

, ,
~ * ~ 2

~ 1

~' Q

I
,

~, ~ <
~ § m

> § < i! 1
m w §.
§ 2 ~ 2 ,

"
~ ~ " J i

~

1I I• 1!

g ~ ~ ~ , ~ &,
~ '0 " §

,
lJ !" " <



~~ 8~;::i 'I
~~

,,0<,::\ II ,I'
~

~
*@?li b,1,

I

R '" 0 , <rim! R'
1

I'
~l

i :i
"'ii

*'0 §§ ~iQFI 81 °i ;;; ~i,~ ~I
:1' 'I ~IH' R ro @! "'~

,
",i i !

! II
R' '~ I §!

I I
ro ' ~ ~ "

I ~I
§II

I' "!
,

I ',I
I m! ! ",I!

i
, N':;J

1
,i

~ m§~

I
;1 ;1-

~I
r

~ I i .1I !
~ ;2
! j ;;: i '~

1 :1
'8

'I
g !

. ~

1 :11

~ '"~ ~ "0 " I0

i !

~



Ii 'lli ' 1 J
,I

-

"~
·1
§ § !I ~l,,

I 2ii J I
" "I 'I

g~, Ii

.II!
Ii

·Ii

,( 'iii ~ ~i

,

",I"'I, ~

,,,
g,

J,

g' ~I ~
i ~; ~I

,,[

"'" 'I i~ - 'i2" ,?
I ,

1
,

"'I

1, ~~ , §~: II ~i ,I \71

:11
' II ~

"I
~i

~£ ,

~
, . ~ n ~; 81

~
e

~ ~I-'I
, "' -1';£ "':

, ! "I

m § ! 'i ; • :,,1

""i 21

I
~;~ jj 2''';: , ~ §! d

~I
21 ~,i ;

J
s1 'i 2i ff!j

i, 1



Fj
5;'i
C","

01'1 II '1'3 ,,;>

tel f:!6
~il~~I

~'i
~'i 0

I
ell i ' ~

'I 'I
~~(i

Zti, JI I, ~

, "
'0 I II

I

.~

"'
I

II II
! "i I .,

~- - " !l I

:11

~I'I
oil

g

rJ
<G-;
01
C:I

~!
0 1
1::j

I

ttlt;,
<
c! ,
i:'j •
iH

,
·~I
xi

~ , ~ ',," -V ,!I
i£ II

~i5 ,I
:1 ·11

!ill
~

'I ill
'ss

I
" il~:

_I ",

1'1

,I

:11

, " 'I
~I

:11

- , ,
fie
~i

~"I
Y.'

I II
' 2 ,

II 'I'3'1 ! d::
,

"
,

ji i::' - ~ 0
,ggl 8 !

~ -:
I

i ~ if" ~I

'I
. *1

~I
~

1" I



-;::
~:I

&::
~

Hi R ~
~

I
sll I 1

s ,

~I
S"

il
-i

,
~"'!

<':1 "
,

I
;1

1

I
I

~I 'I~I
,

~I ~ i
~

, 8 ' % "'1;1 il il
i .1I

~ "~~ ,II

l
§ ~

]
~w

~I
6:
§Ico
oi
~{
c
i'"

0'
>.'
( ,
z!G),
<:
7';
ii i I,
::,j
u ,

7:'
>,

<E
c: ,

'- 'I J 's ' .~

·'1
"I•..

I I J
&1' "§"' Ri! 'I '§ ~?i ~

~I
::!i I

ii I
"'I' I

,

J
'I ' <:j

1 J,il II
Ii#,' 0

,
LI ,

I 'II
'I

I
,

'I
:11

'I~i I I"'I ,. I :;;

I JI

'I

I

, ,
1 .II

,.

,. ,
,I r 'r'l 'II

,. ,
'I 8~;;}S

'I ~Ii'[ ';"1

I
I

0
:[~ ii

,i
"'!i 0 I

III
~ ,

:Ii
I 0"1 ~~i!

I I

00

!II
~ I ·11~ I ,

ii
E I ~ , '~ ~ '~ii,I

}I
II31

'"F:



hi i~1 1 'I 'II J
'8""I 'i 21. "~I' 'I §I ~I

I ! I I "

"I 111 1]
- 1'1 'II 'I ~I

~ 'in r;. -

xl "'I 'I 1 'I :11
:'1

$

'I "

I ~I

-Ii
I

I

§. , -I -III.'
<oi! " ! "I

",~ ~,! 'I 'I 1
~I ~II

"Ii I, "I
I, ~

,

J
R' ros~ 'I ~

G
G

-
'0 i

~I !
;'.'i
bji p , ,

" §: '~ ~
.1

~!I, ,

'I
i~

,~i
i ~
i.e;

co!

r ,
'I !II J

'~ ,

0'81 ~I ~II
, -! -
c

.1
~ ,

~r"

~I I ~

~I
., ~



~!
f';,.{
",I

1 1 J
~d
~"

~i
g ~ 'I ::1 I~I 'I

'~ 'I l "I
~I 'II

, "I
~ 1 i , 1 "'Ii

"1 'I 'I
,I

'I I I
gl

'I ~II'I "I i

'1:1

"

~;8

'I
, '~ ,

I~I 'I I I
mi ill~

1

oJ!
" " .,

,"I 'I
' ,,' 3' si' cl

1

"

~I
I

I

1

I
,

" I

~ ~ 'i §j ,. ' , ~i ffi!

I I 'I i!
1 I I, i

"I ,
, "j .1 . , , '~

'I 'I I
I

'I 'I
:11: I

'I
I

!I

i{.

"'I 'I
, I

'I
1 'I 'I ~II

!J,
:::!

" ,,
" I"

.' " ,,' , "

~ ~I 'I I
"

'I ~I
:11

~i

,

:"1 §!
~"' ' ri& '~ ,

.,

'I 'fl 1gl
~I :1'I ,

"I



"'i
:,;i

~:

31 "I 'I
1 I 'I

'! "I'co ~[f; '* '.'
.II~i

"

;?i
;::,

~I
g 'I

'I , %~~I ~I §I
~! 81<I ,

c.

1

c

i :1I I I

II
§fl §I 'I II gl

I I gl
"I ~III I I

II
1i;:JJ'

!I
,

f;~'

I 'I 'i §i SI
II ~II",, I I I ·1,

:1

11

c

I'I 'I
,1

31 I :II

,

l
I
I

l :1 ! 8 ,]

"]
§; '~ ,

I'I 'I
~

I
" ~I I] II" c,

,
! .,

,III , I I I I I .II
iLl 8! 'j 'I I

~! ""1

1
I

<'i

'I :1
:;;~I~

i I 1i!1 , , i , I I

I ' 'i I
I 1

I I I, ,
1. I I ""i

iI" !ll 31
,

'." . §

'I
,I

§I ~I ~I 'I ;1
:11

v;· , ,

G

i I' ,

w'- '! II ' , ,

~I !I I
'i 11i

I !I',
I i ,I, ,

,'I 'I
,

I
d I

1 'I I 'I'I !" ! ""Ii



c
,

n,
LI

G~!
?Sf I ~ ~I g ! § §,k:

>~
I

~.

21 OJ! i

'~I " ..I

~
&! ~ "" , ;J, ,

;:;-, " N,
-I

"

,~
R-

" " "
:1

-
~

II
:'1

~I '* '
21

II *'
'I 'I

,I

:11"'i
-I

1 1 I

"'I ,I 2"£:= ;;~~ ~!
?I ~I ~I ~I 'I 51

1- ;1 'I
, "-i,

- I
,

!
",i

,

'I
~

,
1 ~ ,

'I
~I

I JNi ,
I

.1 " '?: '

'I 'I 'RI nl

'I 'I "1
1

c-'w

I 'I - "',

1 I -II
~" 'I ~I '~ ,

'I
'I I I *1 'I

@.I1:! I -I- 1 'I :11

g;;~ ,

~I
c'

'I
i! 'I I

'I
~I _I'- I

:11
,

Jill '
~I

5i '
51

I

-I §! ~III
I I ·1

51
"~ , II I --I SI ~I II ~I'

'[~-
" w

I
-,

I

'nl,,



f;jS'

" ~ ?! &{ I

IIj
0 0 0'

,
0' ~~ 'j §

,~ ~

i ~::t:

IW I

i a 2 ~ 21
~

~ ~j

~~~
2g~

;a~
~~§,

~
~,
"
~•
~

~ ~- 8~ ~I ~ \ij g g

U fj r:::

:I ""~

~

, ~ ~ g
~I

~
,

}' "E
,
u

(;

~g , ~ ~ 9 ,

{j 2 ~ ~ ~ ~ ~ ~

~
"

i'l " ' "I 51
g-

I

51
:11

30
.11

,
I

0'

~ 'I 511
1

0'

:1!~ " " ~i

8]
~I

"' I



d

d~'1
",I

~,

!I
1]) ~i

'I :11

~,; ! ~!
2! !I 0!

w...,

I I~i
<::'
~i it:; II '0 ~I g:[

'~ 1 ~ II
:1I ~I

~

I ! I! ,

,~I ~i

1

. '~ ~ ~I

'I
,

I iI ,
" I , I,



~;i
~-;-i
CI:!
~!

HII §I , !I !Igi
'"I 'I

;i ,
2!,

,~ i !iLl
I~i

1 "I21
"':1

! 'I 51
,1 , 'I

!j TIl
<i "-

I- 1 I I .1
::'1 'I 1

'I , @

ilI
SJ,

1

" : I:

BI
,

'I l 1~ I :1 jgi il- 'I '1 1I ! I

!I ! 'I ~i

I I

!I II
.:

I :1
lRi- ·1

1
51 I I

I

'I "I 'I 'I 'l , 'I 'I :1i
,I !I ,

I l ~I
d !Iq 'I51 "1

0 'I I 'I , 'I
!
I

'I
1

'I I il :jI

i
I
1



l:i
21
G.·
~",i I

~ ~9 *1
,p. ~ ill

1
,

*I
ihi ~ "

u",
;::;[

~I "Ii."" 51n ""!I
;!i

'~
~,I ",00,1 ~I~~-

~ ~> • § ~: ~~ ;:',

~"I ,~N

01' .
(~.§,

I

J N
~~ ~

*1
§ ~~~ ~ ~ 811

I]~~
.11

,I e'l ~:;; !!I II ;1 '~ II II ,I

:1
"'. N.

'I:;;e<
~

I
I

:'I ;1
~

'I 'I 'I 'I il
:1

~i

II
'I I I

i!1 ,I ,
"I 'I

~I ~ ; 'I
n

'II" ~! I ~i

:jI

II I

II
,

"I 'I 3_1 , ,I

;1~ I. ~i

I I I II ""1

!I
:)[ ,

"I 'I 'I
, !I

d

, '1
~ I

~I,
. I 1



~

"I
,'f:'?; , ~ ~

'"I
I [
I

~(4~ s,
~ " ~ ~Ii ~i'l ~ ~J Sjl ~m "',: I ~c,

II
e-I c01

'I II,

"'II "'i

1 2

I 'II
'IJ I

(4~

g '~

81
1 'I

g ,N NR

81
81

'i
.1

C')

0'

"'I I I
~ 'g gl d

'~g

I ~, "I
II ] I
el
"I

'g

gil
21

1
II gliM '''', ::;!

1 " I:

II i !

"'1 ! "'ii

t~
" ~li if: "I

,
1~ 21

J I I J0""c' 1
1



M
o

& ;.1
~I ~I

""i -,
I,

i iij
~i !I;1
I ~,

R' g 1
:1

':$

]1
*g ~~ gil *1 ~il ~ g

:1
~-i - i;; 0

I

'f,) '\':; ~

:11

~! g '{!i
~,":

""1

,~
(> - g;!

" I "I~;

J.
~I

i ~;g ~ ~ ~ d ~I" 0,
N 'I "I

j ·1



o;g> iJG?~ ~ - '2 ~,1 11
s;j ijj"i

'I~i
,

~'l tli ~j
~'i

~
~!

"' ,

"'I

£1:11 ~:: 'g
~ sl

131 I '~ fBI ~I

"I
ell

~
I
, '! J~

~ ~i " ~~!?
, ' Qi\l;;:; 21

I 1£ .' ill
"I!

~
±I "'I t;;i :!

~ II !

! j
II,

d~ " ~
,, ;.::

*
"

2 , l
i ~ I"g

~ !

I I 5,
~

"
i b

~,
\8§ ~ O;~" §j , , ~: i

31
5i ~'i

0'
~§I

'0 ~
[

0' ~ ;g vi ~il~ , ' 88 ~I 0 "I
,

til i "¥
£1 ;::Ji

~ f
~ 8::;1 I Ifi ! ·1

'€3~ 'J; !B! J;! s; ~! 8! 01'I '~I CI "':
i

Ii5i !
,~i

§S'd: 2 ~
;;1 :r,

'I
i @I el1 !

.,
R;;;m~' 2 - 5l 8 ~ ~ ~I

!

:II

"'!

v\
..

J;""~ ~ ,
'I

~ "'

J
! ~i '='-!

c

I
r:: I
D

I I
g(1N

I
,

€il ~ IJ'"II
I '"



4U2 W. Broadway. Suit" .00
San O(~g",CA 91101

619.573.1112

_. ~";:\h.t1~ Son Y5;dro 50~thc'~ Tolal

MACIAS GINI &. OICONNELLlLP
Cenlrie" Public Ano"'>t,n" & M,",t~me~\ Con,,,,,,,",,

_~ ~....J~ 3,2{JJ 1..Q~_;';_ _~~.~~iE1...

. ~82

__ ';i1,~ ?~,?-

705 5'0 578
150 m "172 225 %

" "2BJ
1$7 " "

22

'"2,312 ~O

"'

jJ~

2"5

(~,~S!11 (~~) _ (20,126).

INDEPF.NDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAl,
,RIWORTING AND ON COMPLIANCE AND OTHER l\"lATTERS BASED ON AN

AUDIT OF FINANCIAL STAn:MENTS PERFORMED IN ACCORDANCE
'''ITH GOVERNMENTAlJIJlTING .s'TAN/JARDS

Board of Directors
Redevelopment Agency of the

City of San Diego
San Diego, Cali fornia

We have audited the financinl statcments of the govemmental activities, each major fimd, i1nd the
ag&>Tcgllte rcmaining fimd infonnation of thc Redevelopment Agency of the City of San Diego,
California (Agency), <l component unit of the City ofSan Diego, California, as of llJld for the year
ended June 30, 2009, which collectively comprise the Agency's basic financial statements and
have issued our report thereon dated December 23, 2009. We conducted our audit in accordance
with auditing standards generally accepted in the United States of Amcrica and the standards
applicable to financial audits contained in GOl'ernmcnl Audiling Siandards, issued by the
COlllplroller General of the United States

1,032 3,2DS

.1,!l~L 3,ZlS

.J'lQL

...._~.~,~_ - 9_'-_-

----~

-~

}§}la..!__

J' ..?.§L

~~,51e

Internal Control Over Iljnancial Reporting

III planning and performing our lludit we considered the Agency's intemal control over financial
repOlling as a basis tor designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the pUlpose of expres~ing an opinion on the
effectiveness of the Agency's internal control ovcr financial reporting_ Accordingly, we do not
express an opinion on. the effecti\'enes~ of the Agency's internal control over financial reporting.

_$ 2G~~~ ~L~ 55_ ".l,.,_~,515 $:?PL
Our con~ideration of intemal control over fin.aneial reporting was for the limited purpose
described in the preceding pmagrnph and would not necessarily identifY all deficiencies in
intemal control over finllllcial reporting that might be ~ignificant deficiencies or material
wcakncsses, However, as disc\ls~ed helow. we identified cel1ain deficiencies in internal control
over financial reporting that we consider to be significn1!l deficiencies.

A control dC'jicicncy exists when the design or operation of a control docs not allow managcment
or employees, in the normal course of perfonning their assigned fnnc1ions, to prevent or detect
misstatements on a timely basis_ A Significant dcficicncy is a cOlltrol dcliciency, or combination
of control deficiencics, that adversely affects the entity's ability to initiate, authorize, record,
process, or report finntlcial data reliably in accordance with generally accepted accounting
principles, such that there is more than a remote likelihood that a misstatement of the
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financial slatements that is more than inconsequential will not be prevented or detected
by the entity's intemal control We consider the deficiencies describcd in 2009-1 in thc
accompanying schedule of CUlTen1 year findings and recommendations and 2003-1 in the
accomprmying status of prior year findings and recommendations schedule to be significant
deficiencies in internal control over fimlllcini reporting

A malerial wcokness is a significant deficiency, or combination of significant deficiencies, that
results ill more than a remote likelihood that n material misstatement of the financial statements
will not be prevented or detected by tile entity's internal control

Our consideration of intemal control over financi\ll reporting was for the limited purpose
described in the first paragmph of this section and would not necessarily identify all deficiencies
in internal control that might be signific\lnt deficiencie~ and. accordingly, would uot necessarily
di~c1{}se all significilnt deficiencie~ Ih,lt arc also con~idered to be material weakncsses. However,
of the signil'ic\lnt deficiencies described above, we con~ider item 2003-1 to be a material
weakness.

Clllllplilmce and Other Mailers

As part of obtaining reasonable assurance about whether the Agency's financial st\ltements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could h\lve a direct
and material effect on the detennination offiu\lneial statement amounts. Such provisions include
those provisions of laws and regulations identified in the Guidelines for Compliance AudilS of
Cal!fi:wnia Redevelnpml'lll Agencies issued by the State Controller's Office and as interpreted in
the Suggesled Audiling Procedures for Accomplishing Compliance Audits of California
Redevc{opmenl Agencies, issued by the Governmental Accounting and Auditing Committee of
the California Society of Certified Public Accountailfs. However, providing all opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do \lot
express such an opinion.

'I 'he results of our tests discloscd instances of noncompliance or other mallers that \Ire rcquired to
be reported under G'Ol'CrnmC11l Audiring Siandard.,· and which are described in the accompanying
schedule of CUlTent year findings and recommendationS as items 2009-a, and 2009-b

The Agency's response to the findings identified in O\lr audit are described in the \lccompanying
schedules of cun-ent year findings and recommendatiOns and status of prior year lindillgs and
recolllwendations We did not \ludit the Agency's response and, accordingly, we e~press no
opinion Oil it

This report is intended solely for the infonnfltion and J\~e of the Board of Directors, management
of the Agency, and the State Controller's Office and is not intended to be and should not be used
by anyone other than these specified parties,

REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO
CURRENT YEAR FINDINGS AND RECOM~'IENDATIONS

FOR THE YEAR ENDED JUNE 30, 2009

Financial Statements Findings:

2009-1 Docunwllfalion Retelllitmfor PrtlJ'erty Heir/for ReS/lie

During the performance of our testwork on the Agency' s eontrol~ over \ldditions of property held
for resale for the year ended June 30, 2009, we noted that for one (1) sample out of fOUT (4)
tnmsaction~ selected, the Agency could not provide the ~llpp{)rting documents to verify
reaSOl]flh1clless of the addition amount The property was originally acquired as a capital as~et

prior to 1980, reported in the Agency financial statements as land, and transferred to property
held for resale dwiug fiscal year 2009.

We recommend lhat the Agency est\lhlish procedures and intelTlal controls over documentation
relention 1\ot only for recent tranS\lctions hIlt \llso historical tT\lnsactions where the item still e;'(isls
in the Agency's fiuancial statements.

,Hlllwgemcill Response:

We agree. All additions since fiscal year 2003 have been pn)perly documented llnd the supporting
transllctions have been added to the land held for resale and capital assets pellllallent folders. It is
the Comptroller's Office policy, and has been ~ince fiscal year 2003, to pellnanently retain the
suppoltin.g documentation until five years after the property's disposition, The propel1y described
\lbove was purchased prior to 1980, Due to the number of years since the pmc!mse of the
property, procurement records have been disc\lrded pursuant to the City's doeumcnt retention
policies. EffOlis were made to support the value of the property including an appraisal by the Re\ll
Estate Assets Department which valued the property above its book value. Additionally,
pennanent records retained by the project area 'g managcr were searched and County records were
requested without success

ComplianCt'_ Finllings:

2009-1r Ctmlimling Annual Disclosure Requirements

During the perfonnance of our procedures over continual annual disclo~llre requirements, we
noted that the Agency did not submit one out of the thirty-five required Annual Reports for fiscal
year 2008 to the Nfltionnl Recognized rvlunicipal Securities Repository Agencies within the
required time It-ame (270 days after the fiscal year-end),

We reCOlllmend that the Agency establish procedures to ensure thlll all reports are submitted in II
timely manner to avoid noncompliance with the continuing disclosure requirements slated with
their bond issuances/debt covelmnts.

~t:J~ 1'O·~

Certi/ied Public Accountants

San Diego, Califomia
Decemher 23,2009

LLP ,Hmwgemellt Respt/llse

We agree. The COlltilHling disclosures were not filed as a result of turnovers of the management
personnel responsible for l11aking these filillgS. The Agency did file a "Failure to File" on the date
that the continuing disclosure was required to be filed. An intelllal control annual requirements
calendar has been put inl0 place to prevent this from recurring The delinquent continuing
disclosures will be filed prior to the ne;'(; liling date in 2010,

lOB



REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO
CURRENT YEAR FINDINGS AND RECOIvllvfENDATIONS

FOR THE YEAR ENDED JUNE 30, 2009

2009-b ltUfJlJlroprillte Opell EllclI11fhmm;e

REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO
STATUS OF PRIOR YEAR FINDINGS AND RECOMMENDATIONS

FOR THE YEAR ENDED JUNE 30, 2009

Findings related to the financial statements:

Califomia Government Code §33334.12(g)(2)states MOllcys shaff be deemed encumbered if
cOll1milted pursuant 10 a legally eufiwccah/c contract or clgreemcutfor expcnditurc for purpow:s
\lJCe!fied in Seetioll 33334.2 or 33334.3.

During the perfommnce of om testwork, we noted that Ollt of a sample of twenty four (24) open
encumbrance tmnsactions selected for testing, one (1) of the encumbrances selected was included
as an opcn encumbrance as of June 30, 2009, that should not have been. The open encumhrance
related to a third party contract. The contract amount was certified and encumbered by the City's
Comptmller's Office; however, the Agency Board of Directors never approved the execution of
the contract.

We recommend that the Agency establish strong intemal controls to review and reconcile open
encumhrances periodically with the approved Comptroller's Certificate and to detect and delete
encumbrances, which should not exist in the financial records. Additionally, the Agency should
develop a system to automate the encumhranee process related to pnrchase orders

,lImlt/gemellt Respollse:

Vlte agree, A year-end proccss is cnrrently in place to ensure that all open encumbrances arc valid
and active. The Office of the Cnmptroller provides a list nf cnC\lmhrances to the Agency. Tlhl
enc\llubrances are then reviewed by Agency staff Any required adjustment is communicated to
Office orthe Comptroller accounting staff, who make the necessary a{~justments in the financial
system. The encumhrance cited above was not identified by Agency statf during the review
process, The Agency will strengthen intemal contTols over the review ofencumbnmees to ensure
only authorized and active encumhrances remain opeo. Additionally, the Agency will explore the
automation of the encumbrance process through the OneSD system.

IO\)

Reference Number:
financial SlHtement Area:

Audit Finding:

Stat\IS of Corrective Action:

2003~1

Afaleria/ Weakness in /mcrna/ Comrols ovcr Financial
Reporting

TIlcre were several intemal control deficiencies that resulted
in numerous errors and restatements of previollsly issued
financial statements. Some of the deficiencies noted were as
follows:

Improper financial statement presentation of debt
transactions
Failure to properly record certain loan transactions
Failure to transfer completed projects out of CIP
and begin depreciating assets
Improper classification of assets
Improper valuations of land held for resale
Incomplete capture of capitaliz.ah1c expenditures
Failure to recognize certain revenues that met
applicahle revenue recognition criteria

In progress. However, prior to the issuance of this report
several modifications to the Agency's financial reporting
process and control environment' have been made. These
modifications include the hiring of new management to
oversee financial repOlting and intellial controls, and the
implementation of revised policies. procedures and training
for employees.

Additionally, the implementation of OneSD wil!
dramatically change and improve the year-end process;
however, the preparation of the Fiscal year 2009 Annual
Financial Report was completed using the City's current
accounting systems

Also improving controls for 2009, the City began
implementing the Governance Risk Compliance (GRC)
module of SAP, which will assist in documenting,
monitoring and testing intemal controls within SAP,
including internal controls over the preparatinn of the
Agency's financial statements

Also improving controls implemeoted in the prior year is a
new year-elld processing flowchart that has been developed.
It identiJies tasks necessary to complete the mlilual financial
report by the Redevelopment Accounting Section; identified
items contingent on information from other sections within
the Comptroller's Office and other depmtments within the
City. Use of the l10wchart along with the year-end closing



REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO
STATUS OF PRIOR YEAR FINDINGS AND RECOIvlMENDATIONS

FOR THE YEAR ENDED JUNE 30. 2009

calendar already in use aHows management to more
effectively lllonitor pmgress toward completion of the
anllual financial rcport and ensure critical components are
not omitted

Notwithstanding the improvements made prior to the
issuance of this report management agrees fiJrther
improvement is necessary and remains committed to
continuing to strengthen its internal controls and prOCCdl1H\S
over financial reporting

Findings related to compliance·

Reference Number:
Compliance Area:

Audit Finding

Status of Corrcctive Action:

Reference Number:
Compliance Area:

Audit Finding:

Status ofConective Action

200S-a. 2007-a, 2006-ll, 2005-ll, 2004·b & 2003-b
An/lual Report Suhmission to Ihe Ci(V Council

The Agency did not prepare and submit a complete llllliual
repolt for the fiscal year ended June 30, 2008, to the Board
of Directors within six months of the end of the respective
fiseal years, as required by the California Health and Safety
Code seetion 33080.1. This was not done due to a lack of
personnel and all incomplete nudij of the Agency's financial
statements.

Conected The Agency prepflred and will submit a
complete anllual report for the fiscal year ended June 30,
2009. to the Board of Directors by the end of December 31,
2009

2007-c
Afol1itoTing Hepart:;

In accordance with California Health & Safety Code
§33418, the Ageney is required to obtain an alUlual repan
from property owners or manngers of such housing. During
the perfonnance of our testing over the Agency's
monitoring of affordable housing, wc noted that four (4) out
of twenty (20) samples selected for testillg did not receive
<U1 annual repmi

Corrected. The Agency has implemented the corrective
action and reeeived all annllal rermi during fiscal year 2009
within adequate time period

I'li

l)iig,;
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SCHEDULE OF CHANGES TO LOANS

FROM THE CITY OF SAN DIEGO
Year Ended June 30, 2009

CHANGES IN PRINCIPAL DUE TO CITY BY PROJECT AREA

_~._~ /\nn~-:0LC' ;i::.sL0.U:'2.'::C.0.':L

Schedule of Loans
Ihll11 the Citv of San

Total Principal Due

Balance Balance
July 1, 2008 Addition" Repayments June 30, 2009

12.825 $ $ $ 12,825
18,916 18,916
43.185 43,185

9,085 023 8_562
722 m

" "7" 793
6,130 <0O 6,530

507 507
1,945 1,945
3,918 3_918
7,134 213 6,921
1,735 1,735
1,688 1_688

739 739
9,620 18:] 9,439

118.984 $ <0O 5 917 S 118,461

CHANGES IN INTEREST DUE TO CITY BY PROJECT AREA

13,014 $ 1,186
13,177 1,750
73,103 3,994

6,900 771
856 6'1

29 4
C20 n

13.919 567
142 47

4,350 leO
1,302 362

674 ,3<
516 160

1,150 15'
"2 72

9,583 886

140,247 $ 10,709

116

Balance

June 3'?~3Q~.~

College Grove,

Total Interest Due

Balance

~.'..~~-- Additions
---,~-,~-~-

~ayments

310

290

219

,~25

, 14,200
14,927
77,097
7,361

923
67

393
14,546

180
4,530
1,664

972
67'

1,306
964

10,350

159.,.131
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APPENDIXD

SUMMARY OF CERTAIN ADDITIONAL PROVISIONS OF THE AGREEMENTS

Certain provisions of the Agreements (the "Trust Agreements") are discussed in the body of this
Official Statement. The following are summaries of certain additional provisions of the Trust Agreements
relating to the issuance of the 2010 Bonds, and do not purport to be comprehensive or definitive. Reference is
made to each document for complete details ofall ofits terms and conditions.

Definitions

The following tenus shall, for the purposes of the Trust Agreements and this summary, have the
meanings set forth below, unless the eontext clearly indicates some other meaning.

"Accreted Value" means, with respect to Capital Appreciation Bonds, as of any date of calculation, the
sum of the initial amount thereof and the interest accrued and compounded thereon, as detenuined in accordance
with the provisions of the Second Supplemental Tlllst Agreement authorizing issuance of such Bonds, to such
date of calculation.

"Annual Debt Service" for any Series of Bonds means, for each Bond Year, the sum of (l) the interest
falling due on such Outstanding Bonds in such Bond Year, assuming that such Outstanding Bonds are retired as
scheduled and that any mandatory sinking fund account payments are made as scheduled, and (2) the principal
amount and Issuance Value of such Outstanding Bonds falling due by their tern1S in such Bond Year, including
any principal and Accreted Value required to be redeemed by operation of mandatOlY sinking fund payments,
together with the redemption premiums, if any, thereon.

"Authorized Agency Representative" means the Executive Director, Assistant Executive Director or any
Deputy Executive Direetor of the Agency and any other persons who have been so designated in writing by the
Executive Director or by resolution of the Ageney.

"Authorized Denominations" means $5,000 and any integral multiples thereof.

"Book-Entry Bonds" means Bonds of any Series registered in the name of the nominee of a depository
as the Owner thereof pursuant to the tenus and provisions of the Master Trust Agreement

"Bond" or "Bonds" means indebtedness and secnrities of any kind or class, including bonds, notes, bond
anticipation notes, commercial paper and other obligations issued under the provisions of the Master Trust
Agreement. "Bond" or "Bonds" includes Parity Bonds, but shall not include any subordinated obligations
incurred by the Agency as permitted hereunder or indebtedness payable from sources other than Pledged Tax
Revenues.

"Bondholder," "Holder" or "Owner" means the person in whose name any Bond or Bonds are registered
on the books maintained by the registrar of the Bonds.

"Bond Year" means the twelve month period ending on September 2 of each year.

"Business Day' means any day other than a Saturday, Sunday, or day on which banks in the State of
California or the eity in which the principal corporate trust office of the Trustee is located are authorized or
obligated by law or executive order to close.

"Capital Appreciation Bonds" means any Bonds so described in a Supplemental Trust Agreement
authorizing the issuance of such Bonds, wherein the interest on such Bonds is not payable on a current basis but
is included in the Accreted Value of such Bonds.

"Capitalized Interest" means the amount, if any, derived from the proceeds of Bonds, which is used to
pay interest on the Bonds.
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"Code" means the Internal Revenue Code of 1986, as amended., and the United States Treasury
Regnlations, proposed or in effect with respect thereto.

"Debt Service Fund" means the fund by that name created under the Master Trust Agreement.

"Final Compounded Amount" means the Accreted Value of a Capital Appreciation Bond at maturity.

"Fiscal Year" means the period oftime beginning on July I of each given year and ending on June 30 of
the immediately subsequent year, or such other similar period as the Agency designates in writing to the Trustee
and any Insurer as its fiscal year.

"Government Obligations" means (i) direct obligations of, or obligations the principal of and interest on
which are unconditionally guaranteed by, the United States of America, (ii) securities or receipts evidencing
ownership interests in obligations or specified portions (such as principal or interest) of obligations described in
(i), and (iii) direct obligations of agencies of the United States of America which obligations are ratcd "Aaa" by
Moody's and "AAA" by S&P.

"I-lousing Tax Revenues" means the twenty percent (20%) of Tax Revenues which are currently
required to be deposited in the Low and Moderate Income Housing F\md pursuant to Sections 33334.2, 33334.3,
33334.6 and 33487 of the Law.

"Housing Trust Fund" means the fund or funds created pursuant to the Master Trust Agreement for the
purpose of holding proceeds of Bonds payable from Housing Tax Revenues.

"Independent Accountant" means any accountant or firm of such accountants duly licensed or registered
or entitled to practice and practicing as such under the laws of the State, appointed by the Agency, and who, or
e.ach of whom: (a) is in fact independent and not under the domination of the Agency; (b) does not have any
substantial interest, direct or indirect, with the Agency, other than as a purchaser of Bonds; and (c) is not
connected with the Agency as an officer or employee of the Agency, but who may be regularly retained to makc
reports to the Agency.

"Independent Redevelopment Consultant" or "Redevelopment Consultant" means any consultant or
firm of such consultants appointed by the Agency, and who, or each of whom: (a) is judged by the Agency to
have experience in matters relating to the levy and collection of tax increment revenues or otherwise with
respect to the financing ofredevelopment projects, (b) is in fact independent and not under the domination of the
Agency; (c) does not have any substantial interest, direct or indirect, with the Agency, other than as a purchaser
of Bonds; and (d) is not conuected with the Agency as an officer or employee of the Agency, but who may be
regularly retained to make reports to the Agency.

"Interest Account" means the trust account by that name established within the Debt Service Fund
pursuant to the Master Trust Agreement.

"Interest Payment Date" means March I and September I of each year.

"Law" or "Redevelopment Law" means the Community Redevelopment Law of the State of California,
as cited in the recitals of the Master Trust Agreement.

"Maximum Annual Debt Service" means, at any point in time, with respect to all or a portion of the
Bonds then Outstanding, the maximnm amonnt of Annual Debt Scrvice becoming due in the then current or any
future Bond Year for such Bonds, calculated by the Agency or by an Independent Accountant as provided in this
definition. For pnrposes of calculating Maximum Ammal Debt Service, as used in determining the Reserve Fnnd
Requirement and as used in the Master Trust Agreement, the following assumptions shall be used to calculate
the principal, Accreted Value and interest becoming due in any Bond Year:

(i) in determining the principal amount due in each year, payment shall be assumed to be
made in accordance with any amortization schedule established for such debt, including any scheduled
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redemption of Bonds on the basis of Accreted Value, and for such purpose, the redemption payment
shall bc deemed a principal payment;

(ii) if moneys or non-callable Government Obligations have been irrevocably deposited
with and are held by the Trustee or another fiduciary to be used to pay principal, Accreted Value,
premium, if any, and/or interest on specified Bonds in an amount to be determined by the Agency or an
Independent Accountant to be sufficient for said purpose(s), then the principal, Accreted Value,
premium, if any, and/or interest to be paid from such moneys, non-callable Govermnent Obligations or
from the eamings thereon shall be disregarded and not included in calculating Maximum Aunual Debt
Service.

For purposes of calculating Maximum Annual Debt Service, there shall be excluded the
principal and Aecrctcd Value of and intcrest on any Bonds to the extent the proceeds thereof are then
deposited in an eserow fund from which amounts may not be released to the Ageney unless the amount
of Tax Revenues (detennined in accordance with the provisions of the Master Trust Agreement), for the
most recent Bond Year (as evidenced in a written certificate of an Independent Redevelopment
Consultant fumished to the Trustee) at least equals 125% of the amount of Maximum Aunual Debt
Service which would result if the amount on deposit in such escrow fund werc to be released to the
Agency from such escrow fund in accordance with the terms of the related Supplemental Trust
Agreement, then, for the purposes of calculating Maximum Aunual Debt Service, Almual Debt Service
on such Bonds shall be determined as if the amounts then on deposit in the escrow fund were withdrawn
therefrom and applicd to payor redeem such Bonds in accordance with the terms of the related
Supplemental Trust Agreement (provided that the amounts then on deposit in the escrow fund shall have
beeu certified by an Independent Accountant to be sufficient for such purposes).

"Ordinancc No. 0-17768" or "Ordinance" mcans the Ordinance of thc City Council of the City of San
Diego adopting the Redevelopment Plan, as from time to time amended.

"Outstanding" or "Bonds Outstanding" or "Outstanding Bonds" means all Bonds which have been
authenticated and delivered under the Master Trust Agreement, except:

(a) Bonds canceled or purchased by the Trustee for cancellation or delivered to or acquired
by the Trustee for cancellation and, in all cases, with the intent to extinguish the date represented
thereby;

(b)
Agreement;

(c)
Agreement;

Bonds deemed to be paid 111 accordance with Article VII of the Mastcr Trust

Bonds in lieu of which other Bonds have been authenticated under the Master Trust

(d) Bonds that have become due (at maturity or on redemption, aeceleration or otherwise)
and for the payment of whieh sufficient moneys (other than proceeds of a Municipal Bond Insurance
Policy or a Reserve Fund Insurance. Policy), including interest accmed to the due date, are held by the
Tmstee or a Paying Agent;

(e) Bonds which, under the terms of the Supplemental Tmst Agreement pursuant to which
they were issued are deemed to be no longer Outstanding; and

(f) for purposes of any eonsent or other action to be takcn by the Owners of a specified
percentagc of Bonds under the Master Trust Agreement, Bonds held by or for the account of the Agency
or by any person controlling, controlled by or under common control with the Agency, unless such
Bonds are pledged to sure a debt to an unrelated party, in which case such Bonds shall, for purposes of
consents and other Bondholder actions, be deemed to be Outstanding and owned by the party to which
such Bonds are pledged.
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"Parity Bonds" means tax allocation bonds, loans and any other indebtedness payable from the Tax
Revenues pursuant to the telms of the Master Trust Agreement.

"Pledged Tax Revenues" means all Project Tax Revenues received by the Agency, or by the Trustee on
behalf of the Agency, in an amount that is equal to Annual Debt Service for the Bonds for that Bond Year, plus
an amount, if any, equal to the amount required to maintain the Reserve Fund at the Reserve Requirement.

"Principal Account" means the trust aceount of that name established within the Debt Service Fund
pursuant to the Master Trust Agreement.

"Project Tax Revenues" means the eighty percent (80%) of Tax Revenues other than Housing Tax
Revenues.

"Record Date" means, with respect to any Series of Bonds, the record date as specified m the
Supplemental Trust Agreement which provides for the issuance of such Series.

"Redevelopment Fund" means the fund created for the purpose of financing a portion of the cost of the
Redevelopment Project, which fund is created by the Master Trust Agreement and the Redevelopment Law.

"Redevelopment Law" means the Community Redevelopment Law of the State, constituting Part 1 of
Division 24 of the California Health and Safety Code, and the acts amendatory thereof and supplemental thereto.

"Redevelopment Plan" means the redevelopment plan approved and adopted by the City Council of the
City of San Diego, California by Ordinanccs No. 0-17768 and 0-18294 (as amended) and includes any
amendment of said plan heretofore or hereafter made pursuant to the Redevelopment Law.

"Redevelopment Project" meant the project of carrying out, pursuant to the Law, the Redevelopment
Plan or any other redevelopment purpose.

"Redevelopment Project Area" means the project area described and defined in Ordinances No. 0-17768
and 0-18294 (as amended), which project area is known and designated as the "City Heights Redevelopment
Project."

"Reserve Fund" means the trust account of that name created pursuant to the Master Trust Agreement.

"Reserve Fund Requirement" initially means, for each Series of Bonds, the lesser of Maximum Annual
Debt Service on the Outstanding Bonds, 125% of average Annual Debt Service on the Outstanding Bonds, the
amount equal to 10% of the proceeds of such Series of Bonds or such other amount as is set fOlih in the
applicable Supplemental Trust Agreement.; and thereafter shall mean the lesser of the initial amounts deposited
for all Outstauding Bonds or Maximum Annual Debt Service on the Outstanding Bonds. The Reserve Fund
Requirement shall be calculated by the Agency and is subject to the limitation that the deposit into a Reserve
Fund of the proceeds of a tax-exempt Series of Bonds to meet the Reserve Fund Requirement shall never exceed
an amount which would, in the opinion of Bond Counsel, be detelmined to be a reasonably required reserve
fund within the meaning of the Code and the rulings issued by the United States Department of the Treasnry.
For purposes of detennining if the amount on deposit in the Reserve Fund meets the Reserve Fnnd Requirement,
any Reserve Fund Insurance Policy deposited with the Trustee shall be deemed to be a deposit in the face
amount of the poliey or the stated amount of the eredit facility provided and investments may be valued at the
higher of eost or market value.

"Revenue Fund" means the trust account by that name ereated pursuant to the Master Trust Agreement.

"Series" means Bonds issued at the same time or sharing some other common term or characteristic and
desit,'l1ated by the Agency as a separate series in a Supplemental Trust Agreement.

"Supplemental Trust Agreement" means any supplemental trust agreement then in full force and effect
which has been duly approved by resolution of the Agency and signed by the Agency and the Trustee and
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providing for the issuance of a Series or multiple Series of Bonds, amending and/or supplementing the Master
Trust Agreement or amending and/or supplementing another Supplemental Trust Agreement.

"Tax Increment Limitation" or "Plan Limit" means the limitation of $713,000,000 which is the
maximum amount of Tax Revenues which may be paid to the Agency for the Redevelopment Project, as said
limitation may be amended from time to time pursuant to Section 33333.2 of the Redevelopment Law.

'Tax Revenues" means that portion of taxes levied (including all payments, reimbursements and
subventions paid by the State, if any, specifically attribntable to ad valorem taxes lost by reason of business
inventory tax or other exemptions and tax rate limitations) upon taxable property in the Redevelopment Project
Area which is allocated to and paid into a special fund of the Agency pursuant to Article 6 of Chapter 6 of the
Law, Section 16 of Article XVI of the Constitution of the State of California and the Redevelopment Plan,
subject to the Tax Increment Limitation, but excluding payments, if any, made to the County of San Diego as an
administrative fee pursuant to SB 2557 and excluding moneys reserved to taxing entities under Health and
Safety Code Section 33676.

'Total Maturity Amount" means, with respect to any Outstanding Bond other than a Capital
Appreciation Bond, the aggregate principal amount thereof and, with respect to any Outstanding Capital
Appreciation Bond, the Issuance Value thereof.

MASTER TRUST AGREEMENT

General

The Master Trust Agreement authorizes issuance of the Bonds as either cunent interest bonds or Capital
Appreciation Bonds. The Bonds shall be issued in fully registered fonn. The Bonds may be transfened in
Authorized Denominations. All Bonds presented for transfer, redemption or payment shall be accompanied by a
written instrument or instruments of transfer or authorization for exchange, in form and with guaranty of
signature satisfactory to the registrar of the Bonds, duly executed by the Bondholder or by his duly authorized
attmney. The Agency shall pay any eosts of services rendered or expenses incuned by the registrar or Trustee in
connection with any exchange or transfer. The registrar may require the Bondholder to pay any tax or other
governmental fee that tray be imposed in relation to the exchange or transfer. The Supplemental Trust
Agreements may limit the time periods during which Bonds may be exchanged or transfened.

The Master Trust Agreement authorizes the issuance of replacement certificates if a Bond is mutilated,
lost, stolen or destroyed. In such cases, the Bondholder must provide the Trustee with evidence satisfactory to
the Trustee that the Bond is mutilated, lost, stolen or destroyed. The Bondholder is responsible for the Trustee's
fees incun'ed in preparing the substitute Bond and for any applicable transfer taxes, In addition, if a Bond is lost,
stolen or destroyed, the Bondholder must indemnify the Trustee with respect to the replacement of such Bond,

Application of Proceeds

The Master Trust Agreement provides for the following alloeation of the initial proceeds from sale of
the Bonds:

(1) deposit, as applicable, to the credit of the Interest Account the accrued interest, if any;

(2) deposit, as applicable, to the credit of the Interest Account an amount equal to the
Capitalized Interest on the Bonds, if any;

(3) deposit, as applicable, to the credit of the Housing Reserve Fund and/or Project Reserve
Fund, the amount necessary to meet the Reserve Fund Requirement as provided in the Supplemental
Trust Agreement; and

(4)
Agreement.

payor deposit the balance of the proceeds as provided in the Supplemental Trust
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Revenues and Funds

Lien on Tax Revenues. The Bauds are secured by a first lien on and pledge of Tax Revenues, which lien
and pledge are created by the Agency's execution of the Master Trust Agreement. The Agency agrees that until
all of the authorized and issued Bonds, and the interest thereon, are paid or deemed to have been paid (except as
otherwise pennitted under the Master Trust Agreement), it will not grant any prior or parity pledge of Tax
Revenues or create any charge or lien on the Tax Revenues ranking prior to the lien created by the Master Trust
Agreement. The Agency may, in its discretion, provide additional security or credit enhancement for specified
Bonds or Series of Bonds with no obligation to provide such additional security or credit enhancement to other
Bonds.

Revenue Fund. The Master Trust Agreement creates the Revenue Fund, into which the Tax Revenues
which are collected shall be paid. The Agency shall cause the Tax Revenues to be collected and paid to the
Trustee for placement in the Revenue Fund.

Debt Service Fund. The Master Trust Agreement creates the Debt Service Fund to be held by the
Trustee, including an Interest Account for each Series of Bonds and a Principal Account for each Series of
Bonds.

Reserve Fund. The Master Trust Agreement also establishes the Reserve Fund, to be held by the
Trustee. Moneys held in the Reserve Fund shall be used for the purpose of paying principal and interest on the
Bonds if the amounts deposited in the Interest Accounts and Principal Accounts, or any of them, are on any date
insufficient to pay in full the interest and/or plincipal or Accreted Value due on such date. The Trustee shall, at
least aunually, detennine the market value of the Reserve Fund. If on any such valuation date, the value of the
Reservc Fund exceeds the Reserve Fund Requirement, the excess over the Reserve Fund Requirement, unless
otherwise provided in a Supplemental Trust Agreement, shall be transferred to the Agency to be used for any
lawful purpose.

Allocation among Funds. Prior to each Interest Payment Date, the Trustee shall withdraw from the
Revenue Fund an amount sufficient to make deposits among the various accounts as follows:

(a) to the Interest Account of the Debt Service Fund an amount (together with any available
moneys in such account) equal to the interest payable on the Outstanding Bonds on such Interest
Payment Date;

(b) to the Principal Account of the Debt. Service Fund an amount (together with any
available moneys in such account) equal to the principal and Accreted Value coming due and payable
(whether by maturity or mandatory sinking fund paymeuts) on the Outstanding Bonds on such Interest
Payment Date;

(c) to the Reserve Fund such portion of the balance, if any, remaining after making the
deposits to the Interest Accounts and Principal Accounts described above to increase the amount on
deposit in the Reserve Fund to an amount equal to the Reserve Fund Requirement; and

(d) any balance for any Bond Year remaining after the foregoing deposits, unless otherwise
provided in a Supplemental Trust Agreement, shall be transferred to the Agency for use by the Agency
for any lawful purpose and will no longer constitute "Pledged Tax Revenues."

Withdrawal from Debt Service Fund. The Trustee shall, on or before such amounts are due, withdraw
from the respective Interest Accounts and Principal Accouuts for each Series of Bonds sufficient amounts to pay
the interest, principal and Accreted Value on each Series of Bonds as those amoUllts shall fall due.

Covenants of the Agency

Punctual Payment. The Agency will punctually payor caused to be paid the principal and Accreted
Value of and interest on the Bonds in strict confonnity with the tenns of the Master Trust Agreement and the
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applicable Supplemental Trust Agreements, and it will faithfully observe and perfonn all of the conditions,
covenants and requirements of the Trust Agreements.

Limitation on Superior Debt. The Agency covenants that it will not issue any bonds, notes or other
obligations, enter into any agreements or otherwise incur any Bonds, advances or indebtedness, which are in any
case secured by a lien on all or any part of the Tax Revenues which is superior to or on a parity with the lien
established under the Master Trust Agreement for security of the Bonds, except for any Parity Bonds permitted
to be issued under the Mastcr Trust Agreement. The Agency covenants that it will not take any action related to
the expenditure of Tax Revenues which would preclude the due and timely payment of principal of Accreted
Value and intcrest on the Bonds and that it will comply with the requirements of Section 33675 of the
Redevelopment Law, including the annual filing of a "statement of indebtedness" with the Auditor-Controller of
the County. Nothing in the Master Trust Agreement is intended or is to be construed in any way to prohibit or
impose any limitations upon the issuance or incUlTence by the Agency of subordinate debt or of indebtedness
payable from Housing Tax Revenues if Housing Tax Revenues are not pledged under the Trust Agreements.

Payment of Claims. The Agency will pay and discharge, or cause to be paid and discharged, any and all
lawful claims for labor, materials or supplies which, if unpaid, might become a lien or charge upon the Tax
Revenues or any part thereof, or upon any funds in the hands of the Trustee, or which might impair the security
of the Bonds; provided, however, that the Agency is not required to make such payment, or cause such payment
to be made, so long as the Agency in good faith contests the validity of said claims.

Books and Accounts: Financial Statements. The Agency will keep, or cause to be kept, proper books of
record and accounts, separate from all other records and accounts of the Agency and the City, in which complete
and conect entries shall be made of all transactions relating to the Redevelopment Project, the Tax Revenues,
the Reserve Fund, the Housing Trust Fund and the Redevelopment Fund. Such books of records and accounts
shall be open at all times during business hours to inspection by the Trustee and the Owners of any Outstanding
Bonds. The Agency will cause to be prepared and sent to the Trustee annually, within 200 days after the close of
each Fiscal Year so long as the Bonds are Outstanding, complete and audited financial statements with respect
to such Fiscal Year showing Tax Revenues. all disbursements from the Revenue Fund and the Redevelopment
Fund and the financial condition of thc Redevclopment Project, including the balances in all funds and accounts
rclating to the Redevelopment Project as of the end of such Fiscal Year, The Agency will furnish a copy of such
statements, upon reasonable request, to any Bond Owner.

Protection of Security and Rights. The Agency will preserve and protect the security of the Bonds and
the rights of the Trustee and the Bond Owners with respect to the Bonds.

Payments of Taxes and Other Charges. The Agency will pay and discharge, or cause to be paid and
discharged, all taxes, service charges, assessments and other govennnental charges which may hereafter be
lawfully imposed upon the Agency or the properties then owned by the Agency in the Redevelopment Project
Area, when the same shall become due. Nothing contained in the Master Trust Agreement shall require the
Agency to make any such payment so long as the Agency in good faith contests the validity of said taxes,
assessments or charges.

Disposition of Property. The Agency will not knowingly participate in the disposition of any land or real
property in thc Redevelopment Project Area to anyone which will result in such property becoming exempt from
taxation because of public ownership or use or otherwise (except property dedicated for public right-of-way and
except property planned for public ownership or use by the Redevelopment Plan in effect on the date of the
Master Trust Agreement), so that such disposition shall, when taken together with other such dispositions,
aggregate more than 10% of the aggregate assessed value in the Redevelopment Project Area. If the Agency
proposes to participate in such a disposition, it shall thereupon appoint an hldependent Redevelopment
Consultant to report on the effect of the proposed disposition. If the Independent Redevelopment Consultant's
report concludes that the security of the Bonds and the rights of the Agency, the Bond Owners and the Trustee
will not be materially impaired by thc proposed disposition (i.e., will not cause Tax Revenues (or the applicable
portion thereof) to fall bclow 125% of Maximum Ammal Debt Service for Bonds payable from such Tax
Revenues and will not impair the Agency's ability to timely repay the Bonds within the Tax Increment
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Limitation), the Agency may thereafter make such disposition. If that report concludes that such security will be
materially impaired by the proposed disposition, the Agency must disapprove the proposed disposition.

Maintenance of Tax Revenues. The Agency shall comply with all requirements of the Redevelopment
Law to ensure the allocation and payment to it of the Tax Revenues, including the timely filing of any required
statements of indebtedness with appropriate State and County officials. The Agency shall not enter into any
amendment of any agreement which would have the effect of reducing the amount of Tax Revenues available to
the Agency for payment of the Bonds, unless the Agency first obtains a report of an Independent
Redevelopment Consultant stating that: (i) the Tax Revenues estimated to be received in the current Bond Year
and in each of the three (3) succeeding Bond Years will be at least equal to 125% of Maximum Annual Debt
Service payable from said Tax Revenues; and (ii) thereafter said amcndment or agreement will not reduce Tax
Revenues below 125% of Maximum Annual Debt Service payable from said Tax Revenues and that the
amendment will not impair the Agency's ability to timely pay the principal of, Accreted Value and interest on
the Bonds throughout the life of the Bonds within the constraints imposed by the Tax Increment Limitation.

Payment of Expenses; Indenmification. The Agency shall pay to the Trustee all compensation for all
services rendered under the Trust Agreements within thirty (30) days of the receipt of an invoice therefor. The
Agency shall indenmify and hold the Trustee and its officers, directors, agents and employees hannless from
any costs, losses, expenses and liabilities the Trustee may incur arising out of or in the exercise and perfonnance
of its powers and duties under the Trust Agreements, excluding any losses, expenses and liabilities which are
due to the negligence or intentional misconduct of the Trustee, its officers, directors, agents or employees. Upon
the occurrence of an Event of Default described under subparagraphs (a), (b) or (c) of "Events of Default"
below, the Trustee shall havc a first lien on the Pledged Tax Revenues and the Reserve Fund to secure the
payment to the Trustee, Registrar and Paying Agent (as those telIDS are defined in the Trust Agreement) of all
fees, costs and expenses, including reasonable compensation to its experts, attomeys and counsel incurred in
declaring such Event of Default and in exercising the rights and remedies set forth in Article VIII of the Master
Trust Agreement.

Redevelopment of Redevelopment Proiect Area The Agency shall ensure that all activities undertaken
by the Agency with respect to the redevelopment of the Redevelopment Project Area are undertaken and
accomplished in confomlity with all applicable requirements of the Redevelopment Plan and the Redevelopment
Law. The Agency covenants to deposit, or caused to be deposits in the Redevelopment Fund all anlOunts when..
as and if regained to be deposited therein pursuant to the Redevelopment Law. The Agency shall take any and
all further actions necessary to enforce the lien and pledge of all Tax Revenues lawfully received by the Agency
from all properties within the Redevelopment Project Area for payment of plincipal of, Accreted Value and
interest on the Bonds to the fullest extent pemlitted by law.

Amendment of Redevelopment Plan. The Redevelopment Plan may be amended as provided in the
Redevelopment Law, but no anlendment shall be made: (i) which would cause, in the Bond Year following such
amendment, Tax Revenues to fall below 125% of Maximum Animal Debt Service payable from such Tax
Revenues; or (ii) which will impair the Agency's ability to timely pay the principal of, Accreted Value and
interest on the Bonds throughout the life of the Bonds within constraints imposed by the Tax Increment
Limitation or otherwise, all as certified by the Iudependent Redevelopment Consultant.

Further Assurances. The Agency will adopt, make, execute and deliver any and all such further
resolutions, instruments and assurances as may be reasonably necessary or proper to carry out the intention, or
to facilitate the perfonnance, of the Trust A~,'Teements and for the better assuring and confinning unto the
Trustee and the Bond Owners of the lights and benefits provided in the Trust Agreements.

Plan Limit. The Agency covenants and agrees to ammally review the total amount of Tax Revenues
remaining available to be received by the Agency under the Tax Increment Limitation, as well as future
cumulative Annual Debt Service.

Additional Disclosure. The Agency covenants and agrees to comply with the applicable provisions of
Rule 15c2-l2 promulgated under the Securities Exchange Act of 1934, as amended, with respect to continuing
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disclosure obligations of issuers of municipal obligations for so long as any Bonds issued under the Trust
Agreements are Outstanding.

Investments

Moneys held by the Trustee in the funds and accounts created under the Trust Agreements shall be
invested and reinvested as directed by the Agency, subject to restrictions otherwise stated in the Trust
Agreements and imposed by State law. Moneys on deposit in the Revenue Fund, Debt Service Fund and
Reserve Fund shall be invested solely in Government Obligations which are unconditionally guaranteed by the
United States of America or in securities or receipts evidencing ownership interests in obligations or specilled
portions of obligations unconditionally !,'Uaranteed by the United States of America and obligations of any
agency or instrumentality of the United States of America backed by the full faith and credit of the United States
of America or in a money market fund in the highest rating category by Moody's and S&P. The maturities of
investments in the Revenue Fund and Debt Service Fund shall not extend beyond the dates when funds are
expected to be needed therefrom to make payments on the Bonds, and maturities of investments in the Reserve
Fund shall not exceed llvc years.

Investments of moneys in any fund or account shall be deemed at all times to be a part of such fund or
account and the interest accruing thereon and any prollt realized fi'om (or any loss resulting from) such
investment shall be credited to (or charged against) such fund or account; provided, however, that if any such
interest or prollt credited to the Reserve Fund would cause that fund to exceed the Reserve Fund Requirement,
the amount in excess of the Reserve Fund Requirement will be transferred to the Revenue Fund.

Defeasance

Bonds or portions thereof (each such portion to be in integral multiples of the Authorized
Denomination) which have been paid in full or which are deemed to have been paid in full shall no longer be
secured by or entitled to the benellts of the Master Trust Agreement, except for the purposes of payment from
moneys or Govel1nnent Obligations held by the Trustee or a Paying Agent for such purposes When all Bonds
which have been issued under the Trust A!,'Teements have been paid in full or are deemed to have been paid in
full, and all other sums payable hereunder by the Agency, including all necessary and proper fees, compensation
and expenses of the Trustee, and Registrar and Paying Agent, have been paid or are duly provided for, then the
right, title and interest of the Trustee in and to the Tax Revenues shall thereupon cease, ternlinate and become
void, and thereupon the Trustee shall execute, acknowledge and deliver to the Agency such instruments of
satisfaction and discharge or release as shall be requisite to evidence such release and such satisfaction and
discharge and (unless otherwise provided in a Supplemental Trust Agreement) shall assign and deliver to the
Agency any property and revenues at the time subject to the Master Trust Agreement which may then be in the
Trustee's possession, except funds or securities in which such funds are invested and held by the Trustee or the
Paying Agents for the payment of the principal of, Accreted Value, premium, if any, and interest on the Bonds.

Events of Default

Each of the following events shall constitute an "Event of Default":

(a) a failure to pay the principal, Accreted Value or premium, if any, on any of the Bonds
when the same shall become due and payable at maturity or upon redemption;

(b) a failure to pay any installment of interest on any of the Bonds when the same shall
become due and payable;

(c) a failure by the Agency to observe and perf01111 any covenant, condition, agreement or
provision (other than the foregoing payment requirements) contained in the Bonds or in the Master
Trust Agreement to be observed or perfo1111ed by the Agency, which failure shall continue for a period
of 60 days after written notice specifying such failure and requesting that it be remedied, shall have been
given to the Agency by the Trustee, which notice may be given at the discretion of the Trustee and shall
be given upon receipt by the Trustee of a written request of Owners of 25% or more of the principal
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amount and Accreted Value of the Bonds then Outstanding, unless the Trustee, or the Trustee and
Owners of Bonds in a principal amount not less than the principal amount of Bonds the Owners of
which requested such notice, shall agree in writing to an extension of such period prior to its expiration;
provided, however, that the Trustee or the Trustee and the Owners of such principal amount of Bonds
shall be deemed to have agreed to an extension of such period if corrective action is initiated by the
Agency within such period and is being diligently pursued;

(d) any proceeding shall be instituted by or with the consent of the Agency for the purpose
of effecting a compromise between the Agency and its creditors or for the purpose of adjusting the
claims of such creditors, pursuant to any federal or State statute now or hereafter enacted, if the claims
of such creditors are under any circumstances payable from Pledged Tax Revenues;

(e) the use of amounts from the Reserve Fund to pay principal, Accreted Value and/or
interest on the Bonds and the failure to restore the amount on deposit in the Reserve Fund to the Reserve
Fund Requirement within one year from the date of such withdrawal;

(f) a failure on the part of the Agency to collect the Tax Revenues or if the Agency diverts
or attempts to divert the Pledged Tax Revenues for any use prior to the deposit of the Pledged Tax
Revenues into the funds and accounts held by the Trustee or there is created a lien on or charge against
the Pledged Tax Revenues or the funds and accounts held by the Trustee under the Agreement for the
benefit of all the Bonds which lien or charge is prior to, or, except to the extent permitted by the Master
Trust Agreement, on a parity with that granted to secure the Bonds; or

(g) the occurrence of any other Event of Default as is provided in a Supplemental Trust
Agreement (see below).

Upon the occurrence and continuance of an Event of Default, the Trustee in its discretion may, and upon
the written direction of the Owners of 25% or more of the principal amount and Accreted Value of the Bonds
then Outstanding and receipt of indemnity to its satisfaction, shall, in its own name and as the Trustee of an
express trust: (i) by mandamus or other action at law or in equity enforce all rights of the Bond Owners, and
require the Agency to carry out any agreements with or for the benefit of the Bond Owners and to perform its
duties under the Redevelopment Law, any other law to which it is subject and the Master Trust Agreement; (ii)
bring suit upon the Bonds; (iii) commence an action or suit in equity to require the Agency to account as if it
were the trustee of an express trust for the benefit of the Bond Owners; or (iv) by action or suit in equity enjoin
any acts or things which may be unlawful or in violation of the rights of the Bond Owners.

No Bond Owner shall have the right to directly institute a suit, action or proceeding on the Bonds unless
such Bond Owner previously gave the Trustee written notice of an Event of Default and also Owners of at least
25% of the principal amount and Accreted Value of the Bonds then Outstanding gave written request to the
Trustee to institute such suit, action or proceeding, and after giving the Trustee a reasonable opportunity to
institute such suit action or proceeding and offering the Trustee indemnity against the costs, expenses and
liabilities to be incurred therein, the Trustee fails to comply with such request within a reasonable time.
Notwithstanding the foregoing, Owners of a majority in principal amount of the Bonds then Outstanding shall
have the right, at any time, by an instrument in writing executed and delivered to the Trustee, to direct the time,
method and place of conducting all remedial proceedings available to the Trustee under the Master Trust
Agreement to be taken in connection with the enforcement of the tenns of that agreement.

Any moneys recovered in any suit, action or proceeding to remedy an Event of Default shall be applied
as follows:

(a) to pay the costs and expenses of the proceedings resulting in the collection of such
moneys and of the expenses, liabilities and advances incurred or made by the Trustee; and

(b) after payment under subparagraph (a), the remainder shall be deposited in the Debt
Service Fund to be applied: (i) first, to the payment of any installments of interest then due, with interest
on overdue installments at the rate per annum borne by the Bonds, in the order of maturity of the
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installments of such interest (such payments shall made ratably if the amount recovered is insufficient to
pay in full any particular installment of interest); and (ii) second, to the payment of unpaid principal and
Accreted Value of any of the Bonds which had become due and, if the amount available is not sufficient
to pay in full Bonds dne on any particular date, together with such interest, then to the payment ratably,
according to the amount of principal and interest due on such date.

Trustee

The Trustee must exercise its powers and duties set forth in the Master Trust Agreement with the same
degree of care and skill as a prudent person would exercise or use under the circumstances in the conduct of
such person's own affairs. The Trustee must have a combined capital (exclusive of borrowed capital) and
surplus of at least $75,000,000 and must be subject to examination by federal or state autbority.

The Trustee may resign by notifying the Agency in writing at least 60 days prior to the proposed
effective date of the resignation. The Agency or the Owners of a majority in principal amount of the Bonds may
remove the Trustee by notice in writing delivered to the Trustee, if (a) the Trustee fails to comply with eligibility
requirements under the Master Trust Agreement; (b) the Trust is adjudged a bankrupt or insolvent; (c) a receiver
or other public official takes charge of the Trustee or its property; (d) the Trustee otherwise becomes incapable
of acting; or (e) the Agency determines that the Trustee's services are no longer satisfactory to the Agency;
provided, however, that the Agency shall have no right to remove the Trustee during any time when an Event of
Default has occurred and is continuing. No resignation or removal shall be effective until a new Trustee has
taken office.

Amendments

The Master Trust Agreement can be amended or supplemented without the consent of or notice to the
Bond Owners as follows:

(a) to provide for the issuance of a Series or multiple Series of Bonds under the provisions
of the Master Trust Agreement and to set forth the terms of such Bonds and the special provisions which
shall apply to such Bonds;

(b) to cure any f01111al defect, omission, inconsistency or ambiguity in the Master Trust
Agreement or any Supplemental Trust Agreement;

(c) to add to the covenants and agreements of the Agency in the Master Trust Agreement or
any Supplemental Trust Agreement other covenants and agreements, or to surrender any right or power
reserved or conferred upon the Agency, which, in the reasonable judgment of the Agency, do not
adversely affect the interests of the Bond Owners;

(d) to confirm any interest of the Trustee in and to the Pledged Tax Revenues or in and to
the funds and accounts held by the Trustee or in and to any other moneys, securities or funds of the
Agency provided pursuant to the Master Trust Agreement or to otherwise add additional security for the
Bond Owners;

(e) to evidence any change made in the terms of any Series of Bonds if such changes are
authorized by the Supplemental Trust Agreement at the time the Series of Bonds is issued and such
change is made in accordance with the terms of such Supplemental Trust Agreement;

(I) to comply with the requirements of the Trust Indenture Act of I 939, as amended;

(g) to modify, alter, amend or supplement the Master Trust Agreement or any
Supplemental Trust Agreement to accommodate interest rate swaps and paired obligations, so long as
the Agency's maximum interest rate and debt service obligations in such transactions do not violate the
provisions of the Master Trust Agreement or do not materially adversely affect the Outstanding Bond
Owners;
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(h) to modify, alter, amend or supplement the Master Trust Agreement or any
Supplemental Trust Agreement in any other respect which, in the reasonable judgment of the Agency, is
not materially adverse to the Bond Owners;

(i) to provide for uncertificated Bonds or for the issuance of coupons and bearer Bonds or
Bonds only registered as to principal;

(j) to qualify the Bonds or a Series of Bonds for a rating or ratings; and

(k) to comply with the requirements of the Code as are necessary, in the opinion of Bond
Counsel, to protcct the exclusion from gross income for federal income tax purposes of the interest on
the Bonds.

Except for the amendments, modifications and supplements pennitted above, and as otherwise stated in
the Master Trust Agreement relative to amendment of a Supplemental Trust Agreement under which a Series of
Bonds was issued, amendment of the Master Trust Agreement or a Supplemental Trust Agreement must be
approved by the Owners of not less than 60% in aggregate principal amount and Accreted Value on the Bonds
then Outstanding. However, the unanimous written consent of all Bond Owners is required for any amendment:
(I) changing the times, amounts or currency of payment of the principal of, Accreted Value or interest on any
Outstanding Bonds, (ii) reducing the principal amount, Accreted Value or redemption price of any Outstanding
Bonds or the rate of interest thereon; (iii) creating a lien (except as otherwise permitted in the Master Trust
Agreement) upon or pledge of the Pledged Tax Revenues ranking prior to or on a parity with the lien created by
the Master Trust Agreement; (iv) creating a preference or priority of any Bond or Bonds over any other Bond or
Bonds (except as to additional security that may be provided for a Series of Bonds); or (v) redncing the
aggregate principal amount and Accreted Valuc of Bonds, the consent of the Bond Owners of which is required
for any such Supplemental Trust Agreement.

FIRST SUPPLEMENTAL TRUST AGREEMENT

The First Supplemcntal Trust Agreement contains provisions generally describing the pledge of
revenues, interest rates and redemption provisions for the Series 1999A Bonds.

SECOND SUPPLEMENTAL TRUST AGREEMENT

The Second Supplemental Trust Agreement contains provisions generally describing the pledge of
revenues, interest rates and redemption provisions for the Series 1999B Bonds.

THIRD SUPPLEMENTAL TRUST AGREEMENT

The Third Supplemental Trust Agreement contains provisions generally describing the pledge of
revenues, interest rates and redemption provisions for the 20 I0 Bonds, which provisions are summarized
generally in the body of the Official Statement.

In addition, the Third Supplemental Trust Agreement contains the following additional provisions
applicable to the 20I0 Bonds.

Definitions

"Permitted Investments" means any ofthe following investments to the extent pennitted by law:

(l) Government Obligations;

(2) Obligations of any state, telTitory or commonwealth of the United States of America or
any political subdivision thereof or any agency or department of the foregoing; provided, that at the time
of their purchase such obligations are rated "AAA" by two Rating Agencies;
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(3) Bonds, notes, debentures or other evidences of indebtedness issued or guaranteed by
any corporation which are, at the time of purchase, rated by each Rating Agency in their respective
highest short-tenn rating eategories, or, if the tenn of sueh indebtedness is longer than three years, rated
"AAA" by two Rating Agencies;

(4) Taxable commercial paper or tax-exempt commercial paper with a maturity of not more
than 270 days, rated at the time of purchase "Al/Pl/Fl" by two Rating Agencies;

(5) Deposit accounts or certificates of deposit, whether negotiable or non-negotiable, issued
by a state or national bank (including the Trustee and its affiliates) or a state or federal savings and loan
association or a state-licensed branch of a foreign bank; provided, however, that such certificates of
deposit or deposit accounts shall be either (a) continuously and fully insured by the Federal Deposit
Insurance Corporation; or (b) have maturities of not more than 365 days (including certificates of
deposit) and are issued by any state or national bank or a state or federal savings and loan association,
the short-tenn obligations of which are rated in the highest short tenn letter and numerical rating
category by two Rating Agencies;

(6) Bills of exchange or time drafts drawn on and accepted by a commercial bank,
otherwise known as bankers acceptances, which bank has short tenn obligations outstanding which are
rated by two Rating Agencies in their respective highest short-tenn rating categories, and which bankers
acceptances mature not later than 180 days from the date ofpurchase.

(7) Any repurchase agreement with any bank or trust company organized under the laws of
any state of the United States or any national banking assoeiation (including the Trustee), or a state
licensed braneh of a foreign bank, having a minimum pennanent capital of one hundred million dollars
($100,000,000) and with short-te11n debt rated by two Rating Agencies in their respective three highest
sh01t-tenn rating categories or any government bond dealer reporting to, trading with, and recognized as
a primary dealer by, the Federal Reserve Bank of New York, which agreement is secured by anyone or
more of the securities and obligations deseribed in clause (1) of this definition, which shall have a
market value (valued at least weekly) not less than 102% of the principal amount of sueh investment
and shall be lodged with the Trustee, the Treasurer or other fiduciary, as a eustodian for the Trustee, by
the bank, trust company, national banking assoeiation or bond dealer exeeuting sueh repurehase
agreement. The entity executing each such repurchase agreement required to be so secured shall furnish
the Trustee with an undertaking satisfactory to it that the aggregate market valnc of all such obligations
securing each such repurchase agreement (as valued at least weekly) will be an amount equal to 102%
the principal amount of such repurchase agreement and the Trustee shall be entitled to rely on each such
undertaking;

(8) Investments in a money market fund, including those of an affiliate of the Trustee rated
"AAAm" or "AAAm-G" or better by S&P and Moody's, investments of which are limited to
investments described in clauses (1), (2) and (7) of this definition.

(9) Certificates, notes, warrants, bonds or other evidence of indebtedness of the State or of
any political subdivision or public agency thereof which are rated in the highest short-tenn rating
category or within one of the three highest long-term rating categories of two Rating Agencies
(excluding securities that do not have a fixed par value and/or whose te11115 do not promise a fixed dollar
amount at maturity or call date);

(10) For amounts less than $10,000, interest-bearing demand or time deposits (including
certificates of deposit) in a nationally or state-chartered bank, or a state or fcderal savings and loan
association in the State, fully insured by the Federal Deposit Insurance Corporation, including the
Trustee or any affiliate thereof;

(11) Investments in taxable money market funds or p01tfolios restricted to obligations with
an average maturity of one year or less and which funds or portfolios are rated in either of the two
highest rating categories by two Rating Agencies or have or are portfolios gnaranteed as to payment of

D-13



principal and interest by the full faith and credit of the United States of America and which may include
funds for which the Trustee, its parent holding company, if any, or any affiliates or subsidiaries of the
Trustee provide investment advisory or other management services;

(12) Investments in the City's pooled investment fund;

(13) Investments in the Local Agency Investment Fund created pursuant to Section 16429.1
of the Govemment Code of the State;

(14) Shares of beneficial interest in diversified management companies investing exclusively
m securities and obligations described in clauses (I) through (II) of this definition and which
companies are rated in their respective highest rating categories by two Rating Agencies or have an
investment advisor registered with the Securities and Exchange Commission with not less than five
years' experience investing in such securities and obligations and with assets under management in
excess of five hundred million dollars ($500,000,000); and

(15) Any guaranteed investment contract, including forward delively agreements ("FDAs")
and forward purchase agreements ("FPAs"), with a financial institution or insurance company which has
at the date of execution thereof an outstanding issue of unsecured, uninsured and unguaranteed debt
obligations or a claims-paying ability rated within the two highest rating categories of two or more
Rating Agencies. Only Permitted Investments described in clause (I) above and having maturities equal
to or less than 30 years from their date of delivery will be considered eligible for any
collateralization/delivery purposes for guaranteed investment contracts, FDAs or FPAs;

(16) Shares in a California common law trust established pursuant to Title I, Division 7,
Chapter 5 of the Govemment Code of the State which consists exclusively of investments permitted by
Section 53601 of Title 5, Division 2, Chapter 4 of the Govemment Code of the State, as it may be
amended.

Supplement to Parity Bonds Test

Section 2.11 (A)(i) of the Agreement is supplemented by adding the following condition to the issuance
of any additional Bonds under the Agreement subsequent to the issuance of the 20I0 Bonds:

"In addition to, and notwithstanding the requirements of Section 2.1 I(A)(i) of the
Agreement, the reference in Section 2.11 "125% of Maximum Annual Debt
Service for all Project Parity Bonds" shall instead be read as "140% of Maximum
Annual Debt Service for all Project Parity Bonds" until such time that a report of
an Independent Redevelopment Consultant is delivered to the Trustee stating that
Project Tax Revenues, based on 85% of the assessed value of the Project Area
for the then current Fiscal Year, is at least 1.00 times the Ammal Debt Service on
Outstanding Project Bonds and Project Parity Bonds."

D-14



APPENDIXE

FORM OF BOND COUNSEL OPINION

2010 A BONDS (TAX-EXEMPT)

_____,2010

Redevelopment Agency of the
City of San Diego
San Diego, California

Redevelopment Agency of the City of San Diego
City Heights Redevelopment Project

Tax Allocation Bonds, 2010 Series A (Tax Exempt)
Ladies and Gentlemen:

We have acted as bond counsel to the Redevelopment Agency of the City of San Diego (the "Agency")
in connection with the issuance by the Agency of $ aggregate principal amount of bonds designated
Redevelopment Agency of the City of San Diego City Heights Redevelopmeut Project Tax Allocation Bonds,
2010 Series A (Tax Exempt) (the "Series 201 OA Bonds"), issued pursuant to the provisions of the Community
Redevelopment Law of the State of California (being Part I of Division 24 of the Health and Safety Code of the
State of California), as amended, and a Master Trust Agreement, dated as of April 1, 1999, by and between the
Agency and U.S. Bank National Association, as trustee (the "Trustee"), as amended and supplemented by the
First Supplemental Trust Agreement, dated as of April 1, 1999, a Second Supplemental Trust Agreement, dated
as of April 1, 1999, and as further amended and supplemented by a Third Supplemental Trust Agreement, dated
as of August 1, 2010 (as so amended and supplemented, the "Trust Agreement"). Capitalized terms not
otherwise defined herein shall have the meanings ascribed thereto in the Trust Agreement.

In such comlection, wc have reviewed the Trust Agreement, the Tax Certificate of the Agency, dated the
date hereof (the "Tax Certificate"), opinions of counsel to the Agency, the Trustee and others, certificates of the
Agency, the Trustee and others, and such other documents, opinions and matters to the extent we deemed
necessary to render the opinions set forth herein.

Certain agreements, requirements and procedures contained or referred to in the Trust Agreement, the
Tax Certificate and other relevant documents may be changed and certain actions (including, without limitation,
the defeasance of the Series 20l0A Bonds) may be taken or omitted under the circumstances and subject to the
ternlS and conditions set forth in such documents. No opinion is expressed herein as to any Series 20 lOA Bond
or the interest thereon if any such change occurs or action is taken or omitted upon the advice or approval of
counsel other than ourselves.

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and court
decisions and cover certain matters not directly addressed by such authorities. Such opinions may be affectcd by
actions taken or omitted or events occurring after the date hereof. We have not undertaken to determine, or to
inform any person, whether any such actions are taken or omitted or events do occur or any other matters come
to our attention after the date hereof. Our engagement with respect to the Series 201 OA Bonds has concluded
with their issuance, and we disclaim any obligation to update this letter. We have assumed the genuineness of all
documents and signaturcs presented to us (whether as originals or as copies) and the due and legal execution and
delivery thereof by, and validity against, any parties other than the Agency. We have assumed, without
undertaking to velify, the accuracy of the factual matters represented, warranted or certified in the documents,
and of the legal conclusions contained in the opinions, referred to in the second paragraph hereof. FurthelIDore,
we have assumed compliance with all covenants and agreements contained in the Trust Agreement and the Tax
Celiificate including (without limitation) covenants and agreements compliance with which is necessary to
assure that future actions, omissions or events will not cause interest on the Series 201 OA Bonds to be included
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in gross income for federal income tax purposes. We call attention to the fact that the rights and obligations
under the Series 20 IOA Bonds, the Trust Agreement and the Tax Certificate and their enforceability may be
subject to bankruptcy, iusolvcncy, reorganization, arrangement, fraudulent conveyance, moratorium and other
laws relating to or affecting creditors' rights, to the application of equitable principles, to the exercise ofjudicial
discretion in appropriate cases and to the limitations on legal remedies against redevelopment agencies in the
State of California. We express no opinion with respect to any indemnification, contribution, penalty, choice of
law, choice of forum, choice of venue, waiver or severability provisions contained in the foregoing documents.
Finally, we undertake no responsibility for the accuracy, completeness or fairness of the Official Statement or
other offering material relating to the Series 2010A Bonds and express no opinion with respect thereto.

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of the
following opinions:

I. The Series 20 IOA Bonds constitute valid and binding limited obligations of the Agency.

? The Trust Agreement has been duly executed and delivered by, and constitutes the valid and
binding obligation of, the Agency. The Trust Agreement creates a valid pledge, to secure the payment of the
principal of and interest on the Series 2010A Bonds, of the Pledged Tax Revenues and any other amounts
(including proceeds of the sale of the Series 20 IOA Bonds) held by the Trustee in any fund or account
established pursuant to the Trust Agreement, except the Rebate Fund, subject to the provisions of the Trust
Agreement pernlitting the application thereof for the purposes and on the teffi1S and conditions set forth in the
Trust Agreement.

3. The Series 20 IOA Bonds are not a lien or charge upon the funds or property of the Agency
except to the extent of the aforementioned pledge. Neither the faith and credit nor the taxing power of the State
of California or of any political subdivision thereof is pledged to the payment of the principal of or interest on
the Series 2010A Bonds. The Series 2010A Bonds are not a debt of the City of San Diego or the State of
California, and said City and said State are not liable for the payment thereof.

4. Interest on the Series 2010A Bonds is excluded fi'om gross income for federal income tax
purposes under Section 103 of the Internal Revenue Code of 1986 and is exempt from State of California
personal income taxes. Interest on the Series 20 IOA Bonds is not a specific preference item for purposes of thc
federal individual or corporate alternative minimum taxes.

5. The different between the issue price of a Series 2010A Bond (the first price at which a
substantial amount of the Series 201 OA Bonds of a maturity are to be sold to the public) and the stated
redemption price at maturity with respect to such Series 201 OA Bond constitutes original issue discount.
Original issue discouut accrues uuder a constant yield method, and original issue discount will accrue to a
Bondowner before receipt of cash attributable to such excludable income. The amount of original issue discount
deemed received by a Bondowner will increase the Bondowner's basis in the applicable Series 2010A Bond.
Original issue discount that accrues to the Bondowner is excluded from the gross income of such owner for
federal income tax purposes, is not an item of tax preference for purposes ofthe federal alternative minimum tax
imposed on individuals and corporations (as described in paragraph 4 above), and is exempt from State of
California personal income tax.

6. The amount by which a Bondowner's original basis for determining loss on sale or exchange in
the applicable Series 2010A Bond (gencrally the purchase price) exceeds the amount payable on maturity (or on
an earlier call date) constitutes amortizable Selies 20 lOA Bond premiunl which must be amortized under
Section 171 of the Code; such amortizable Series 20lOA Bond premium reduces the Bondowner's basis in the
applicable Series 2010A Bond (and the amount of tax-exempt interest received), and is not deductible for
federal income tax purposes. The basis reduction as a result of the amortization of Series 2010A Bond premium
may result in a Bondowner realizing a taxable gain when a Series 2010A Bond is sold by the owner for an
amount equal to or less (under certain circumstances) than the original cost of the Selies 20lOA Bond to the
owner.
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The opinions expressed in paragraphs (4) and (5) above as to the exclusion from gross income for
federal income tax purposes of interest (and original issue discount) on the Series 20 lOA Bonds is subject to the
condition that the Agency complies with all requirements of the Internal Revenue Code of 1986, as amended
(the "Code"), that must be satisfied subsequent to the issuance of the Series 2010A Bonds to assure that such
interest (and original issue discount) will not become includable in gross income for federal income tax
purposes. Failure to comply with such requirements of the Code might cause interest (and original issue
discount) on the Series 2010A Bonds to be included in gross income for federal income tax purposes retroactive
to the date of issuance of the Series 2010A Bonds. The Agency has covenanted to comply with all such
requirements. Except as set forth in paragraphs (4), (5) and (6) above, we express no opinion as to any tax
consequences related to the Series 201 OA Bonds.

Very truly yours,
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2010 B BONDS (TAXABLE)

_______________,2010

Redevelopment Agency of the
City of San Diego
San Diego, California

Redevelopment Agency of the City of San Diego
City Heights Redevelopment Project

Tax Allocation Bonds, 2010 Series B (Taxable)
Ladies and Gentlemen:

We have acted as bond counsel to the Redevelopment Agency of the City of San Diego (the "Agency")
in cmU1ection with the issuance by the Agency of $ aggregate principal amount of bonds designated
Redevelopment Agency of the City of San Diego City Heights Redevelopment Project Tax Allocation Bonds,
2010 Series B (Taxable) (the "Series 2010B Bonds"), issued pursuant to the provisions of the Community
Redevelopment Law of the State of California (being Part I of Division 24 of the Health and Safety Code of the
State of Califomia), as amended, and a Master Trust Agreement, dated as of April I, 1999, by and between the
Agency and U.S. Bank National Association, as trustee (the "Trustee"), as amended and supplemented by the
First Supplemental Trust Agreement, dated as of April I, 1999, a Second Supplemental Trust Agreement, dated
as of April I, 1999, and as further amended and supplemented by a Third Supplemental Trust Agreement, dated
as of August 1, 2010 (as so amendcd and supplemented, the "Trust Agreement"). Capitalized terms not
otherwise defined herein shall have the meanings ascribed thereto in the Trust Agreement.

In such connection, we have reviewed the Trust Agreement, opinions of counsel to the Agency, the
Trustee and others, celiificates of the Agency, the Trustee and others, and such other documents, opinions and
matters to the extent we deemed necessary to render the opinions set fmih herein.

Certain agreements, requiremcnts and procedures contained or referred to in the Trust Agreement and
other relevant documents may be changed and certain actions (including, without limitation, the defeasance of
the Series 2010B Bonds) may be taken or omitted under the circumstances and subject to the terms and
conditions set forth in such documents. No opinion is expressed herein as to any Series 20lOB Bond or the
interest thereon if any such change occurs or action is taken or omitted upon the advice or approval of counsel
other than ourselves.

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and court
decisions and cover certain matters not directly addressed by such authorities. Such opinions may be affected by
actions taken or omitted or events occurring after the date hereof. We have not undertaken to determine, or to
inform any person, whether any such actions are taken or omitted or events do occur or any other matters come
to our attention after the date hereof. Our engagement with respect to the Series 20IOB Bonds has concluded
with their issuance, and we disclaim any obligation to update this letter. We have assumed the genuineness of all
documents and signatures presented to us (whether as originals or as copies) and the due and legal execution and
delivery thereof by, and validity against, any parties other than the Agency. We have assumed, without
undertaking to verify, the accuracy of the factual matters represented, warranted or certified in the documents,
and of the legal conclusions contained in the opinions, refelTed to in the second paragraph hereof. We call
attention to the fact that the rights and obligations under the Series 20 IOB Bonds and the Trust Ab'Teement and
their enforceability may be subject to bankruptcy, insolvency, reorganization, arrangement, fraudulent
conveyance, moratorium and other laws relating to or affecting creditors' rights, to the application of equitable
principles, to the exercise of judicial discretion in appropriate cases and to the limitations on legal remedies
against redevelopment agencies in the State of Califomia. We express no opinion with respect to any
indenmification, contribution, penalty, choice of law, choice of forum, choice of venue, waiver or severability
provisions contained in the foregoing documents. Finally, we U11dertake no responsibility for the accuracy,
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completeness or fairness of the Official Statement or other offering material relating to the Series 201 OB Bonds
and express no opinion with respect thereto.

Based upon our examination of the foregoing, and in reliance thereon, and on all matters of fact as we
deem relevant under the circumstances, and upon consideration of applicable laws, we are of the opinion that:

1. The Series 201 OB Bonds have been duly and validly authorized by the Agency and are valid
and binding special obligations of the Agency and, except as specifically limited in the indenture, payable solely
from Pledged Tax Revenues (as defined in the Trust Agreement) and other sources as and to the extent provided
for in the Trust Agreement. The Series 2010B Bonds are enforceable in accordance with their terms and the
terms of the Trust Agreement, except to the extent that enforceability may be limited by bankruptcy, insolvency,
reorganization, moratorium, frandulent conveyance or transfer or other laws affecting creditors' rights generally
and by the exercise of judicial discretion in accordance with general principles of equity or otherwise in
appropriate cases and by limitations on remedies against public agencies in the State of California.

2. The Trust Agreement has been duly authorized by the Agency, is valid and binding upon the
Agency and is enforceable in accordance with its terms, except to the extent that enforceability may be limited
by bankruptcy, insolvency, reorganization, moratorium, fraudulent conveyance or transfer or other laws
affecting creditors' rights generally and by the exercise of judicial discretion in accordance with general
principles of equity or otherwise in appropriate cases and by limitations on remedies against public agencies in
the State of California..

3. Under existing statutes, regulations, rulings and judicial decisions, interest (and original issue
discount) evidenced by the Series 2010B Bonds is not excluded from gross income for federal income tax
purposes under Section l03 of the 1nternal Revenue Code of 1986, as amended (the "Code").

4. interest (and original issue discount) on the Series 2010B Bonds is exempt from personal
income taxes imposed in the State of California.

5. Except for certain exceptions, the difference between the issue price of a Series 201 OB Bond
(the first price at which a substantial amount of the Series 2010B Bonds ofa maturity is to be sold to the public)
and the stated payment price at maturity with respect to such Series 2010B Bond constitutes original issue
discount. Original issue discount accrues under a constant yield method. The amount of original issue discount
deemed received by a Series 2010B Bond owner wi11 increase the Series 2010B Bond owner's basis in the
applicable Bond.

Except as expressly set forth in paragraphs (3), (4), and (5), we express no opinion regarding any tax
consequences with respect to the Series 201 OB Bonds.

Any federal tax advice contained herein with respect to the Series 2010B Bonds is not intended or
written to be used, and it cannot be used, for the purpose of avoiding penalties under the Code. The federal tax
advice contained herein with respect to the Series 20 lOB Bonds was written to support the promoting and
marketing of the Series 201 OB Bonds. Before purchasing any of the Series 201 OB Bonds, all potential
purchasers should consult their independent tax advisors with respect to the tax consequences relating to the
Series 20 lOB Bonds and the taxpayer's particular circumstances.

We are admitted to the practice of law only in the State of California and our opinion is limited to
matters governed by the laws of the State of California and federal law. We assume no responsibility with
respect to the applicability or the effect of the laws of any other jurisdiction and express no opinion as to the
enforceability of the choice of law provisions contained in the Trust Agreement.

We express no opinion herein as to the accuracy, completeness or sufficiency of the Official Statement
or other offering material relating to the Series 2010B Bonds and expressly disclaim any duty to advise the
Owners of the Series 201 OB Bonds with respect to matters contained in the Official Statement or other offering
material.
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The opinions expressed herein are based upon an analysis of existing statutes, regulations, rulings and
judicial decisions and cover celtain matters not directly addressed by such authorities.

We call attention to the fact that the foregoing opinions may be affected by actions taken (or not taken)
or events occurring (or not occUlTing) after the date hereof. We have not undertaken to determine, or to inform
any person, whether such actions or events are taken (or not taken) or do occur (or do not occur).

Respectfully submitted
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APPENDIXF

FORM OF CONTINUING DISCLOSURE CERTIFICATE

REDEVELOPMENT AGENCY OF
THE CITY OF SAN DIEGO

CITY HEIGHTS REDEVELOPMENT PROJECT
TAX ALLOCATION BONDS

2010 SERIES A (TAX EXEMPT) AND 2010 SERIES B (TAXABLE)

This Continuing Disclosme Certificate, dated as of , 2010 (this "Disclosure Celiificate") is
executed and delivered by the Redevelopment Agency of the City of San Diego (the "Agency") in connection
with the issuance by the Agency of its Redevelopment Agency of the City of San Diego City Heights
Redevelopment Projeet Tax Allocation Bonds, 2010 Selies A (Tax Exempt) and $ Tax
Alloeation Bonds, 2010 Series B (Taxable) (the "Bonds"). The Bonds are being issued pursuant to an a Trust
Agreement dated as of April 1, 1999, as amended and supplemented by a Third Supplemental Trust Agreement,
dated as of August 1, 2010, (together the "Agreements"), between the Agency and the U.S. Bank National
Association, as trustee. In connection therewith, the Ageney eovenants and agrees as follows:

Section I. Pnrpose of the Disclosure Certificate. This Disclosure Certificate is being executed
and delivered by the Agency for the benefit of the holders and beneficial owners of the Bonds and in order to
assist the Paliicipating Undcrwriters in complying with the Rule (as defined herein).

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

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

"Dissemination Agent" shall mean the Agency, acting in its capacity as Dissemination Agent
hereunder, or any successor Dissemination Agent designated in writing by the Agency and which has
filed with the Agency and the Trustee a written acceptance of such designation.

"Listed Events" shall mean any of the events listed in Section 5(a) of this Disclosure Celtificate.

"National Repository" shall meall the Municipal Secmities Rulemaking Board's Electronic
Municipal Market Access (EMMA) system, and any other Nationally Recognized Municipal Securities
fuformation Repository for purposes of the Rule. The National Repositories currently recognized by the
Securities and Exchange Commission are set forth in the SEC website located at http://www.sec.gov
/info/municipal/nrmsir.htm.

"Official Statement" means the Official Statement, dated .__' relating to the Bonds.

"Participating Underwriters" shall mean the original Underwriters of the Bonds required to
comply with the Rule in connection with offering of the Bonds.

"Repository" shall mean the National Repository and each State Repository, if any.

"Rule" shall meall Rule l5c2-l2(b)(5) adopted by the Securities alld Exchange Commission
under the Securities Exchange Act of 1934, as the same may be amended from time to time.

"State Repository" shall mean any public or private repository or entity designated by the State
of Califomia as a state repository for the purpose of the Rule and recognized as such by the Secmities
and Exehange Commission. As of the date of this Disclosure Certificate, there is no State Repository.
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Section 3. Provision of Annual Reports.

(a) The Agency shall, or upon written direction shall cause the Dissemination Agent to, not later
than 270 days after the end of the Agency's fiscal year (which currently ends Jnne 30th), commencing with the
report for the 2009-2010 Fiscal Year, provide to each Repository an Annual Report which is consistent with the
requirements of Section 4 of this Disclosure Certificate. Not later than fifteen (15) Business Days prior to such
date, the Agency shall provide the Annual Report to the Dissemination Agent (if other than the Agency). The
Annual Report may he suhmitted as a single document or as separate documents comprising a package, and may
include hy reference other information as provided in Section 4 of this Disclosure Certificate; provided that the
audited financial statements of the Agency may be submitted separately from the balance of the Annual Report,
and later than the date required above for the filing of the Annual Report if not available by that date. If the
Agency's fiscal year changes, it shall give notice of such change in the same manner as for a Listed Event under
Section 5(c). The Agency shall provide a written certification with each Ammal Report furnished to the
Dissemination Agent to the effect that such Annual Report constitutes the Annual Report required to be
furnished by it hereunder. The Dissemination Agent may conclusively rely upon such certification of the
Agency and shall have no duty or obligation to review such Annual Report.

(b) If the Agency is unable to provide to the Repositories an Annual Report by the date required in
subsection (a), the Agency shall send a notice to the Municipal Securities Rulemaking Board and any
appropriate State Repository.

(c) The Dissemination Agent shall:

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

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

Section 4. Content of Annual Reports. The Agency's Annual Report shall contain or incorporate
by reference the following:

(a) Audited Financial Statements prepared in accordance with generally accepted
accounting principles as promulgated to apply to governmental entities from time to time by the
Governmental Accounting Standards Board. If the Agency's audited financial statements are not
available by the time the Annual RepOli is required to be filed pursuant to Section 3(a), the Annual
Report shall contain unaudited financial statements in a fonnat similar to the financial statements
contained in the final Official Statement, and the audited financial statements shall be filed in the same
mmmer as the Annual Report when they become available.

(b) Financial information and operating data with respect to the Redevelopment Project for
the prior Fiscal Year of the type included in the Official Statement, in the following categories (to the
extent not included in the Agency's audited financial statements): (i) assessed values of the City Heights
Redevelopment Project; (ii) list of top ten largest local secured property taxpayers within the City
Heights Redevelopment Project; (iii) calculation of the debt serviee coverage ratio for such Fiscal Year,
including any Parity Bonds, calculated in the same manner as provided in the Official Statement under
the Section entitled "THE PROJECT - Projeetions of Tax Revenues and Estimated Coverage" and (iv)
a description of outstanding indebtedness payable from Tax Revenues issued during such Fiscal Year.

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

F-2



Section 5. Reporting of Significant Events.

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

(1) Principal and interest payment delinquencies.
(2) Non-payment related defaults.
(3) Unscheduled draws on debt service reserves reflecting financial difficulties.
(4) Unscheduled draws on credit enhancements reflecting financial difficulties.
(5) Substitution of credit or liquidity providers, or their failure to perform.
(6) Adverse tax opinions or events affecting the tax-exempt status of the security.
(7) Modifications to rights of security holders.
(8) Contingent or unscheduled bond calls.
(9) Defeasances.
(10) Release, substitution, or sale ofproperty securing repayment of the securities.
(11) Rating changes.

(b) Whenever the Agency obtains knowledge of the occurrence of a Listed Event, the Agency shall
as soon as possible detennine if such event would be matelial under applicable Federal securities law.

(c) If the Agency determines that knowledge of the occurrence ofa Listed Event would be material
under applicable Federal securities law, the Agency shall promptly file a notice of such occurrence with the
Repositories. Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(8) and (9)
need not be given under this subsection any earlier than the notice (if any) of the underlying event is given to
holders of affected Bonds pursuant to the Indenture.

(d) If the Agency determines that knowledge of the occun'ence ofa Listed Event would be material
under applicable Federal securities law, the Agency shall promptly file a notice of such occurrence with the
Municipal Securities Rulemaking Board and each State Repository. Notwithstanding the foregoing notice of
Listed Events described in subsections (a)(8) and (9) need not be given under this subsection any earlier than the
notice (if any) of the underlying event is given to the holders of affected Bonds pursuant to the Indenture.

Section 6. Termination of Reporting Obligation. The Agency's obligations under this
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all of the
Bonds or upon the delivery to the Agency and the Dissemination Agent (if not the same as the Agency) of an
opinion of nationally recognized bond counsel to the effect that continuing disclosure is no longer required. If
such tennination occurs prior to the final maturity of the Bonds, the Agency shall give notice of such
termination in the same manner as for a Listed Event under Section 5(c).

Section 7. Dissemination Agent. The Agency may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may
discharge any such Dissemination Agent, with or without appointing a successor Dissemination Agent. 'nle
initial Dissemination Agent shall be the Agency. The Dissemination Agent, if other than the Agency, may resign
as Dissemination Agent by providing thirty days written notice to the Agency and the Trustee. The
Dissemination Agent, if other than the Agency, shall not be responsible for the content of any report or notice
prepared by the Agency. The Dissemination Agent, if other than the Agency, shall have no duty to prepare any
information report nor shall the Dissemination Agent be responsible for filing any report not provided to it by
the Agency in a timely manner and in a form suitable for filing.

The Agency may satisfy its obligations hereunder to file any notice, document or information with a
National Repository or State Repository by filing the same with any dissemination agent or conduit, including
any "central post office" or similar entity, assuming or charged with responsibility for accepting notices,
documents or information for transmission to such National Repository or State Repository, to the extent
permitted by the SEC or SEC staff or required by the SEC. For this purpose, pennission shall be deemed to have
been granted by the SEC staff if and to the extent the dissemination agent or conduit has received an interpretive
letter, which has not been revoked, from the SEC staff to the effect that using the agent or conduit to transmit
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infonnation to the National Repository and State Repository will be treated for purposes of the Rule as if such
infonnation were transmitted directly to the National Repository and State Repository.

Section 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the Agency may amend this Disclosure Certificate, and any provision of this Disclosure Certificate
may be waived (provided no amendment that modifies or increases its duties or obligations of the Dissemination
Agent shall be effective without the consent of the Dissemination Agent), provided that the following conditions
are satisfied:

(a) if thc amendment or waiver relates to the provisions of Sections 3(a), 4 or 5(a), it may
only be made in connection with a change in circumstances that arises from a change in legal
requirements, change in law, or change in the identity, nature, or status of an obligated person with
respect to the Bonds, or type of business conducted;

(b) thc undertakings herein, as proposed to be amended or waived, would, in the opinion of
nationally recognized bond counsel, have complied with the requirements of the Rule at the time of the
primary offering of the Bonds, after taking into account any amendments or interpretations of the Rule,
as well as any change in circumstances; and

(c) the proposed amendment or waiver either (i) is approved by holders of the Bonds in the
manner provided in the Indenture for amendments to the Indenture with the consent of holders, or (ii)
does not, in the opinion of nationally recognized bond counsel, materially impair the interests of the
holders or beneficial owners of the Bonds.

If the annual financial infonnation or operating data to be provided in the Annual Report is amended
pursuant to the provisions hereof, the first annual financial information filed pursuant hereto containing the
amended operating data or financial information shall explain, in narrative fonn, the reasons for the amendment
and the impact of the change in the type of operating data or financial infonnation being provided.

If an amendment is made to the undertaking specifying the accounting plinciples to be followed in
preparing financial statements, the annual financial infonnation for the year in which the change is made shall
present a comparison between the financial statements or information prepared on the basis of the new
accounting principles and those prepared on the basis of the fonner accounting principles. The comparison shall
include a qnalitative discussion of the differences in the accounting principles and the impact of the change in
the accounting principles on the presentation of the financial infOlmation, in order to provide infonnation to
investors to enable them to evaluate the ability of the Agency to meet its obligations. To the extent reasonably
feasible, the comparison shall be quantitative. A notice of the change in the accounting principles shall be sent to
the Repositories in the same manner as for a Listed Event under Section 5(c).

Section 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to
prevent the Agency from disseminating any other infOlmation, using the means of dissemination set forth in this
Disclosure Certificate or any other means of communication, or including any other infonnation in any Annual
Report or notice of occurrence of a Listed Event, in addition to that which is required by this Disclosure
Certificate. If the Agency chooses to include any infonnation in any Annual Report or notice of occurrence of a
Listed Event in addition to that which is specifically required by this Disclosure Celtificate, the Agency shall
have no obligation under this Disclosure Certificate to update such infonnation or include it in any future
Atmual Report or notice of occurrence of a Listed Event.

Section 10. Default. In the event of a failure of the Agency to comply with any provision of this
Disclosure Certificate, any Pmticipating Underwriter or any holder or beneficial owner of the Bonds may take
such actions as may be necessary and appropliate, including seeking mandate or specific perfonnance by court
order, to cause the Agency to comply with its obligations under this Disclosure Certificate. A default under this
Disclosure Celtificate shall not be deemed an Event of Default under the Indenture, and the sole remedy under
this Disclosure Certificate in the event of any failure of the Agency to comply with this Disclosure Certificate
shall be an action to compel perfOlmance.
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Section 11. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and the Agency
agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and agents, harmless
against any loss, expense and liabilities which it may incur arising out of or in the exercise or performance of its
powers and duties hereunder, including the costs and expenses (including attorneys fees) of defending against
any claim of liability, but excluding liabilities due to the Dissemination Agent's negligence or willful
misconduct. The Dissemination Agent shall be paid compensation by the Agency for its services provided
hereunder in accordance with its schedule of fees as amended from time to time and shall be reimbursed for all
expenses, legal fees and advances made or incurred by the Dissemination Agent in the performance of its duties
hereunder. The Dissemination Agent shall have no duty or obligation to review any information provided to it
hereunder and shall not be deemed to be acting in any fiduciary capacity for the Agency, the Bondholders, or
any other party. Other than in the case of the negligence or willful misconduct of the Dissemination Agent, the
Dissemination Agent shall not have any liability to the Bondholders or any other party for any monetary
damages or financial liability of any kind whatsoever related to or arising from any breach of any obligation of
the Dissemination Agent. The obligations of the Agency under this Section shall survive resignation or removal
of the Dissemination Agent and payment of the Bonds.

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

REDEVELOPMENT AGENCY OF THE
CITY OF SAN DIEGO

By: -------------
Its:
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APPENDIXG

BOOK-ENTRY ONLY SYSTEM

THE INFORMATION IN THIS APPENDIX G HAS BEEN PROVIDED BY THE DEPOSITORY
TRUST COMPANY ("DTC"), NEW YORK, NEW YORK, FOR USE IN SECURITIES OFFERING
DOCUMENTS, AND THE AGENCY TAKES NO RESPONSIBILITY FOR THE ACCURACY OR
COMPLETENESS THEREOF. THE AGENCY CANNOT GIVE ANY ASSURANCES THAT DTC, DTC
PARTICIPANTS OR INDIRECT PARTICIPANTS WILL DISTRIBUTE THE BENEFICIAL OWNERS
EITHER (A) PAYMENTS OF INTEREST, PRINCIPAL OR PREMIUM, IF ANY, WITH RESPECT TO THE
BONDS OR (B) CERTIFICATES REPRESENTING OWNERSHIP INTEREST IN OR OTHER
CONFIRMATION OF OWNERSHIP INTEREST IN THE BONDS, OR THAT THEY WILL SO DO ON A
TIMELY BASIS OR THAT DTC, DTC DIRECT PARTICIPANTS OR DTC INDIRECT PARTICIPAl\JTS
WILL ACT IN THE MANNER DESCRIBED IN THIS OFFICIAL STATEMENT.

1. DTC will act as securities depository for the Bonds (the "Securities"). The Securities will be
issued as fully-registered securities registered in the name of Cede & Co. (DTe's partnership nominee) or such
other name as may be requested by an authorized representative of DTC. One fully-registered Security
certificate will be issued for each maturity of the Securities, in the aggregate principal amount of such issue, and
will be deposited with DTC.

2. DTC, the world's largest depository, is a limited purpose trust company organized under the
New York Banking Law, a "banking organization" within the meaning of the New York Banking Law, a
member of the Federal Reserve System, a "clearing corporation" within the meaning of the New York Uniform
Commercial Code, and a "clearing agency" registered pursuant to the provisions of Section 17A of the
Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 2 million issues of U.S. and
non-U.S. equity issues, corporate and municipal debt issues, and money market instruments from over 85
countries that DTe's participants ("Direct Participants") deposit with DTC. DTC also facilitates the post-trade
settlement among Direct Participants of sales and other securities transactions in deposited securities, through
electronic computerized book-entry transfers and pledges between Direct Participants' accounts. This eliminates
the need for physical movement of securities certificates. Direct Participants include both U.S. and non-U.S.
securities brokers and dealers, banks, trust companies, clearing corporations, and certain other organizations.
DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation ("DTCC"). DTCC, in turn,
is owned by a number of Direct Participants of DTC and Members of the National Securities Clearing
Corporation, Government Securities Clearing Corporation, MBS Clearing Corporation, and Emerging Markets
Clearing Corporation, (NSCC, GSCC, MBSCC, and EMCC, also subsidiaries ofDTCC), as well as by the New
York Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of Securities
Dealers, Inc. Access to the DTC system is also available to others such as both U.S. and non-U.S. securities
brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a custodial
relationship with a Direct Participant, either directly or indirectly ("Indirect P31iicipants"). DTC has Standard &
Poor's highest rating: AAA. The DTC Rules applicable to its Particip311ts are on file with the Securities and
Exchange Commission. More information about DTC can be found at www.dtcc.com.

3. Purchases of Securities under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Securities on DTC's records. The ownership interest of each actual purchaser
of each Security ("Beneficial Owner") is in turn to be recorded on the Direct and Indirect P31iicipants' records.
Beneficial Owners will not receive written confirmation from DTC of their purchase. Beneficial Owners are,
however, expected to receive written confirI11ations providing details of the transaction, as well as periodic
statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered
into the transaction. Transfers of ownership interests in the Securities are to be accomplished by entJies made on
the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not
receive certificates representing their ownership interests in Securities, except in the event that use of the book
entry system for the Securities is discontinued.

4. To facilitate subsequent transfers, all Secmities deposited by Direct Participants with DTC are
registered in the name of DTC's partnership nominee, Cede & Co., or such other name as may be requested by
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an authorized representative of DTC. The deposit of Securities with DTC and their registration in the name of
Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership. DTC has no
knowledge of the actual Beneficial Owners of the Securities; DTC's records reflect only the identity of the
Direct Participants to whose accounts such Securities are credited, which mayor may not be the Beneficial
Owners. The Direct and Indirect Participants will remain responsible for keeping account of their holdings on
behalf of their customers.

5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners
will be governed by arrangements among them, subject to any statutory or regulatory requirements as may be in
effect from time to time.

6. Redemption notices shall be sent to DTC. If less than all of the Securities within an issue are
being redeemed, DTC's practice is to detennine by lot the amount of the interest of each Direct PaIiicipant in
such issue to be redeemed.

7. Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
Securities unless authorized by a Direct Participant in accordance with DTC's Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to the issuer as soon as possible after the record date. The Omnibus
Proxy assigns Cede & CO.'s consenting or voting rights to those Direct ParticipaIlts to whose accounts Securities
are credited on the record date (identified in a listing attached to the Omnibus Proxy).

8. Redemption proceeds, distributions, and dividend payments on the Securities will be made to
Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC's
practice is to credit Direct Participants' accounts upon DTC's receipt of funds and cOll'esponding detail
infonnation from the issuer or the paying agent or bond trustee, on payable date in accordance with their
respective holdings shown on DTC's records. Payments by PaIiicipants to Beneficial Owners will be governed
by standing instructions and customary practices, as is the case with securities held for the accounts of
customers in bearer form or registered in "street name," aIld will be the responsibility of such Participant and not
of DTC nor its nominee, the paying agent or bond trustee, or the issuer, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of redemption proceeds, distributions, and
dividcnd payments to Cede & Co. (or such other nominee as may be requested by an authorized representative
of DTC) is the responsibility of the issuer or the paying agent or bond trustee, disbursement of such payments to
Direct Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial
Owners will be the responsibility of Direct and Indirect Participants.

NEITHER THE AGENCY NOR THE TRUSTEE WILL HAVE ANY RESPONSIBILITY OR
OBLIGATION TO DTC PARTICIPANTS, I!'.1J)IRECT PARTICIPANTS FOR BENEFICIAL OWNERS
WITH RESPECT TO THE PAYMENTS ON THE BONDS OR THE PROVIDING OF NOTICES TO DTC
PARTICIPANTS, INDIRECT PARTICIPANTS OR BENEFICIAL OWNERS OR THE SELECTION OF
BONDS FOR REDEMPTION.

9. DTC may discontinue providing its services as depository with respect to the Securities at any
time by giving reasonable notice to the issuer or the paying agent or bond trustee. Under such circumstances, in
the event that a successor depository is not obtained, Security certificates are required to be printed and
delivered.

10. The Agency may decide to discontinue use of the system of book-entry transfers through
DTC (or a successor securities depository). In that event, Security certificates will be printed and delivered.
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