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PRELIMINARY OFFICIAL STATEMENT DATED , 2010
NEW ISSUE - Book-Entry Only RATINGS: Standard & Poor’s:
Moody’s:

(See “RATINGS”)

In the opinion of Best Best & Krieger LLP, Bond Counsel to the Agency, based upon an analysis of existing laws, regulations, rulings and
court decisions, and assuming, among other matters, the accuracy of certain representafions and compliance with certain covenants, interest on the
2010 Bonds is excluded from gross income for federal income tax purposes under Secfion 103 of the Infernal Revenue Code of 1986 and is exempt
Jfrom State of California personal income taxes. In the further opinion of Bond Counsel, interest on the 2010 Bonds is nof a specific preference item
Jor purposes of the federal individual or corporate alternative minimum taxes. Bond Counsel expresses no opinion regarding any other fax
consegquences related to the ownership or disposition of, or the acerual or receipt of interest on, the 2010 Bonds.

REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO
$ "
Naval Training Center Redevelopment Project
Tax Allocation Bonds
2010 Series A

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

The Redevelopment Agency of the City of San Diego (the “Agency™} is issuing the Naval Training Center Redevelopment Project
Tax Allocation Bends, 2010 Series A (the “2010 Bonds™).

Aurhority for Issuance. The 2010 Bonds are being issued in accordance with a Trust Indenture dated as of August 1, 2010, (the
“Indenture”}, by and between the Agency and 1.8, Bank National Association, as trustee (the “Trustee™), and a resclution of the Agency
adopted on 1, 2010. The 2010 Bonds will be sold by the Agency to the Public Facilities Financing Authority of the City of
San Diego {the “Authority™) for concurrent resale to the Underwriters.

Bond Terms: Book-Enrry Only. The 2010 Bonds wilt be issued and delivered as fully registered bonds without coupons, and
when delivered, wiil 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 inr turn 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 | and September 1, commencing
March 1, 2011,

Use of Proceeds. The proceeds of the 2010 Bonds will be used to (i) repay a certain bank line of credit of the Agency; (i) finance
a portion of the costs of redevelopment activities within the Naval Training Center Redevelopment Project; (iif) provide for a reserve fund;
and {iv) pay the costs of issuing the 2010 Bonds. See “FINANCING PLAN.”

Security for the 2010 Bonds. The 2010 Bonds are special obligations of the Agency payable from and secured by Tax Revenues
{as defined herein). Tax Revenues are tax increment allocated to the Agency from the Naval Training Center Redevelopment Project
excluding those moneys that the Agency is obligated to deposit inte its Low and Mederate Income Housing Fund, and excluding moneys
which are allocable to other taking agencies under the Redevelopment Law. 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 Hable for, the principal of]
premium (if any) or interest on the 2010 Bonds. See “SECURITY FOR THE 2010 BONDS.”

[INSURANCE LANGUAGE AND LOGO]

Future Parity Obligations. 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”.

Redemption. The 2010 Bonds are subject to optional redemption and mandatory sinking fund redemption prior fo 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 20610 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 2016 BONDS ARE LiABLE PERSONALLY ON THE 2010
BONDS BY REASON OF THEIR ISSUANCE. THE AGENCY HAS NO TAXING POWER.

* Preliminary, subject to change.



MATURITY SCHEDULE
{see inside cover)

This cover page contains certain information 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 he considered in evaluating the investment guality 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 201G Bonds, in
book-entry form, will be available for delivery on or about , 20100

[De La Rosa & Co. Logo] - [Piper Jaffray & Co. Logo]

The date of this Official Statement is 2010



MATURITY SCHEDULE*
(Base CUSIP:t )

$ Serial Bonds

Maturity Date Principal Interest
Rate Yield

(September 1) Amount

% Term Bond due September 1, 20, Price: % CUSIP:}

CUSsipy

T Copyright 2010, American Bankers Association. CUSIP data herein are provided by 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 responsibility for the accuracy of

these CUSIP data.

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

No Offering May Be Made Except by this Official Statement. No dealer, broker, salesperson or
other person has been authorized to give any information 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 information
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, create 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 2010 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 information contained in this Official Statement has
been obtained from sources that are believed to be reliable, but this information is not guaranteed as to
accuracy or completeness.

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

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

Bonds are Exempt from Securities Laws Registration. The issuance and sale of the 2610 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){(12) of the Securities Exchange Act of
1934,

Estimates and Projections. Certain siatements included or incorporated by reference in this
Official Statement constitute “forward-looking statements” within the meaning of the United States Private
Securities Litigation Reform Act of 19935, 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 terminology used such as “plan,” “expect,” “estimate,” “budget™ 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,
PERTFORMANCE 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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OFFICTAL STATEMENT
REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO

$ *
Naval Training Center Redevelopment Project
Tax Allocation Bonds
2010 Series A

INTRODUCTION

This Official Statement, including the cover page and the attached appendices, provides information
regarding the issuance by the Redevelopment Agency of the City of San Diego (the “Agency™) of the bonds
captioned above (the “2010 Bonds™). The 2010 Bonds will be sold by the Agency to the Public Facilities
Financing Authority of the 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, constituiing 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 of the Agency adopted on , 2010,

The 2010 Bonds will be issued under a Trust Indenture, dated as of August 1, 2010, (the “Indenture™),
by and between the Agency and U.S. Bank National Association (the “Trustee™).

Purpose of Issuance

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

. To provide for a reserve fund.
. To pay the costs of issuing the 2010 Bonds.
. To repay an outstanding bank line of credit from San Diego National Bank for the Naval

Traiming Center Redevelopment Project.

. To finance certain redevelopment activities within the Naval Training Center Redevelopment
Project.

Security for the 2010 Bonds

Security for the 2010 Bonds. The 2010 Bonds are limited obligations of the Agency secured by a
pledge of and first lien on “Tax Revenues.” Tax Revenues is, in general, defined in the Indenture as tax
increment revenues derived from the Naval Training Center Redevelopment Project, pursuant to the
Redevelopment Law, but excluding those funds which must be deposited in the Agency’s Low and Moderate
Income Housing Fund and exciuding those moneys which allocable to other taxing agencies pursuant to
statutory tax sharing payments under the Redevelopment Law.

" Preliminary, subject to change.



Future Parity Obligations. The Agency is permitted under the Indenture 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 projects 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 equalized 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
incwred in financing or refinancing a redevelopment project. No less than 20% of taxes allocated to a
redevelopment agency (i.¢, the Housing Set-Aside) must be set aside in a separate fund to develop and maintain
low- and moderate-income housing in the City. Redevelopment agencies themselves have no taxing power.

Tax Revenues which secure the 2010 Bonds consist solely of the tax increment, less the Housing Set-
Aside and less that portion of tax increment allocated to other taxing agencies as a result of statutory pass
throughs.

The City and the Agency

The City. The City of San Diego (the “City”) is located in the County of San Diego (the “County™). The
City encompasses approximately 342 square miles in the western portion of San Diego County. The City is the
county seat of the County. The January 1, 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, approved by the voters on June 8, 2010. The Mayor is elected at targe to
serve a four vear term., Eight council members are elected by districts, for four-vear staggered terms. The
Council is presided by the Council President, who is selected by a majority vote of the Council. Under the
Strong-Mayor form of government, the Mayor is the Chief Executive Officer of the City and has direct oversight
over all City functions and services except for the City Council, Personnel, City Clerk, Independent Budget
Analyst (IBA), City Attorney, and City Auditor departments. Under this form of government, the City Council
is compased 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 except for certain ordinances including emergency declarations and the City’s annual Salary
and Appropriations Ordinances. The City Council may override a Mayoral veto with five votes. The City
Attorney, who is elected for a four-year term, serves as the chief legal advisor of and attorney 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 Jane 2010 ballot to allow voters to decide whether the
Strong-Mayor form of government shouid 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 three separate and distinet organizations: Centre City Development Corporation,
Southeastern Economic Development Corporation and the Redevelopment Division of the City’s City Planning
& Community Investment Department. The Redevelopment Division performs general administration for the
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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 Sazn Ysidro.

The Authority. The Authority is a public agency duly organized and existing pursuant fo a Second
Amended and Restated Joint Exercise of Powers Agreement, dated as of October 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 California, The members of the
governing Commission of the Authority consist of the City Treasurer, the Assistant Executive Director of the
Agency and three members of the public who arc 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 generally 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 {0 be materially different
from any future results, performance 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 whele 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 15¢2-12(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. Begimming in March 2004, the Agency failed to comply with vartous 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 Agency was
current with its filings and is in compliance with ifs continuing disclosure obligations, See “CONTINUING
DISCLOSURE? herein.

2006 SEC Order and Related Matters

SEC Order. On November 14, 2006, the City entered mnto 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 of municipal 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 information 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 internal controls with respect to bond offerings, including
disclosures made in its financial statements. The Order settled all claims between the City and the Commission
with respect to the alleged violations of the federal securities laws in 2002 and 2003. On January 16, 2007, the
City retained Staniey Keller of the law firm of Edwards Angell Palmer & Dodge, LLP to serve as independent
consultant (the “Independent Consultant™). The Independent Consultant was required to conduct annual reviews
of the City’s policies, procedures and internal 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 terms used in this Official Statement are set forth in “APPENDIX D -
SUMMARY OF TRUST INDENTURE.” This Official Statement contains brief descriptions of, among other
things, the 2016 Bonds, the Indenture, the Agency and the Naval Training Center Redevelopment Project. 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 2010 Bonds are
qualified in their entirety by reference to the forms of Bond included in the Indenture. Copies of the Indenture
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, California, is acting as fiscal consultant to the
Agency and has prepared an analysis of taxable values and fax increment revenue with respect to the Naval
Training Center Redevelopment Project. See APPENDIX 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 E.J.
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 1s contingent upon issuance of the 2010 Bonds.

FINANCING PLAN
The Redevelopment Projects

The Agency expects to use certain proceeds of the 2010 Bonds to finance the following redeveloprient
activities of benefit to the Naval Training Center Redevelopment Project:

. Rehabilitation of Agency-owned historic buildings in Naval Training Center Civic, Arts &
Culture Center

i Amendment to the Naval Training Center Park General Development Plan to include the boat
channel shoreline design and improvements

. Design, construction, installation of piﬁ)iic improvements within the Redevelopment Project



The Bank Lines of Credit

The Agency will also use a portion 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 redevelopment activities
for the Naval Training Center Redevelopment Project. The Bank line of credit was obtained under a credit
agreement between the Agency and the Bank entered into on Faly 26, 2007, as amended and extended in July,
2010, and is in the following outstanding amount:

Project Area Bank Line of Credit Amount Drawn
Naval Training Center $16,000,000 $12,211,076

Estimated Sources and Uses of Funds
The following is a table of estimated sources and uses of funds with respect to the 2010 Bonds.
Sources:

Par Amount
Plus: Other Available Moneys
[Less: Original Issue Discount/Plus: Original Issue Premium]

Total Sources

Uses:

Costs of Issuance'”

Deposit to Reserve Account

Pay o Bank to repay Line of Credit
Deposit to Redevelopment Fund

Total Uses

Y Includes Underwriter’s discount, fees and expenses of bond counsel, disclosure counsel, frustee and escrow agent fees

and expenses, [Insurance premium], costs of printing the preliminary and fina] official statement and rating agency
fees.

THE 2010 BONDS
Description

The 2016 Bonds will be issued in fully registered form without coupons in denominations of $5,000 or
any integral multiple of $5,000.

The 2010 Bonds will be 1ssued only as one fully registered bond for each maturity, in the name of Cede
& Co., as nominee of The 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 comprised 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 March 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 Indenture. 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 befere 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 defauit, the 2010 Bond shall bear interest from the Tnterest Pavment
Date to or for which interest has been paid.

Redemption

Optional Redemption. The 2010 Bonds maturing on or before September 1, 2020, are not subject to
redemption prior to maturity. The 2010 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 determined by the Agency, and by lot within each maturity (each 2010 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 2 redemption price for each redeemed Bond equal to
the principal amount thereof, with accrued interest to the date of redemption, without premium.

Sinking Fund Redemption. The 2010 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 accrued interest to the date fixed for redemption, without premium, in the
aggregate respective principal amounts and on the dates set forth below:

2010 Term Bond Pue September 1,

Payment Date

(September 1) Amount

2010 Term Bond Due Sentember 1

Payment Date

(September 1) Amount

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

Open Market Purchase of 2010 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.



Noftice 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 such 2010 Bonds are
selected for redemption.

Each notice of redemption must (a) state the redemption date; (b) state the redemption price; (¢) state
the place or places of redemption; (d) state the CUSIP numbers of the 2010 Bonds te 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
part only, the respective portions of the principal amount thereof to be redecmed; (€) 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 () require that such 2010 Bonds
be then surrendered, with a written instrument of transfer duly executed by the Owner thereof or by his attorney
duly authorized 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 Trusice will
not maii 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, 1f 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 surrendered.

Effect 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 accrue on such 2010 Bonds called for redemption from and after the redemption date specified i such
notice.

All 2010 Bonds so redeemed will be canceled 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.



Debt Service Schedule
The following table sets forth annual debt service on the 2010 Bonds.
Naval Training Center Redevelopment Project

Tax Allocation Bonds 2010 Series A
Debt Service Schedule

Year Ending
(September 1) Principal Interest

Total



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 Indenture, the 2010 Bonds (and any Parity Bonds) are secured by:

. a first lien and pledge of ali of the Tax Revenues,

. a pledge of all of the moneys in the Special Fund, the Bond Fund, the Interest Account, the
Principal Account, the Reserve Account and the Redemption Fund, and

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

As provided in the Redevelopment Plan, and in Article 6 of Chapter 6 of the Redevelopment Law and
Section 16 of Article XVI of the Constitution of the State of California, taxes levied upon taxable property in a
Redevelopment Project Area each year by or for the benefit of the State of California, any city, county, city and
county, district, or other public corporation for fiscal years beginning after the effective date of the ordinance
approving a Redevelopment Plan shall be divided as follows:

1. 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 Redevelopment Project Area as shown upen 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 ordinance approving the Redevelopment Plan shall be allocated to, and when collected shall
be paid into the funds of the respective taxing agencies as faxes by or for said taxing agencies on all
other property are paid; and

2. Except for taxes which are attributable to a tax levy by a taxing agency for the purpose
of producing revenues to repay bonded indebtedness approved by the voters of the taxing agency on or
after January 1, 1989, which shall be allocated to and when collected shall be paid to the applicable
taxing agency, that portion of levied taxes each year in excess of such amount will be allocated to, and
when collected, will be paid to the Agency to pay the principal of and nterest on foans to, money
advanced to, or indebtedness incurred by the Agency to finance redevelopment projects.

Pledge of Tax Revenues

‘The 2010 Bonds (and any Parity Bonds) are secured by a first pledge of and lien on “Tax Revenues”,
which consists of that portion of taxes annually allocated to the Agency with respect to the Naval Training
Center Redevelopment Project following the Closing Date pursuant to Article 6 of Chapter 6 (commencing with
Section 33670) of the Redevelopment Law and Section 16 of Article X VI of the Constitution of the State and as
provided in the Redevelopment Plan, including all payments, subventions and reimbursements (if any) to the
Agency specificaily attributable to ad valorem taxes lost by reason of tax exemptions and tax rate limitations,
but excluding {a) all amounts that are required to be deposited into the Low and Moderate Income Housing Fund
of the Agency in any Fiscal Year pursnant to Sections 33334.2 and 33334.3 of the Redevelopment Law, and (b)
all amounts required to be paid to entities other than the Agency pursuant to stafutory tax-sharing arrangements
pursuant to Section 33607.5 of the Redevelopment Law,

Special Fund; Deposit of Tax Revenues
The Agency holds a special fund known as the “Special Fund” (the “Special Fund™). The Agency is
required to deposit all of the Tax Revenues received in any Bond Year in the Special Fund; provided, that the

Agency will not he obligated to deposit in the Special Fund in any Bond Year an amount of Tax Revenues
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which, together with other available amounts i the Special Fund exceeds the amounts required to be transferred
to the Trustee for deposit in the Interest Account, Principal Account and the Reserve Account in such Bond
Year.

On or before the fifth day immediately preceding each Interest Payment Date, the Agency will transfer
from the Special Fund to the Bond Fund an amount equal to the principal and interest owing on the 2010 Bonds
on such Interest Payment Date and an amount, if any, necessary to increase the amount in the Reserve Account
to the Reserve Requirement. Any Tax Revenues received by the Agency during any Bond Year in excess of the
amounts required to be transferred to the Trustee for deposit into the Interest Account, the Principal Account and
the Reserve Account in such Bond Year will be released from the pledge and Len of the Indenture and may be
used for any lawful purposes of the Agency.

Additional Debt

Issuance of Future Parity Bonds. The Agency has covenanted not to issue obligations with a lien on
Tax Revenues senior to the lien of the 2010 Bonds. However, in addifion to the 2010 Bonds, the Indenture
authorizes the Agency to incur additional obligations payable from Tax Revenues equally and ratably with the
2010 Bonds (“Parity Bonds™), subject to the conditions set forth in the Indenture, including the following (see
APPENDIX D - SUMMARY OF TRUST INDENTURE?” for a more complete summary of the conditions for
issuance of Parity Bonds): '

{(a) No Event of Default under the Indenture shall have occurred and be continuing;

() The Agency shall deliver a certificate to the Trustes stating that Tax Revenues to be
allocated and paid to the Agency in each Fiscal Year during the term of the Parity Bonds, pius at the
option of the Agency the Additional Allowance, as set forth in the certificate of the Agency taking into
account all Redevelopment Plan limitations, tax sharing agreements and other factors which would
cause a reduction in Tax Revenues in any future Fiscal Year, will be at least equal to 125% of the
Annual Debt Service coming due and payable in the corresponding Fiscal Year on all Bonds which will
be Outstanding following the issuance of such Parity Bonds;

(c) The Agency shall certify to the Trustee that the issuance of such Parity Bonds shall not
cause the Agency to exceed any applicable {imitations under the Redevelopment Plan. Without limiting
the generality of the foregoing, the Agency may not issue any Parity Bonds in the event and to the
extent that either:

(i) the aggregate amount of debt service on all outstanding obligations of the
Agency, including such Parity Bonds, exceeds the aggregate amount of Tax Revenues which
are eligible under the Redevelopment Plan to be allocated and paid to the Agency during the
period while such outstanding obligations remain outstanding, or

(ii) the aggregate principal amount of all outstanding obligations of the Agency,
including such Parity Bonds, exceeds any applicable limit in the Redevelopment Plan on the
aggregate principal amount of indebtedness which the Agency is permitted to have outstanding
at any one time;

(d) The Suppiemental Indenture authorizing the issuance of Parity Bonds shall provide that
(i) interest on such Parity Bonds shall be calculated at a fixed interest rate if the Agency determines in
such Supplemental Indenture that it is to be paid on a current basis, shall be payabie on March 1 and
September 1 in each year of the term of such Parity Bonds except the first twelve-month period during
which interest may be payable on any March 1 or September 1, and (i) the principal of such Parity
Bonds shall be payable on September 1 in any vear, as determined by the Agency, in which principal is
payable;
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(e) Money shall be deposited in the Reserve Account or in a subaccount therein (or a
Qualified Reserve Account Credit Instrument provided) in an amount sufficient to increase the amount
on deposit in the Reserve Account to an amount equal to the Reserve Requirement for all outstanding
Bonds, including such Parity Bonds; and

(f) The Agency shall deliver {0 the Trustee a certificate of the Agency certifying that the
conditions precedent {o the issuance of such Parity Bonds set forth in the Indenture have been satisfied
and that the deposit into the Reserve Account as set forth above has been made.

For the purposes of the calculation of the coverage requirements with respect to the issuance of Parity
Bonds, Outstanding Bonds and Parity Bonds shall not include a principal amount of such Parity Bonds,
determined on such basis among maturities as the Agency may determine, equal to the proceeds of such Parity
Bonds to be deposited in an escrow fund established for such Parity Bonds (the “Escrowed Bonds™), provided
that the Supplemental Indenture authorizing the issuance of such Parity Bonds shall provide that:

(1 Such proceeds shall be invested in Permitted Investments, and an amount equal fo the
difference between the projected interest earnings on such proceeds and the interest due on the
Escrowed Bonds shall be deposited in the Interest Account so as to pay interest on the Escrowed Bonds
as it becomes due and payable;

2) Moneys may be transferred from the escrow fund established for the Escrowed Bonds
only if a Tax Revenue Certificate establishes that the amount of Tax Revenues, after the proposed
transfer date of such Parity Bonds to be allocated and paid to the Agency in each Fiscal Year during the
term of the Parity Bonds as projected by a Redevelopment Consultant taking into account all
Redevelopment Plan limitations, tax sharing agreements and other factors which would cause a
reduction in Tax Revenues in any future Fiscal year, will be at least equal to 125% of the Annual Debt
Service coming due and payable in the corresponding Fiscal Year on all Bonds and Senior Bonds
calculated in the manner set forth in (b) above (excluding the remaining Escrowed Bonds) which will be
Outstanding following such transfer date;

3) The Agency shall provide to the Trustee a certification with respect {o the matiers set
forth in subsections (b), (¢) and (e) above, provided that such certification shall include the Escrowed
Bonds allocable to such moneys so transferred from such escrow fund; and

4 Such Parity Bonds shall be redeemed from moneys remaining on deposit in the escrow
fund established for the Escrowed Bonds at the expiration of a specified escrow period in such manner
as may be determined by the Agency in the Supplemental Indenture;

Any computations establishing that debt service coverage is sufficient to support the issuance of Parity
Debt or that requisite debt service savings are available to support the issuance of refunding bonds shall, in all
cases, be evidenced by a certificate of an Independent Certified Public Accountant or an Independent Financial
Consultant.

In addition, the Agency must provide an opinion of Bond Counsel that the execution of the
Supplemental Indenture has been duly authorized by the Agency in accordance with the Indenture; that the
Parity Bonds, when duly executed by the Agency and authenticated and delivered by the Trustee, will be legally
valid and binding limited obligations of the Agency; and that the issuance of the Parity Bonds will not in and of
itself impair the exclusion for federal income tax purposes of interest on any (tax-exempt) Outstanding Bonds.

Issuance of Subordinate Debt. In addition, the Agency may issue or incur obligations payable from
Tax Revenues on a subordinate basis to the pledge of Tax Revenues to the repayment of the 2010 Bonds or
Parity Bonds so long as (i) following an Event of Default under this Indenture, no Subordinate Debt shall be
paid prior to the 2010 Bonds or any other Parity Debt in any fiscal year of the Agency, and (ii) if the holder of
any Subordinate Debt is a commercial bank, savings bank, savings and loan association or other financial
mstitution which is authorized by law to accept and hold deposits of money or issue certificates of deposit, such
holder must agree to waive any common law or statutory right of sefoff with respect to any deposits of the
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Agency maintained with or held by such holder. See APPENDIX D - “SUMMARY OF TRUST
INDENTURE".

“Annual Debt Service” means, for each Fiscal Year, the sum of {a)the interest payable on the
Outstanding Bonds in such Fiscal Year, assuming that the Outstanding Serial Bonds are retired as scheduled and
that the Outstanding Term Bonds are redeemed from sinking fund payments as scheduled and (b) the principal
amount of the Outstanding Serial Bonds payable by their terms in such Fiscal Year and the principal amount of
the Outstanding Term Bonds scheduled to be paid or redeemed from (c) sinking fund payments in such Fiscal
Year, excluding the redemption premiums, if any, thereon.

Reserve Account

The 2010 Bonds and any Parity Bonds are secured by a Reserve Account established pursuant to the
Indenture, and maintained in an amount equal to the Reserve Requirement.

The “Reserve Requirement” is defined in the Indenture to be, with respect to the 2010 Bonds (and any
Parity Bonds), as of the date of calculation an amount equal to the lesser of (i) 10% of the initial outstanding
principal amount of the Bonds (less original issue discount in excess of two percent); (1) Maximum Annual
Debt Service on the Bonds; or (iii) 125% of average Annual Debt Service on the Bonds; provided however, that
the Reserve Requirement shall be calculated without regard to Escrowed Bonds, as defined in the Indenture.

All money in the Reserve Account shall be used and withdrawn by the Trustee solely for the purpose of
replenishing the Interest Account and the Principal Account, in such order, in the event of any deficiency at any
time in any of such accounts, or for the purpose of paying the interest on or principal of or redemption
premiums, if any, on the applicable series of Bonds, in the event that no other money of the Agency is lawfully
available therefor, or for the retirement of the applicable series of Bonds, then Outstanding, except that so long
as the Agency 1s not in default under the Indenture, any amount in the Reserve Account in excess of the amount
requred by this paragraph to be on deposit therein except as herein otherwise provided, shall be, if directed by
the Agency, transferred to the Bond Fund.

The Reserve Requirement for the 2010 Bonds may be satisfied in whole or in part by crediting to the
Reserve Account moneys, a Qualified Reserve Account Credit Instrument,

A “Qualified Reserve Account Credit Instrument™ means any irrevocable standby or direct-pay letter of
credit or surety bond issued by a commercial bank or insurance company and deposited with the Trustee,
provided that all of the following requirements are met: (a) the long-term credit rating of such bank or insurance
company at the time of issuance of such letier of credit or surety bond is in one of the two highest rating
categories by S&P and Moody’s; (b) such letter of credit or surety bond has a term of at least twelve (12)
months; (¢) such letter of credit or surety bond has a stated amount at least equal to the portion of the Reserve
Requirement with respect to which funds are proposed to be released; (d) the Trustee is authorized pursuant fo
the terms of such letter of credit or surety bond to draw thereunder an amount equal to any deficiencies which
may exist from time to time in the Interest Account, or the Principal Account for the purpose of making required
payments; and {e) written notice of the posting of such Qualified Reserve Account Credit Instrusment is given to
the Rating Agencies.

See APPENDIX D — “SUMMARY OF TRUST INDENTURE” for a summary of the provisions of the
Indenture relating to the Reserve Account.

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
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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 Legislature 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
atfributable to certain increases in tax rates occurring after January 1, 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
general obligation bonds approved by the voters on or after January 1, 1989, Assembly Bill 89 (Statutes of
1989, Chapter 250), which implements this Constitutional Amendment, became effective on January 1, 1990.
The projection of Tax Increment Revenues to be allocated to the Agency assumes a 1% property tax rate as set
forth m “APPENDIX A - FISCAL CONSULTANT REPORT.”

Property Tax Limitations — Proposition 13

General. On June 6, 1978, California voters approved Proposition 13, which added Article XIIIA to the
California Constitution (“Article XIIIA™). Arsticle XIIA limits the amount of any ad valorem tax on real
property o 1% of the full cash value thereof, except that additional ad valorem taxes may be levied to pay debt
service on indebtedness approved by the voters prior to October 1, 1978 and (as a result of an amendment to
Article XIIA approved by California voters on June 3, 1986) on bonded indebtedness for the acquisition or
improvement of real property which has been approved on or after October 1, 1978 by the voters voting on such
mdebtedness. Article X1IIA defines full cash value to mean “the county assessor’s valuation of real property as
shown on the 1975/76 tax bill under ‘fuil cash vaiue,” 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 X1IIA 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 provide 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.

Implementing Legislation. Legislation has been enacted and amended a number of times since 1978 to
implement Article 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 prior to 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 part of its
allocation in future years.

Beginning in the 1981/82 fiscal year, assessors in California no longer record property values on tax

rolls at the assessed value of 25% of market value, which was expressed as $4.00 per $100 of assessed value.
All taxable property is now shown at full market value on the tax rolis. Consequently, the tax rate is expressed
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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 itiative, which
added Article X1IIB to the California Constitution. The principal effect of Article XIIB is to limit the annual
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 vear, 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 XIITIB, nor shall such portion of taxes
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—ILimitation on Fees, Assessments, and Charges——Initiative Constitutional Amendment.
Proposition 218 added Articies XIIIC and XIID 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 1, 2002
(“SB2117). SB2il provides, among other things, that at anytime after January 1, 2002 the time iimitation on
incurring indebtedness contained in a redevelopment plan adopted prior to Jannary 1, 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, agreemenis. 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 aiso authorizes the amendment of a redevelopment plan adopted prior to January 1, 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 redevelopment 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 an ordinance pursuant to SB211 eliminating the time limit on incurring
indebtedness from the Naval Training Center Redevelopment Plan.
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Tax Sharing Statutes

Certain provisions were added to the Redevelopment Law by the adoption of AB 1290 in 1994. A
discussion of these provisions as they relate to the Naval Training Center Redevelopment Project follows. If
new territory should be added to the Naval Training Center Redevelopment Project, under Section 33607.5 of
the Redevelopment Law, any affected taxing entity will share in the tax increment revenues generated by such
added area pursuant to a statutory formula (“Statutory Tax Sharing™).

In addition, (i) pursnant to Section 33333.6{e}{2} of the Redevelopment Law, if the Agency deletes the
time limit to incur indebtedness in the Redevelopment Project (pursuant to SB 211} or (ii) pursuant to Section
33607.7 of the Redevelopment Law, as to any redevelopment plan adopted prior to January 1, 1994, if the
Agency increases the total amount of {ax increment revenues to be allocated to the project area or increases the
duration of the Redevelopment Plan and the period for receipt of tax increment revenues, Statutory Tax Sharing
will also be required under Section 33607.7 of the Law with all affected taxing agencies not already a party to a
tax sharing agreement, once the original Hmitations have been reached. In general, the amounis to be paid
pursuant to Statutory Tax Sharing are as follows:

{(a) commencing in the first fiscal year after the limitation has been reached, an amount
equal to 25% of tax increment revenues generated by the incremental increase of the current year
assessed valuation over the assessed valuation i the fiscal year that the limitation had been reached,
after the amount required to be deposited in the Low and Moderate Income Housing Fund has been
deducted;

(b} in addition to amounts payable as described in (a) above, commencing in the 11* fiscal
vear after the limitation has been reached, an amount equal to 21% of tax increment revenues generated
by the incremental increase of the current year assessed valuation over the assessed valuation in the
preceding (10™) fiscal year that the limitation had been reached, afler the amount required to be
deposited in the Low and Moderate Income Housing Fund has been deducted; and

() in addition to amounts payable as described in (a) and (b) above, commencing in the
31" fiscal vear after the limitation has been reached, an amount equal to 14% of tax increment revenues
generated by the incremental increase of the current year assessed valuation over the assessed valuation
in the preceding (30™) fiscal year that the limitation had been reached, after the amount required to be
deposited in the Low and Moderate Income Housing Fund has been deducted.

(d) The City may elect to receive a portion of the tax increment generated in (a) above,
after the amount required fo be deposited in the Low and Moderate Income Housing Fund has been
deducted.

(e) The Agency may subordinate the amount required to be paid fo an affected {axing entity

to any indebtedness after receiving the consent of the taxing entity.

With respect to a taxing entity that is a party to a tax sharing agreement, tax sharing payments would
continue pursuant to the Tax Sharing Agreement afier the original limitations in the Redevelopment Plan were
passed unless otherwise termnated purseant to the terms of the Tax Sharing Agreement,

Tax increment revenue generated i the Naval Training Center Redevelopment Project has always been
subject to Statutory Tax Sharing.

As noted above, with the consent of the taxing entity, the payments under the Tax Sharing Siatutes may
be subordinated to certain Agency obligations. No other payments to taxing entities with respect to Statutory
Tax Sharing have been subordinated and the projections of Tax Revermes are reduced by the estimated amounts
shown in tables herein.
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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 reporis are required to inciude calculations of the tax increment revenues that redevelopment agencies
have received and payments that redevelopment agencies have made pursuant to pass-through agreements with
taxing entities and statutory pass-through requirements. County auditers are required to review the reports and,
if they concur, issue a finding of concurrence. The State Controller 1s required fo 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.

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 information
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 “Unitary 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 valuzes will be allocated to each
tax rate area on a pro-rata basis; and (ii} if values to be allocated are 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
formula. 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 Naval Training
Center Redevelopment Project was formed after the 1980/81 fiscal vear and has therefore never recetved 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 Hen 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 property has priority over all other liens on the secured
property, regardless 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: (1) a civil action against the taxpayer; (2) filing a certificate in the
office of the county clerk specifying certain facts in order {o obtain a judgment lien on certain property of the
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taxpayer; (3) filing a certificate of delinguency 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 property on the secured roll is the sale of property securing the taxes to the State
for the amount of taxes which are delinquent. A 10% penalty is added to delinquent taxes which have been
levied with respect fo property on the secured roil. In addition, property on the secured roil 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 delingquency 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 property 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 delinguent taxes on property on the unsecured roll, and further, 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.

The valuation of property is determined as of January 1 each year and equal instaliments of taxes levied
upon secured property became delinquent on the following December 10 and April 10, Taxes on unsecured
property are due January i. Unsecured taxes enrolled 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.

Supplemental 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
agencies o the extent that supplemental assessments as a result of new construction or changes of ownership
accur 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. In 1990, the Legislature enacted SB 2557 (Chapter 466, Statutes of
1960) 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 California 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 Oscal year 2009/10
Tax Increment Revenues for the Naval Training Center Redevelopment Project for this purpose is
approximately $53,849, :

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 indebtedness that the agency has incurred or entered into to be payable from tax
increment.

Section 33675 alse 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 year. The section further provides that the statement of indebtedness is prima facie evidence
of the indebtedness of the agency, but that the county auditor may dispute the 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. The issue in any such action shall involve only the amount of the indebtedness
and not the validity of any contract or debt instrument, or any expenditures pursuant thereto. An exception is
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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. The 2010 Bonds should be entitied 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 and/or preserving the
community’s supply of low and moderate income housing. The Housing Set-Aside Amounts are not pledged to
and are not available to pay debt service on Agency obligations, unless and to the extent 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.

Future Initiatives

Proposition 13, Proposition 4 (Gann Initiative) and certain other propositions affecting property tax
levies were each adopted as measures which qualified for the ballot pursuant to California’s initiative process.
From time to time other initiative measures could be adopted, firther 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 California’s Health and Safety Code (Section 33000 et seq.), also known as the California
Community Redevelopment Law. The law outlines procedures to determine 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 environment 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
Southeastern Economic Development Corporation. These Project Areas, located in various parts of the City,
encempass 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
Department administers an affordable housing program and 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

North Park

San Ysidro
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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, Littie Italy, Marina)
« Horton Plaza

The Southeastern Economic Development Corporation (SEDC) was established by the City Council in
1081 to carry out redeveiopment in southeastern San Diego. SEDC has a nine-member board of directors and a
staff to implement programs in its Project Arecas that comprise approximately 1,150 acres. SEDC administers
four redevelopment Project Areas and one Study Area:

¢ Central Imperial

« (Gateway Center West

s  Mount Hope

s  Southerest

+ 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 Aftorney serves as
General Counsel. The Redevelopment 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 Position Term Expires
Ben Hueso, District 8 Chairperson December 2010
Kevin Faulconer, District 2 Chair Pro Tem Pecember 2010
Sherri Lightner, District 1 Board Member December 2012
Todd Gloria, District 3 Board Member December 2012
Tony Young, District 4 Board Member December 2010
Carl DeMaio, District 5 Board Member December 2012
Dommna Frye, District 6 Board Member December 2010
Marti Emerald, District 7 Board Member DPecember 2012

OFFICIALS

Jerry Sanders, Executive Director

Jan Goldsmith, Agency Counsel

William Anderson, dssistant Executive Director

Janice 1. Weinzick, Deputy Executive Director

Gail R. Granewich, Treasurer

Elizabeth Maland, Secretary

Mary Lewis, Chief Financial Officer, City of San Diego

Redevelopment 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 Comumittees that advise the Agency on the adoption and implementation of redevelopment plans,
programs, and projects.

Redevelopment Division staff also coordinates with CCDC and SEDC, concerning items of Agency-
wide bearing or items requiring Agency Board action. However, day-to-day administration of these corporations
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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
mdebtedness 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 form 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
{including the Bonds and other Agency debt the “Debt™), both over the life of the Debt and for the current fiscal
year, and (it) 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 camry-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 fotal 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 coniract or expenditures. No challenge can be made to pavments to a trustee m
connection with a bond issue or payments to a public agency in comnection with payments by that public agency

- with respect to a lease or bond issue.

The Agency’s October 1, 2009 Statement of Indebtedness included outstanding obligations sufficient to
collect all of the tax increment currently generated in the Redevelopment Project Area for fiscal year 2009-10.
The Agency expects that its future Statements of Indebtedness will also include outstanding obiigations
sufficient to collect all of the tax increment generated in the Redevelopment Project Area during the applicable
fiscal year.

THE REDEVELOPMENT PROJECT AREA
General

The Naval Training Center (“NTC”) Redevelopment Project covers approximately 504 acres within the
Peninsula Community Planning Area 2.5 miles northwest of downtown San Diego. The Naval Training Center
Redevelopment Project is generally bordered by Rosecrans Street, Lytton Avenue, Nimitz Boulevard, and San
Diego International Airport (“SDIA™). It is adjacent and in close proximity to the Marine Corps Training Depot
and the Fleet Anti-submarine Warfare Training Center, respectively.

The Naval Training Center Redevelopment Project was adopted pursuant to legislation (AB 2736)
enacted to address the unique issues associated with redeveloping former military installations. The
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Redevelopment Plan provides for the elimination of blight through upgrading of infrastructure; new residential,
office and institutional construction; rehabilitation of historic buildings and renovation of educationa!l buildings.

In 2000, the Redevelopment Agency entered into a Disposition and Development Agreement (“DDA™)
with McMillin-NTC, LLC (“McMillin™), whereby McMillin, as master developer, is responsible for the
redevelopment of 361 acres of the Redevelopment Project, now known as “Liberty Station,” including the
residential, educational, office, retail, hotel, and park and open space uses. Under the terms of the DDA,
McMillin also assumed responsibility for the management and maintenance of the property wuntil the
redevelopment is completed.

The Naval Training Center Redevelopment Project has been developed into a pedestrian-oriented,
mixed-use conununity with acreage devoted to residential, educational, and recreational uses including a 9-hole
golf course, office and commercial/retail space, hotels, and a Civic, Arts and Culture Center siteated within 26
buildings in the Historic Core. The Naval Training Center Redevelopment Project is bifurcated by a boat
channel connecting fo San Diego Bay. On the east side of the boat channel uses include the Metropolitan
Wastewater Department’s ocean monitoring laboratory; a Regional Public Safety Training Institute, operated by
a joint powers authority of the City of San Diego, County of San Diego, and San Diego Community College
District; the expansion of SDIA; and an area designated for the development of one or more hotels with up to
650 rooms. The Naval Training Center Redevelopment Project also includes 500 units of new milifary family
housing located adjacent to the Liberty Station residential community.

The Historic Core of the Naval Training Center Redevelopment Project is comprised of 56 buildings
that are listed on the National Register of Historic Places. The majority of the buildings have been adaptively
reused to include office space, refail space, and the golf course. The buildings m the Civie, Arts and Cultural
Center (“CACC”) are to be rehabilitated and managed by the NTC Foundation, a non-profit organization
established for the purpose of rehabilitating and operating the CACC at NTC. To date the NTC Foundation has
completed the rehabilitation of seven buildings in the CACC.

The areas of the Naval Training Center Redevelopment Project remaining to be redeveloped are the east
side hotel property which is being used as a park and fly lot on an interim basis, and 19 buildings in the Civic
Arts andg Cultural Center.

The boat channet is the only remaining parcel to be conveyed from the Navy to the City. The Navy and
the Regional Water Quality Control Board are in discussions regarding the remediation of contamination in the
channel.

The Redevelopment Plan was adopted in 1997 and amended once since its original adoption. The
following table shows the history of the Redevelopment Plan adoption and the subsequent amendments to the
Redevelopment Plan.

NAVAL TRAINING CENTER REDEVELOPMENT PLAN
REDEVELOPMENT PLAN HISTORY

Action Ordinance No. Date Purpose
Original Adoption 18405.N.8. May 13, 1697 Establish Naval Training Center Redevelopment
Project and adopt Plan
Amendment 1 19513.N.S. July 18, 2006 Extend the effectiveness of the Redevelopment

Plan and the last date to receive tax increment
revenues by one vear

There are no additional amendments planned for the Naval Training Center Redevelopment Project at
this time.
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Provisions of the Redevelopment Law and the Redevelopment Plan establish various time limits for
undertaking redevelopment activities and for repaying debt incurred to finance redevelopment projects. These
time limits for the Naval Training Center Redevelopment Project are set forth in the table below.

Redevelopment Plan Limitations

AB 1290. In 1993, the Califormia Legislature made significant changes in the Redevelopment Law by
the adoption of AB 1290, Chapter 942, statutes of 1993 ("AB 12907). Among the changes to the
Redevelopment Law accomplished by the enactment of AB 1290 was a provision which limits the period of
time for incurring 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 lHmitations longer than permitted 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 1,
2002 (“SB 2117). SB 211 provides, among other things, that the limitation on incurring indebfedness contained
in & redevelopment plan adopted prior to January 1, 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 1, 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 repavment of debt.

Pursuant to the anthorization contained in SB 1045, the City Council adopted ordinances for the Naval
Training Center Redevelopment Project, extending by one year the date of effectiveness of the Redevelopment
Plans and the time allowed to pay indebtedness or receive property taxes. The chart below takes into account
the effect of the Ordinance for the Naval Training Center Redevelopment Project.

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 vears or less remaining. The Navai Training Center Redevelopment Plan has more
than 20 vears remaining,

Provisions Relating to Cumulative Tax Increment Limits. To address the potential risk o the
Agency’s ability to pay debt service on the 2010 Bonds associated with the cumulative tax increment applicable
to the Naval Training Center Redevelopment Project, the Agency has covenanted in the Indenture to annually
review the total amount of Tax Revenues remaining available to be received by the Agency under the
cumulative tax increment limit in the Naval Training Center Redevelopment Project. The Agency has currently
received $21,494,846 in tax increment revenues for the Naval Training Center Redevelopment Project.

NAVAL TRAINING CENTER REDEVELOPMENT PROJECT
REDEVELOPMENT PLAN LIMITATIONS

Plan Life May 13, 2035
Last Date to Incur Debt May 13, 2024
Last Date to Repay Debt May 13, 2050
Last Date to Receive Tax Increment May 13, 2050
Limit on Outstanding Bonded Indebtedness $56,000,000
Limit on Receipt of Tax Increment $215,000,000
Limitation on Use of Eminent Domain May 13, 2016

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 Naval Training Center Redevelopment Project indicated in the table above, except to
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repay debt to be paid from the Low and Moderate Income Housing Fund established pursuant to Section
33334.3 of the Redevelopment Law and the Redevelopment Plan, or debt established in order to fulfill the
Agency’s obligations under Section 33413 of the Redevelopment Law and the Redevelopment Plan, or certain
refunding debt. Immediately following the issuance of the 2010 Bonds, the Agency will have § of
bonded indebtedness outstanding for the Naval Training Center Redevelopment Project.

Other Outstanding Obligations of the Naval Training Center Redevelopment Project

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 $16,000,000 line of credit to the Agency, with repayment
secured by a pledge by the Agency of non-housing tax increment revenues from the Naval Training Center
Redevelopment Project; and 2) a $7,106,000 line of credit, with repayment secured by a pledge of housing tax
increment revenues from the Naval Training Center 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
$12,211,076 from the non-housing line of credit and has used the funds to reimburse McMillin for certain public
infrastructure improvements and to provide a rehabilitation grant to the NTC Foundation for costs associated
with the rehabilitation of buildings in the CACC. The Agency has drawn $5,600,000 from the housing line of
credit and has used the funds to assist the Verbena and the El Pedregal affordable housing projects in the San
Ysidro Redevelopment Project. The Agency anticipates that the two lines of credit will be paid in fuil with
concurrent 2010 Bond and the proposed 2010 housing tax allocation bonds,

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 HUID representatives over the past
year to develop a plan to address the OIG’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 aiso recommended that the tenns
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 fax increment funds, land proceeds, or other revenues of the Agency. On June 21,
2010 the Agency Board and City Council approved the CDBG Loan Repayment Agreement with the
recommended provisions. The Naval Training Center Redevelopment Project’s share of CDBG related debt to
the City as of June 30, 2009 is $316,253 ($149,000 principal and $167,253 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 June 30,
2009. The Naval Training Center Redevelopment Project’s share of non-CDBG related debt is $2.15 million
(81,340,990 principal and $804,739 interest).

U.S. Department of Housing and Urban Development Loan. In 2003, the Agency entered into a
Rehabilitation Grant Agreement with the NTC Foundation to contribute $5.85 million for the rehabilitation of
six historic buildings in the NTC Civic, Arts and Cultural Center. Funds for the Rehabilitation Grant Agreement
were provided by a $5.91 million Section 108 loan the City received from the U.S. Department of Housing and
Urban Development (“HUD”) in 2004. Interest-only payments on the loan are due each February 1; principal
and interest payments are due each August 1. Total annual payments of principal and interest of approximately
$506,000 are paid by the Agency from Project Area tax increment revenues. The total amount of outstanding
loans as of June 30, 2009 is approximately $7.18 million, of which approximately $5.07 miltion is principal,
The Agency’s obligation to repay the loan is subordinate to the Agency’s repayment obligation with respect to
any bonds, notes, or other indebtedness issued by the Agency.

Cooperation Agreement. Pursuant to a Cooperation Agreement between the City and the Agency dated
June 26, 2000, approximately 429 acres was sold by the City to the Agency for $8.3 million for the Agency to
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implement the NTC Reuse Plan and NTC Redevelopment Plan. Current interest that has accrued on the loan is
$7.267,557 as of June 30, 2010. The Agency is to pay the City on demand from available tax increment revenue
or other sources not otherwise needed to carry out the Redevelopment Plan. The Agency’s obligation is
subordinate to any pledge of tax increment made in connection with any bonds or other obligations issued by the
Agency to finance the redevelopment of the Project Area. However, repayment is to be made no later than the
Project Area’s time limit for the repayment of indebtedness, 2050.

Land Use in the Naval Training Center Redevelopment Project

The following table shows the land use in the Naval Traming Center Redevelopment Project, based on
fiscal year 2009-2010 assessed valuation,

TABLE 1
NAVAL TRAINING CENTER REDEVELOPMENT PROJECT
Assessed Value by Land Use
Fiscal Year 2009-10

Secured Total Net Percent of Net
Land Use'? No. of Parcels'  Assessed Value™ Assessed Value

Residential Property

Single-Family Residential 349 $218,248,793 46.05%

Miscellaneous 1 g 0.00%
Subtotal 350 $218,248,793 46.05%
Commercial Property

Office Space 22 $124,687.960 26.31%

Retail 6 27,258,719 5.75%

Hotel 2 68,725,793 14.50%

Vacant Land 23 13,666,068 2.88%

Other Uses 1 ] 0.06%
Subtotal 54 $234,338,54¢ 49.45%
Industrial Property

Factory/Manufacturing _4 $ 4.639.853 8.98%
Subtotal 4 $ 4,639,853 0.98%
Instititional Property i3 5,471,700 1.15%
Recreational Property 3 11,214,486 2.37%
Miscellaneous Use 9 1 (.00%
Total 431 $473,913,373 100.00%

Source: Fiscal Consultant’s Report, Appendix A.

D Includes parcels with a net assessed value equal to $6. Excludes parcels owned by public agencies based on final FY
2009-10 Assessor’s Roll.

) Based on final FY 2009-2010 Assessor’s Roll.
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Historic Assessed Valuaation

The following table shows a six vear history of assessed valuation in the Naval Training Center
Redevelopment Project which has a base year valuation of $0.00.

FY 20042065

TABLE 2
NAVAL TRAINING CENTER REDEVELOPMENT PROJECT

Historic Tax Increment Values

FY 2005-2006

FY 2006-2007

FY 2007-2008

FY 2008-2069

FY 2009-2010

Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value
Secured Vajues™ * i
Land $103,538,887 $181,535,185 $226,118,963 $220,996,992 $223,602,190 $215,734,612
Improvement 106,197 843 172,114,802 165,164,734 208,962 172 278,728,341 325,824,790
Personal Property 0 404,315 408.225 463.836 486,680 3,208,348
Gross Vaiue §209,736,730 $354,054,302 $361,691,922 $430,423,000 $502,817,211 $544,857,750
Less Exemptions {13,384.540) (16.504.227) (7.051.107) {51.190.293) (65,319,524) {69.351.177
Total Secured $196,352,190 $337,550,075 $384,640,815 $379,232,707 $437,497,687 $475,506,573
Unsecured Values™ )
Land 0 G 0 0 0 0
Improvement 0 12,832 293173 1,598,922 7,911,249 6,225,385
Personal Property 540,989 2,213,218 6.501.106 43,098,283 24,148,630 24,365,336
Gross Value $ 540,989 § 2,226,050 $ 6,794,279 § 44,697,205 $ 32,059,839 $ 30,590,921
Less Exemptions 0 {1,715.150) (3,158,265) £38,735,206) (16,583.996) €12.710.349)
Total Unsecuired $ 540,989 $ 510,860 $ 3,636,014 § 5,961,999 § 15,475,843 § 17,880,572
Total Secured and Unsecured $166,893,17¢ $338,060,935 $388,276,829 $385.194,706 $452,973,530 $493,387,145
Percentage Change in Total Value 95.24% 7L70% 14.85% -0.79% 17.60% 8.92%
Base Year Value™ 0 0 0 0 0 0
Ineremental Value $196,893,176 $338,060,935 $388,276,829 $385,194,706 $452,973,530 $493,387,145
Percentage Change in Incremental
Value 95.24% 71.70% 14.85% -0.79% 17.60% 8.92%

Source: Fiscal Consultant’s Report, Appendix A.
”) Assessed values as of 1/1 of the initial year of each fiscal yvear (i.e. 1/1/09 for FY 2009-2010).

@ Based on information provided by the County of San Diego Auditor/Coniroller,

3 Base value is $0.

25



Largest Taxpayers in the Naval Training Center Redevelopment Project

The following table shows the largest taxpayers in the Naval Training Center Redevelopment Project based on 2009-2010 assessed value.

TABLE 3

NAVAL TRAINING CENTER REDEVELOPMENT PROJECT

Top Ten Taxpayers
Fiscal Year 2009-10

Owner'” Land Use Neo.of Parcels’”  Assessed Value™
Liberty Station HHG Hotel LP/City of San Diego Redevelopment Agency™' Hotel/Motel 2 $68,725,793
MeMiltin-NTC Landing LLC/City of S8an Diego Redevelopment Agency™ ™ Store Building 7 20,159,140
The Vons Companies Inc/City of $an Biege Redevelopment Agency™? Store Building 1 18,666,000
McMillin-NTC LLC/City of San Diego Redevelopment Agency™*" Vacant Commercial/Store 10 18,246,759
MeMillin NTC 902 LEC® Office Building t 16,109,800
MeMilin NTC 903/904 LLCY Office Building 1 13,573,196
CDC Small Business Finance Corp Office Building [ 10,428,980
MeMiliin NTC 163 LEC/City of San Diego Redevelopment Agency™™ Store Building I 10,330,257
Building 907 LLC Office Building 1 9,975,224
MeMillin NTC 901 LLC® Office Building 1 9.829.189
Grand Total N/A 2 $196,044,298

Source: Fiscal Consulfant’s Report, Appendix A.

o Includes parcels with a net assessed value equal to $0. Excludes parcels owned by public agencies based on final FY 2009-2G10 Assessor's Roll.

{2
&)
&

&

Based on final FY 2009-2010 Assessor's Rolh.

Based on ownership information provided by the County of San Dicgo as of 1/1/09, parcels are leased from the City of San Piego Redevelopment Agency.
As shown in the Appeals section, Liberty Station HHG Hotel LP contests that the value of one of its two parcels should be reduced from the original value of $40,2358,287 to $18,000,000. The 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 of 60% of the conlested value as described in the Appeals section. The reduced valuc 15

not shown above, but has been refiected in the tax increment projections herein.

The properties owned and/or leased by the various "McMillin" entities (including entitics rot shown above) account for a fotal net assessed value of $167,848,399 which is equal to 22.76% of the total net

assessed value and 21.86% of the total tax increment value.

As shown in the Appeals section, McMillin-NTC Eanding LLC contests that the value of one of its seven parcels should be reduced from the original value of $11,795,000 to $5,750,000. The appeal has
not yel been resolved by the County, but DTA has assumed the appeal is resolved in faver of the applicant at a rate of 60% of the contested value as described in the Appeals section. The reduced value is

not shown above, but has been refiected in the tax increment prejections hercin.

As shown in the Appeals section, The Vons Companies Inc. contests that the value of its parcel should be reduced to $9,300,000. The 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 of 60% of the contested value as described in the Appeals section. The reduced vakse is not shown above, but has been reflected in the tax

increment projeclions herein.
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Secured Total Net  Percent of Secured

Total Net Value

Percent of
Incremental Value™

14.50%
4.25%
3.94%
385%
3.40%
2.86%
2.20%
2.18%
2.30%
2.07%

41.37%

13.93%
4.09%
3.78%
3.70%
327%
2.75%
211%
2.09%
2.02%

_1.99%

39.73%



Recent Activity

Shoreline Plaza — Completion of the rehabilitation of five buildings at the north end of the boat channel
for light industrial uses.

The Landing — Completion of the rehabilitation of nine buildings in the north end of the Naval Training
Center Redevelopment Project for commercial uses.

NTC Park — The 46-acre community park adjacent to the boat was opened in December 2009,

Civic Aris & Culture Center — Seven historic buildings in the Civie Arts & Culture Center have been
rehabilitated and leased primarily to non-profit arts and community serving groups. The Agency has provided
$11.85 million to the NTC Foundation for the rehabilitation of historic buildings. The Agency is in discussions
with the NTC Foundation to provide an additional $4 million for historic rehabilitation.

Shoreline Improvements — In anticipation of the conveyvance of the boat channel from the Navy to the
City, the Agency has hired a consultant to provide cost estimates of shoreline improvements which will be part
of an amendment to the NTC Park General Development Plan.

Liberty Station Marketplace - Liberty Station Marketplace is approximately 170,000 square feet of
retail, grocery, restaurant and office space located in NTC’s historic district. Major tenants include Vons,
Trader Joe’s, Starbucks, Panera Bread, Sammy’s Woodfired Pizza as well as smaller retail, restaurant and office
tenants. The Agency has entered into long-term ground leases for the buildings in the historic core as well as
new buildings constructed on property within the Tidelands Trust. The ground leases contain provisions
regarding Permitted Leasehold Mortgages which require that all Permitted Leasehold Mortgages have a loan to
value (“LTV™) ratio not to exceed 80% at inception or modification. All modifications to Permitted Leasehold
Mortgages require Agency approval. McMillin is in the process of modifying its loans for the Liberty Station
Marketplace buildings which will result in a loan to value ratio in excess of 80%. McMillin has requested the
Agency’s approval of the proposed modification and an amendment to the ground leases to permit an LTV ratio
in excess of 80% on terms consistent with the modification. Without the Agency’s approval of the proposed
_ modification and amendment to the LTV terms of the ground leases, there 1s the chance that McMillin will be in
default on the Marketplace loans unless McMillin and its lenders make alternative arrangements. There is not
currently an event of default under the loans. If a default were to occur, the Agency has the right to cure the
default. Should the Agency be unable to cure the default, then there is a risk that upon foreclosure the Permitted
Leasehold Mortgagee would convey the Lease for an amount that results in a reduction of the current assessed
value and/or the new Lessee fails to attract tenants to fill existing vacant space or retain existing tenants. See
“BONDOWNERS® RISKS — Development and Economic Risks,” herein.

Appeals in the Naval Training Center Redevelopment Project

There are currently 9 appeal requests on record with the County for the Naval Training Ceater
Redevelopment Project, which along with resolved appeals not yet reflected on the assessment roil, the Fiscal
Consultant estimates could decrease the Naval Training Center Redevelopment Project assessed value by $33.8
million, or 7% of the Project Area assessed valuation. Based on historical success rates the Fiscal Consultant
has assumed that the resolution of the outstanding appeals will result in an 8% reduction of total contested
residential value and 40% of total contested non-residential value on these parcels, on average, in the Naval
Training Center Redevelopment Project. In addition to appeals, the State Board of Equalization has notified
assessors that the Consumer Price Index 1o be applied to the fiscal year 2010-2011 assessment roll is 0.997361,
representing a decrease of .237%. The chart below summarizes the overall reduction in assessed value and its
impact i incremental value,
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Naval Training

Center
2009-10 AV, Reduction 9%
2009-10 Incremental Value Reduction 9%
Fst. 2010-11 A.V. Reduction -2%
Est. 2010-11 Incremental Value Reduction 2%
Est. 2011-12 A.V. Reduction -1%
Est. 2011-12 Incremental Value Reduction -1%

Source: Fiscal Consultant’s Report, Appendix A.

See “BONDOWNERS® RISKS — Reductions to Assessed Values” herein. For specific information
about pending and settled appeals in the Naval Training Center Redevelopment Project see, “APPENDIX A -~
FISCAL CONSULTANT’S REPORT - Section ILD. PROJECT TAXABLE VALUES — Assessment Appeals.”

Historic Collections in Redevelepment Project

The following table shows actual receipts to the levy in the Naval Training Center Redevelopment
Project for the last six fiscal vears.

TABLE 4
NAVAL TRAINING CENTER REDEVELOPMENT PROJECT
Historic Receipts to Levy

2003 2004 2005 2006 2007 2008
Fiscal Year Ending: 2004 2005 2006 2007 2008 2009
1. Reported Assessed Value
Total Project Value' $100,846,542 $196,893,179 $338,060,935 $388,276,829 $385,194,706 $452,973,530
Less Base Value 0 0 G 0 0 0
Incremental Value 100,846,542 196,893,179 338,060,935 388,276,829 385,194,706 452,973,530
Tax Rate L.11600% 1.01080% 1.01020% 1.00970% 1.00950% 1.00930%
11 Gross Tax Increment 1,119,397 1,964,196 3415092 3,920,431 3,888,541 4,571,862
Unitary Revenue 1 i 1 911 9,736 10,005
County Administrative Expenses (8.153) (18.762} (26167} (31.615) (28.005) (41.412}
Total Computed Levy 51,111,245 $ 1,971,435 § 3,385,920 $ 3,889,727 $ 3.870.265 $ 4,540,455
HI. Total Receipts § 1,465,190 § 2,698,119 $ 3,885,310 $ 4,100,768 $ 3,983,863 $ 4,870,638
Surplus (Shortfall) 353,545 726,684 500,384 211,041 113,598 330,183
% Difference of Computed Levy 131.85% 136.86% 114.78% 105.43% 102.94% 107.27%

Source: Fiscal Consuitant’s Report, Appendix A.
m Based on total secured and unsecured value for the Project provided by the San Diego County Auditer/Controlier.

The fiscal consultant sampled parcels with zip code 92106 which encompasses the Redevelopment
Project, as well as properties outside of the Naval Training Center Redevelopment Project. As of May 10, 2010,
19 parcels (4.74% of the total parcels) in the Naval Training Center Redevelopment Project had a delinquency
rate of 1.22% in the payment of secured fiscal year 2009-2010 property taxes to the County Tax Collector.
Additionally, 306 residential propertics had Notices of Default recorded with the County, 416 residential
properties were undergoing a trustee’s sale and 396 residential properties were bank owned. The zip code
encompasses more than 7,000 residential units and there are 349 residential units in the Naval Training Center
Redevelopment Project.

Tax Rates

The fiscal year 2009-2010 tax rate within the Naval Training Center 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
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a City of San Diego Zoological Exhibit Levy of 1.0050%. The tax rate does not include taxes levied with
respect to school 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%.

Projection of Tax Revenues and Estimated Coverage

The following table details projected Tax Revenues in the Naval Training Center Project. The
projections start with fiscal year 2009-2010 and then utilize the following assumptions:

1. For purposes of the projections, fiscal year 2009-2010 is reduced 1o reflect actual and
expected successful appeals in the Redevelopment Project.

2. Fiscal years 2010-2011 and 2011-2012 bhave an assumed reduction of 2% and 1%,
respectively.

3. There is assumed no change to value in Fiscal Year 2012-2013, an annual increase of

1% each year thereafter through 2018-2019, and an annual increase of 2% each year thereafter.

4, A 1.00% tax rate is used for each fiscal year after 2009-2010.
5 Pass through payments are statutory pursuant to AB 1290,
6. Adjustments to gross revenues include County administrative charges.
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TABLE 5
NAVAL TRAINING CENTER REDEVELOPMENT PROJECT
Projection of Tax Revenues

Fiseal Incremental Adjustments  Housing Tax
Year Value Over Unitary to Gross Increment Faxing Agencies 2010 Bonds
Ending Total Value Base of 36 Revenue Revenue Revenue Pass Through Tax Revenues Debt Service Coverage
2009-10 $457,995,244 $457,595,244 $10,005 ($46,223) ($917,263) - (5924,509) $2,744,5831
20106-11 449,134,410 449,134 410 10,005 (44,913) (891,287) {898,269} 2,666,879
2011-12 444,792,601 444 792 60! 10,005 (44,479) {882,690) {889,585} 2,641,176
2012-13 444,792,601 444,792 601 10,005 (44479 {882,690) {889,585} 2,641,176
261314 449,096,992 449,090,992 10,605 (44,96%) {891,201) {905,403} 2,659.401
2614-15 453,432,366 453,432,366 1,605 (45,343) {899, 797) {921,380} 2,677,809
2615-16 457,817,155 457,847,155 10,605 (45,782) {908,479 {937,516} 2,696,400
2016-17 4622457191 462,245,791 10,093 (46,225) {917.248) {953 813) 2,715,178
2017-18 466,718,714 466,718,714 10,005 (46,672) {926,104) {970,273} 2,734,143
2018-19 471,236,365 471,236,365 10,005 (47,124). {935,049) {986,898) 2,753,298
2019-20 480,362,022 480,362,022 10,003 (48,036) {953,118} (1,0204813 2,791,990
2020-21 489,670,192 489,670,192 10,005 (48,967) {971,548} (1,054,735} 2,331,457
2021-22 499,164,525 499,164,525 10,005 (49,916) {990,347} (1,089,674 2,871,713
2022-23 508,848,745 508,848,745 10,003 (50,883) (1,069,521} (1,125,312} 2912774
2023-24 518,726,649 518,726,649 10,005 (51.873) (1,029,080} (1,161,662) 2,954,656
2024-25 528,802,111 528,802,111 10,005 (52,880) (1,049,029} (1,198,740 2,997.376
2025-26 539,G79,083 539,079,083 10,005 (53,908) (1,069,378) (1,236,559) 3,040,951
2026-27 549,561,594 549,501,594 10,005 (54,956) (1,090,133} {1,275,135) 3,085,397
2027-28 560,253,755 560,253,755 10,005 (56,025) (1,111,303} (1,314,482 3,130,731
2028-29 571,159,759 571,159,759 10,005 (57.,118) (1,132,897 (1,354,616} 3,176,973
2029-30 582,283,884 582,283,884 10,005 (58,228) (1,154,923} {1,395,553) 3,224,139
2030-31 593,630,491 393,630491 - 10,005 (59,363) (1,177,389} (1,437,309 3,272,249
2031-32 605,204,030 605,204,030 10,008 (60,520) (1,200,305} (1,479,899) 3,321,320
2032-33 617,009,040 617,009,040 10,005 (61,701) (1,223,679} (1,523,342) 3,371,374
2033-34 629,050,150 629,050,150 10,005 (62,905} (1,247,520 {1,581.13%) 3,408,942
2034-135 641332082 641,332,082 10,005 (64,133) (1,271,838} (1,640,092 3,447,262
2035-36 653,859,633 653,859,653 10,008 (65,386) (1,296,643} (1,700,225) 3,486,348
2036-37 666,637,775 066,637,775 10,005 (66,604) (1,321,944} (1,761,360) 3,526,215
2037-38 679,671,460 679,671,460 10,005 (67,967) (1,347.75G) (1,824,121) 3,566,880
2038-39 692,965,819 692,965,819 10,005 (69,297) (1,374,073} (1,887,934) 3,608,359
2039-4¢ 706,526,064 706,526,064 10,003 (70,653 (1,400,923 (1,953,023 3,650,667
2040-41 720,357,515 726,357,515 10,003 (72,036) (1,428,309} (2019414 3,693,821
2041-42 734,465,594 734,465,594 10,005 (73,447) (1,456,243} (2,087,133) 3,737,838
2042-43 748,355,836 748,855,836 10,005 (74,886) (1,484,736} (2,156,206) 3,782,736
2043-44 763,533,882 763,533,882 10,005 (76,353) (1,513,798} (2,226,661) 3,828,531
2044-45 778,505,489 778,505,489 10,005 (77.851) (1,543,442} (2,298,525 3,875,243
2045-46 793,776,528 793,776,528 10,005 (79,378) (1,573,678} (2,37t.826) 3,922,888
2046-47 809,352,988 809,352,988 10,005 (80,9335) (1,604,520} (2,446,593) 3,971,487
2047-48 825,240,977 825,240,977 10,005 (82,524) (1,635,978} (2,522 8553 4,021.057

Sousce: Fiscal Consuliant’s Report, Appendix A.
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BONDOWNERS’ RISKS

The following section describes certain specific risk factors affecting the payment and security of the
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 wiil 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 Naval Training Center Redevelopment Project exceeds the
base year assessed valuation for such property, as well as by the current rate at which property in the Naval
Training Center Redevelopment Project is taxed. The Agency itself has no iaxing power with respect to
property, nor does it have the authority to affect the rate at which property is taxed. Assessed valuvation of
taxable property within the Naval Training Center Redevelopment Proiect 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 turn could impair the ability of the Agency
to make payments of principal and/or interest on the 2010 Bonds when due.

In such event, substantial delinquencies in the payment of property taxes to the County or assessment
appeals of such property taxes by the owners of taxable property within the Naval Training Center
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 Naval Training Center Redevelopment Project” herein, and “BONDOWNERS® RISKS -
Reduction to Assessed Values”™ below.

Both Article XIITA and Article XIIIB of the California Constitution, which significantly affected the
rate of property taxation and the expenditure of fax proceeds, were adopted pursuant to California’s
constitutional inifiative 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 XIITA 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 estumate the total revenues available to pay debt service on the 2010 Boads, the Agency has made
certain assmmptions 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 hercin.  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 construction. If a property owner believes that the valuation determined 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 fiscal 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 construction activity occurs.
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Proposition 8 Adjustments. The second type of appeal, commonly referred 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 current taxable value (escalated base year value). Proposition 8 allows property owners to apply for a
temporary reduction in assessed value to match the curret market value. As market values increase, the
assessed property values will also increase up to the original assess value (plus the annual 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 request 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 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 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 opportunity to stipulate to a reduced
assessment, or may confirm the assessment. If no stipulation is agreed to, and the applicant elects to pursue the
appeal, the matter is brought before the Appeals Board (or, in some cases, a hearing examiner) for a hearing and
decision. The Appeals Board generally is required to determine 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 and 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 grant a reduction not only for the year for
which application was originally made, but also for the then current year and any intervening vears as well, In
practice, such a reduced assessment may and often does remain in effect beyond the year in which it is granted.

It is the current practice of the County to distribute Tax Increment Revenues to the Agency as received
based upon real property taxes levied on the annual tax roll during 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 appeal. Instead, the County applies any tax refunds paid to property owners in the
Naval Training Center 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 appealis to assessed values in the Naval Training Center 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 information concerning appeals to assessed values in the Naval Training Center
Redevelopment Project, see “APPENDIX A—FISCAL CONSULTANT REPORT” attached hereto.

The Fiscal Consultant 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 vear 2010-
2011 roll, the County Assessor estimated a county-wide reduction in net assessed value of 1% 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 annually 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 § reductions to properties in the Naval Training Center Redevelopment Project.

Reduction in Inflationavy Rate. As described in greater detail herein, Article XIIA of the California
Constitution provides that the full cash value basis of real property used in determining 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 determined by a Proposition 8 assessment
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adjustment would not be subject to the Proposition 13 annual adjustment until the County Assessor restored
their valuation to the factored base vear 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 ta be received by the Agency based, among other things, upon 0.237% decrease. Should the assessed
valuation of taxable property in the Naval Training Center Redevelopment Project decrease at the projected
annual rate in excess of (.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 Sertes 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 - Additional Debt,” 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.

The 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 muttiple 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 2010 Bonds. Further, Proposition 1A,
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 199293, 1993-94, 199495, 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 (“ERAF™). The amount required to be paid by a redevelopment agency
under such legislation was apportioned 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, 20606-07 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 million 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 (“CRA
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 XV1, 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 Aprii 30, 2009, the Sacramento Superior Court 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 nofice 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 comnection with legislation related to the budget for the State for Fiscal Year 2009-10, on July 24,
2009 the State Legislatore 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
3350 million aggregate transfer in 2010-11, A SERAF 1s simzlar to an ERAF, except that there 1s 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 County, 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 denving a stay on the transfer of
funds from Redevelopment Agencies to the Counties. On May 5, 2010, the CRA determined that it would
appeal the ruling. The Agency cannot determine whether the appeal will be successful. The method for
calculating each 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 contributions to its Low and Moderate
Income Housing Fund for 2009-10 or borrow Housing 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 cach 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 contribution 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 payvment 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 fitture payments from tax increment funds wili be made subordinate to a pledge of taxes
to pay 2010 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.

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

Low and Moderate Income Housing Fund

The Redevelopment Law requires that, except under certain circumstances, redevelopment agencies set
aside 209% of all gross tax increment revenues derived from redevelopment project argas mio a low and
moderate income housing fund, to be used for the purpose of increasing, 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 frequentiy amended since their
original adoption. In addition, the interpretations of these laws by the California Attorney General and agency
counsels throughout 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 currently sets
aside 20% of all gross tax merement revenues from the Naval Traimng Center 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 Indenture are required o be invested in Investment Securities as provided
under the Indenture. 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 return than expected and loss or delayed receipt of principal. The occurrence of these
events with respect to amounts held under the Indenture or the Special Fund could have a material adverse affect
on the security for the 2010 Bonds. '

Further, the Agency cannot predict 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 bankmptcy.
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Development and Economic Risks

Proiect development within the Naval Training Center Redevelopment Project may be subiject to
unexpected delays, disruptions and changes. Real estate development operations may be adversely affected by
changes in general economic conditions, fluctnations 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 Naval Training Center Redevelopment Project could be adversely affected by future governmental policies,
including policies that restrict or control development. If projected development in the Naval Training Center
Redevelopment Project is delayed or haited, the economy of the Naval Training Center 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 Naval Training Center Redevelopment Project,
the owners of property in the Naval Training Center 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 Naval Training Center Redevelopment Project could delay
and/or impair the collection of property taxes by the County with respect to properties in the bankruptcy estate.
Aithough the Agency is not aware of any major property owners in the Naval Training Center 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 Naval Training Center Redevelopment Project. The
Rose Canyon fauit zone extends from 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 Permits. 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). Historically, coastal San Diego
has experienced some earthguake damage as a result of distant earthquakes. The City is assigned to Seismic
Zone 4, which is the same seismic zone assigned to Los Angeles and San Francisco. 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 Naval Training Center Redevelopment Project. Earthquake faults
and other natural conditions may change over time, potentially increasing the risk of disasters.

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

Hazardous Substances

An additional environmental condition that may result in the 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 Naval Training Center Redevelopment Project. 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 Naval Training Center 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 amounts.
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Federal Tax-Exempt Status of the 2010 Bonds

Tax-Exempt Status of Interest on the 2010 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 2010 Bonds, to be excludable from gross income for federal income tax purposes. These
requirements include limitations on the use of 2010 Bond proceeds, limitations on the investment earnings on
2010 Bond proceeds prior to expenditure, a requirement that certain investment carnings on the 2010 Bond
proceeds be paid periodicaily 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 2010 Bonds as
taxable, retroactively to the date of issuance of such 2010 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 2010 Bonds, if one is undertaken, will not adversely affect the tax-exempt status or market value of such
2010 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 terminated. Additionally,
prices of issues for which a market is being made will depend upon the then prevailing circumstances. Such
prices could be substantialty different from the original purchase price.

CONTINUING DISCL.OSURE

Pursuant to the Continuing Disclosure Certificate of the Agency (the “Disclosure Certificate™), 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 Mumcipal Securities Rulemaking Board in
the manner prescribed by the Securities Exchange Commission (the “SEC”). The form of the Disclosure
Certificate 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 complying with the Rule. A failure by the
Agency to comply with any of the covenants 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 the 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 compiy with its undertakings under the Rule.

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

CERTAIN INFORMATION CONCERNING THE CITY

Certain general information concerning the City is included herein as Appendix B hercto. Such
information is provided for informational purposes only. Neither the General Fund nor any other fund of the
City 1s liable for the pavment of the 2010 Bonds or the interest thereon, 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 L1.P, 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

In the opinion 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 2010 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 Califormia personal income taxes. Bond Counsel is of the further
opinion that interest on the 2010 Bonds is not a specific preference item for purposes of the federal individual or
corporate alternative minimum taxes. A complete copy of the proposed form of opinion of Bond Counsel is set
forth in Appendix E hereto.

To the extent the issue price of any maturity of the 2010 Bonds is less than the amount to be paid at
maturity of such 2010 Boads (excluding amounts stated to be interest and payable at least annually over the term
of such 2010 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 2010 Bonds which 1s 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 2010 Bonds is the first price at which a substantial amount
of such maturity of the 2010 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 2010 Bonds accrues daily over the term to maturity of such 2010
Bonds on the basis of a constant interest rate compounded semiannually (with straight-line interpolations
between compounding dates), The accruing original wssue discount 15 added to the adjusted basis of such 2010
Bonds to determine taxable gain or loss upon disposition (inciuding sale, redemption, or payment on maturity)
of such 2010 Bonds. Beneficial owners of the 2010 Bonds should consult their own tax advisors with respect to
the tax consequences of ownership of 2010 Bonds with original issue discount, including the treatment of
beneficial owners who do not purchase such 2010 Bonds in the original offering to the public at the first price at
which a substantial amount of such 2010 Bonds is sold to the public.

2010 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 2010 Bonds. The Agency has
made certain representations and covenanted to comply with certain restrictions, conditions and requirements
designed to ensure that interest on the 2010 Bonds will not be included in federal gross income. Inaccuracy of
these representations or failure to comply with these covenants may result in interest on the 2010 Bonds being
included in gross income for federal income tax purposes, possibly from the date of original issnance of the
2010 Bonds. The opinion of Bond Counsel assumes the accuracy of these representations and compliance with
these covenants. Bond Counsel has not undertaken to determine {or to inform 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 2010 Bonds may adversely affect the value of, or the tax status of
interest on, the 2010 Bonds.
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Certain requirements and procedures contained or referred to in the Indenture, the Tax Certificate, and
other relevant documents may be changed and certain actions (including, without limitation, defeasance of the
2010 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 Counsel is of the opinion that interest on the 2010 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 accrnal or receipt of interest on, the 2010 Bonds may otherwise affect a beneficial owner’s
federsl, 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
Counsel expresses no opinion regarding any such other tax consequences.

Future legislation, if enacted into law, or clarification of the Code may cause interest on the 2010 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 2010
Bonds. Prospective purchasers of the 2010 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 Counsel is based on current legal authority, covers cerfain matters not directly
addressed by such authorities, and represents Bond Counsel’s judgment as to the proper treatment of the 2010
Bonds for federal income tax purposes. It is not binding on the Internal Revenue Service (“IRS™) or the courts.
Furthermore, Bond Counsel cannot give and has not given any opinion or assurance about the future activities of
the Agency, or about the effect of future changes in the Code, the applicable regulations, the interpretation
thercof 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 2010 Bonds ends with the issuance of the 2010 Bonds,
and, unless separately engaged, Bond Counsel is not obligated to defend the Agency or the beneficial owners
regarding the tax-exempt status of the 2010 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 connection with an audit examination of fax-exempt bonds is difficult, obtaining am
independent review of IRS positions with which the Agency legitimately disagrees may not be practicable. Any
action of the IRS, meluding but not Iimited to selection of the Bonds for audit, or the course or result of such
audit, or an audit of bonds presenting 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.

EITIGATION

At the time of delivery of and payment for the 2010 Bonds, the Agency will certify 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) n
any way questioning the corporate existence of the Agency or the titles of the officers of the Agency to their
respective offices; (1) affecting, contesting or seeking to prohibat, restrain or enjoin the issuance or delivery of
any of the 2010 Bonds, or the payment or collection of any amounts pledged or to be pledged to pay the
principal of and interest on the 2010 Bonds, or in any way contesting or affecting the validity of the purchase,
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 consnmmation 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 result in any material
adverse change relating to the Agency; or (iv) contesting the completeness or accuracy of this Official Statement
or any supplement or amendment hereto or asserting that this Official Statement contained any untrue statement
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of a material fact or omitted {o 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 18 no
basis for any action, suit, proceeding, inquiry or investigation of the nature described in clauses (i) through (iv)
of this sentence.

FINANCIAL STATEMENTS FOR FISCAL YEAR 2009

Included 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
APPENDIX C.

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 auditors to append the Agency’s financial statements to
this Official Statement. Accordingly, the independent auditors did not perform any procedures relating o 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 *_ 7
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

Services, 7 World Trade Cenier 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 judgment, 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 purchased by EJ. 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 from the Agency and concurrently
resell the 2010 Bonds to the Underwriter the 2010 Bonds at a purchase price of $ , subject to
certain terms and condifions to be fulfilied by the Agency and the City. The Underwriters have certified to the
Agency that the 2010 Bonds were re-offered to the general public at the prices or yields set forth on the inside
front cover page of this Official Statement. Based on such certification, the Underwriting compensation will be
$ . The offering prices may be changed from time to time by the Underwriter.

Piper Jaffray & Co., (“Piper™) has entered into an agreement (the “Distribution Agreement”™) with
Advisors Asset Management, Inc. ("AAM™) for the distribution of certain municipal securities 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 2010 Bonds, the Indenture, other applicable legisiation,
agreements and other documents are made subject to the provisions of the 2010 Bonds and such documents,
respectively, and do not purpoit 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.
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Any statements made in this Official Statement involving matters of opinion or of estimates, whether or
not expressly stated, are set forth as such and not as representations of fact, and no representation is made that
any of the 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:

Yerry Sanders, Executive Director
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I.  INTRODUCTION

The Redevelopment Agency of the City of San Diego (the “Agency”) anticipates issuing two series
of Tax Allocation Bonds in the summer of 2010 to be secured by tax increment revenues from the
Naval Training Center Project Area (the “Project Area”) as explained in section 1.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
of new construction, the effects of pending assessment appeals, and the property tax collection and
allocation procedures of the County of San Diego (the “County™).

A, NAVAL TRAINING CENTER 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 in May 13, 1997 (accomplished by
Ordinance No. 18405). The Plan was adopted to eliminate conditions of blight in the Project
Area by new construction, revitalization and upgrading of residential, commercial, office,
and public properties and facilities within and surrounding the Project Area.

Chapter 4.5 (Section 33492) of California Community Redevelopment Law (Health and
Safety Code Section 33000 et. seq.) addresses the redevelopment of closed military bases.
Pursuant to Section 33492.9 the county auditor is required to certify to the Director of
Finance the date of the final day of the first fiscal vear in which one hundred thousand
dollars ($100,000) or more of the tax increment funds from the Project Area are paid to the
Agency. The date, as certified by the San Diego County Auditor, that the Agency first
received $100,000 or more from the NTC Project Area was June 30, 2003,

The Plan will remain in effect until thirty (30) years from June 30, 2003. Pursuant to
subdivision (a}{2) of Section 33492.13 of the Heaith and Safety Code, the time limit on the
establishment of loans, advances, and bonded indebtedness to be funded through tax
increment revenues is twenty (20) years from June 30, 2003, Also, total outstanding bonded
indebtedness of the Project Area to be repaid by the allocation of taxes to the Agency is not
to exceed $56 million at any point in time. In accordance with subdivision (a)}{4) of Section
33492.13 of the Health and Safety Code, the time [imit for the receipt of tax increment
revenues is forty-five (45) years from fune 30, 2003. Please note that the Agency and the
City of San Diego adopted Ordinance 0-19513 in July 2006 extending (1) the Plan
effectiveness deadline to 2035, (it) repayment of indebtedness deadline to 2050, and (iii) tax
increment receipt deadline by an additional year.

Fiscal Consultant Report Page 1
Naval Training Center Redevelopment Project Area July 9, 2010




20 Years from County

May 13,1997 [1] | 46 Years [2] $21,494 864 [3] $56 Matlion Auditor Certification [4]

[1] The Project Area is a post AB 1290 project area as discussed i Section IILF below,

[2] The time limit for the repayment of indebtedness is also 46 years.

[3] Total veceipts for Fiscal Year 2002-2003 through 2008-2009 as shown i Table 10,

[4] Time limits commence from the date the County Auditor certifies the final day of the first fiscal year in which $100,000 in tax
increment is paid to the Agency from the Project Area. {Sec. 33492.13(a)(2))

The Project Area is administered by the City Redevelopment Division of the City Planning
and Community Investment Department. The Project Area encompasses 504 gross acres and
is located 2.5 miles northwest of downtown San Diego. The area includes residential, non-
residential, and institutional land uses. The District is bordered on the east by the United
States Marine Corps Recruit Depot and San Diego International Airport, on the south by
Harbor Drive and the San Diego Bay, and on the north and west by Rosecrans Street and the
Loma Portal and Midway communities.

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 Opportunity
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 of credit 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); North Bay ($8.6 million); and North Park ($7.3 million). Of
the $34 million, $29 million was allocated to the Affordable Housing Opportunity Program,
including Naval Training Center’s $7.1 million. The Affordable Housing Opportunity
Program has provided approximately $26 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 through
the Comprehensive Affordable Housing Collaborative Program.

C. PrROPOSED SERIES 201G BONDS

The Agency anticipates issuing two series of tax allocation bonds in the summer of 2010;
one stand-alone tax-exempt series secured by non-housing tax increment revenues, and one
pooled taxable series secured by housing tax increment revenues {rom the Project Area and
the City Heights, Crossroads, North Bay, North Park, and San Ysidro project areas.

The tax-exempt proceeds of the stand-alone bonds supported by non-housing tax increment
are expected to be used for public improvements in the Project Area. The proceeds of the
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pooled housing bonds are expected to be used for repaying bank lines 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. LOAN AGREEMENTS AND METHOD OF FINANCING
1. U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT LOAN

In 2003, the Agency entered into a Rehabilitation Grant Agreement with the NTC
Foundation to contribute $5.85 million for the rehabilitation of six historic buildings
in the NTC Civic, Arts and Cultural Center. Funds for the Rehabilitation Grant
Agreement were provided by a $5.91 million Section 108 Ioan the City received from
the U.S. Department of Housing and Urban Development(“HUD”) in 2004, Annual
payments on the loan are made from Project Area tax increment revenues. The total
amount of outstanding loans is approximately $7.18 million, of which approximately
$5.07 million is principal.

The Agency’s obligation to repay the loan is subordinate to the Agency’s repayment
obligation with respect to any bonds, notes, or other indebtedness issued by the

Agency.
2. AGENCY DEBT TO THE CITY
a. COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM

In 2008, the Office of Inspector General (“OIG™) of the HUD audited the
City’s Community Development Block Grant (“CDBG”) program and issued
a report to HUD which recommended, among others, 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 OIG’s report and have agreed upon a 10 year schedule of
repayment to the San Diego CDBG Program. A February 2010 report to the
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 approval. It was also recormmended
that the terms of the proposed Repayment Agreement include the following
provistons, 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.

The total amount of outstanding CDBG loans as of June 30, 2009 for the
Project Area is approximately $316,000, of which approximately $149,000 is
principal. Loans from the City were provided in the years preceding and
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mumediately following the adoption of the Project Area, to pay the cosis
associated with adoption and administration of the Project 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. The City ufilized general fund
monies to fund the NTC base reuse process and the adoption of the NTC
Redevelopment Plan. The City’s funding of the Project Area was recorded
as interest bearing loans to the Agency.

The Project Area has $2.15 million in outstanding non-CDBG related debt to
the City as of June 30, 2009, of which approximately $1.3 million is
principai. Loans from the City were provided in the years preceding and
immediately folowing the adoption of the 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.

c. COOPERATION AGREEMENT

In addition, pursuant to a Cooperation Agreement between the City and the
Agency dated June 26, 2000, approximately 429 acres was sold by the City to
the Agency for $8.3 million for the Agency to implement the NTC Reuse
Plan and NTC Redevelopment Plan. The Agency is to pay the City on
demand from available tax increment revenue or other sources not otherwise
needed to carry out the Redevelopment Plan. The Agency’s obligation is
subordinate to any pledge of tax increment made in connection with any
bonds or other obligations issued by the Agency to finance the
redevelopment of the Project Area. However, repayment is to be made no
later than the Project Area’s time limit for the repayment of indebtedness,
2050. Compounded interest accrues annually. The outstanding balance is
$15,567,557, of which $8,300,000 is principal and $7,267,557 is interest.
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II. PROJECT TAXABLE VALUES

The County of San Diego Assessor (the “Assessor”) determines the assessed valuations of real and
personal property. The secured roll is the Assessor’s roll, which contains real property for which
taxes are secured by a lien on the property, and the unsecured roll contains business personal
property, for which 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 Assessor releases the
equalized Assessor’s roll on or prior to the first of July of each Fiscal Year. At this time, the Auditor
Controller compiles the tax roll based on this information. The Auditor Controiler assigns each APN
to a Tax Rate Area (“TRA”), which is a geographic area containing Assessor’s Parcels with the same
tax rates. The Project Area consists of TRA 008-254. 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 valae 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 each agency due to procedural differences and timing of
obtaining the data. Please note that Table 1 is based on values provided by the County Auditor.
Since the County Assessor’s sccured values are lower than the Auditor’s values, we have
conservatively used the lower secured values in Tables 2, 3, 11, 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 2009-2010
assessed values shown herein are dated as of January 1, 2009.

A.HiSTORIC TAXABLE VALUES

DTA researched historic secured and unsecured taxable values in the Project Area for Fiscal
Years 2001-2002 through 2009-2010. These values, which are based on information
provided by the County of San Diego Auditor Controller, are shown in Table 1. As listed in
the table, the base vear value for the Project Area is $0, and the total secured and unsecured
value for the Project Area has risen from $0 in Fiscal Year 2001-2002 to $493 million Fiscal
Year 2009-2010.

Furthermore, as shown in Table 1 below, assessed values for property located within the
Project Area experienced triple digit percentage increases from Fiscal Year 2002-2003
through Fiscal Year 2003-2004 followed by double-digit percentage increases from Fiscal
Year 2004-2005 through Fiscal Year 2006-2007. Much of this annual increase can be
attributed to value changes due to development of the Project Area which resulted in the
construction of 349 new residential units, seven new office buildings totaling approximately
380,000 square feet, two hotels totaling 350 rooms, a 46-acre park and waterfront esplanade
as well as the rehabilitation of approximately 325,000 square feet of buildings for
commercial use and the rehabilitation of seven historic buildings in the NTC Civic, Arts and
Cultural Center,

In Fiscal Year 2009-2010, property located within the Project Area experienced an increase
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in value of approximately 9% from Fiscal Year 2008-2009. Despite the reductions in value
due to Proposition 8 reductions and ownership change, the resulting net increase in value
was due to new construction activity in the Project Area. Please refer to Section 11.D.2 below
for more mformation regarding the changes in value for Fiscal Year 2009-10.
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FY 20012002
Taxable Value {3]

FY 2002.2003
YFaxable Value

TABLE 1

HISTORICAL TAX INCREMENT VALUES [1}

FY 2003.2004
Taxable Value

FY 2004-2005
Taxable Value

FY 2005-2006
Taxable Value

FY 2006-2007
Taxable Value

FY 2007-2008
Taxable Value

FY 2608-2009
Taxabfe Value

FY 200%-2010
Taxable Value

M
12
3
14]

Secured Values {2]

Assessed wakims as of 1/1 of the inttial year of each fscal year (e 171709 for FY 2009-2010),
Based on infarmation provdad by the Sounty of San Diego Auditer/Controlier as indicated in "Report Val File-04 PEVVP70@",

Mg tax increment was collected diring FY 2001-2002,
Base valtie is $0.

Land $G $11,090,000 $75,289623 $103,538,887 3181,535,185 $226 118963 $220,9965 992 $223 602,190 $215,734,612
mprovement o] o 25078,273 106,157,843 172,114,802 165,164.734 208,982,172 278,728 341 325824790
Pearsonal Properiy o] o 3] 3] 404,315 408,225 483,836 486 680 3,288,348
Gross Valus G 11,090,000 160,365,896 209,736,730 354,054,302 331,691,922 430,423,000 502,817 211 544,857,75Q
Less Exemptions o] o] 4] (13,384,540} 16,504,227} {7.051,107} {51,190,293) {65219,524} (69,381,177}
Total Secured +] 11,090,000 100,365,896 196,352,190 337,550,078 384,640,815 379,232,707 437,497,687 475,506,573
Unsecured Values [2]
Land ] g 4] o o] o el 0 o]
nprovemant 4] a o O 12,832 283173 1,598,922 7.e11.200 6225385
Personal Property o] 8,158 480,646 540,989 2,213,218 6,501,108 43,098,282 24,148 630 24,365,536
Gross Value 0 g158 480 646 540,989 2,226,050 6,784,279 44 597 205 32,059 830 30,580,921
Less Exemptions 0 g o] 0 (1,715,190) {3,158,285) {38,735,206) (16,583,998) {12.710,349)
Total Unsecured 1] 8,158 480,646 540,989 510,850 3,636,014 5,961,999 15,475,842 17,880,572
Total Secured and Unsecured ] 11,098,158 100,848,542 196,893,179 328,060,935 388,276,829 385,194,708 452,973,530 492,387,448
Percentage Change in Total Value NA NiA 80B.6B% 95.24% 7170% 14.55% -0.79% 17.60% 8.92%
Base Year Vaiue [4] o o ] ] o ¢ 1] [t} 1]
Incremental Value \] 11,098,158 100,846,542 196,893,179 338,060,935 388,276,829 385,194,706 452,973,530 493,387,145
Parcentage Change in bremental Valkie Nip N/A B08.68% 95.24% T1T0% 14.35% -0.79% 17 60% 8.92%

Note: Table 1 is based on values provided by the Auditor while Tables 2, 3, 11, and 12 are based on values provided by the County Assessor. Based on discussions with the
County Auditor/Controiler and County Assessor, discrepancics in the total net assessed values are due to procedural differences and timing in obfaining exemption data.
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B. VALUES BY LAND UStE TYPE

The Project Area includes a combination of land uses based on an analysis of the Fiscal Year
2009-2010 Assessor’s roll. This allocation indicates that 46.05% of the Project Area
valuation 1s attributable to residential land uses (all of which is single family residential),
49.45% of the value is attributable to commercial property (of which 5.75% is retail and
26.31% is office space), 0.98% is attributable to industrial property, and 3.52% of the value
is aftributable to mstitutional and recreational property. The breakdown by land use tvpe is
shown in Table 2.

TABLE 2
FY 2009-2010 ASSESSED VALUE BY LAND USE
Secured Total Net Percent of
Land Use [T] No. of Parcels [1] Units Assessed Value [2] Net Assessed Vaiue
Residential Property (land use codes 07 through 19)

Single Family Residential 349 349 $218,248,793 48.05%

Miscellaneous 1 o] ) §0 0.00%
Sublotat 350 349 $218,248,793 48.05%
Commercial Property (land use codes 20 through 39)

Office Space 22 NA $124,687 960 26.31%

Retail 6 NA $27,258,719 5.75%

Hotel ' 2 NA $68,725,793 14.50%

Vacant Land 22 NA $13,666 068 2.88%

Other Uses 1 NA 50 G.00%
Subtotal 53 NA, $234,338,540 49.45%
Industrial Property {land use codes 40 through 49)

Factory/Manufacturing 4 NA 54,639,853 0.98%
Subtotat : 4 NA $4,639 853 0.98%
Institutional Property {land use codes 70 through 79) 11 NA $5,471,700 1.45%
Recreational Property {fand use codes 80 through 84) 3 NA $11,214,486 2.37%
Miscellaneous Use (land use codes 85 through 89 and 00} g NA $1 0.00%
Total 430 349 $473,913,373 100.60%
[1}includes parceis with & net assessed value equal to $0. Excludes parcels owned by public agencies based on final FY 2009-2010 Assesssor's Rolk
{2] Based on final FY 2009-2010 Assesscr's Roll. Land use codes provided by the County Assessor.

Note: Table 1 is based on values provided by the Auditor while Tables 2, 3, 11, and 12 are based on values provided by the County
Assessor. Based on discussions with the County Auditor/Controller and County Assessor, discrepancies in the total net assessed
values are due to procedural differences and timing in obtaining exemption data,

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 mumber of Assessor’s Parcels under their ownership, the total net assessed
valuation under their ownership, the percentage of the total Project Area assessed value
represented by that owner’s property, and the percentage of the total Project Area
incremental vaiue represented by the applicable owner’s property.
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As of May 10, 2010, all top ten assessees are current in the payment of their property taxes.

Among the top ten assesses, Liberty Station HHG Hotel has contested that the Fiscal Year
2009-10 assessed value of one of their parcels should be reduced to $18,000,000 from
$40,258,287; McMillin-NTC Landing LLC has contested that the Fiscal Year 2009-10
assessed value of one of their parcels should be reduced to $5,750,000 from $11,795,000;
and finally The Vons Companies Inc. has contested that the Fiscal Year 2009-10 assessed
value of one of their parcels should be reduced to $9,300,000 from $18,666,000. These
appeals have not yet been resolved by the County, but DTA has assumed the appeals are
resolved at the applicant’s opinion of value or at a rate of 60% of the contested value.

Fiscal Consultant Report Page 9
Naval Training Center Redevelopment Project Area July 9, 2014




TABLE 3
FY 2009-2010 TOP TEN ASSESSEES
Secured Total Percent of
No. of Net Assessed Percent of Secured incremental
Owner [1] Land Use Parcels [1] Value [2] Total Net Value Value [2]§
Linerty Station HHG Hotel LP/City of San Diego Redevelopment Agency [3,4] HetelMotel 2 $68,725793 14.50% 13.93%
EMCMIlin-NTC Landing LLT/City of San Diego Redevelopment Agency {3.5,6] Store Buifding 7 $20,159,140 4.25% 4.09%
EThe Vons Companies Inc/City of San Diego Redevelopment Agency [3,7] Store Building 1 $18,666,000 3.94% 3.78%
MoMillin-NTC LLC/City of San Diego Redevelopment Agency [3,5] Vacant CommercialiStore Bulding/Church 10 $18,246 719 3.85% 3.70%
%MCMﬁlin NIC 902 LLC [5]) Office Buiiding 1 $18,169,800 3.40% 3.27%
EMcMiilin NTG 9037904 LG (5 Office Buiiding 1 $13,573,196 2.86% 2.75%
§CDC Small Business Finance Corp Office Building 1. $10,428,980 2.20% 2.41%
iMcMilin NTC 193 LLC/City of San Diego Redevelopment Agency [3.5] Store Building 1 $10,330,257 2.18% 2.09%
iBuilding 07 LLC Offica Building 1 $8,975.224 2.10% 2.02%
McMilin NTC 901 LLC [5] Office Buikling 1 $9,829,189 207% 1.9%%
Grand Total NA 26 $196,044,298 41.37% 39.73%
SECURED TOTAL NET ASSESSED VALUE OF TOP 5§ OWNERS: $141,907,452
SECURED TOTAL NET ASSESSED VALUE OF TOP 10 OWNERS: $196,044,298
SECURED TOTAL NET ASSESSED VALUE: $473,913,373 [g]
TOTAL TAX INCREMENT VALUE: $493,387,145 [3]
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 5 QWNERS TO TOTAL SECURED NET VALUE: 29.94%
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 5 OWNERS TO TOTAL TAX INCREMENT VALUE: 28.76%
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL SECURED NET VALUE: 41.37%
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL TAX INCREMENT VALUE: 38.73%
[1} Includes parcels wilh a net assessed wilus equal 16 30, Excludes parcels owned by public agencies based on final FY 2008-2010 Assesssor's Roll.
[2] Based on final FY 2009-2010 Assessors Roll.
[3] Based on awnership information provided by the County of San Disge as of 171708, parcels are [eased from the City of San Diego Redevelopment Agency.
[4] As shown in the Appeals section. Liberly Statien HHG Hotel LP contests that the value of one of ifs two parcels should be reduced from the original value of $40, 258,287 to $18,000,000. The appeal has not yet been resohed by the
Gounty, but DTA has assurned the appeal is resolved in favor of the applicant at a rate of 60% of the contested value as described in the Appeals section. The reduced value is not shown above, but has been reflected in the fax
increment projections herein.
[51 The properties owned andfor leased by the various "McMillin” entities (inchiding entities not shown above} account for a total net assessed value of $107,848, 388 which is equal to 22.76% of the
total net assessed value and 21.86% of the total tax increment valus. )
[6] As shown in the Appeals section, McMillin-NTC Landing LLC contests that the value of one of ifs seven parcels should be reduced from the original value of $11,795,000 to $5,750,000. The appeat has not yet been resohed by the
Courtly, but DTA has assumed the appeal 18 resolad in favor of the applicart al a rate of 50% of the contasted value as dascrbad in the Appeals section The reduced value is not shown abovs, but has been reflected in the tax
incremant projections herein,
[7] As shown in the Appeals section, The Vons Companies inc. contests ihat the value of its parcel should be reduced ta $9.300,000. The appeal has not yel been resolved by the County, but DTA bas assumed the appeal is resclved in
favor of the applicant at a rate of 60% of the conlested value as deseribed in the Appeals section, The reduced valus is not shown above, but has been reflacted i the tax increment projections herein,
[B] The total net assessed value shown herein is based on the secured wvalue only. The total lax incremental value is based on the total secured and unsecured value.
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D. ASSESSMENT APPEALS
1. INTRODUCTION

[f'a property owner believes that the assessed value of his/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 m the original contested value and a refund to the property owner for
overpaid property taxes. H the appeal is withdrawn, there is no change in the original
value.

During a real estate market downturn, 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 California Consumer Price Index (“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 request 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 County Assessment Appeals Board, otherwise knowri 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 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 reselved and subsequent 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. There are currently no multiple
appeals filed on a parcel within the project area.

As of March §, 2010, there were nine unresolved appeals for nine parcels within the
Project Area. Tables 4 through 7 show recent historical assessment appeals in the
Project Area, providing the following information: fiscal vear in which appeal was
recetved, 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 of the 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 “informal” review process (1/1/2009 -
5/30/2009) for such fiscal year. In addition to the 32,000 informal
applications, the County Assessor’s office was proactive and, on its own,
reduced the assessed values for approximately 72,000 properties 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 formal
process, any reductions to value will take longer to appear on the tax roll than
reductions made through the County’s informal appeal process described
above,

For the Fiscal Year 2010-2011 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 which will
be applied to all property 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 magnitude of the Fiscal Year 2010-2011 change in
value for the Project Area, DTA compared the historical Project Area change
in value to the County-wide reduction in value from Fiscal Year 2008-2009
to Fiscal Year 2009-2010. Based on discussions with the Agency, the Project
Area 1s anticipated to experience declines that are slightly higher than the
County-wide average due to project specific factors. Therefore, we have
assumed a reduction in value of 2% and 1% for Fiscal Years 2010-201 1 and
2011-2012, respectively. The chart below summarizes the reduction in
assessed values and its impact on incremental value.
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-Actual 2009-2010 -3% +9% +0%
Estimated 2010-2011 -1% 2% -2%
Estimated 2011-2012 -1% © 1% -1%

[1] Based on information provided by the County of San Diego Assessor's Office.

3. HISTORICAL APPEAL REDUCTIONS

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

For purposes of this analysis, DTA has excluded any appeals that were withdrawn by
the applicant. In addition, DTA has assumed that pending appeals will result in a
reduced value equal to the greater of the applicant's opinion of value or 92% of the
contested value for residential properties, and the greater of the applicant’s opinion
of value or 60% of the contested value for non-residential properties. The estimated
reduction for pending appeals is based on an analysis of resolved assessment appeal
data for property in the Project Area and other project specific factors and estimated
County-wide value reductions going forward as explained in Section 1L.D.2 above.
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4. FISCAL YEAR 2006-2007 APPEALS

During Fiscal Year 2006-2007, a total of 11 appeals were filed in the Project Area as shown in Table 4. All 11 appeals with a total
Fiscal Year 2006-2007 assessed value of $15,947,412 were resolved with a reduction in value of $6,752,412 for Fiscal Year 2006-

2007, a 42.34% decline.

FY 2006-2007 ASSESSMENT APPEALS

TABLE 4

Number of

Numberof Pending Appeals Applicants Percentage

Number of Prop & Included in Opinion of Resolved / ImpactValue Change of

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

FY 2006-07 Appeais

Pending Appeals 9 0 4] 30 el 30 o 0.00%
Resolved Appeals
Non-Residential

CITY OF SAN DIEGONTC /7 1 a 2375000 442,885 435,000 (1,940,000} -81.58%

MCMILLIN-NTC LLE 10 2 $13,572412 $7,920,000 $8,760,000 {$4,812.412) -35.46%

Sublotal - Non-Residential 11 2 NA $15.947 412 $8.362.885 4,195 000 (36,752,412} -42.34%

Pending Appeals o o a 80 0 $0 80 0.00%

Resolved Appeals Prior fo Final FY 2009-2010 Assessor Rell 11 2 NA $15,947 412 $8.362.885 £%,195,000 196,762,412y 42 34%

Resolved Appeals After Final FY 2069.2010 Assessor Roll 1] [i] NA 50 50 $0 $0 0.00%

Total FY 2006.2007 Pending and Resoived Appeals 11 2 NA $15,947 412 %8.362,885 $9,195,000 ($6,752 412} 42 34%

11] For any appeals that have not been resolved at this ime, DTA has assumed the appeal resulied in a reduction equal 1o the lesser of the applicant's opinion of value or a rate of 82% of the contested value for Residential parcels or a rate of 60% of the
contested value for Non-Residential parcels, Actual resolved appeals in the Project Area singe FY 2006-2007 resulted in an average reduction of 9% and 42% for Residential and Non-Residential parcels, respecthwely.
{2] There are currently no muitiple appeals filed on one parcel within the project area. For purposes of ii¥s analysis, if multiple appeals have been fileg on one parcel, we hawe assumed only one appeal resulfed in a reduction in value and subsequent pending

appeals will result inne change in value.
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5. FISCAL YEAR 2007-2008 APPEALS

During Fiscal Year 2007-2008, a total of three appeals were filed in the Project Area as shown in Table 5. All three appeals with a
total Fiscal Year 2007-2008 assessed value of $3.427,284 were resolved with a total reduction in value of $260,745 for Fiscal Year

2007-2008, a 7.61% decline.

FY Z007-2008 ASSESSMENT APPEALS

TABLE §

Number of

Number of Pending Appeals Applicants Percentage

Number of Prop 8 Included in Opinion of Resolved / ImpactiValue Change of

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

Pending Appeals g 4 o £0 0 30 S0 0.00%
Resoived Appeals

Residential

INDVIDUAL HOMEDWNERS 3 3 83427284 $2.517 539 $3,166,538 {$260,745) ~T.61%

Subtotal - Residential 3 3 NA $3.427 284 $2.847 539 $3.166 538 ($260,7458) -7681%

Pending Appeals 8 [ 0 30 $0 80 $0 0.00%

Resecived Appeals Pricr to Final FY 2009.2010 Assessor Rofl 3 3 NA $3,427,284 $2.517,539 $3,166,539 {$260,745) -T.61%

Reselved Appeals After Final FY 2009-2010 Assessor Rol o 1] NA 0 30 $0 kil 0.00%

3 3 NA 8§3427.284 $2.517,539 $3,166,538 {$260,745) -761%

Total FY 2007.2068 Pending and Resolved Appeals

{11 For any appeals that have not been resolved at this ime, RTA has assumed the appeal resulted in a reduction equal to the lesser of the applicant's opinion of value or a rate of 92% of the contesied value for Residential parcels or a rate of 60% of the
coniested value for Non-Residential parcels. Aclual resolved appeals in the Project Area since FY 2006-2007 resulted in an average reduction of 9% and 42% for Residential and Non-Residential parcels, respectively.
[2] There are cumrently no mulliple appeals filed on one parcei within the project area. For purposes of this analysis, if muliple appeals have been filed on one parcel, we have assumad only one appeal resulied in a reduction in value and subsequent pending

appaals will result in no change in value,
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6. FISCAL YEAR 2008-2009 APPEALS

During Fiscal Year 2008-2009, a total of 13 appeals were filed in the Project Area as shown in Table 6. All 13 appeals with a total
Fiscal Year 2008-2009 assessed value of $11,602,446 were resolved with a total reduction in value of $1,111,464 for Fiscal Year

2008-2009, a 9.58% decline.

TABLE 6

FY 2008-2009 ASSESSMENT APPEALS

Number of
Number of Pending Appeals Applicants Percentage
Number of Prop & Included in Opinion of Resolved / ImpactiValue Change of
Land Use/Applicant Name Appeals Appezls Analysis[2] Assessed Value Value Pending Value [f] Change  Assessed Valus
Pending Appeals o 14 o 30 0 30 30 0.00%
Resolved Appeals
Residential
INDIVIDUAL HOMEOWNERS 13 13 511,602,446 $6.080,820 $10.4890.982 (81,111,464 -5.58%
Subtotal - Residential 13 13 NA $11,602 446 $9.080,820 $10 490,982 ($1.111.464) -9.58%
Pending Appeals 0 0 o 0 $0 30 50 0.00%
Resolved Appeals Priorto Final FY 2009-2010 Assessor Rofl 13 13 NA $17.602.445 $8.080,820 $10 490,982 (81,111.464) -8.58%
Resclived Appeals After Finaf FY 2009-2610 Assessor Roll 0 ] NA $6 $0 0 30 0.00%
Total FY 2008.200% Pending and Resolved Appeals 13 13 MNA $11.602,446 $9.080.820 $10.490 982 (31,111,464} -9.58%
Grand Total - Pending Appeals $99,415,963 365,772,890 $65,617,262 (533,798,701} -34.00%
Grand Total - Reselved Appeals Prior to Final FY 2009-2010 Assessor Roll $24,396,742 $17,068,244 $18,762,521 ($5,634,221) 23.09%
Grand Total - Resolved Appeals After Final FY 2008-2010 Assessor Rol $0 $0 $0 £ 0.00%
GRAND TOTAL - Pending and Resolved Appeals $123,812,705 $72,841,134 $84,379,783 (839,432,922} ~31.85%

[1] For any appeals that bave not been resolved at this me, DTA has assumed the appeal resulted in a reduction equal fo the lesser of the applicant’s opinion of value or a rate of 92% ofthe contested value for Residential parcels or a rale of 60% of the

contested value for Non-Residential parcels. Actual resolved appeals in the Project Area since FY 2006-2007 resulted in an average reduction of 9% and 42% for Residential and Non-Fesidential parcels, respectively,

[2} There are curently no multiple appeals fled on one parcel within the project area, For purposes of this analysis, if muliiple appeals have been filed on one parcel, we have assumed only one appeal resilted in a reductionin value and subsequent pending

appeals will result in no change in valte.
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7. FISCAL YEAR 2009-2010 APPEALS

During Fiscal Year 2009-2010, a total of four residential and five non-residential
appeals were filed in the Project Area as shown in Table 7. All four residential
appeals and five non-residential appeals remain pending with a total Fiscal Year
2009-2010 assessed value of $2,948,676 and $96,467,287, respectively. DTA has
estimated a total reduction of $212,986 for the residential appeals and $33,585,715
for the non-residential appeals which represents 7.22% and 34.82% of the contested
value, respectively, as described in Section 11.D.3 abave.
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TABLE7
FY 2009-2010 ASSESSMENT APPEALS

Number of
Numberof Pending Appeals Applicants Percentage
Number of Prop 8 included in Opinion of Resolved | Impact/Value Change of
Land UselApplicant Name Appeals Appeals Analysis[2] Assessed Value Value Pending Value [1] Change  Assessed Value
Pending Appeals
Residential
individual Homeowner [1] 4 4 4 $2 948 676 $2 272890 $2.735,690 ($212,986) ~7.22%
Sublotal - Residential 4 4 4 $2 948 676 $2.272,880 $2,735,850 {$212,986) ~7.22%
MNon-Residential X
LIBERTY STATION 210 INVESTORS. LLC 1 0 1 $8,000,000 $6.950,000 $6,950,000 {$1.050,000) -13.13%
MCMILLIN NTC LANDING LLC 1 &) 1 $11,785,000 $5,750,000 $7.077,000 (%4,718,000) -40.00%
VONS COINC 1 1 1 $18.666,000 $9,300,000 $11,199.600 {$7.466 400) -40 00%
LIBERTY STATION EDUCATION CENYERLLC 1 1 1 $17.748,000 $13.500,000 $12.500,000 ($4,248,000) -23.94%
LIBERTY STATION HHG HOTEL LP 1 1 1 $40 258 287 $18,000,000 $24154,972 1$16.103,315) -40.00%
Subtotal - Nen-Residential 5 3 5 §96 467 287 $53,500,000 62,881,572 {$33,585715) ~34.82%
Resalved Appeals 0 0 NA 50 80" 50 $0 0.00%
Pending Appeals 9 7 9 $99,415,963 355,772,890 $65617,262 {$33,798,701) -34.00%
Resoived Appeals Prior to Final FY 2008-2010 Assessor Roll 0 8] NA $0 $0 30 $0 0.00%
Resolved Appeals After Final FY 2009-2010 Assessor Roll o] 0 NA 30 $0 30 G 0.00%
Total FY 2008-2010 Pending and Resolved Appeals g 7 NA $99.415,963 $55.772,800 $65617.262 £333,798.701) -34.00%
Grand Total - Pending Appeals $99.415963 $55,772,899 $65,617,262 {533,798,701) -34.00%
Grand Total - Resolved Apgeals Prior to Final FY 2009-2010 Assessor Roll $24,396,742 $17,068,244 $18,762,521 {$5,634,221) -23.09%
Grand Total - Resolved Appeals After Final FY 2009-2010 Assessor Roll 50 $0 $0 $0 0.00%
GRAND TOTAL - Pending and Resolved Appeals $123,812,705 $72,841,134 $84,379,783 {$39,432 922) -31.85%

[1] For any appeals that have not been resolved at this ime, DTA has assumed the appeal resulted in 3 reduction equal to the lesser of the applicant's opinion of value or a rate of 92% of the contested value for Residentiat parceis or a rate of 60% of the
contested value for Non-Residentiat parcels. Actual resolved appeals in the Project Area since FY 2008.2007 resulied in an average reduction of 8% and 42% for Residential and Non-Residential parcels, respectively.

appeals will result in no change In value.

{2] There are curently no multiple appeals filed on one parcel within the project area. For purposes of this analysis, if mulliple appeals have been filed on one parcel, we have assumed only one appeal resulted in a reduction in value and subsequent pending
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8. ToP TAXPAYER APPEALS

As indicated in Table 3, Liberty Station HHG Hotel LP, McMillin-NTC Landing
LLC and The Vons Companies Inc., have appealed the assessed value for one or
more Assessor’s Parcels that they currently own. Liberty Station HHG Hotel has
contested that the Fiscal Year 2000-10 assessed value of one of their parcels should
be reduced to $18,000,000 from $40,258,287; McMillin-NTC Landing LLC has
contested that the Fiscal Year 2009-10 assessed value of one of their parcels should
be reduced to $5,750,000 from $11,795,000; and finally The Vons Companies Inc.
has contested that the Fiscal Year 2009-10 assessed value of one of their parcels
should be reduced to $9,300,000 from $18,666,000. These appeals have not yet been
resolved by the County, but DTA has assumed the appeals are resolved at the
applicant’s opinion of value or at a rate of 60% of the contested value as described in
Section 11.D.3 above.

E. PROJECTIONS OF TOTAL ASSESSED VALUES

Due to the fact that the current real estate market downtwmn may last for several years, we
have estimated an annual reduction of assessed values through Fiscal Year 2011-2012. As
discussed in Section I11.1D.2 above, we have assumed a reduction in value of 2% and 1% for
Fiscal 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 of 2% each vear 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 described above. It is important to note that the actual
reduction to tax increment for future years may be higher or lower for a number of different
reasons, inchuding 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 determined 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
override 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 indebtedness on or following January 1, 1989. Table
8 shows the Fiscal Year 2009-2010 rates in the Project Area, separating the override amounts
attributed to bonded indebtedness by participating agencies which excludes those that started
levying a charge after January 1, 1989. Thus, the Fiscal Year 2009-2010 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 off.
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TABLE 8

FY 2008-2009 Rates for

SUMMARY OF PARTICIPATING AND NON-PARTICIPATING AGENCIES

FY 2009-2010 Rates for

{11 Agencies that began lewing an annual charge before January 1, 1989.
[2] Agencies that have been lewing an annual charge after January 1, 1989.

{31 Tax rates based on information provided by the San Diego County Auditor/Controlier.

Participating Agencies [1] TRA 008-254 [3] TRA 008-254 3]
1.00000% 1.00000%
City of San Diego Zoological Exhibit 0.00500% 0.00500%
Metropolitan Water District 0.00430% 0.00430%
Subtotal 1.00930% 1.00930%
Non-Participating Agencies [2]
San Diego City Public Safety 0.00108% 0.00113%
San Diego Unified Bond Series 1988A 0.06788% 0.00868%
San Biego Unified Bond Series 2000B 0.00638% 0.00717%
San Diego Unified Bond Series 2001C 0.00734% 0.00824%
San Diego Unified Bond Series 2002D 0.00965% 0.01074%
San Diego Unified Bond Series 2003E 0.01411% 0.01514%
San Diego Unified Bond Series 1998F 0.00324% 0.00351%
San Diego Unified Bond Series 1998G 0.00440% 0.00496%
San Diego Unified Bend Series 2006 F-1 0.00458% 0.00464%
San Diego Unified Bond Series 2008 G-1 0.00425% 0.00362%
San Diego Community College Bond 2003A 0.00668% 0.00213%
San Diego Communily College Bond 20038 0.00840% 0.00817%
San Diego Community College Bond 2006A 0.00304% 0.00845%
San Diego Community College Bond 2000C 0.00000% 0.00507%
Subtotal 0.07504% 0.09265%
Grand Total 1.08434% 1.10195%

B. SUPPLEMENTAL TAXES, DELINQUENCIES, PENALTIES, INTEREST

Supplemental property 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 new
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.

Fiscal Consultant Report
Naval Training Center Redevelopment Project Area

Page 21
July 9, 2010




TABLE ¢
ALLOCATION ADJUSTMENTS [1]
Supplemental Roil _Delinquenciesl Totalf

Year Roll Corrections Refunds/Adjustments Penalties Adjustments
1999-2000 $0.00 $1.91) ($0.19) $0.00 ($2.10)
2000-2001 $0.00 $13.76 ($2.13) $8.98 $20.61
2G01-2002 $0.00 $0.00 $0.00 $0.06 $0.00
2002-2003 [2] $390,960.83 ($682.47} ($18,585.66) $897 $370,701.67
2003-2004 $495,844.65 ($7.128.41) ($22,656.12) $1.842.20 $460,901.32
2004-2005 $788,655.55 ($5,998.14) ($45,6848.09) $14.896.95 $751,706.27
2005-2006 $833,901.08 ($9,200.68) (8300,778.03) $33.907.09 $557.820.46
20062007 $290,844.78 ($1,197.02}) ($44,601.16} $65,207.84 $310,254.44
2007-2008 $179,548.41 $3.429.53 ($33.806.20} $103,808.83 $253,078.57
2008-2009 $438,668.29 ($11,111.73) ($89,033.62) $150,204.72 $488,618.66
[1] Based on Information in the Agency Trust Fund Summary, prepared by the County of San Diego Auditor-Controlier.

[2] Fiscat Year 2002-2003 refects the first year tax increment monies were collected.

Tax increment payments can also be adjusted due to roll corrections, delinguencies,
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 10. Please note that the total tax receipts collected often exceed the amount levied due
to collection of penalties and interest.

TABLE 16
HISTORIC RECEIPTS TO LEVY ANALYSIS [1]

2002 2003 2004 2005 2006 2007 . 2008
Fiscal Year Ending: 2003 2004 2005 2006 2007 2008 2009

I. Reported Assassed Value

Total Projest Value [2] $11.008,1838 §100,846,542 $1956,883,179 §338,060,935 $388,276,828 §385,194,708 $452,973,530

Less Base Valus o] G 4] G [ 0 a
Ingremantat Valueg 11,088,158 100,846,542 196,883,179 338,060,835 388,276,828 385,184,706 452,873,530
Tax Rate 1.01670% 1.11000% 1.01080% 1.01020% 1.00870% 1.00950% 1.00830%
. Gross Tax Increment 112,835 1,110,397 1,990,196 3.415.092 3,820,431 3,888,541 4,574,862
Unitary Revenue 4 1 4 1 911 8,730 10,005
County Administrative Expenses (2.834) {8,153} {18,762) (29,167) (31,645) {28,005} (41,412)
Totat Computed Levy 110,002 1,111,245 1,971,435 3,385,926 3,888,727 3,870,265 4,540,455
{ll. Total Receipts [3] 489,977 1,465,190 2,698,119 3,886,310 4,100,768 3,983,863 4,870,638
Surplus/A{Shortfall) 379,975 353,845 726,684 500,384 241,041 113,508 330,183
% Difference of Compuied Levy [3] 445.43% 131.85% 136.86% 114.78% 105.43% 102.94% 107.27%

[*1 Fiscal Year 2002-2003 reflects the first year tax increment monies were collected,
[2] Based on total secured and unsecured value for the Project provided by the San Diego County Auditor/Contrailer as of 1/1 of the Inittal year of each fiscal year {i.e. 1/1/08 for Fiscal Year

2008-2010)
[3] Actual receipts collected often exceed the amount levied due to penatlties and interest collected by the Agency.
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C. UNITARY TAXES

The State Board of Equalization (“SBE”) 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 increase 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 of unitary allocation
is significant when the assessed valuation of unitary taxes increases by more than 2% in one
year, in which case revenues are ailocated according to the percentage that each taxing
agency 1n the County receives for secured taxable values. As of Fiscal Year 1988-1989,
when the allocation procedures changed, it was determined 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 1997.

Unitary revenue for the Project Area received as of June 30, 2009 was $10,005. The Project
Areareceived a proportion of the increased amount as it was entitled to receive a share of the
reverues. Assuming that the unitary revenues will stay at a constant [evel 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 property tax administrative charges
to local agencies in the proportion that is attributable to their property tax admuinistrative
costs to the County. The average administrative charge from Fiscal Year 2002-2003 through
Fiscal Year 2008-2009 was approximately 0.91% of gross 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. Low AND MOBPERATE INCOME HOUSING SET ASIDE

In accordance with Community Redevelopment Law (Health and Safety Code, Section
33000 et sey.), the Agency is required to set aside 20% of all tax increment revenues into a
low and moderate income housing fund. For purposes of this analysis, DTA assumes that the
Agency will continue to set aside 20% of the tax increment in order to improve, add to, or
matintain the City of San Diego’s supply of low and moderate income housing in future
years, Exhibit A, which projects future tax increment revenues for the Project Area, indicates
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 LB.

Fiscal Consultant Report Page 23
Naval Training Center Redevelopment Project Area July 9, 2010




¥.AB 1290 PAYMENTS TO AFFECTED TAXING ENTITIES

Assembly Bill 1290 (“AB 12907) was effective as of January 1, 1994 and was significant in
that it put an end to the ability of public agencies to enter into “pass through agreements.”
Instead, the amounts to be paid to the affected taxing agencies are automatically set at the
statutory levels indicated in the table below, Fiscal Year 2002-2003 is considered to be
Year 1. AB 1290 requires that payments be collected until the last fiscal year in which the
agency receives tax increment. For purposes of this analysis, Exhibit A shows the tax
increment projections for the Project Area through Fiscal Year 2047-2048.

Plan Years

Level 1 Level 2 Level 3

I —End

(FY 2002-2003 to FY 2047-48) |

25% of the increment less
the low and moderate
income housing set aside
(or 20% of the gross
increment).

11 — End

{FY 2012-2013 to FY 2047-48)

Using the assessed value
in Year 10 as a dfirst
adjusted  bas¢  year
assessed value, 21% of
the increment less the low
and moderate income
housing set aside (or
16.8% of the gross
increment).

Same as Above PLUS

31— End

Same as Above PLUS

Same as Above PLUS

Using the assessed value
in Year 30 as a first
adjusted  base  vear
assessed value, 14% of
the increment less the low

(FY 2032-2033 to FY 2047-48)

and moderate
housing  set
11.2% of
increment),

the

G. PROPERTY TAX DELINQUENCIES AND FORECLOSURES

Delinquency information for the Project Area was researched with the County on May 10,
2010, As of this date, 19 parcels (4.74% of the total parcels) in the Project Area had a
delinquency rate of 1.22% in the payment of secured Fiscal Year 2009-2010 property taxes
to the County Tax Collector.

Information regarding foreclosure proceedings for residential parcels within zip code 92106,
which fully encompasses the Project Area but also includes areas outside the Project Area,
was researched through RealtyTrac on May 13, 2010. As of this date, 306 residential
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properties had Notices of Default recorded with the County of San Diego, 416 residential
properties were undergoing a trustee’s sale, and 396 residential properties were bank-owned.
Please note that zip code 92106 encompasses over 7,000 residential units while the Project
Area encompasses 349 residential units. Therefore, the actual number of residential
properties within the Project Area which are affected by foreclosure proceedings will be less
than stated above.

H. 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. Of the $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 court in Sacramento by the California
Redevelopment Association, along with two local redevelopment agencies and John Shirey,
the Executive Director of the California Redevelopment Association, rendered portions of
AB 1389 invalid, including the requirement for the Agency to make the Fiscal Year 2008~
2009 ERAF payment. The 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
{(“SERAF”) an aggregate amount of $1.7 billion in Fiscal Year 2009-2010, of which
approximately $56 miilion 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 October
2009, the California Redevelopment Association filed a lawsuit challenging the validity of
AB 26. On May 4, 2010, the court issued a ruling denying the petition of the California
Redevelopment Association and denying a stay of transfer of funds from the redevelopment
agencies to the counties. On May 5, 2010, the CRA and other agencies decided to appeal the
ruling. The Agency cannot determine whether the appeal will be successful.

On May 10, 2010, the Agency made the payment equal to approximately $56 million for the
Fiscal Year 2009-2010 SERAF payment allocated to the Agency. Of this amount,
approximately $1,438,000 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 2010-2011 SERAF payment of approximately
$11.5 million on May 10, 201 1. Of'this amount, approximately $296,000 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 VALUES

Tables 11 and 12 present an analysis of the greatest changes in assessed value between
Fiscal Years 2008-2009 and 2009-2010. As shown in Tables 11 and 12, the total assessed
value for 257 residential parcels was reduced by $25,887,169 (percentage change from
Fiscal Year 2008-2009 to Fiscal Year 2009-2010 is -13.26%) by the County Assessor for
Fiscal Year 2009-2010 as a result of Proposition 8 reductions, other assessment appeals, and
changes in ownership. Of the remaining residential parcels in the Project Area, 27 parcels
increased in value by the 2% inflation factor for Fiscal Year 2009-2010 and 61 parcels were
increased 1n value by greater amounts. The remaining 4 residential parcels increased by less
than the 2% inflation factor from Fiscal Year 2008-2009. In total, residential parcels in the
Project Area decreased in value for Fiscal Year 2009-2010 by $24,848,823, or decreased by
10.22% from the residential property values for Fiscal year 2008-2009. The Project Area
increased in total value by $38,052,286 (8.73%) for Fiscal Year 2009-2010,

More specifically, there was one property owner in the Project Area whose total value
increased by $22,204,713 for Fiscal Year 2009-2010 due to new construction. There was
also one parcel in the Project Area for which the total value decreased by $2,754,000 for
Fiscal Year 2009-2010 due to a change in ownership to an exempt entity.
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TABLE 11
LARGEST CHANGES IN SECURED ASSESSED VALUE
(TOP TEN INCREASES AND DECREASES)
Reason for FY 2008-2009 Secured FY 2009-2010 Secured
Current Assessee Change in Value Parcels Net Assessed Value {11 Net Assessed Value [1] Difference Percent Change
Top Ten Parcels that Increased in Value
Liberty Station HHG Hotel LP New Construction 2 $46,521,080 $68,725,793 322,204,713 47.73%
McMillin-NTC 902 LLC New Construction 3 1,761,864 16,109,800 14,347,936 814.36%
McMillin-NTC Landing LLC New Construction 7 6,805,000 20,159,140 13,354,140 196.24%
Liberty Station 210 Investors LLC New Construction 1 1,236,307 8,092,000 6,855,693 554.53%
McMillin-NTC 193 LLC New Construction 1 8,130,155 10,330,257 2,200,102 27.068%
Davles LLC Ownership Change 1 2,803,215 4,080,000 1,278,785 45.55%
McMillin/Decatur Road 06 LLC New Construction 1 8,481,552 9,181,782 700,230 8.25%
McMillin-NTC 801 LEC New Construction 2 9,156,461 9,829,189 672,728 7.35%
Building 907 LLC New Construction 1 9,549,240 9,975,224 425 984 4.46%
CDC Small Business Finance Corp New Construction 1 10,047,342 10,428,980 381.638 3.80%
Subtotal 20 104,502,216 166,922,165 62,479,949 59.73%
Top Ten Parcels that Decreased in Value
San Diego County Regional Airport Auth. [2]  Ownership Change 1 2,754,000 8] (2,754,000} -100.00%
Individual Homeowner QOwnership Change 1 843,000 312,581 {580,419) -65.00%
individual Homeowner Proposition 8 Reduction 1 1,430,000 883,000 (547,000) -38.25%
Individual Homeowner Proposition 8 Reduction 1 1,138,460 718,000 {420,460) -36.93%
Individual Homeowner Ownership Change 3 2,494 280 2,088,000 {398,280) -15.88%
Individual Homeowner Proposition 8 Reduction 1 1,104,800 753,000 {351,800) -31.84%
Individual Homeowner Proposition 8 Reduction 1 1,180,000 883,000 (297,000) -25.17%
individual Homeowner Proposition § Reduction 1 994,499 725,000 {269,499) -27.10%
Individual Homeowner Proposition 8 Reduction 1 958,800 725,000 {233,800) -24.38%
Individual Homeowner Proposition 8 Reduction 1 956,000 725.000 {225.00Q) -23.68%
Subtotal 12 13,897,839 7.822 581 (6,075,258} -43.71%
All Other Parcels NA 398 317.461,032 289 168,627 (18,292,405} -5.76%
Total 430 435,861,087 473,913,373 38,052,286 8.73%
{11 Assessed values provided by the County Assessor as of 1/1 of the initial year of each fiscat year {i.e. 1/1/09 for FY 2009-2010).
{2] Parcel became fully exempt following the change in ownership from Truxtun LLC to San Diego County Airport Authority.
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TABLE 12
LARGEST CHANGES IN SECURED ASSESSED VALUE
{BY RESIDENTIAL AND NON-RESIDENTIAL CATEGORIES)
FY 2008-2009 Secured FY 2009-2010 Secured
Current Assessee Parcels Net Assessed Value [1] Net Assessed Value [1] Difference Percent Change
Residential
Increase in Value {Greater Than 2%) 61 $31,818,400 $32.560,068 $741,668 2.33%
Increase in Value {(Equal to 2%) 27 13,398,318 13,666,258 267,940 2.00%
Increase in Value {Less Than 2%) 4 2.621,255 2,648,993 28,738 1.10%
No change in Value o] 0 0 0 0.00%
Decrease in Value from Prop 8 Reductien Appeals [3] 0 g 4] 0 0.00%
Decrease in Value from Automatic Prop 8 Reductions [4] 237 179,565,975 156,074,393 (23,491,582) -13.08%
Decrease in Value from Other Assessment Appeals [5] 0 0 0 0 0.00%
Decrease in Value {Increased Exemption) [6 0 0 0 0 0.00%
Decrease in Value (Ownership Chanaed) [7 20 15,693,668 13.288,081 (2,395,587} -15.26%
Subtotal 349 243,097,616 218,248,793 (24,848,823} -10.22%
Non-Residential
Increase in Value (Greater Than 2%) 19 85,911,529 148,399,664 62,488,135 72.74%
increase in Value (Equal {o 2%} 20 80,939,296 82,558,065 1618,769 2.00%
Increase in Value (Less Than 2%) 0 0 o] 0 0.00%
No change in Value [2] 33 1 1 0 0.00%
Decrease in Value from Prop 8 Reduction Appeals {3] 0 0 0 0 0.00%
Decrease in Value from Automatic Prop 8 Reductions {4] 1 125,000 56,600 {75,000) -60.00%
Decrease in Value from Other Assessment Appeals [5] 0 Q 4] [ ©0.00%
Decrease in Value {Increased Exemption) [6] 0 9 0 ¢ 0.00%
Decrease in Value (Ownership Changed) [8] 1 2,754,000 o {2,754.600; -100.00%
Subtotal 74 168,729,826 231,007,730 61,277,904 36.10%
New Residential Parcels [9] 0 NA ¢ o NA
New Non-Residential Parcels [9] 7 NA 24,656,850 24,656,850 NA
Superceded Parcels [10] 5 23,033.645 MNA (23,033,645} NA
Total 430 435,861,087 473,913,373 38,052,286 8.73%
[i] Assessed values provided 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).
{21 Atotal of 33 non-residential parcels had a Net Assessed Value of $0. Excludes parcels owned by public agencies based on final FY 2008-0¢ Assessor's Roll.
{3} Values based on the final Assessor's roff for each fiscai year, The reductions were a resull of Proposition 5 appeals by properly owners aliowing a temporary reduction in assessed value based on decreasing market value.
4] Based on discussions wiih the County appraiser, the reductions were due io aulomatic Propositien 8 reductions aliowing a femporary reduction in assessed value based on decreasing market value.
5]  Values were reduced following successfid assessment appeals by the property owners. The assessment appeals were not a result of a Proposition 8 temporary reduction in assessed value,
[6] Based on data from County Assessor, the decrease in value from FY 2008-2009 fo FY 2008-2010 was due I¢ an Increase in the exemptions.
[71 Values based on the closed Assessor's roll for each fiscal year. Following the change in ownership, the County revised the assessed value of the parcels to reflect the market value.
8] Parcel became fully exempt following the change in ownership from Truxtun LLC to San Diego County Airport Authority.
9] New parcels for FY 2009-2010 as a result of parcel changes from the prior year.
{16] FY 2008-200% assessor parcels that did net have maiching FY 2009-2010 parce! numbers,
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B. NEwW DEVELOPMENT

The table below summarizes new development and construction 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.

The site on the east side of the NTC boat channel] is
currently being used as a Park and Fly lot, but will
ultimately be used for a 650-room hotel development. The
master developer, McMillin-NTC, LLC, has requested an
extension of the performance date for commencement of
development of one or more hotels on the site. It is
anticipated that the hotel development will not commence
construction before 2014.

Eastside Hotel

C. TAX INCREMENT PROJECTIONS

Table 13 summarizes 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 2047-2048. DTA has estimated the future tax increment based on
the Project Area assessed vaiuation for Fiscal Year 2009-2010, 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 increment. As discussed in Section I1.ID above, Fiscal Year 2009-2010
includes a reduction in value for pending assessment appeals and assessment appeals which
were resolved after the Fiscal Year 2009-2010 Assessor’s Roll was finalized.

As discussed in Section 11.D.2 above, the projections are based on a reduction in value of 2%
and 1% for Fiscal 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 of 2% each year thereafier. Other
than the 1% and 2% annual increases as described above, we are not showing the increase in
values back to base values for any value reductions. Actual reductions or increases in
assessed value will vary,

The real property value described above is added to the value of personal property, which
mcludes secured and unsecured personal property within the Project Area less unsecured
exemptions for Fiscal Year 2009-2010. The value of personal property is assumed to remain
constant throughout the subsequent years.

Lastly, the incremental value is the difference between the total value and the base year
valtue, and the tax rate used in the calculation of gross revenue for Fiscal Year 2009-2010 is
the actual tax rate. This is assumed to decrease in subsequent years. Unitary revenue and
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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
and the AB 1290 pass through payments are shown as separate line items.
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TABLE 13
FY 2009-10 TAX INCREMENT REVENUE ESTIMATE

FY 2009-10 Base Incremental
Taxable Value Taxable Value Taxable Value
Secured Values [1}
fand $215,734,612 30 $215,734,612
Improvement 325,824,790 0 325,824,790
Perscnal Property 3,298,348 G 3,298,348
Gross Value 544,857,750 0 544,857,750
lLess Exemptions (70,944,377) 0 (70,944,377)
Total Secured 473,013,373 ] 473,913,373
Unsecured Values [2]
Land 0 0 0
Improvement 6,225,385 0 6,225,385
Personal Property 24,365,536 0 24,365,536
Gross Value 30,500,921 0 30,590,921
L.ess Exemptions (12,710,349} 0 (12,710,349}
Total Unsecured 17,880,572 0 17,880,572
Total Secured and Unsecured 491,793,945 0 491,793,945
Estimated Valuation Adjustments
Assumed Appeals (33,798,701} [3]
Adjusted Incremental Secured and Unsecured 457,895,244
Gross Increment Revenue @ 1.00930% [4] 4,622,546
Unitary Revenue (5] 10,005
Supplementat Roll [8] 0
Offsets to Gross Estimated Revenue
Administrative Expenses [7] (46,225)
Net Tax Increment Revenue 4,586,325
Low/Moderate income Housing Set-Aside Revenue (917,265)
Taxing Agencies Pass Throughs {AB 1290) [8] (924,509)
Payments fo Supplemental Educational Revenue Augmentation Fund {SERAF) [9] 0
Avatilable Non-Housing Tax increment Revenue 2.744,551
Available Housing Tax Increment Revenue 917,265
Tax Revenue Available for Debt Service 3,661,816

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

Based on information provided by the County of San Diego Auditor/Controller repart "Val File-04 PSYVPTO@" as of 1/1/09.

Based on pending appeals for FY 2008-2010. Actus! reduction based on appeals will vary.

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
a5 shown in Exhibit A,

Based on information for FY 2008-2008 provided by the County of San Diego Auditor/Controlier.

EBEZ

K

LeNas

6] For purposes of this analysis, we have conservatively assumed that the supplemental roll will not add additional revenue.
Estimated at 1.00% of the gross revenue for the Project Area.
Based on 20% of Gross Increment Revenue.

W wm

The Agency was required 1o make an SERAF payment of approximatety $1,438,000 for the Project Area on May 10, 2010, The
Agency made the payment with prior-year Project Area tax Increment revenues on hand.

Fiscal Consultant Report Page 31
Naval Training Center Redevelopment Project Area July 9, 2010




D. LIMITATIONS

This Report contains a projection of tax increment revenues to be recerved by the Agency.
The report is based on estimates, assumptions and other information provided by the City
and developed from DTA's research and telephone discussions with County staff, as well as
our understanding of County 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 form of assurance on the accuracy of such
information. In addition, since the analyses contained herein are based on legistation and
County procedures, which are inherently subject to uncertainty and variation depending on
evolving events and policy changes, DTA cannot represent 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.
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Exhikit A
TAX INCGREMENT REVENUE PROJECTION

Fiscal Year Ending:

Real Property [1]
Estimated Resi Property Value Increase [2]
Assumed AppealsfProp 8 Reduction/Property Transfer Impact/Negative Prop 13 [3]

Totai Real Property

Total Personat Properiy 4]

Total Value

incremental Value Gver Base of $0

Gross Ravenue [3)
Unitary Revenue

Adjustments to Gross Revenue
Suppiemental Roll
Property Tax Administrative Fee {6]

Net Tax Increment Revenue

Low/Moderaie income Housing Set-Aside Revenue
Taxing Agencles Pass Through (AB 1290} Tier 1 [7]
Taxing Agencies Pass Through (AB 1290} Tier 2 [7]
Taxing Agencies Pass Through (AB 1290} Tier 2 [7]
Payments to Supplemental Educational Revenus Augmentation Fund (SERAF) [8]

Available Non-Housing Tax Increment Revenue
Available Heusing Tax increment Revenue

Tax Revende Available for Debt Service

i

2

14}

[

<5

161
7t

inciudes secured and unsetured land and mprovement value in the Projact Area less secured
rxemplions for FY 2009-2010. Secured valie provided by the Couwmty Assessor a8 of 171009, Unsecured
value provided by the Counly of San Diego AuditorController Report "Val File-04 PEVWRTOE" a5 of
11108,

Assurnss ao changs in vakie for Fiscal Year 2012-2013 an annual increase of 1% each year thereafter
through Fiscal Year 2013-2019. and an annual inorease of 2% sach year thereafter.

1 FY 2009-2010 roduction based on pending appeals for 7Y 2008-201¢. Based on discussions with the

County, it 5 estimated that the total real proparly vale County-wide will be reduced by 1% for FY 2010-
2011 and FY 2011-2012 as a resulf of Proposition 8, Proposition 13, appeals. and property trapsfars,
Actual reduction from Proposition 8, appeats, and properdy transfars will vary. We have assumed a
reduction In valus of 2% anct 1% for €Y 2070-2011 and 2011-2012, respectively.

Inclikdes secured and unsecired persenal propeny vahie in the Project less unsecured exemptions for FY
2009-2010. Secured value based on the final FY 2008-2010 Assessor Rell. Unsecured valus provided by
the County of San Diega Auditor/Contrafer, We have assumed (his value fo remain constant for each
subsequent year,

The actual Lax rate of 1.00930% s used for Y 2000-2010. A 1.00% lax rate is used from FY 2070-2011
ta the end of the projection,

Estimated at 1.00 percent of gross revenue for the Projedt Area,

Based on 20% of "Gross Ravenuethrough FY 20368-37_ In addition, 16 8% of Gross Revenus is includad
from €Y 2013-T4 {hrough FY 2036-2037 using Year 10 as a base value and 11.2% of Grass Revenas s
inciuded beginning FY 2033-2934 through FY 2036-2037 using Year 30 25 & base value.

The: Agency was required to make an SERAF payment of approximately $1.438.000 for the Project Area
on May 18, 2010, The Agency made the payment with prior-year Projec! Ares 1ax increment revenues on
hand,

“YEAR 10°

2009 2010 2011 2012 2013 2014 2015 2016

2010 2011 2012 2013 2014 2015 2016 2017
$476.840,410  $443.041,708  $434180875  $429 830,066  $420530086  $434,137.457  $438.478.831  $442 883620
0 0 _ o o 4,298,501 4,341,375 4,384,788 4,428,636
(33,798,701 (B.860,834) (4,341,809) a o o 0 0
443,041,709 434,180,875 479830066 429839066 434137457 438,478,831 447863620 447,292,256
14,953,535 4,853 535 14,053 535 14,863,535 14,053,535 14,953,535 14,953 535 14,653 535
457,895,244 449,134,410 444,792,601 444,792,601 449,090,997 453,432,366 457,817,155 462,245,791
457,885,244 543,134,410 444,792,601 444,792,801 445,090,992 453432366 457 517,155 467 245,791
4,622 545 4,491 344 4,447,926 4,447 926 4,430,910 4,534,324 4578172 4572 458
10,005 10,005 10.005 10,005 10,008 10,005 10,005 10,008

o 0 a o 0 a o 9

(46,225 (44,913 (44,479} (44,479} {44,909 (45,343) {45,782) (46,225)
4,586,325 4,456 435 4,413 451 4413451 4,455,006 4,498,985 4,542,395 4,586,238

(917 .268) (891,287 (882,580) (882,650} (891,201} (899.757) (208,479} (917,248)

(974,509 (598,269) (889,585} (889,585} (898,182} (906,865} (215.534) (924,492)

0 o o o (7.221) (14.515) {21.881) (29,321

[4] 1] 0 0 Q ¢} +) o3

4] 4] O 4] 0 ¢} QO o}

2,744,551 2,666,878 2,641,176 2,641,476 2,669,401 2,677,809 2,696,400 2,715,178
917,265 891,287 882,690 882,690 891,201 899,797 908,479 917,248
3,661,816 3,568,167 3,523,866 3,523,866 3,550,602 3,577,606 3,604,879 3,632,425
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Exhibit A
TAX BNCREMENT REVENUE PROJECTION

Fiscal Year Ending:

Real Property [1]
Estimated Real Proparty Value increase [2]
Assumed Appeals/Prop 8 Reduction/Property Transfer impact/Negative Prop 13 [3]

Total Real Property

Total Persanal Property [4]

Total Value

incramental Value Qver Base of: $0

Gross Revenue [5]
Unitary Revenus

Adjustments 1o Gross Revenue
Supplemental Rolt
Praperty Tax Administrative Fee [6]

Net Tax Increment Revenue

towfModerate Incomea Housing Set-Aside Revenue
Taxing Agencies Pass Through (AR 1280} Tier 1 7]
Taxing Agencies Pass Through (AB 1290) Tier 2 {7]
Taxing Agencies Pass Through {AB 1280) Tier 3{7]
Payments o Supplemental Educational Revenue Augmentation Fund (SERAF) (8]

Available Non-Housing Tax Increment Revenue
Available Housing Tax Increment Revenue

Tax Revenue Available for Debt Service

i

[

[3

5]

{58

[}
&t

Inciudes secured and unsecured land and improvement value in the Project Area less secured
exemplions for FY 2008-20190. Secured value providaed by the County Assessor as of 17009, Unsecured
value providad by the County of San Diego Audier’Controlier Report "Val File-0f PSVWPTOE" as of
11108,

Assumes no change in value for Fiscal Year 2012-2013, an annual increase of 1% each year thereatier
through Fiscal Year 2018-2019, and an annual increase of 2% each year thereafter,

FY 2009-2010 reduntion based on pending appeals for FY 2009-2010. Based on discussions with the
County, it is estirnated that the tolal real propery value County-wide will be reduced by 1% for FY 2010~
2011 and FY 20611-2012 as a result of Proposition 8, Proposition 13, appeals, and property transfers.
Actual reduction from Proposition 8, appeals. and propery fransfers will vaty. We have assumed a
reductinn in value of 2% and 1% for FY 2010-2011 and 20112012, respectively,

Insludes secured and ynsecured personal property vakie in the Project less unsecured exemptions for FY
2008-2010. Secured value based on the final FY 2009-2010 Assessor Rell. Unsecured value provided by
the County of San Diego Auditor/Controller, We have asswmed this value fo remain constant far each
subsequent year,

The actual tax rale of 1.00930% & used for FY 2008-2010. A 1.00% tax rate is used from FY 20102011
to the end of he projection,

Estimated at 1.00 percent of gross revenue for the Project Area,

Based on 26% of "Gross Revenue through FY 2038-37, In addition, 16.8% of Gross Revenue is included
from FY 207314 theough FY 2036-2037 using Year 10 as a base value and 11.2% of Gross Revenue is
inciuded beginning FY 2032.2024 through FY 2086-2037 using Year 30 as a base value,

The Agency was required fo make an SERAF payment of approximately 51,438,000 for lhe Praject Area
on May 14, 2010, The Agency rade the peymen! with prior-year Project Area tax increment revenues on
hand.

DRAFT

2017 2018 2019 2020 2021 2022 2023 2024 2025

2018 2018 2020 2021 2022 2023 2024 2025 2026
3447292056  $451.785179  S456.082830  $465408487  $474,718857  $484210990  $493.895210  $503,773,114  $513,84B,576
4,472,923 4,617 852 9,125 857 5308170 9,494,333 9,684,220 9,877,904 10,075,462 10,276,572
0 0 0 0 ¢ 0 o o o
451,765,179 456,282,830 455,408 487 474,716,857 484,210,990 493 895,210 503.773.114 513,848,576 524,125,548
14,952,535 14,953,535 14,353 535 14,863,535 14,853,535 14,053 535 14,053 535 14,953,535 14,953 535
466,718,714 471,236,365 480,362,022 489,670,192 499,164,525 508,848,745 518,726,649 528,802,111 539,079,083
466,718,714 471,236,365 480,362 022 489,670,192 499,164,525 508,848,745 518,726.649 528 602,111 539,079,082
4667, 167 4,712,364 4,803 820 4,896,702 4,991,845 5,088,487 5,187,266 5,288,021 5,390,791
10,005 10,005 10,005 10,005 10,005 10,005 10,005 10,005 10,005

0 o 0 0 o 0 0 0 0

(46,672 (47,124) (48,038) (48,967} {49,816) (50,885) {51,873) (52,880) (53.508)
4,630,520 4,675,245 4,765,589 4,857 740 4,851,734 5,047 507 5,145,399 5,245,146 5,346 858

(926,104} (935,049} (953,118} (971,548} (990,347} (1,009,521} (4.029,080) {4,049,029) {1,089,378)

(933,437} (842,473} (360,724} (979,340} (998,329) {1,617,687) {1.027 453} {1,057 B04) {1,078,158)

{26.835) {44,425) (59,757} (75,394} (91,345) (107.614) (124.209) {141,138) {158,401)

0 0 0 0 o o v o o

0 ] 0 0 0 G o 0 o

2,734,143 2,753,298 2,791,990 2,831,457 2,871,712 2,912,774 2,954,666 2,997,376 3,040,951
926,104 938,049 953,118 971,548 990,347 1,009,521 1,029,080 1,048,029 1,069,378
2,660,247 3,688,346 3,745,108 3,803,005 3,862,060 3,822,295 3,983,736 4,046,405 4,110,328
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Exhibit A
TAX INCREMENT REVENUE PROJEGTION

¥iscal Year Ending:

Real Property [1]
Estimated Raal Property Value increase [Z]
Assumed Appeals/Prop 8 Reduction/Property Transfer Ympact/Negative Prop 13 [3]

Total Real Property

Total Personal Property [4]

Total Value

incremaental Value Over Base of: $0

Gross Revenue [5)]
Unitary Revenueg

Adjustmenis to Gross Revenue
Supplemental Rolf
Property Tax Administrative Fee [6}

Net Tax Increment Revenue

LowModerate Income Housing Set-Aside Revenue
Taxing Agencies Pass Through {AB 1280) Tier 1 {7}
Taxing Agencies Pass Through {AB 1280) Tier 2 {7]
Taxing Agencies Pass Through {AB 1280) Tier 3{7]
Payments to Supplemental Educational Revenue Augmentation Fund (SERAF) (8]

Available Non-Housing Tax increment Revenue
Available Housing Tax increment Revenue

Tax Revenue Available for Debt Service

f1

12

13

4

&)

16
71

Includes secured and unsecured land and improvement value in the Project Area less secured
exemptions for FY 2008-2010. Secired vakue provided by (he County Assessor as of 17109, Unsecured
value providad by the Ceunty of San Diege Audior/Controlier Repoert "Val File-04 PEVWPTO®" as of
11/08,

Assumes ne change in value for Fiscal Year 2012-2013, an annual increase of 1% each year therealter
through Fiscal Year 20158-2019, and an annual increase of 2% sach year thereatter,

FY 2009-2010 reduntion hased on pending appeals for FY 2009-2010. Bassed on discyssions with (he
County. it is estirmated that the total real propery value County-wide will be reduced by 1% for FY 2010-
2011 apd FY 2011-2012 as a result of Proposition 8, Proposition 13, appeals. and proparty trapsters.
Actual reduction from Propesilion 8, appeals. and propery transfers will vary. We have assumed a
reduction in value of 2% and 1% for FY 2010-2011 and 2011-2012, respectively,

mcludes secared and unsecurad personal properdy vahie in the Project less unsocured exemptions for FY
2800-2010. Secured value based on the final FY 2039-2010 Assessor Roll. Unsecured value provided by
the County of San Diege Auditor/Cantrofler, We have assumed (his valie to remain constant for each
S\Ji’)ﬁ(‘(‘[\ﬁ!ﬂ‘ yean

The actual tax rale of 1.00930% s used for FY 2008-2010. A 1.00% lax rate is used from FY 2010-2011
ta the end of the projection.

Estimated at 1.00 percent of gross revenus far the Project Areg,

Based on 20% of "Gross Revanuethrough FY 2006-37. In addition. 15.8% of Gross Revenue is included
from FY 2013-14 through FY 2036-2037 using ¥Year 10 as a base value and 11.2% of Gross Revenue is
inchided beginning FY 20332024 theough FY 2036-2037 using Year 30 a5 a base value,

The Agency was required fo make an SERAF payment of approwimately $1,438.000 for the Project Area
oRn May 14, 2019, The Agency rmade the paymen! with priar-year Project Area tax incremant revenues on
hand.

*YEAR 39*

DRAFT

2026 2027 2928 2029 2030 2031 2032 2033 2034

2027 2028 2029 2030 2031 2032 2033 2034 2035
$524,125,548  $534608058  $545300220  $456 206,224  $667.330,349  B5TBETH956  §590,250,495  $602,055,505  §614,096,615
10,482,511 10,692,161 10,806 004 11,124,124 11,346,607 11,673,539 11,805,010 12,041,110 12,281,932
0 0 [ 0 0 0 0 0 o
534,508,058 545,300,220 556 206,224 567 330,349 578,676,956 590,250,485 602,055,505 614,096,615 526,378,547
14,953,535 14,853 535 14,953 535 14,853 535 14,953,535 14,853,535 14,953 535 14,953,535 14,953,535
549,561,594 560,253,755 571,158,759 582,283,884 583,630,491 605,204,030 617,009,040 €29,060,150 641,332,082
549,561,594 560,263,755 574,168,759 582,283,684 593,630,491 605,204 030 £17,009,040 528,080,150 541,332,082
5405618 5,602 538 5711598 58272 839 5,936,305 8,052,040 5.170,090 5,290,501 5,413,321
10,005 10,005 10,005 10,005 10,005 10,008 10,005 10,0058 10,605

0 0 0 0 0 0 0 0 o

(54,956) (56,025) {57,116} 158,228) {59, 363) 160,520) 61,701) 82,905) (64,133}
5,450,665 5,566,517 5.664,486 8774615 5,886,047 8,001,525 5,118,304 5,237,601 6,359,192

1,000,133 {1,111,303) {1,132,837) (1,154,923) (1,177,389} {1,200,305) (1.223,879) {1.247,520) {1,271,838)

(1,099,123) {1,120,508) {1,142 3200 (1,164,568} (1,187,261} {1,210,408) {1.234,018) (1,258,100) {1,282,664)

176.012) {193,975} {212,297} {230,985} (250,048) (269.431) (289,324) (309.553) {330,186)

0 o} o} ! o 0 o (13,488 (27.242)

0 o a 0 o 0 o a )

3,085,397 3,130,731 3,176,973 3,224,139 3,272,249 3,321,320 3,371,374 3,408,942 3,447,262
1,090,133 ,111,303 1,132,897 1,154,023 1,177,389 1,200,305 1,223,679 1,247,520 1,271,838
4,175,528 4,242,035 4,309,870 4,378,062 4,449,638 4,521,625 4,595,053 4,656,462 4,719,100
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Exhikit A
TAX INCREMENT REVENUE PROJECTION

Fiscal Year Ending:

Real Propearty [1}
Estimated Reat Proparty Value Increase [2}
Assumad Appeals/Prop 8 Reduction/Property Transfer Impaci/Negative Prop 13 {3]

Total Real Property

Total Personal Property [4]

Total Value

incremental Value Over Base of %0

Gross Revenue [5]
Unitary Revenue

Adjustments to Gross Revenue
Supplemental Roll
Property Tax Administrative Fee [6}

MNet Tax Increment Revenue

LowModerate Income Housing Set-Aside Revenue
Taxing Agencies Pass Through {AB 1280) Tier 117]
Taxing Agencles Pass Through (AB 1280) Tier 2 7]
Taxing Agencies Pass Through (AB 1280 Tier 3{7]
Paymenis to Supplemental Educational Revenus Augmentation Fund {SERAF) [8]

Available Non-Housing Tax Increment Revenue
Available Housing Tax Increment Revenue

Tax Revenue Available for Debt Service

M

£2

15]

il

18]

Inciudes secured and unsecured fand and improvement value in the Project Area less secured
exemptions for FY 2008-2019. Securad value provided by the County Assessor as of 171109, Unsecured
vaiue provided by the County of San Diego Audior/Controllar Report "Val File-04 PSVVPTOE" as of
e,

Assumes 6o change in value for Fiscal Year 2012-2013, an annual increase of 1% each year thereafter
through Fiscal Year 2018-2019, and an annual incraase of 2% each year thereafter,

B 2009-2010 reduction based on pending appeals for FY 2009-2010. Based on discussions with the
County. it Is eslimated that the total real property value County-wide will be reduced by 1% for FY 2010~
2011 and FY 2011-2012 as a resull of Proposifion B, Proposition 13, appeals. and property transfers,
Actual reduction from Proposition 8, appeals, and propery transfers wilt vary, We have assumed a
reduction in value of 2% and 1% for Fy 200-2011 and 2011-2012, respactivaly.

nciudes secured and unsecured personal property valse n the Project less unsecured exemptions for FY
2008-2010, Secured value hased on the final FY 2009-2010 Assassor Roll. Unsecured value provided by
the Counly of San Diego AuditarControlics. YWe have assumad this value {o remain constant for each
subsequant year.

The actual tax rale of 1.00930% is used for FY 20092010, A 1.00% tax rate is used from FY 2010-2011
to the end of the projection.

Estimeated at 1.00 percent of gross revenue for the Project Area,

Based on 20% of "Gross Revenue™irough FY 2036-37. In addition, 16.8% of Gross Revenue is inclided
from FY 2013-14 through FY 2036-2027 uging Year 10 as a base vajue and 11.2% of Gross Ravemue is
included beginning FY 2033-2034 through FY 2038-2037 asing Year 30 as a base value.,

The Agency was required to make an SERAF payment of appraximately 51,438 000 for the Project Area
on May 10, 2010, The Agency made the payment with prior-year Project Arca tax intrement revenues on
hand.

DRAFT

2025 20385 2037 2038 2039 2040 2041 2042 2043

2036 2037 2038 2038 2040 2041 2042 2043 2044
$626,378,547  $638.006,118  $651,684240  $664717.925  $678.012284  $691.572520  $705403,980  $718512080  $733,902,301
12,527 5¥1 12,778,122 13,032 885 13,204,359 3,560,246 13,831 451 14,108,080 14,390 241 14.678,046
¢ 0 o 0 0 o c G 0
£38,906,118 651,684,240 654,717 525 678,012,784 691,572,529 705.403,980 719,512,050 733,902,301 748 580,347
14,953 535 14,052,535 14,953 535 14,953,535 14,953 535 14,853 5235 14,953 535 14,953,555 14,953 535
653,859,653 666,637,775 679,671,460 692,965,818 706,526,064 720,357,515 734,465,594 748,855,836 763,533,882
653,650,663 666,637,775 679,671,460 692,965,819 708,525,064 720,357,515 734,465,594 748,855 B36 763,523,882
5,538,597 6,668,378 6,796,715 6,029,658 7,065 261 7,203,575 7,344 856 7,488,558 7 535,339
0,005 10,005 10,005 10,005 10,005 10,005 10,005 10,005 10,005

o 0 0 0 0 o o I b

(85,386} (66,664} {87,967} (69,297} (70,653} (72.026) (73.447) (74,886) (76.353)
5,483,215 6,608,718 6738752 5,870,366 7,004,513 7,141,544 7,281,214 7.423.678 7,568,990

(1,206 643) (1.321,944) (1,247 750) (1.374,073) (1,400,923} (1,428,300) (1,458,243} ¢1.484 736) {1,513,798)

(1,307,719 (1,333,278} (1,358,343} (1,385 922} (1,413,052} (1,440,715} (1,458,931} (1,497.712) {1,527,068)

(351,233} (372,700} {394,596) (418,931} (439.712) (452,949) (486,851) (510,826) {535,485)

{41,273} (55,584} {70,182} (85,072} (100.259) (115,750) (131,551) (147 568) {164,108)

0 0 0 a 0 G 0 Q 0

3,486,348 3,526,215 3,566,880 1,608,359 3,650,667 3,693,821 3,737,838 3,782,736 3,828,531
1,296,643 1,321,844 1,347,750 1,374,073 1,400,923 1,428,309 1,456,243 1,484,736 1,513,798
4,782,991 4,848,159 4,914,631 4,982,432 5,051,589 5,122,130 5,194,081 5,267,471 5,342,329
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Exhibit A
TAXINCREMENT REVENUE PROJECTION

Fiscal Year Ending:

Reat Property [1]
Estimated Real Property Value increase (2]
Assumed Appeals/Prop 8 Reduction/Property Transfer impact/Negative Prop 13 (3]

Total Real Property

Total Personal Property [4}

Total Value

incremantal Value Over Base of: $0

Gross Revenue {5]
Uriitary Revenue

Adjustments to Gross Revenue
Supplemental Roll
Property Tax Administrative Fee [6}

Net Tax Incremsnt Revenue

Low/Moderate income Housing Set-Aside Revenue
Taxing Agencies Pass Through (AB 1230} Tier 1 [7]
Taxing Agencies Pass Through (AB 1290} Tier 2 [7]
Taxing Agencies Pass Through (AB 1290) Tier 3 [7]
Payments to Supplamantal Educstional Revenue Augmentation Fund (SERAF} 18]

Avatlable Non-Housing Tax increment Revenue
Available Housing Tax Increment Revenue

Tax Revenue Available for Debt Service

it}

2

i3

Z

[}
I

(8

Includes seciwed and unsecured land and improvement value in the Project Area loss secured
exemptions for 5 2009-2810. Secured value provided by the County Assessor a8 of 1/1/09. Unsacured
vakie provicded by the County of San Diege AuditorfControker Repor "Val File-0d PEVWFTO@™ as of
1/1/09,

Assumies no change in value for Fiscal Year 20122013, an annuat increase of 1% each yaar thereafler
twough Fiscal Year 2018-201%, and an arnual increase of 2% each year thereafter,

FY 2009-2010 reduction based on pending appeals for FY 2008-2010. Based on discussions with the
Caounty, it is estimated that the tetal real property value County-wide will he reduced by 1% for B 2010-
2011 and FY 2011-2012 as a resull of Proposition 8, Proposition 13, appeals. and properly transfers.
Actuat reduction from Proposition &, appeals, and prapedy transters will vary. We have assumed a
reduction in value of 2% and 1% for Y 2810-2011 and 2011-2012, respactively.

Includes secursd and ursecured personsl propedy vale in the Project less unsecured exemptions for FY
2009-2010. Secured value based on the final FY 2008-2010 Assessor Roll. Unsecured valus provided by
the County of San Diego Audder/Controfler. We have assumed this value 10 remain constant for each
subsequent year.

The actual tax rate of 1.00930% is used for FY 2009-2010, A 1.00% tax rale s used from FY 2010-2011
o the gad of the peajaction,

Estimated at 1,00 parcenl ol gross revepus for the Project Ares,

Bascd on 20% of "Gross Reovenuethraugh FY 2036-37. In addition. 10.8% of Gross Revenus is included
from FY 2013-14 through FY 2036-2037 using Year 10 as 2 base value and 11.2% of Gross Revenue is
included beginning FY 2033-2034 through FY 2036-2037 using Year 20 as a base vaiue,

The Agency was required (0 make an SERAF payment of approximaltely $1 438,000 for the Project frea
on May 10, 2010, The Agency mada the payment with prioe-year Profect Area tax increment revenues on
hand.

2044 2045 2046 2047

2045 2045 2047 2048
$748,5B0,347  $763.551 954  $778.822993  $794399453
14,871,607 5,271,039 15,576 460 15,887 989
0 0 0 0
763,551,964 778,822,093 794,398,453 810,287 442
14,053,535 14,852,635 14,952,535 14,963 536
778,505,488 793,776,528 809,352,888 825,240,877
778,505 488 793,776,528 809,352,988 825,240,977
7,785,055 7,937,165 8,693,530 8,252 410
10,005 0,005 10,005 10,005

o 0 0 )

(77.851) (79,378} (80,935) (82,524)
7.717.20% 7,868,392 8,022,599 8,179,890
{1.542,442) (1,573 678) (1,604 520} (1.635.978)
{1,557.011) (1,587,553} (1,618 .705) (1.650,482)
(560,638) (586,293) (612,451} (638.153)
{180,876) 197,980} (215,425) {233 220

¢ o 0 0

3,875,243 3,922,888 3,971,487 4,021,057
1,643,442 1,573,678 1,604,520 1,635,978
5,418,684 5,496,567 5,575,007 5,657,025

BRAFT



APPENDIX B
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 of San Diego (the “County”). This information is provided for informational purposes only 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 the foreparl 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, 20610 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, biotechnology/biosciences, financial and business services,
software and telecommunications.

Population
The following Table B-1 sets forth annual 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
Calendar Years 2000 through 2009

Annual Annual Annual

Calendar City of San Growth County of Growth State of Growth
Year” Diego Rate San 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 3077313 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

W Asof Fuly | of the calendar year.

Source: City of San Diego data: Fiscal Year 2009 Comprehensive Annual Financial Report, Statistical Section
(Unaudited).
County of San Diego and State of California data: State of California Department of Finance, Demographic
Research Unit,

B-1



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(1)
Calendar Years 2005 through 2009, and April 2010
{Not Seasonally Adjusted)

Calendar Year

April
2005 2006 2007 2008 2009 20107
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™ 4.3 4.0 4.6 6.0 9.7 10.4
California™ 5.4 4.9 54 7.2 11.4 12.3
United States® 5.1 4.6 4.6 58 9.3 9.5

Iy
2}
(3

Revised labor force data and Unemployment Rates are based on a March 2008 benchmark.

Preliminary; subject to change.

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 California Employment Development Department, Labor Market Information 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 of the United States, which was 9.5%.
The following Table B-3 sets forth estimates of total annual civilian nomagricultural wage and salary
employment by number of employees in each major industry category in the County for calendar years 2004
through 2009. Annual industry employment information is not compiled by sector for the City.

B-2



TABLE B-3
COUNTY OF SAN DIEGO
WAGE AND SALARY EMPLOYMENT
Calendar Years 2005 through 2009

Industry Category 2005 2006 2007 2008 2009
Mining & Logging 460 500 400 400 400
Constraction 90,800 92,760 87,000 76,100 61,100
Manufacturing 104,500 103,900 102,560 102,800 95,400
Nondurable Goods 25,400 25,500 25,200 24700 22,200
Durable Goods : 79,100 78,400 77,300 78,100 73,200
Transportation, Warehousing &
Utilities 28,400 28,700 28,800 29,000 27,100
Trade 191,000 193,400 193,600 186,900 171,200
Wholesale. 43,600 45,100 45 500 44,900 40,700
Retail 147,400 148,300 148,100 142,000 130,500
Financial Activities” 83,200 83,700 80,300 75,200 70,300
Services"” 568,700 580,900 594,000 603,300 579,500
Government 215,106 217,900 222,400 225,100 224,700
Federal 39,700 44,400 40,900 41,600 43,300
State and Local 175,400 177,500 181,500 183,500 181,400

TOTAL NONAGRICULTURAL 1,282,100 1,301,700 1,309,000 1,299,400 1,721,000

(3]
@
o]

All figures are based on a March 2000 Benchmark.

Includes finance, insurance, and real estate.

Includes professional and business, information, educational and health, leisure and hospitality and other services.
Source: State of California Employment Development Department, Labor Market Information Division.

Since the industry employment data referenced above is organized by standard industrial classification
codes, employment in the varicus high tech categories, such as telecommunications, software and biotechnology
may not fall into a single employment section alone. For example, some telecommunications firms appear in
Manufacturing while others appear in Serviges,

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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TABLE B-4-1
CITY OF SAN DIEGO
TAXABLE TRANSACTIONS
Calendar Years 2004 through 2008
{In Thousands)

2004 2003 2006 2007 2008
Retail Stores
Apparel $§ 785,563 $§ 865,833 $ 924,301 $ 955,509 $ 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
Fating 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 1,098,539 865,280
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 1,847,002
Other Retail Stores 2.375,353 2,465,882 2,527,653 2,321,276 2.045273
Total Retail Stores $13,858,720 $14,386,165  $14,831,791 314,700,001 $13,991,295
All Other Outlets 4,679,723 5,105,581 5,227,476 5,356,105 5,422,964

TOTAL ALL OUTLETS $18.538.443  $19.491.746  $20.059.267  $20,056,106  $19,414.259%

U 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.

Line items may not add to totals due to independent rounding.

Source: California State Board of Equalization.

(2}
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TABLE B-4-2
CITY OF SAN DIEGO
TAXABLE TRANSACTIONS
Calendar Year 2009 First Quarter
(in Thousands)

2009

Type of Business First Quarter
Motor Vehicle and Parts Dealers $ 404,313
Home Furnishings and Appliance Stores 232,046
Building Materials and Garden Equipment and
Supplies 179,969
Food and Beverage Stores 201,635
(Gasoline Stations 278,502
Clothing and Clothing Accessories Stores 278,305
(General Merchandise Stores 313,311
Food Services and Drinking Places 623,086
Other Retail Group 358.877

Total Retail and Food Services 2,870,044
All Other Outlets 1,173,138
TOTAL ALL OUTLETS $4,043,182

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

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

Tourism
The tourism 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.

TABLE B-5
COUNTY OF SAN DIEGO
TOTAL VISITOR SPENDINGY
Calendar Years 2005 through 2009
{In Millions)

Calendar Year Amount
20059 $7,224
2006 7,719
2007 7,899
2008 7,916
2009 6,958

W Visitor spending is an estimate of total direct and indirect visitor expenditures as derived from the Visitor Activity

Model/Visitor Profile Study prepared by CIC Research, Inc. for the San Diego Convention and Visitors Bureau.

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

Source: San Diego Convention and Visitors Bureau.
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The following Table B-6 sets forth the City's transient occupancy tax revenues for Fiscal Years 2005
through 2009,

TABLE B-6
CITY OF SAN DIEGO
TRANSIENT OCCUPANCY TAXY
Fiscal Years 2005 through 2009
(in thousands)

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

" Includes both the General Fund portion of TOT (5.5¢ of 10.5¢) and the balance (5¢ of 10.3¢) 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 support the City’s cultural
amenities and natural attractions. Includes both the General Fund portion of TOT (5.5¢ of 10.5¢) and the balance (5¢
of 10.5¢) allocated to Spectal 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.

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

The City 1s the focal point for tourism in the County. Based on the San Diego County Visitor Industry
Summary produced by San Diego Convention and Visitors Bureau, in calendar yvear 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
tourist attractions, including the world-renowned San Diege 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 Loma, the historic Gastamp Quarter in the downtown area, the Old Town Stafe Park, Balboa Park and a
host of other cultural and recreational activities.

Based on the San Dego County Visitor Industry Summary, in calendar vear 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 o a
number of major sporting events. The City annually hosts the Buick Invitational, a Professional Golfers’
Assoctation 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 Countv economy. Military
installations include Marine Corps Base Camp Joseph H. Pendleton; the Marine Corps Recruit Depot {(MCRDY;

Marine Corps Air Station at Miramar; Naval Air Station North Island; Naval Station San Diego; and Naval
Submarine Base, San Diego.
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The following Table B-7 sets forth the military and related defense expenditures and personnel in the
City for the federal fiscal years ended September 30, 2008 and September 30, 2009.

TABLE B-7
CITY OF SAN DIEGO"
TOTAL DEFENSE EXPENDITURE AND PERSONNEL
Federal Fiscal Years ended September 30, 2008 and September 30, 2009

Expenditures (In Thousands) Military & Civilian Personnel™
Fiscal Grants/ Payrol Active Duty
Year Contracts” Outlays® Militaxy Civilian®’ Total
2008 $6,080,575 $5,543,618 64,605 25,232 89,837
2009 $10,754,006 £5,778,806 67,432 24,965 92,397

W Data includes activity and expenditures which may occur outside the City or in adjacent counties related to County-

based sites.

Computation for Personnel & Payroll Data includes Active Duty Marines and all Commands in the following Navy

Instaliations: 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.

Procurement data includes Contracts for Dept of Defense only in Congressional Districts CA-49, CA-50, CA-51, CA-

52 and CA-53.

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.

@

3
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International Trade

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

TABLE B-8
VALUATION OF EXPORTS
ORIGINATING IN SAN DIEGO CUSTOMS DISTRICTY
Calendar Years 2005 through 2009

{In Millions)

Calendar Year Amount
2005 $14,990
2006 15,980
2007 16,002
2008 16,607
2009 14,007

‘" 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,

TABLE B-9
CITY OF SAN DIEGO
TOP TEN PRINCIPAL EMPLOYERS
Fiscal Year 2009
(unaudited)
Number of Percentage of
Employer Employees Total Employment”

United States Navy" 55,300 7.91%
San Diego Unified School District™ 21,959 3.14
University of California San Diego 19,435 2.78
San Diego County™ 17,900 2.56
Sharp Memorial Hospital 14,724 2.11
City of San Diego® 10,799 1.54
Kaiser Permanente 7,220 1.03
University of San Diego 6,086 0.87
Qualcomm, Inc. 6,000 0.86
UC San Diego Medical Center 5,300 0.76
Total Top Employers 164,723 23.36%

(D
@
3)
(4
&
(6

Percentage based on total employment of 699,200 provided by the EDD Labor Force Data.

Employee count includes only U.S. Navy branch civilian and military personnel.

Emplovee count is district-wide; school district boundaries do not coincide with City of San Diego boundartes.
Employee count is county-wide.

Employee count is provided by the City of San Diego, Office of the Comptroller,

Based on Fiscal Year 2008 employee count. Fiscal year 2009 employvee count was not yet available,

Source: Fiscal Year 2009 Comprehensive Annual Financial Report, Statistical Section (Unaudited).
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Personal Income

The following Table B-10 sets forth the per capita personal income in the County and the State for

calendar years 2005 through 2009.

TABLE B-10
COUNTY OF SAN DIEGO AND STATE OF CALIFORNIA
PER CAPITA PERSONAL INCOME"
Calendar Years 2003 through 2009

Calendar Year County of San Diego™ State of California
2005 $40,383 37,418
2006 42,801 40,020
2007 44,832 41,805
2008 45,728 43,852
2009 — 42,3259

1
2
(3

4

Amounts for County and State may not be comparable based on different source methodology.

Reflects per capita personal income for the San Diego-Carlsbad-San Marcos Metropolitan Statistical Area.

County of San Diego Per Capita Personal Income for Calendar Year 2009 not yet available as of the date of this
Official Statement. '

Preliminary.

Source: California data: U.S. Bureau of Economic Analysis and Bureau of the Census.

Property Value and Construction

The following Table B-11 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 dechne since peaking in 2005, The subprime

mortgage crisis and the resulting significant increase in the number of foreclosures have contributed to this
downtarn.
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TABLE B-11
CITY OF SAN DIEGO
ASSESSED VALUE AND CONSTRUCTION PERMIT VALUATION
Fiscal Years 2005 through 2009
($ in thousands)

Residential™ Non-Residential®
Total Permit

Assessed
Fiscal Dwelling Assessed Assessed Value
Year Units Value™ Permits Value™ Estimate™
2003 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

4" Residential reflects construction of new structures.

@ Non-residential reflects construction of new structures whose intended use includes commercial, industrial, and other
uses. Each permit 1s a separate structure.

Valuation figures only inclode valuation of newly created structures. These figures do not include minor modification
work such as interior remodels, reroofs, etc. Total permit Assessed Value is an estimate determined at time of permi
issuance; actuals may vary.

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

3)

According to the San Diego County Recorder’s Office, there has been an increase in the number of
notices of loan defaults issued in the County in calendar vear 2009 relative fo 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 2003
through 2009,

TABLE B-12
COUNTY OF SAN DIEGO
FORECLOSURE ACTIVITY
Calendar Years 2005 through 2609
% of Total
Total number of Housing
Calendar Year ~ Foreclosures  Housing Units™ Units
2005 559 1,107,985 (0.05%
2006 2,065 1,118,283 0.18
2007 8,417 1,131,749 0.74
2008 19,577 1,140,349 1.72
2609 15,487 1,145,548 1.35

W As of January 1 of the indicated year.
Source: County of San Diego, Assessor’s Records; and SANDAG.

Transportation

San Diego’s transportation system provides for the movement of people 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 primary mode of travel in the region. Based on public
information published by SANDAG the existing regional transportation 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 1s 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 current transit network inciudes 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 transit service, carrying over 104 million total annual passengers.

In addition, there are demand-responsive transit services that provide transit service in sparsely traveled
areas and for travelers with special needs that cannot 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 commmuter
rail service between Oceanside and Downtown San Diego with stations in the City at Sorrento Valiey, 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
cotridor 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 Vailey, Rancho Pefiasquitos, Mira Mesa, Rose Canyon, near the San Diego Airport,
and in the Mission Trails Park.






APPENDEX C

ANNUAL FINANCIAL REPORT
OF THE AGENCY FOR FISCAL YEAR 2008-09

C-1






Due to its size the “Annual Financial Report of the Agency
for Fiscal Year 2008-2009” 1s included only with
Attachment 2 - City Heights Preliminary Official Statement






APPENDIX D
SUMMARY OF TRUST INDENTURE
Definitions

Unless the context otherwise requires, the terms defined in the Indenture shall, for all purposes of the Indenture,
of any indenture supplemental hereto, and of any certificate, opinion or other document mentioned in the
Indenture, have the meanings specified in the Indenture:

*Agency” means the Redevelopment Agency of the City of San Diego, a public body, corporate and
politic, established under the Law.

“Additional Allowance” means, as the date of calculation, the amount of Tax Revenues which, as shown
in the Report of an Independent Financial Consultant, are estimated to be receivable by the Agency within the
Fiscal Year foliowing the Fiscal Year in which such calculation is made as a result of increases in the assessed
valuation of taxable property in the Project Area due to either (a) construction which has been completed but not
yet reflected on the tax rolis, or (b) transfer of ownership or any other interest in real property which has been
recorded but which is not then reflected on the tax rolls. For purposes of this definition, the term “increases in
the assessed valuation” means the amount by which the assessed valuation of taxable property in the Project
Area is estimated to increase above assessed valuation of taxable property in the Project Area (as evidenced on
the written records of the San Diego County Auditor-Controller) as of the date in which such calculation is
nmade.

“Annual Debt Service” means, for each Fiscal Year, the sum of (a) the interest payable on the
Outstanding Bonds in such Fiscal Year, assuming that the Outstanding Serial Bonds are retired as scheduled and
that the Outstanding Term Bonds are redeemed from sinking fund payments as scheduled and (b) the principal
amount of the Outstanding Serial Bonds payable by their terms in such Fiscal Year and (c) the principal amount
of the Outstanding Term Bonds scheduled to be paid or redeemed from sinking fund payments in such Fiscal
Year, excluding the redemption premiums, if any, thereon.

“Anthority” means the Public Facilities Financing Authority of the City of San Diego, a joint powers
authority duly organized and existing under the laws of the State.

“Bank Line of Credit” means the following credit agreement between the Agency and U.S. Bank
National Association, as successor in interest to San Diego National Bank (the “Bank™):

— Credit Agreement (Naval Training Center Non-Housing Project — Redevelopment Agency of the City
of San Diego) dated as of July 26, 2007, between the Agency and the Bank, with respect to the Naval Training
Center Redevelopment Project, as amended by a First Amendment thereto.

“Bond Counsel” means any attorney or firm of attorneys nationally recognized for expertise in
rendering opinions as to the legality and tax-exempt status of securities issued by public entities and selected by
the Agency.

“Bond IF'und” means the fund by that name established pursuant to Section 5.03 hereof.

“Bond Year” means, with respect to the 2010 Bonds, the twelve-month period extending from
September 2 in any year to the following September 1, 2010, both dates inclusive; provided, however, that the
first Bond Year shall begin on the Closing Date and end on September 1, 2011, and with respect to any Parity

Bonds shall have the meaning ascribed in anyv Supplemental Indenture relating thereto.

“Bonds” means the 2010 Bonds and, to the extent required by any Supplemental Indenture, any Parity
Bonds authorized by, and at any time Outstanding pursuant to the Indenture and such Supplemental Indenture.
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“Book-Entry Depository” shall mean DTC or any successor as Book-Entry Depository for the Bonds,
appointed pursuant to Section 2.12.

“Business Day” means any day other than a Saturday, a Sunday or a day on which banking institutions
in New York, New York, Los Angeles, California, and the city in which the Corporate Trust Office is located,
are authorized or obligated by law io be closed.

“Chair” means the chairperson of the Agency appointed pursuant to the Law, or other duly appointed
officer of the Agency authorized by the Agency by resolution or by law to perform the functions of the
chairperson in the event of the chairperson’s absence or disqualification.

“City” means the City of San Diego, California.

“Closing Date” means any date upon which there is a physical delivery of any series of the Bonds in
exchange for an amount representing the purchase price of the Bonds by the original purchasers.

“Code” means the Internal Revenue Code of 1986, as amended. Any reference to a provision of the
Code shall be deemed to include the applicable Tax Regulations promulgated with respect to such provision.

“Continuing Disclosure Certificate™ means an undertaking entered into by the Agency relative to the
Original Purchaser’s obligations under Rule 15¢2-12 of the Securities and Exchange Commission, as provided
pursuant to Section 6.19 of the Indenture.

“Corporate Trust Office” means such corporate trust office of the Trustee as may be designated from
time to time by written notice from the Trustee to the Agency, initially being 633 West Fifth Street, 24th Floor,
Los Angeles, California 90071 except that with respect to presentation of Bonds for payment or for registration
of transfer and exchange such term shall mean the office or agency of the Trustee at which, at any particular
time, its corporate trust agency business shail be conducted.

“Costs of Issuance™ means items of expense payable or reimbursable directly or indirectly by the
Agency and related to the authorization, sale and issuance of the Bonds, which items of expense shall include,
but not be limited to, printing costs, costs of reproducing and binding documents, closing costs, filing and
recording fees, initial fees and charges of the Trustee inciuding its first annual administration fee, expenses
incurred by the Agency in connection with the issuance of the Bonds, underwriter’s discount, original issue
discount, placement agent fees, legal fees and charges, including bond counsel and financial consultants fees,
costs of cash flow verifications, premiums for any municipal bond insurance policy that may be purchased and
for any reserve account surety bond the Agency may purchase, rating agency fees, charges for execution,
transportation and safekeeping of the Bonds and other costs, charges and fees in connection with the original
issuance of the Bonds.

“Costs of Issuance Fund” means the fund by that name established by Section 3.02.
“County” means the County of San Diego, California.

“County Assessor” means the person who holds the office in the County in which the Agency is located
designated as the County Assessor, or one of his duly appointed deputies, or any person or persons performing
substantially the same duties in the event said office is ever abolished or changed.

“County Auditor-Controller” means the person who holds the office in the County in which the Agency
is located designated as the County Auditor-Controller, or one of his duly appointed deputies, or any person or
persons performing substantially the same duties in the event said office is ever abolished or changed.

“Defeasance Securities™ means any of the following, or any combination thereof: (a) cash, (b) State and
Local Government Series securities issued by the United States Treasury, (¢) United States Treasury bills, notes
and bonds, as traded on the open market, which are not subject to optional call or redemption, and (d} zero
coupon United States Treasury Bonds.
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“DTC” shall mean The Depository Trust Company, New York, New York, and its successors and
assigns.

“Executive Director” means the executive director of the Agency appointed pursuant to the Law, or
other duly appointed officer of the Agency authorized by the Agency by resolution or by law to perform the
functions of the executive director including, without limitation, any deputy executive director of the Agency.

“Event of Default” means any of the events described in Section 9.01 hereof.
“Federal Securities” means the following securities:

{1 United States Treasury Bills, bonds, and notes for which the full faith and credit of the
United States are pledged for payment of principal and interest;

(2) Direct senior obligations issued by the following agencies of the United States
Government: the Federal Farm Credit Bank System, the Federal Home Loan Bank System, the Federal
National Mortgage Association, the Federal Home Loan Mortgage Corporation and the Tennessee
Valley Authority;

{3) Mortgage Backed Securities (except stripped mortgage securities) issued by the Federal
National Mortgage Association, the Federal Home Loan Mortgage Corporation and the Government
National Morigage Association; and

{4 United States Treasury Obligations, State and Local Government Series.

“Fiscal Year” means any twelve-month period extending from July 1 in one calendar year to June 30 of
the succeeding calendar year, both inclusive, or any other twelve-month period hereatter selected and designated
by the Agency as its official fiscal year period.

“Fitch” means Fitch Ratings and its successors, and if such company shall for any reason no longer
perform the functions of a securities rating agency. “Fitch™ shall be deemed to refer to any nationally
recognized securities rating agency designated by the Agency and the City.

“Indenture” means this Trust Indenture, entered into by the Agency as it may be amended or
suppiemented by any Supplemental Indenture adopted pursuant to the provisions hereof.

“Independent Certified Public 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 of California,
appointed by the Agency, and who, or each of whom:

i is in fact independent and not under domination of the Agency;
2. does not have any substantial interest, direct or indirect, with the Agency; and
3. is not connected with the Agency as an officer or employee of the Agency, but who

may be regularly retained to make reports to the Agency,

“Independent Financial Consultant”™ means any financial consultant or firm of such consultants
appointed by the Agency, and who, or each of whom:

(1) is in fact independent and not under domination of the Agency;
(2) does not have any substantial interest, direct or indirect, with the Agency; and
3 is not connected with the Agency as an officer or employee of the Agency, but who

may be regularly retained to make reports to the Agency.
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“Information Services” means Financial Information, Inc.’s “Daily Called Bond Service,” 30
Montgomery Street, 10th Floor, Jersey City, New Jersey 07302, Attention: Editor; Kenny Information Services’
“Called Bond Service,” 65 Broadway, 16th Floor, New York, New York 10006; Moody’s Investors Service
“Municipal and Government,” 99 Church Street, 8th Floor, New York, New York 10007, Attention: Municipal
News Reports; Standard & Poor’s Corporation “Called Bond Record,” 25 Broadway, 3rd Floor, New York,
New York 10004; and, in accordance with then current guidelines of the Securities and Exchange Commission,
such other addresses and/or such other services providing information with respect to the redemption of bonds
as the Agency may designate in a Written Request of the Agency delivered to the Trustee.

“Interest Account™ means the Account by that name established pursuant to Section 5.03.

“Interest Payment Date” means March 1 and September 1 in any year in which Bonds are Outstanding,
commencing March 1, 2011.

“Law” means the Community Redevelopment Law of the State of California, constituting Part 1
{commencing with Section 33000) of Division 24 of the Health and Safety Code of the State of California, and
the acts amendatory thereof and supplemental thereto.

“Maximum Annual Debt Service” means, as of the date of any calculation, the largest Annual Debt
Service with respect to the Bonds during the current or any {uture Fiscal Year,

“Moody’s” means Moody’s Investors Service, its successors and assigns, and if such corporation shall
for any reason no longer perform the functions of a securities rating agency, “Moody’s” shall be deemed to refer
to any other nationally recognized securities rating agency designated by the Agency and the City.

“Original Purchaser” means, collectively, De La Rosa & Co., and Piper Jaffray & Co., as the original
purchasers of the 2010 Bonds from the Authority and in connection with the issuance of any Parity Bonds the
original purchaser thereof.

“Outstanding,” when used as of any particular time with reference to Bonds, means (subject to the
provisions of Section 8.04) all Bonds except

H Bonds theretofore cancelled by the Trustee or sumrendered to the Trustee for
cancellation;
(2) Bonds paid or deemed to have been paid within the meaning of Section 10.03

(regardless of whether all Bonds shall have been so paid or so deemed to have been paid); and

(3) Bonds in lieu of or in substitution for which other Bonds shalt have been authorized,
executed, issued and delivered by the Agency pursuant to the Indenture or any Supplemental Indenture.

“Owner” or “Bondowner” means the person or persons whose name appears on the registration books
maintained by the Trustee as the registered owner of a Bond or Bonds.

“Parity Bonds™ means any bonds, notes, loans, advances, or indebtedness issued or incurred by the
Agency on a parity with the 2010 Bonds in accordance with the provisions of Sections 3.03 and 3.04 hereof.

“Participant” means those broker-dealers, banks and other financial institutions from fime to time for
which DTC holds 2010 Bonds as securities depository.

“Permitted Investments™ means any of the following to the extent then permitted by law and Section
7.07 hereof:

(1) Federal Securities;



(2) Obligations of any state, territory 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;

{3) Bonds, notes, debenfures 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-term rating categories, or, if the term of such 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 “A1/P1/F1” by two Rating Agencies;

5 Deposit accounis 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) continuousty 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-term obligations of which are rated in the highest short term 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 term obligations outstanding which are
rated by two Rating Agencies in their respective highest short-term rating categories, and which bankers
acceptances mature not later than 180 days from the date of purchase.

{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 association (including the Trustee), or a state-
licensed branch of a foreign bank, having a minimum permanent capital of one hundred million dollars
{$100,000,000) and with short-term debt rated by two Rating Agencies in their respective three highest
short-term 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 any one or
more of the securities and obligations described 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 such investment
and shall be lodged with the Trustee, the Treasurer or other fiduciary, as a custodian for the Trustee, by
the bank, trust company, national banking association or bond dealer executing such repurchase
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 value 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 entifled to rely on each such
undertaking;

&) Investments in a money market fund, including those of an affiliate of the Trustee rated
“AAAM” or “AAAmM-G” or better by S&P and Moody’s, investments of which are lmited to
investments described in clauses (1), (2) and (7} of this defmition.

(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-term 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 terms 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 federal savings and loan
association in the State, fully insured by the Federal Deposit Insurance Corporation, including the
Trustee or any affiliate thereof;
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(1)  Investmenis in taxable money market funds or portfolios restricted fo obligations with
an average maturity of one vear 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 guaranteed as to payment of
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 Government Code of the State;

(14)  Shares of beneficial interest in diversitied management companies investing exclusively
m securities and obligations described in clauses (1) through (i1) 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
vears’ 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, inchuding forward delivery 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 (1) 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, FDDAs or FPAs;

(16)  Shares in a California common law trust established pursuant to Title 1, Division 7,
Chapter 5 of the Government Code of the State which consists exclusively of investments permitted by
Section 53601 of Title 5, Division 2, Chapter 4 of the Government Code of the State, as it may be
amended.

“Principal Account” means the Account by that name established pursuant to Section 5.03 hereof.

“Principal Payment Date™ means September 1 in each year in which any of the 2010 Bonds mature by
their respective terms; and with respect to any Parity Bond means the stated maturity date of such Parity Bond.

“Purchase Price”, for the purpose of computation of the Yield of the Bonds, has the same meaning as
the term “issue price” in Section 1273(b) and 1274 of the Code, and, in general, means the initial offering price
to the public (not including bond houses and brokers, or similar persons or organizations acting in the capacity
of underwriters or wholesalers) at which price a substantial amount of the Bonds are sold or, if the Bonds are
privately placed, the price paid by the original purchaser thereof or the acqusition cost of such original
purchaser. The term “Purchase Price,” for the purpose of computation of the Yield of Permitted Investments,
means the fair market value of the Permitted Investments on the date of use of Bond proceeds for acgquisition
thereof, or if later, on the date that any Permitted Investment becomes a Nonpurpose Investment, as defined in
the Code, of the Bonds.

“Qualified Reserve Account Credit Instrument” means any irrevocable standby or direct-pay letter of
credit or surety bond issued by a commercial bank or insurance company and deposited with the Trustee
pursuant to Section 5.03(c), provided that all of the following requirements are met: (a) the long-term credit
rating of such bank or insurance company at the time of issuance of such letter of credit or surety bond is in one
of the two highest rating categories by S&P and Moody’s; (b) such letter of credit or surety bond has a term of at
least twelve (12) months; (¢} such letter of credit or surety bond has a stated amount at least equal to the portion
of the Reserve Requirement with respect to which funds are proposed to be released pursuant to Section 5.03(c);
(d) the Trustee is authorized pursuant to the terms of such letter of credit or surety bond to draw thereunder an
amount equal to any deficiencies which may exist from time to time in the Interest Account, or the Principal
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Account for the purpose of making payments required pursuant to Section 5.03(a), (b} or {c); and (e} written
notice of the posting of such Qualified Reserve Account Credit Instrument is given to the Rating Agencies.

“Rating Agencies” means any of the following: Fitch, Moody’s and S&P.

“Rebate Account” means the Account by that name established and held by the Trustee pursuant to
Section 7.10 hereof.

“Record Date™ means, with respect to any Interest Payment Date, the close of business on the fifteenth
calendar day of the month preceding such Interest Payment Diate, whether or not such day is a Business Day.

“Redemption Fund” means the fund by that name established by Section 5.04 hereof.
“Redevelopment Consultant™ means any consultant or firm of consultants appointed by the Agency and

judged by the Agency to have experience in matters relating to the collection of Tax Revenues or otherwise with
respect to financing in redevelopment project areas, and who, or each of whom:

) is in fact independent and not under domination of the Agency;
(2) does not have any substantial interest, direct or indirect, with the Agency; and
3) is not connected with the Agency as an officer or employee of the Agency, but who

may be regularly retained to make reports to the Agency.

“Redevelopment Fund” means the fund by that name established and held by the Trustee pursuant to
Section 3.06.

“Redevelopment Plan” or “Plan” means the redevelopment plan for the Redevelopment Project
approved and adopted by the City for the Naval Training Center Redevelopment Project Area and inctudes any
amendment of said plan heretofore or hereafter made pursuant to the Law.

“Redevelopment Project” or “Project” means the undertaking of the Agency pursuant to the
Redevelopment Plan, as amended, and the Law for the redevelopment of the Redevelopment Project Area.

“Redevelopment Project Area” or “Project Area” means the Redevelopment Project Area described in
the Redevelopment Plan.

“Registration Books” means the records maintained by the Trustee pursuant to Section 2.07 hereof for
the registration and transfer of ownership of the Bonds,

“Report” means a Report in writing signed by an Independent Certified Public Accountant, Independent
Financial Consultant or Redevelopment Consultant and including-

1 a statement that the person or firm making or giving such Report has read the pertinent
provisions of the Indenture to which such Report relates;

(2) a brief statement as fo the nature and scope of the examination or investigation upon
which the Report is based; and

(3) a statement that, in the opinion of such person or firm, sufficient examination or
investigation was made as is necessary to enable said consultant to express an informed opinion with
respect to the subject matter referred {o in the Report,

“Representation Letter™ shall mean the letter of representations from the Agency to, or other instrument

or agreement of the Agency with, a Book-Entry Depository in which the Agency, among other things, makes
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certain representations to such Book-Entry Depository with respect to the Bonds, the payment thercof and
delivery of notices with respect thereto.

“Reserve Account” means the account by that name established pursuant to Section 5.03 hereof, within
which Reserve Account there may be created separate subaccounts with respect to each series of the Bonds.

“Reserve Requirement” means, as of the date of calculation an amount equal to the lesser of (1) 10% of
the initial outstanding principal amount of the Bonds (less original issue discount if in excess of two percent);
(ii) Maximum Annual Debt Service on the Bonds; or (iii} 125% of average Annual Debt Service on the Bonds;
provided, however, that the Reserve Requirement shall be calculated without regard to Escrowed Bonds, as
defined in Section 3.03 hereof.

“S&P” shall mean Standard & Poor’s Rating Service, a division of McGraw-Hiil Companies, Inc., its
successors and assigns, and if such corporation shall for any reason no longer perform its functions of a
securities ratings agency, “S&P” shall be deemed to refer to any other nationally recognized securities rating
agency designated by the Agency and the City.

“Securities Depositories” means The Depository Trust Company, New York, New York, and its
successors and assigns and any replacement securities depository as the Agency may designate in a Written
Request of the Agency delivered to the Trustee.

“Serial Bonds™ means with respect to the 2010 Bonds, all of the 2010 Bonds other than the 2010 Bonds
which are Term Bonds, and with respect to Parity Bonds, means al! of the Bonds of such series of Parity Bonds
of such series which are not Term Bonds,

“Special Fund” means the fund by that name established by Section 5.02.
“State” means the State of California.
“Subordinate Debt™ has the meaning set forth in Section 3.05 of the Indenture.

“Supplemental Indenture” means ap agreement, resolution or other instrument then in full force and
effect which has been duly adopted by the Agency, amendatory of or supplemental to the Indenture; but only if
and to the extent that such Supplemental Indenture is specifically authorized under the Indenture.

“Tax Increment Limitation” means, with respect to the Redeveiopment Project, the maximum amount of
tax increment 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 Regulations” means temporary and permanent regulations promulgated under Section 103 and
related provisions of the Code.

“Tax Revenue Certificate” means a written certificate of the Agency identifying the amount of Tax
Revenues calculated by a Redevelopment Consuitant taking into account information on assessed valuation
shown on the records of the County Assessor to be received by the Agency in either the current Bond Year or
the next Bond Year; provided that a Tax Revenue Certificate with regpect to Parity Boads shall contain the
information required by Section 3.03 of the Indenture.

“Tax Revenues” means that portion of taxes annually allocated to the Agency with respect to the Project
Area following the Closing Date pursuant to Article 6 of Chapter 6 (commencing with Section 33670) of the
Redevelopment Law and Section 16 of Article XVI of the Constitution of the State and as provided in the
Redevelopment Plan, including all payments, subventions and rcimbursements (if any) to the Agency
specifically attributable to ad valorem taxes lost by reason of tax exemptions and tax rate limitations, but
excluding (a) all amounts that are required to be deposited into the Low and Moderate Income Housing Fund of
the Agency in any Fiscal Year pursuant to Sections 33334.2 and 33334.3 of the Redevelopment Law, and (b) ail
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amounts required to be paid to entities other than the Agency pursuant to statutory tax —sharing arrangements
pursuant to Section 33607.5 of the Redevelopment Law.

“Term Bonds” means, with respect to the 2010 Bonds, the 2010 Bonds originally issued under the
Indenture maturing on September 1, 20 and September 1, 20 ; and with respect to any Parity Bonds,
means such Parity Bonds which are payable on or before their specified Principal Payment Dates from sinking
account payments established for that purpose and calculated to retire such Parity Bonds on or before their
respective Principal Payment Dates,

“Treasurer” means the treasurer of the Agency appointed pursuant to the Law, or other duly appointed
officer of the Agency authorized by the Agency by resolution delivered to the Trustee or by law to perform the
functions of the treasurer including, without limitation, the Assistant Treasurer of the Agency.

“Trustee™ means the Trustee appointed by the Agency and acting as an independent trustee with the
duties and powers provided in the Indenture, its successors and assigns, and any other corporation or association
which may at any time be substituted in its place, as provided in Section 7.01. The initial Trustee under the
Indenture is U.S. Bank National Association.

“2010 Bonds™ means the § aggregate principal amount of Redevelopment Agency of the
City 'of San Diego Naval Training Center Redevelopment Project Tax Allocation Bonds, 2010 Series A.

“Written Request of the Agency”™ or “Written Certificate of the Agency” means an instrument in writing
signed by any of the Chairman, the Executive Director, the Executive Director’s designee or by any other officer
of the Agency duly authorized by the Agency for that purpose.

“Yield” means that yield which, when used in computing the present worth of all payments of principal
and interest {or other paymenis in the case of Permitted Investments which require pavments in a form not
characterized as principal and interest) on a Permitted Investment or on any series of the Bonds produces an
amount equal to the Purchase Price of such Permitted Investment or any series of the Bonds, as the case may be,
all computed as prescribed in the applicabie Tax Regulations.

Funds And Accounts; Parity Bonds

Costs of Issuance Fund. There is hereby established a separate fund to be known as the “Costs of Issuance
Fund,” which shall be held by the Trustee in frust. The moneys in the Costs of Issnance Fund shall be used and
withdrawn by the Trustee from time to time to pay the Costs of Issuance upon submission of a Written Request
of the Agency stating the person to whom payment is to be made, the amount to be paid, the purpose for which
the obligation was incurred and that such payment is a proper charge against said fund. On the date six months
following the Closing Date, or upon the earlier Wrilten Reqguest of the Agency stating that all known Costs of
Issuance have been paid, all amounts, if any, remaining in the Costs of Issuance Fund shall be withdrawn
therefrom by the Trustee and transferred to the Redevelopment Fund and the Costs of Issuance Fund shall be
closed.

Issuance of Parity Bonds. In addition to the 2010 Bonds, the Agency may, by & Supplemental Indenture, issue
Parity Bonds payvable from Tax Revenues as and to the extent provided in the Indenture and secured by the
pledge made under the Indenture equally and ratably with the Bonds previously issued. The Agency may issue,
and the Trustee may authenticate and deliver to the purchasers thereof, Parity Bonds, in such principal amount
as shall be determined by the Agency, but only upon compliance by the Agency with the provisions of Section
3.03 and Section 3.04 hereof and any additional requirements set forth in said Supplemental Indenture and
subject to the following specific conditions, which are hereby made conditions precedent to the issuance of any
such Parity Bonds:

{a) No Event of Default shall have occurred and then be continuing;

{b) A Tax Revenue Certificate shall be delivered to the Trustee stating that Tax Revenues to be
aliocated and paid to the Agency in each Fiscal Year during the term of the Parity Bonds, plus at the option of
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the Agency the Additional Allowance, as set forth in a Tax Revenue Certificate of the Agency taking into
account all Redevelopment Plan limitations, tax sharing agreements and other factors which would cause a
reduction in Tax Revenues in any future Fiscal Year, will be at least equal to 125% of the Annual Debt Service
coming due and payable in the corresponding Fiscal Year on all Bonds which will be Outstanding foliowing the
issuance of such Parity Bonds;

(c) The Agency shall certify to the Trustee that the issuance of such Parity Bonds shall not cause
the Agency to exceed any applicable Himitations under the Redevelopment Plan. Without limiting the generality
of the foregoing, the Agency may not issue any Parity Bonds in the event and to the extent that either:

(1) the aggregate amount of debt service on all outstanding obligations of the Agency,
including such Parity Bonds, exceeds the aggregate amount of Tax Revenues which are eligible under
the Redevelopment Plan to be allocated and paid to the Agency during the period while such
outstanding obligations remain outstanding, or

(ii) the aggregate principal amount of all outstanding obligations of the Agency, including
such Parity Bonds, exceeds any applicable limit in the Redevelopment Plan on the aggregate principal
amount of indebtedness which the Agency is permitted to have outstanding at any one {ime;

(d) The Supplemental Indenture authorizing the issuance of Parity Bonds shall provide that (i)
interest on such Parity Bonds shall be calculated at a fixed interest rate if the Agency determines in such
Supplemental Indenture that it is to be paid on a current basis, shall be payable on March 1 and September 1 in
each year of the term of such Parity Bonds except the first twelve-month period during which interest may be
payable on any March 1 or September 1, and (ii) the principal of such Parity Bonds shall be payable on
September 1 in any year, as determined by the Agency, in which principal is payable;

(e) Money shall be deposited in the Reserve Account or in a subaccount therein {or a Qualified
Reserve Account Credit Investment provided) in an amount egual to the Reserve Requirement for all
outstanding Bonds, including such Parity Bonds; and

(H) 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 Indenture have been satisfied and that the deposit
into the Reserve Account as set forth above has been made.

For the purposes of the calculation of the coverage requirements set forth in the Indenture with respect
to the issuance of Parity Bonds, Outstanding Bonds and Parity Bonds shall not include a principal amount of
such Parity Bonds, determined on such basis among maturities as the Agency may determine, equal to the
proceeds of such Parity Bonds to be deposited in an escrow fund established for such Parity Bonds (the
“Escrowed Bonds™), provided that the Supplemental Indenture authorizing the issuance of such Parity Bonds
shall provide that:

(1) Such proceeds shali be invested in Permitted Investments, and an amount equal to the
difference between the projected interest eamings on such proceeds and the interest due on the
Escrowed Bonds shall be deposited in the Interest Account so as to pay interest on the Escrowed Bonds
as it becomes due and payable;

(2) Moneys may be transferred from the escrow fund established for the Escrowed Bonds
only if a Tax Revenue Certificate establishes that the amount of Tax Revenues, afier the proposed
transfer date to be allocated and paid to the Agency in each Fiscal Year during the term of the Parity
Bonds as projected by a Redevelopment Consultant taking into account all Redevelopment Plan
limitations, tax sharing agreements and other factors which would cause a reduction in Tax Revenues in
any future Fiscal year, wiil be at least equal to 125% of the Annual Debt Service coming due and
payable in the comresponding Fiscal Year on all Bonds (excluding the remaining Escrowed Bonds)
which will be Outstanding following such transfer date;
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(3) The Agency shall provide to the Trustee a Written Certificate of the Agency with
respect to the matters set forth in subsection (b), {c) or (e} above, provided that such certification shall
include the Escrowed Bonds allocable to such moneys so transferred from such escrow fund; and

4 Such Parity Bonds shall be redeemed from moneys remaining on deposit in the escrow
fund estabiished for the Escrowed Bonds at the expiration of a specified escrow period in such manner
as may be determined by the Agency in the Supplemental Indenture;

Any computations establishing that debt service coverage is sufficient to support the issuance of Parity
Debt or that requisite debt service savings are available to support the isszance of refunding bonds shall, in all
cases, be evidenced by a certificate of an Independent Certified Public Accountant or an Independent Financial
Consultant.

Proceedings for Issuance of Parity Bonds. Whenever the Agency shall determine to issue Parity Bonds pursuant
to Section 3.03, the Agency shall authorize the execution of a Supplemental Indenture specifying the principal
amount and prescribing the forms of such Parity Bonds and providing the terms, conditions, distinctive
designation, denominations, date, maturity date or dates, interest rate or rates (or the manner of determining
same), redemption provisions and place or places of payment of principal or of premiwm (if any) and interest on
such Paritv Bonds, and any other provisions respecting the Parity Bonds not inconsistent with the terms of the
Indenture.

Before such Parity Bonds shall be issued and delivered, the Agency shall file the following documents
with the Trustee:

(a) An executed copy of the Supplemental Indenture authorizing such Bonds.

(b) A Written Certificate of the Agency stating that, to the knowledge of the Agency, no
Event of Default has occurred and is then continuing.

(9] An opinion of Bond Counsel that the execution of the Supplemental Tndenture has been
duly authorized by the Agency in accordance with the Indenture; that the Parity Bonds, when duly
executed by the Agency and authenticated and delivered by the Trustee, will be legally valid and
binding limited obligations of the Agency; and that the issuance of such Parity Bonds will not in and of
itself impair the exclusion for federal income tax purposes of interest on any Outstanding Bonds.

(d) A Written Certificate of the Agency certifying that the conditions precedent to the
tssuance of such Parity Bonds set forth in Section 3.03 have been satisfied,

Subordinate Debt. Nothing in the Indenture shall be intended or construed in any way to prohibit or impose any
limitations on the issuance by the Agency of bonds, notes, or other obligations or evidences of indebtedness
payabie from Tax Revenues on a subordinate basis to the pledge of Tax Revenues to the repayment of the 2010
Bonds and any Parity Bonds (“Subordinate Debt™), provided that, (i) following an Event of Default under the
Indenture, no Subordinate Debt shall be paid prior to the 2010 Bonds or any other Parity Debt in any fiscal vear
of the Agency, and (ii) if the holder of any Subordinate Debt is a commercial bank, savings bank, savings and
loan association or other financial institution which is authorized by law to accept and hold deposits of money or
issue certificates of deposit, such holder must agree to waive any common law or statutory right of setoff with
respect fo any deposits of the Agency maintained with or held by such holder.

Redevelopment Fund. There is hereby created a special fund to be known as the “Redevelopment Agency of the
City of San Diego 2010 Tax Allocation Redevelopment Fund” (the “Redevelopment Fund™), which the Trustee
shall hoid in trust for the benefit of the Agency and into which there shall be deposited proceeds of the 2010
Bonds in the amount set forth in Section 3.01(3) hereof. The moneys deposited in the Redevelopment Fund
shall remain therein until requisitioned from time to time by one or more Written Requests of the Agency to the
Trustee, which requisitions shall state the amount being requisitioned and that it will be used by the Agency in
accordance with the provisions of the Indenture. All moneys so requisitioned by the Agency shall be expended
from time to time for the purpose of paying any portiont of the costs of the Redevelopment Project permitted by
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the Law; and other costs related thereto, which other costs may include, but are not limited to the costs of
improvements and other costs which may not benefit the Redevelopment Project exclusively but which are
necessary to the redevelopment of the Redevelopment Project Area and the disposition of land therein and
which are permitted by the Law. All amounts on deposit in the Redevelopment Fund shall be invested by the
Trustee at the written direction of the Agency in Permitted Investments. Investment earnings on such Permitted
Investments shall be retained in the Redevelopment Fund.

Security For The Bonds

Pledge of Tax Revenues. The Bonds shall be secured by a pledge (which pledge shall be effected in the manner
and to the extent after provided in the Indenture) of and first lien on all of the Tax Revenues (except as
othérwise provided in Section 5.02 hereof}, and, by a pledge of all of the moneys in the Special Fund, the Bond
Fund, the Interest Account, the Principal Account, the Reserve Account and the Redemption Fund. The Tax
Revenues shall be atlocated solely to the payment of the principal and interest, and redemption premium, if any,
of the Bonds and to the Reserve Account for the purposes set forth in Section 5.03; except that the Tax
Revenues may be apportioned in such amounts for such other purposes as are expressly permitted by Section
5.02. The pledge and allocation of Tax Revenues is for the exclusive benefit of the Bonds and shall be
frrevocable untii all of the Bonds have been paid and retived or uniil moneys have been set aside irrevocably for
that purpose.

In consideration of the acceptance of the Bonds by those who shall own them from time to time, the
Indenture shall be deemed to be and shall constitute a contract between the Agency and the Owners from time to
time of the Bonds and the covenants and agreements set forth in the Indenture to be performed on behalf of the
Agency shall be for the equal and proportionate security and protection of all Owners of the Bonds without
preference, priority or distinction as to security or otherwise of any of the Bonds over any of the others by
reason of the number or date thereof, of the time of sale, execution and delivery thereof, or otherwise for any
cause whatsoever, except as expressly provided therein or in the Indenture.

Special Fund; Deposif of Tax Revenues. The Agency shall establish and hold a special fund to be known as the
“Naval Training Center Redevelopment Project Tax Allocation Bonds Special Fund”™ (the “Special Fund™). The
Agency shall deposit all of the Tax Revenues received in any Bond Year in the Special Fund promptly upon
receipt thereof; provided, that the Agency shall not be obligated to deposit in the Special Fund in any Bond Year
an amount of Tax Revenues which, together with other available amounts in the Special Fund exceeds the
amounts required to be transferred to the Trustee for deposit in the Interest Account, Principal Account and the
Reserve Account in such Bond Year pursuant to Section 5.03. On or before the fifth day immediately preceding
cach Interest Payment Date, the Agency shall transfer from the Special Fund to the Bond Fund an amount equal
to the principal and interest owing on the Bonds on such Interest Payment Date and an amount, if any, necessary
to increase the amount in the Reserve Account to the Reserve Requirement. Any Tax Revenues received by the
Agency during any Bond Year in excess of the amounts required to be transferred to the Trustee for deposit into
the Interest Account, the Principal Account and the Reserve Account in such Bond Year pursuant to Section
5.03, shall be released from the pledge and lien under the Indenture and may be used for any lawful purposes of
the Agency.

All Tax Revenues and any other amounts at any time paid by the Agency and designated in writing for
deposit in the Special Fund shail be held by the Agency solely for the uses and purposes hereinafter in the
Indenture set forth. So long as any of the Bonds are Outstanding, the Agency shall not have any beneficial right
or interest in the Tax Revenues, except only as provided in the Indenture, and such moneys shall be used and
applied as set forth in the Indenture.

Bond Pund: Establishment and Maintenance of Accounts. There is hereby established & special fund 1o be
known as the “Naval Training Center Redevelopment Project Tax Allocation Bonds Bond Fund (the “Bond
Fund™) which shall be held by the Trustee. The Trustee shall receive and deposit to the Bond Fund the amounts
required to be deposited thereto pursuant to Section 5.02 hereof. Within the Bond Fund the Trustee shall
establish an Interest Account, a Principal Account and a Reserve Account. All moneys in the Bond Fund shalk
be transferred and set aside by the Trustee in the following respective special accounts of the Bond Fund (each
of which is hereby created to be held in trust by the Trustee) in the following order of priority:
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{a) Interest Account. At least one Business Day prior to each Interest Payment Date, the Trustee
shall transfer from the Rond Fund and set aside in the Interest Account an amount which, when added to the
amount contained in the Interest Account will be equal to the aggregate amount of the interest becoming due and
pavable on the Outstanding Bonds on such Interest Payment Date. No deposit need be made into the Interest
Account if the amount contained therein s at least equal to the interest to become due on the next succeeding
Interest Payment Date upon all of the Bonds issued under the Indenture and then Outstanding. The Trustee shall
also deposit in the Interest Account any other moneys received by it from the Agency and designated in writing
by the Agency for deposit in the Interest Account. All moneys in the Interest Account shall be used and
withdrawn by the Trustee solely for the purpose of paying the interest on the Bonds as it shall become due and
payable (including accrued interest on any Bonds purchased or redeemed prior to maturity pursuani to the
Indenture).

(b) Principal Account. At least one Business Day prior to each Principal Payment Date, the Trustee
shall transfer from the Bond Fund and set aside in the Principal Account an amount which, when added to the
amount contained i the Principal Account will be equal o the principal becoming due and payable on the
Bonds on such Principal Payment Date, whether by reason of scheduled maturity or mandatory sinking fund
redemption pursuant to Section 4.01(b} hereof. No deposit need be made into the Principal Account if the
amount contained therein is at least equal to the principal to become due on such Principal Payment Date,
whether by reason of scheduled maturity or mandatory sinking fund redemption. The Trustee shall also deposit
in the Principal Account any other moneys received by it from the Agency and designated in writing by the
Agency for deposit in the Principal Account. All moneys in the Principal Account shall be used and withdrawzn
by the Trustee solely for the purpose of paying the principal on the Bonds as it shall become due and payable,
whether by reason of scheduled maturity or mandatory sinking fund redemption.

{c) Reserve Account. At least one Business Day before each Interest Payment Date and after the
deposits required pursuant to the preceding subparagraphs have been made, the Trustee shall withdraw from the
Bond Fund and deposit in the Reserve Account an amount of money, if any, required to maintain the Reserve
Account and in the full amount of the Reserve Requirement. No deposit need be made in the Reserve Account
so long as there shail be on deposit therein a sum equal to at least the amount required by this paragraph to be on
deposit therein. There shall be deposited from the proceeds of the 2010 Bonds the amount set forth in Section
3.01 hereof as the initial Reserve Requirement. All money in the Reserve Account, and any subaccount therein
shall be used and withdrawn by the Trustee solely for the purpose of replenishing the Interest Account and the
Principal Account, in such order, in the event of any deficiency at any time in any of such accounts, or for the
purpose of paying the interest on or principal of or redemption premivms, if any, on the Bonds in the event that
no other money of the Agency is lawfully available therefor, or for the retirement of the Bonds then
Qutstanding, except that so long as the Agency is not in default under the Indenture, any amount in the Reserve
Account In excess of the amount required by this paragraph to be on deposit therein except as otherwise
provided in the Indenture, shall, if directed by the Agency, be transferred io the Bond Fund.

The Reserve Requirement may be satisfied, in whole or i part, by crediting to the Reserve Account
moneys, a Qualified Reserve Account Credit Instrument. Upon the deposit with the Frustee of such Qualified
Reserve Account Credit Instrument and delivery to the Trustee by the Agency of a written calculation of the
amount permitted to be released from the Reserve Account, the Trustee shall transfer such amount from the
Reserve Account to the Redevelopment Fund to be applied for lawful redevelopment purposes.

The Reserve Account may be maintained in the form of one or more separate sub-accounts which are
established for the purpose of holding the proceeds of separate issues of the Bonds in conformity with applicable
provisions of the Code.

(@) Surplus, Except as may be otherwise provided in any Supplemental Indenture, the Agency shall
not be obligated to fransfer to the Trustee for deposit in the Bond Fund in any Bond Year an amount of Tax
Revenues which, together with other available amounts in the Bond Fund, exceeds the amounts required in such
Bond Year pursuant to Section 5.03. In the event that for any reason whatsoever any amounts shall remain on
deposit in the Bond Fund on any September 2 after making all of the transfers theretofore required to be made
pursuant to the preceding clauses (a), (b) and (¢) and pursuant {0 any Supplemental Indenture, the Trustee shall
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withdraw such amounts from the Bond Fund and transfer such amounts to the Agency, to be used for any lawful
purposes of the Agency permitted by the Law.

Redemption Fund. The Redemption Fund shall be held by the Trustee. On or before the Business Day
preceding any date on which the Bonds are to be redeemed pursuant to Section 4.01(a), the Agency shall deposit
with the Trustee for deposit in the Redemption Fund (after taking into account moneys, if any, in the Principal
Account for such purpose) an amount required to pay the principal of and premium, if any, on the Bonds to be
redeemed pursuant to Section 4.01(a). All moneys in the Redemption Fund shall be used and withdrawn by the
Trustee solely for the purpose of paying the principal of and premium, if any, on the Bonds to be redeemed
pursuant to Section 4.01(a), on the date set for such redemption.

Establishment of Sub-Accounts For Separate Series of Bonds. If directed in writing by the Agency, the Trustee
shall establish and maintain a separate sub-account within each of the Interest Account, the Principal Account,
the Reserve Account, the Redemption Fund and the Rebate Account for each separate series of Bonds. In such
event, proceeds of sale of any series of Parity Bonds, and amounts required to be held for the payment or
security of any series of Parity Bonds, shall be held solely in the respective sub-accounts established for such
serics of Parity Bonds and shall not be commingled with amounts held in the respective sub-accounts
established for any other series of Bonds. For all purposes of the Indenture the sub-accounts established within
any account shall be accounted for as a part of such account

Covenants Of The Agency

Punctual Pavment. The Agency will punetually pay or cause to be paid the principal and interest to become due
in respect of all the Bonds in strict conformity with the terms of the Bonds and of the Indenture, and it will
faithfully observe and perform all of the conditions, covenants and requirements of the Indenture and all
Supplemental Indentures and of the Bonds. Nothing in the Indenture contained shall prevent the Agency from
making advances of its own moneys howsoever derived to any of the uses or purposes permitted by law.

Extension of Time for Pavment. In order to prevent any accumulation of claims for interest after maturity, the
Agency will not, directly or indirectly, extend or consent to the extension of the time for the payment of any
claim for interest on any of the Bonds and will not, directly or indirectly, approve any such arrangement by
purchasing or funding said claims for interest or in any other manner. In case any such claim for interest shall
be extended or funded whether or not with the consent of the Agency, such claim for interest so extended or
funded shall not be entitled, in case of default under the Indenture to the benefits of the Indenture, except subject
to the prior payment in full of the principal of all of the Bonds then Owtstanding and of all claims for interest
which shall not have been so extended or funded.

Against Fncumbrances. Except for Parity Bonds issued in accordance with Sections 3.03 and 3.04 hereof, the
Agency covenants and agrees that it will not issue any other obligations payable, as to either principal or
interest, from the Tax Revenues which have, or purport to have, any lien upon the Tax Revenues superior to or
on a parity with the lien of the Bonds; provided, however, that nothing in the Indenture shall prevent the Agency
from issuing and selling pursuant to law refunding bonds or other refunding obligations payable from and
having a first lien on a parity basis with all Outstanding Parity Bonds upon the Tax Revenues if such refunding
bonds or other refunding obligations are issued and are sufficient for the purpose of refunding all or a portion of
the Bonds then Cutstanding.

Protection of Security and Rights of Bondowners. The Agency will preserve and protect the security of the
Bonds and the rights of the Bondowners, and will warrant and defend their rights against all claims and demands
of ali persons. From and after the sale and delivery of any of the Bonds by the Agency the Bonds shall be
incontestable by the Agency.

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 governmental charges which may hereafter be lawfully
imposed upon the Agency or the properties then owned by the Agency in the Project Area, or upon the revenues
therefrom, when the same shall become due. Nothing in the Indenture contained shall require the Agency to
make any such payment so long as the Agency in good faith shall contest the validity of said taxes, assessments
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or charges. The Agency will duly observe and conform with all valid requirements of any governmental
authority reiative to the Project or any part thereof.

Compliance with Law, Completion of Project. The Agency will comply with all applicable provisions of the
Law in completing the Project including, without limitation, duly noticing and holding any public hearing
required by either Section 33445 or 33679 of the Law prior to application of proceeds of the Bonds to any
portion of the Project subject to either Section 33445 or 33679. In addition, the Agency will comply timely with
the public hearing and further requirements of Section 33334.6. The Agency will commence, and will continue
to completion, with all practicable dispatch, the Project and the Project will be accomplished and completed in a
sound and economical manner and in conformity with the Redevelopment Plan and the Law. Notwithstanding
the foregoing, the Agency may, in accordance with applicable provisions of the Law, amend the limits of the
Redevelopment Plan from time to time in order to extend the term or amount of any of such limits, so long as
any such amendment will not reduce the amount of Tax Revenues to be received by the Agency, as certified in a
certificate of a Redevelopment Consultant.

Books and Accounts; Financial Statements. The Agency shall 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 of San Diego, in which
complete and correct entries shall be made of all transactions reiating to the Redevelopment Project, the
Redevelopment Fund and the Tax Revenues. Such books of record and accounts shall at all times during
business hours be subject fo the inspection of the Owners of not less than ten percent (10%) in aggregate
principal amount of the Bonds then Outstanding, or their representatives authorized in writing,

Taxation of Leased Property. Whenever any property in the Redevelopment Project has been redeveloped and
thereafter is leased by the Agency to any person or persons {other than a public agency) or whenever the Agency
leases real property in the Redevelopment Project to any person or persons (other than a public agency) for
redevelopment, the property shall be assessed and taxed in the same manner as privately owned property, as
required by Section 33673 of the Law.

Disposition of Property. The Agency will not participate in the disposition of any land or real property in the
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 Indenture) if the effect of
such disposition would be to cause the amount of Tax Revenues for the then current Fiscal Year or any future
Fiscal Year, based on a report {including projections of Tax Revenues) of a Redevelopment Consultant, to {all
below 125% of debt service on the Bonds for such Fiscal Year, taking into account all Redevelopment Plan
limitations, tax sharing agreements and other factors which would cause a reduction in Tax Revemues in any
future Fiscal Year.

Tax Revenues. The Agency shall comply with all requirements of the Law to insure the allocation and payment
to it of the Tax Revenues mcluding without limitation the timely filing of anv necessary statements of
indebtedness with appropriate officials of the County.

Use of Proceeds. The Agency covenants and agrees that the proceeds of the sale of the Bonds will be deposited
and used as provided in the Indenture and the Law.

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 infention or to facilitate
the performance of the Indenture and for the better assuring and confirming unto the Owners of the Bonds of the
rights and benefits provided in the Indenture.

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




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

Rebate Requirement. The Agency shall take any and all actions necessary to assure compliance with Section
148(f} of the Code, relating 1o the rebate of excess investment earnings, if any, to the federal government, to the
extent that such section is applicable to any of the Bonds.

No Arbitrage. The Agency shall not take, or permit or suffer to be taken by the Trustee or otherwise, any action
with respect to the proceeds of any of the Bonds which, if such action had been reasonably expected to have
been taken, or had been deliberately and intentionally taken, on the date of 1ssuance of such Bonds, would have
caused such Bonds to be “arbitrage bonds” within the meaning of Section 148 of the Code.

Maintenance of Tax-Exemption of Bonds. The Agency shall take all actions necessary to assure the exclusion
of interest on any of the Bonds from the gross income of the Owners of such Bonds to the same extent as such
interest 1s permitted to be excluded from gross income under the Code as in effect on the date of issuance of
such Bonds.

Limit on Indebtedness. The Agency covenants with the Owners of all of the Bonds at any time Outstanding that
it will not enter into any obligation or make any expenditure payable from taxes allocated to the Agency under
the Law the payments of which, together with payments theretofore made or to be made with respect to other
obligations {including, but not limited to, the Bonds) previously entered into by the Agency, would exceed the
then-effective limit on the amount of taxes which can be allocated to the Agency pursuant to Section 33333.2(D)
of the Law and the Redevelopment Plan,

Continuing Disclosure. The Agency hereby covenants and agrees that it will comply with and carry out all of
the provisions of the Continuing Disclosure Certificate, Notwithstanding any other provision of the Indenture,
failure of the Agency to comply with the Continuing Disclosure Certificate shali not be considered an Event of
Default; however, the Trustee shall, at the written request of any participating underwrifer or the Owners of at
least 253% aggregate principal amount of Qutstanding Bonds, but only to the extent the Trustee has been
indemnified from and against any loss, cost, expense, claim or liability, including, without Hmitation, fees and
expenses of attorneys and additional fees and expenses of the Trustee or any Bondowner may take such actions
as may be necessary and appropriate, including seeking mandamus or specific performance by court order, to
cause the Agency to comply with its obligations under the Indenture.

Annual Review of Tax Revenues. The Agency shall annually review the total amount of Tax Revenues
remaining available to be received by the Agency under the Tax Increment Limitation, future cumulative
Annual Debt Service, and future cumuiative annual debt service on any Subordinate Debt and in the event such
review indicates any such limits may be exceeded while the Bonds remain Ouistanding, the Agency shall take
appropriate steps to aveid any effect on timely repayment of the Bonds.

The Trustee; Investment Of Moneys

Duties, Immunities and Liabilities of Trustee.

(a) The Trustee shall, prior to the occurrence of an Event of Default, and after the curing or waiver
of all Events of Default which may have occurred, perform such duties and only such duties as are specifically
set forth in the Indenture. The Trustee shall only be obligated to perform such duties as are expressly set forth in
the Indenture, and no duties or obligations not expressly set forth in the Indenture shall be implied. The Trustee
shall, during the existence of any Event of Default (which has not been cured or waived), exercise such of the
rights and powers vested in if by the Indenture, and use the same degree of care and skill in their exercise, as a
prudent person would exercise or use under the circumstances in the conduct of his own affairs.

{b) The Agency may remove the Trustee, at any time, unless an Event of Default shall have
occurred and then be continuing, and shall remove the Trustee (i) if at any time requested to do so by an
mstrument or concurrent instruments in writing signed by the Owners of not less than a majority in aggregate
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principal amount of the Bonds then Outstanding (or their attorneys duly authorized in writing), or (ii) if at any
time the Trustee shall cease to be eligible in accordance with the Indenture, or shall become incapable of acting,
or shall be adjudged a bankrupt or insolvent, or a receiver of the Trustee or its property shall be appointed, or
any public officer shall take control or charge of the Trustee or of its property or affairs for the purpose of
rehabilitation, conservation or liquidation. In each case such removal shall be accomplished by the giving of
written notice of such removal by the Agency to the Trustee, whereupon in the case of the Trustee, the Agency
shall appoint a successor Trustee by an instrument in writing.

(c) The Trustee may at any time resign by giving written notice of such resignation to the Agency
and by giving the Bondowners notice of such resignation by mail at their respective addresses shown on the
Registration Books. Upon receiving such notice of resignation, the Agency shall promptly appoint a successor
Trustee by an instrument in writing. The Trustee shall not be relieved of its duties until such successor Trustee
has accepted such appointment.

(&) Any removal or resignation of the Trustee and appointment of a successor Trustee shall become
effective upon acceptance of appointment by the successor Trustee. If no successor Trustee shall have been
appointed and have accepted appointment within thirty (30) days of giving notice of removal or notice of
resignation as aforesaid, the resigning Trustee or any Bondowner (on behalf of himself and all other
Bondowners), at the expense of the Agency, may petition any court of competent jurisdiction for the
appointment of a successor Trustee, and such court may thereupon, after such notice (if any) as it may deem
proper, appoint such successor Trustee. Any successor Trustee appointed under the Indenture shall signify its
acceptance of such appointment by executing and delivering to the Agency and to its predecessor Trustee a
written acceptance thereof, and thereupon and upon receipt by the predecessor Trustee of all fees and expenses
due and payable to it, such successor Trustee, without any further act, deed or conveyance, shall become vested
with all the moneys, estates, properties, rights, powers, trusts, duties and obligations of such predecessor
Trustee, with like effect as if originalty named Trustee in the Indenture; but, nevertheless at the Written Request
of the Agency or the request of the successor Trustee, such predecessor Trustee shall execute and deliver any
and all instruments of conveyance or further assurance and do such other things as may reasonably be required
for more fully and certainly vesting in and confirming to such successor Trustee all the right, title and interest of
such predecessor Trustee in and to any property held by it under the Indenture and shall pay over, transfer,
assign and deliver to the successor Trustee any money or other property subject o the trusts and conditions in
the Indenture set forth. Upon request of the successor Trustee, the Agency shall execute and deliver any and all
instruments as may be reasonably required for more fully and certainly vesting in and confirming to such
successor Trustee all such moneys, estates, properties, rights, powers, trusts, duties and obligations. Upon
acceptance of appointment by a successor Trustee as provided in this subsection {d), the Agency shall mail a
notice of the succession of such Trustee to the trusts under the Indenture to each rating agency which then has a
current rating on the Bonds, if any, and to the Bondowners at their respective addresses shown on the
Registration Books. If the Agency fails to mail such notice within fifteen (15) days after acceptance of
appointment by the successor Trustee, the successor Trustee shall cause such notice to be mailed at the expense
of the Agency.

(e) Any Trustee appointed under the provisions of the Indenture in succession to the Trustee shall
be a corporation or other entity organized and doing business under the laws of any state, the District of
Columbia or the United States of America, authorized under such laws to exercise corporate trust powers, which
shall have (or, in the case of a corporation included in a bank holding company system, the related bank holding
company shall have) a combined capital and surplus of at least fifty million dollars ($50,000,000), and subject to
supervision or examination by federal or state authority. If such corporation or other entity publishes a report of
condition at least annually, pursuant to law or to the requirements of any supervising ot examining authority
above referred to, then for the purpose of this subsection (e) the combined capital and surplus of such
corporation or other entity shall be deemed to be its combined capital and surplus as set forth in its most recent
report of condition so published. In case at any time the Trustee shall cease to be eligibie in accordance with the
provisions of this subsection (e}, the Trustee shall resign immediately in the manner and with the effect specified
in Section (d).

Merger or Consolidation. Any bank or company into which the Trustee may be merged or converted or with
which either of them may be consolidated or any bank or company resulting from any merger, conversion or
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consolidation to which it shall be a party or any bank or company to which the Trustee may sell or transfer all or
substantially ail of its corporate trust business, provided such bank or company shall be eligible under
subsection (e) of Section 7.01, shall be the successor to such Trustee without the execution or filing of any paper
or any further act, anything in the Indenture to the contrary notwithstanding.

Liability of Trustee.

(a) The recitals of facts in the Indenture and in the Bonds contained shail be taken as statements of
the Agency, and the Trustee shall not assume responsibility for the correctness of the same, nor make any
representations as to the validity or sufficiency of the Indenture or of the Bonds nor shall incur any
responsibility in respect thereof, other than as expressly stated in the Indenture. The Trustee shall, however, be
responsible for its representations confained in its certificate of authentication on the Bonds. The Trustee shall
not be liable in connection with the performance of its duties under the Indenture, except for its own negligence
or wiliful misconduct. The Trustce may act through agents, attorneys and receivers and shall not be liable for
the acts or omissions of any agents, attorneys or receivers selected by it with due care. The Trustee may become
the Owner of Bonds with the same rights it would have if it were not Trustee and, to the extent permitted by law,
may act as depositary for and permit any of its officers or directors to act as a member of, or in any other
capacity with respect to, any committee formed to protect the rights of Bondowners, whether or not such
committee shall represent the Owners of a majority in principal amount of the Bonds then Qutstanding.

(b) The Trustee shall not be liable for any error of judgment made in good faith by its officers,
agents, directors or employees, unless it shall be proved that it was negligent in ascertaining the pertinent facts.

{c) The Trustee shall not be liable with respect to any action taken or omitted to be taken by it in
good faith in accordance with the direction of the Owners of not less than a majority in aggregate principal
amount (or other percentage provided for in the Indenture) of the Bonds at the time Outstanding, relating to the
time, method and place of conducting any proceeding for any remedy available to the Trustee, or exercising any
trust or power conferred upon the Trustee under the Indenture.

(d) The Trustee shall not be Hable for any action taken by it in good faith and believed by it to be
authorized or within the discretion or rights or powers conferred upon it by the Indenture.

{e) The Trustee shall not be deemed to have knowledge of any Event of Default under the Indenture
unless and until it shall have actual knowledge thereof, or shall have received written notice thereof, at its
Corporate Trust Office. Except as otherwise expressly provided in the Indenture, the Trustee shatl not be bound
to ascertain or inquire as to the performance or observance of any of the terms, conditions, covenants or
agreements in the Indenture or of any of the documents executed in connection with the Bonds, or as to the
existence of an Event of Default thereunder. The Trustee shall not be responsible for the validity or
effectiveness of any collateral given to or held by it. Without limiting the generality of the foregoing, the
Trustee shall not be responsible for reviewing the contents of any financial statements furnished to the Trustee
pursuant to Section 6.07 and may rely conclusively on the certificates accompanying such financial statements
to establish the Agency’s compliance with its financial covenants under the Indenture, including, without
limitation, its covenants regarding the depasit of Tax Revenues into the Bond Fund and the investment and
application of moneys on deposit in the Bond Fund (other than its covenants to transfer such moneys to the
Trustee when due under the Indenture).

(H) The Trustee shall not be considered in breach of or in default in its obligations under the
Indenture or progress in respect thereto in the event of enforced delay (“unavoidable delay™) in the performance
of such obligations due to unforesecable causes beyond its control and without its fault or negligence, including,
but not limited to, acts of God or of the public enemy or terrorists, acts of a government, acts of the other party,
fires, floods, epidemics, quarantine restrictions, strikes, freight embargoes, earthquakes, explosion, mob
violence, riot, inability to procure or general sabotage or rationing of labor, equipment, facilities, sources of
energy, material or supplies in the open market, litigation or arbitration involving a party or others relating to
zoning or other governmental action or inaction pertaining to the project, malicious mischief, condemnation, and
unusually severe weather or delays or suppliers or subcontractors due to such causes or any similar event and/or
occurrences beyond the conirol of the Trustee.
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g) The Trustee agrees to accept and act upon facsimile transmission of written instructions and/or
directions pursuant to the Indenture provided, however, that: (i) subsequent to such facsimile transmission of
written instructions and/or directions the Trustee shall forthwith receive the originally execufed instructions
and/or directions, (i) such originally executed instructions and/or directions shall be signed by a person as may
be designated and authorized to sign for the party signing such instructions and/or directions, and (iii) the
Trustee shall have received a current incumbency certificate containing the specimen signature of such
designated person.

Right to Rely on Documents. The Trustee shall be protected in acting upon any notice, resclution, request,
consent, order, certificate, requisition, report, opinion, bonds or other paper or decument believed by it to be
genuine and to have been signed or presented by the proper party or parties. The Trustee may consult with
counsel, who may be counsel of or to the Agency, with regard to legal questions, and the opinion of such
counsel shall be full and complete authorization and protection in respect of any action taken or suffered by it
under the Indenture in good faith and in accordance therewith.

The Trustee shall not be bound to recognize any person as the Owner of a Bond unless and until such
Bond is submitted for inspection, if required, and his title thereto is established to the satisfaction of the Trusice.

Whenever in the administration of the trusts imposed upon it by the Indenture the Trustee shall deem it
necessary or desirable that a matter be proved or established prior to taking or suffering any action under the
Indenture, such matter (unless other evidence in respect thereof be in the Indenture specifically prescribed) may
be deemed to be conclusively proved and established by a written certificate of the Agency, which shall be full
warrant to the Trustee for any action taken or suffered in good faith under the provisions of the Indenture in
reliance upon such written certificate.

No provision in the Indenture shall require the Trustee to risk or expend its own funds or otherwise
meur any financial liability under the Indenture. The Trustee shall be entitied to interest on any amounts
advanced by it at the maximum rate permitted by law.

The Trustee shall have no responsibility with respect to any information, statement, or recital in any
official statement, offering memorandum or any other disclosure material prepared or distributed with respect to
the Bonds. '

Preservation and Inspection of Documents. All documents received by the Trustee under the provisions of the
Indenture shall be retained in its possession and shall be subject at all reasonable times during business hours
upon reasonable notice to the inspection of the Agency and any Bondowner of at least 5% of the principal
amount of Bonds Outstanding, and their agents and representatives duly authorized in writing, at reasonable
hours and under reasonable conditions.

Compensation and Indemnification. The Agency shall pay to the Trustee from time to time all compensation for
all reasonable services rendered under the Indenture and aiso all reasonable expenses, charges, legal and
consulting fees and other disbursements and those of its aftorneys, agents and employees, incurred in and about
the performance of its powers and duties under the Indenture.

The Agency further covenants and agrees to indemnify and save the Trustee and its officers, directors,
agents and employees harmless against any costs, claims, loss, expense and liabilities which it may incur arising
out of or in the acceptance, exercise and performance of its powers and duties under the Indenture, including the
costs and expenses of defending against any claim of liability, but excluding any and all losses, expenses and
liabilities which are due to the negligence, willful misconduct or willful default of the Trustee, its officers,
directors, agents or empioyees. The obligations of the Agency under this paragraph shall survive resignation or
removal of the Trustee under the Indenture and payvment of the Bonds and discharge of the Indenture.

Deposit and Investment of Moneys in Funds. Moneys in the Interest Account, the Principal Account, the
Reserve Account, the Redemption- Account, the Redevelopment Fund and the Costs of Issuance Fund shall be
invested by the Trustee in Permitted Investments as specified by the Treasurer of the Agency and shall be
promptly confirmed in writing by the Agency with the Trustee within at least one {1} Business Day. In the
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absence of anmy such direction provided by the Treasurer of the Agency, the Trustee shall invest any such
moneys in Permitted Investients described in clause (8) of the definition thereof which by their terms mature
prior to the date on which such moneys are required to be paid out under the Indenture.

Obligations purchased as an investment of monevs in any fund shall be deemed to be part of such fund
or account. Whenever in the Indenture any moneys are required to be transferred by the Agency to the Trustee,
such transfer may be accomplished by transferring a like amount of Permitted Investments which by their terms
mature prior to the date on which snch moneys are required to be paid ouf under the Indenture. All interest or
gain derived from the investment of amounts in any of the funds or accounts established under the Indenture
{other than with respect to funds held by the Agency) shall be retained in the respective funds and accounts to be
used for the purposes thereof; provided, however, that all interest or gain from the investment of amounts in the
respective subaccounts of the Reserve Account shall be deposited by the Trustee in the Interest Account, but
only to the extent that the amount remaining in the respective subaccounts of the Reserve Account following
such deposit is equal to the Reserve Requirement for the applicable series of Bonds.

The Agency acknowledges that to the extent regulations of the Controller of the Currency or other
applicable regulatory entity grant the Agency the right to receive brokerage confirmations of security
transactions as they occur, the Agency specifically waives receipt of such confirmations to the extent permitted
by law. The Trustee will furnish the Agency periodic cash transaction statements which shall include detail for
all mvestment transactions made by the Trustee under the Indenture.

Moneys credited to any fund or account under the Indenture which are uninvested pending disbursement
or receipt of proper investment directions or as directed by the Agency as provided in the Indenture, may be
deposited to and held in a non-interest bearing demand deposit account established with the commercial banking
department of the Trustee or any bank affiliated with the Trustee.

The Trustee may make any investments under the Indenture through its own bond or investment
department or trust investment department, or those of its parent or any affiliate.

The Trustee or any of its affiliates may act as sponsor, advisor or manager in connection with any
investments made by the Trustee under the Indenture.

For purposes of acquiring any investments under the Indenture, the Trustee may in its discretion
commingle funds held by it under the Indenture. The Trustee shall incur no liability for losses arising from any
mvestments made pursuant fo the Indenture. For purposes of determining the amount on deposit in any fund or
account held under the Indenture, all Permitted Investments credited to such fund or account shall be valued by
the Trustee, at least monthly, at the market value {excluding accrued interest, other than in the case of the
Reserve Accouni {(where accrued interest shall be included) and excluding brokerage commissions, if any). In
making any such valuations, the Trustee may utilize computerized securities pricing services that may be
availabie to it, including those available through its regular accounting system.

Accounting Records and Financial Statements. The Trustee shall at all times keep, or cause to be kept, proper
books of record and account, prepared in accordance with corporate trust industry standards, in which complete
and accurate entries shall be made of all transactions relating to the proceeds of the Bonds and all funds and
accounts established and held by the Trustee pursuant to the Indenture. Such books of record and account shall
be available for inspection by the Agency at reasonable hours, upon reasonable notice and under reasonable
circumstances. The Trustee shall furnish to the Agency, at least monthly, an accounting of all transactions
relating to the proceeds of the Bonds and all funds and accounts established pursuant to the Indenture, which
may be in the form of the Trustee’s regular monthly statement.

Appointment of Co Trustee or Agent. It is the purpose of the Indenture that there shall be no violation of any
law of any jurisdiction (including particularly the laws of the State) denying or restricting the right of banking
corporations or associations to transact business as trustee in such jurisdiction. Tt is recognized that in case of
litigation under the Indenture, and in particular, in case of the enforcement thereof or default thereunder, or in
case the Trustee deems that by reason of any present or future law of any junisdiction it may not exercise or it
finds it impracticable to exercise any of the powers, rights or remedies in the Indenture granted to the Trustee or
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hold title to the properties, in trust, as granted in the Indenture, or take any action which may be desirable or
necessary in connection thereéwith, it may be necessary that the Agency appoint an additional individual or
institution as a separate or co trustee. The following provisions of the Indenture are adapted to these ends.

In the event that the Agency appoints an additional individual or institution as a separate or ¢o trustee,
each and every remedy, power, right, claim, demand, cause of action, immunity, estate, title, interest, duty,
obligation and lien expressed or intended by the Indenture to be exercised by, or vested in or conveyed to the
Trustee with respect thereto shall be exercisable by and vest in such sepearate or co-frustee to exercise such
powers, rights and remedies, and every covenant and obligation necessary to the exercise thereof by such
separate or co trustee shall run to and be enforceable by either of them.

Should any instrument in writing from the Agency be required by the separate or co trustee so appointed
by the Agency for more fully and certainly vesting in and confirming to him or it, such properties, rights,
powers, trusts, duties and obligations, any and all such instruments in writing shall, on request, be executed,
acknowledged and delivered by the Agency. In case any separate or co trustee or a successor to either shall die,
become incapable of acting, resign or be removed, all the estates, properties, rights, powers, trusts, duties and
obligations of such separate or co trustee, so far as permitted by law, shall vest in and be exercised by the
Trustee until the appointment of a new Trustee or successor to such separate or co trustee.

In addition to the appointment of a co trustee under the Indenture, the Trustee may, at the expense and
with the prior written consent of the Agency, appoint any agent of the Trustee in New York, New York or Los
Angeles or San Fran¢isco, California for the purpose of administering the transfers or exchanges of Bonds or for
the performance of any other responsibilities of the Trustee under the Indenture.

Rebate of Excess Investment Farnings to United States. The provisions of the Indenture shall apply only to the
extent Bonds are outstanding under the Indenture that are subject to the requirements set forth in the Indenture
with respect to rebate under the Code.

(a) Obligation to Calculate Excess Investment Famings. The Agency shall calculate or cause to be
calculated, and shall provide or cause to be provided written notice to the Trustee of, the excess investment
earnings (as defined in the Code, “Excess Investment Earnings™) at such times and in such manner as may be
required pursuant to the Code. The Agency shall inform the Trustee how frequently calculations are to be made,
and shall ensure that a copy of all such calculations is given promptly fo the Trustee.

(b) Rebate to United States. The Agency agrees to deposit with the Trustee, promptly upon the
receipt of any calculations made pursuant to the preceding subsection (2), the amount of Excess Investment
Earnings so calculated. The Trustee shall deposit all amounts paid to it for such purpose by the Agency in the
Rebate Account which account is hereby established with the Trustee. The Trustee shall pay to the United
States of America from the amounts on deposit in the Rebate Account such amounts as shall be identified
pursuant to written notice filed with the Trustee by the Agency for such purpose from time to time. Payments to
the United States of America shall be made to the address prescribed by the Tax Regulations as the same may be
from time to time in effect with such reports and statements as may be prescribed by such Tax Regulations.
Following payment in full to the United States of America of all amounts due and owing under this subsection
(b} and under the Code, the Trustee shall withdraw from the Rebate Account and transfer to the Agency all
amounts remaiming on deposit in the Rebate Account. The Trustee shall not be responsible for calculating
rebate amounts or for the adequacy or correctness or any rebate report or rebate calculations. The Trustee shall
be deemed conclusively to have complied with the provisions of the Indenture regarding calculation and
payment of rebate if it follows the directions of the Agency and it shall have no independent duty to review such
calcuiations or enforce compliance by the Agency with such rebate requirements.

(c) Investment Transactions. The Agency shall assure that Excess Investment Earnings are not paid
or disbursed except as required in the Indenture. To that end the Agency shall assure that investment
transactions are on an arm’s-length basis. In the event that Permitted Investments consist of certificates of
deposit or investment contracts, investment in such Permitted Investments shall be made in accordance with the
procedures described in the Tax Regulations.
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(d) Maintenance of Records. The Agency shall keep, and retain for a period of six (6} years
following the retirement of the Bonds, records of the determinations made pursuant to the Indenture.

{e) Engagement of Professional Services. In order to provide for the administration of the
Indenture, the Agency may provide for the employment of independent attorneys, accountants and consultants
compensated on such reasonable basis as the Agency may deem appropriate.

(0 Modification. Any of the provisions of the indenture relating to the calculation of rebate may
be amended, modified or deleted in any manner whatsoever in the event that the Agency shall cause to be filed
with the Trustee written directions making such amendment, modification or deletion, which written directions
are accompanied by an opindon of Bond Counsel stating that such amendment, modification or deletion will not
cause interest on the Bonds to be includable in gross income of the Bondowners for federal income tax
purposes.

Moedification Or Amendment Of The Indenture

Amendments Permitted. The Indenture and the rights and obligations of the Agency and of the Owners of the
Bonds may be modified or amended at any time by a Supplemental Indenture pursuant to the affirmative vote at
a meeting of Bondowners or with the written consent without a meeting of the Owners of a majority
aggregate principal amount of the Bonds then Outstanding, exclusive of Bonds disqualified as provided in
Section 8.04. No such modification or amendment shail (1) extend the maturity of any Bond or reduce the
interest rate thereon, or otherwise alter or impair the obligation of the Agency to pay the principal thereof, or
interest thereon, or any premium payable on the redemption thereof, at the time and place and at the rate and in
the currency provided therein without the express consent of the Owner of such Bond, or (2) permit the creation
by the Agency of any mortgage pledge or lien upon the Tax Revenues superior to or on a parity with the pledge
and lien created for the benefit of the Bonds {except as otherwise provided in the Indenture) or reduce the
percentage of Bonds required for the affirmative vote or written consent to an amendment or modification or (3)
modify any of the rights or abligations of the Trustee without its written assent thereto.

The ndenture and the rights and obligations of the Agency and of the Owners of the Bonds may also be
modified or amended at any time by a Supplemental Indenture, but without the consent of any Bondowners, but
only to the extent permitted by law and only for any one or more of the following purposes-

(a) to add to the covenants and agreements of the Agency in the Indenture contained, other
covenants and agreements thereafter to be observed or to limit or surrender any right or power in the Indenture
reserved to or conferred upon the Agency; or

() to make modifications not adversely affecting any Outstanding series of Bonds of the Agency in
any material respect, including an amendment pursuant to Section 5.05 hereof; or

() with the written consent of the Trustee, to make such provisions for the purpose of curing any
ambiguity, or of curing, correcting or supplementing any defective provision contained in the Indenture, or in
regard to questions arising under the Indenture, as the Agency and the Trustee may deem necessary or desirable
and not inconsistent with the Indenture, and which shall not materially adversely affect the rights of the Owners
of the Bonds; or

(d) to provide for the issuance of any Parity Bonds, and to provide the terms and conditions under
which such Parity Bonds may be issued, subject to and in accordance with the provisions of Section 3.03 and
Section 3.04 hereof,

Bondowners® Meetings. The Agency may at any time call a meeting of the Bondowners. In such event the
Agency is authorized to fix the time and place of said meeting and to provide for the giving of notice thereof and
to fix and adopt rules and regulations for the conduct of said meeting.

Procedure for Amendment with Written Consent of Bondowners. The Agency may at any time adopt a
Supplemental Indenture amendimg the provisions of the Bonds or of the Indenture or any Supplemental

D-22




Indenture, to the extent that such amendment is permitted by Section 8.01, to take effect when and as provided
in the Indenture. A copy of such Supplemental Indenture, together with a request to Bondowners for their
consent thereto, shall be matled by the Agency to each registered Owner of Bonds Outstanding, but failure to
mail copies of such Supplemental Indenture and request shall not affect the validity of the Supplemental
Indenture when assented to as in the Indenture provided.

Such Supplemental Indenture shall not become effective unless there shall be filed with the Trustee the
written consents of the Owners of a majority in aggregate principal amount of the Bonds then Outstanding
(exclusive of Bonds disqualified as provided in Section 8.04) and a notice shall have been mailed as hereinafter
in the Indenture provided. Each such consent shall be effective only if accompanied by proof of ownership of
the Bonds for which such consent is given which proof shall be such as is permitted by Section 10.04, Any such
consent shall be binding upon the Owner of the Bonds giving such consent and on any subsequent Owner
{whether or not such subsequent Owner has notice thereof) unless such consent is revoked in writing by the
Owner giving such consent or a subsequent Owner by filing such revocation with the Trustee prior to the date
when the notice hereinafter in the Indenture provided for has been mailed. Any revocation received by the
Trustee after such notice has been mailed shall be of no force or effect.

After the Owners of the required percentage of Bonds shall have filed their consents to the
Supplemental Indenture, the Agency shall maii a notice to the Bondowners in the manner hereinbefore provided
in the Indenture for the mailing of the Supplemental Indenture, stating in substance that the Supplemental
Indenture has been consented to by the Owners of the required percentage of Bonds and will be effective as
provided in the Indenture (but failure {o mail copies of said notice shall not affect the validity of the
Supplemental Indenture or consents thereto). Proof of the mailing of such notice shall be filed with the Trustee.
A record consisting of the papers required by the Indenture to be filed with the Trustee shall be proof of the
matters therein stated until the contrary is proved. The Supplemental Indenture shall become effective upon the
filing with the Trustee of the proof of mailing of such notice, and the Supplemental Indenture shall be deemed
conclusively binding (except as otherwise hereinabove specifically provided in the Indenture) upon the Agency
and the Owners of all Bonds at the expiration of sixty (60) days after such filing, except in the event of a final
decree of a court of competent jurisdiction setting aside such consent in a legal action or equitable proceeding
for such purpose commenced within such sixty-day period.

Disqualified Bonds. Bonds owned or held for the account of the Agency or the City, excepting any pension or
retirement fund, shall not be deemed Outstanding for the purpose of any vote, consent or other action or any
calculation of Outstanding Bonds provided for in the Indenture, and shall not be entitied to vote upon, consent
to, or take any other action provided for in the Indenture.

Effect of Supplemental Indenture. From and after the time any Supplemental Indenture becomes effective
pursuant to the Indenture, the Indeniure shall be deemed to be modified and amended in accordance therewith,
the respective rights, duties and obligations under the Indenture of the Agency and all Owners of Bends
Outstanding shall thereafter be determined, exercised and enforced under the Indenture subject in all respects to
such modifications and amendments, and all the terms and conditions of any such Supplemental Indenture shall
be deemed to be part of the terms and conditions of the Indenture for any and all purposes.

The Agency or the Trustee may adopt appropriate regulations to require each Bondowner before his
consent provided for in this the Indenture shall be deemed effective to reveal if the Bonds as to which such
consent is given are disqualified as provided in Section 8.04.

Endorsement or Replacement of Bonds Issued After Amendments. The Agency may determine that Bonds
issued and delivered after the effective date of any action taken as provided in the Indenture shall bear a
notation, by endorsement or otherwise, in form approved by the Agency, as to such action. In that case, upon
demand of the Owner of any Bond Outstanding at such effective date and presentation of his Bond for that
purpose at the Corporate Trust Office of the Trustee or at such other office as the Agency may select and
designate for that purpose, a suitable notation shall be made on such Bond. The Agency may determine that
new Bonds, so modified as in the opinion of the Agency is necessary to conform to such Bondowners® action,
shall be prepared, executed and delivered. In that case, upon demand of the Owner of any Bonds then
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Outstanding, such new Bonds shall be exchanged at the Corporate Trust Office of the Trustee, without cost to
any Bondowner, for Bonds then Outstanding, upon surrender of such Bonds.

Amendatory Endorsement of Bonds. The provisions of the Indenture shall not prevent any Bondowner from
accepting any amendment as to the particular Bonds held by him provided that due nofation thereof is made on
such Bonds.

Opinion of Counsel. Prior to the execution by the Trustee of any amendment hereto, the Trustee shall be
furnished with an opinion of counsel stating that the provisions of the Indenture have been complied with.

Events Of Default And Remedies Of Bondowners

Events of Default and Acceleration of Maturities. The following events shall constitute Events of Default under
the Indenture:

(a) if defanit shall be made in the due and punctual payment of the principal of or interest or
redemption premium (if any) on any Bond when and as the same shall become due and payable, whether at
maturity as therein expressed, by declaration or otherwise;

() if default shall be made by the Agency in the observance of any of the covenants, agreements or
conditions on its part in the Indenture or in the Bonds contained, other than a default described in the preceding
clause a), and such default shall have continued for a period of thirty (36) days following the receipt by the
Agency of written notice from the Trustee or any Bondowner of the occurrence of such default; provided,
however, that if in the reasonable opinion of the Agency the failure stated in such notice can be corrected, but
not within such thirty (30)-day period and if corrective action is instituted by the Agency within such thirty
(30)-day period, the Agency may diligently pursue such corrective action until such failure is corrected, but in
no event more than 90 days following the receipt by the Agency of such notice; or

{c) if the Agency shall file a petition or answer secking reorganization or arrangement under the
federal bankruptcy laws or any other applicable law of the United States of America, or if a court of competent
jurisdiction shall approve a petition, filed with or without the consent of the Agency, secking reorganization
under the federal bankruptcy laws or any other applicable law of the United States of America, or if, under the
provisions of any other law for the relief or aid of debtors, any cowrt of competent jurisdiction shall assume
custedy or control of the Agency or of the whole or any substantial part of its property.

If an Event of Default shall occur, then, and in each and every such case during the continuance of such
Event of Default, the Trustee may, and if requested in writing by the Owners of a majority in aggregate principal
amount of the Bonds then Outstanding, the Trustee shall (a) declare the principal of the Bonds, together with the
accrued interest thereon, 1o be due and payabie immnediately, and upon any such declaration the same shall
become immediately due and payable, anything in the Indenture or in the Bonds to the contrary notwithstanding,
and (b) subject to the provisions of Section 9.06, exercise any other remedies availabie to the Trustee and the
Bondowners in law or at equity.

Immediately upon obtamming actual knowledge of the occurrence of an Event of Default, the Trustee
shall give notice of such Event of Default to the Agency by telephone confirmed in writing. Such notice shall
also state whether the principal of the Bonds shall have been declared to be or have immediately become due
and payable. With respect to any Event of Default described in clause {a) or {¢) above the Trustee shall, and
with respect to any Event of Default deseribed in clause (b) above the Trustee in its sole discretion may, also
give such notice to the Owners of the Bonds in the same manner as provided in the Indenture for notices of
redemption of the Bonds.

Upon declaration of an Event of Default, the Agency shall transfer the Special Fund and all moneys

therein to the Trustee who shall hold such Special Fund for the benefit of the Bondholders until such Event of
Default shall have been cured.
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This provision, however, is subject to the condition that if, at any time after the principal of the Bonds
shall have been so declared due and payable, and before any judgment or decree for the payment of the moneys
due shall have been obtained or entered, the. Agency shall deposit with the Trustee a sum sufficient to pay all
principal on the Bonds matured prior to such declaration and all matured installments of interest (if any) upon ail
the Bonds, with interest on such overdue installments of principal and interest at the net effective rate then bome
by the Outstanding Bonds, and the reasonable fees and expenses of the Trustee, and any and all other defaults
known to the Trustee (other than in the payment of principal of and interest on the Bonds due and payable solely
by reason of such declaration) shall have been made good or cured to the satisfaction of the Trustee or provision
deemed by the Trustee to be adequate shall have been made therefor, then, and in every such case, the Owners
of at least a majority in aggregate principal amount of the Bonds then Outstanding, by written notice to the
Agency and to the Trustee, may, on behalf of the Owners of all of the Bonds, rescind and annul such declaration
and its consequences. However, o such rescission and annulment shall extend to or shall affect any subsequent
default, or shall impair or exbaust any right or power consequent thereon,

Subject 1o the provisions of the Indenture, the Trustee agrees to enforce by mandamus, suit or other
proceeding at law or i equity the covenants and agreements of the Agency.

Application of Funds Upon Acceleration. All of the Tax Revenues and all sums m the funds and accounts
established and held by the Trustee under the Indenture upon the date of the declaration of acceleration (other
than the Rebate Account) as provided in Section 9.01, and all sums thereafter received by the Trustee under the
Indenture, shali be applied by the Trustee in the following order upon presentation of the several Bonds, and the
stamping thereon of the payment if only partially paid, or upon the surrender thereof if fuily paid:

First, to the payment of the fees, costs and expenses of the Trustee and thereafter of the Bondowners in
declaring such Event of Default, including reasonable compensation to its or their agents, attorneys and counsel;
and

Second, to the payment of the whole amount then owing and unpaid upon the Bonds for principal and
interest, with interest on the overdue principal and installments of interest at the net effective rate then borne by
the Outstanding Bonds (to the extent that such interest on overdue installments of principal and interest shall
have been collected), and in case such moneys shall be insufficient to pay i full the whole amount so owing and
unpaid upon the Bonds, then to the payment of such principal and interest without preference or priority of
principal over miterest, or mferest over principal, or of any mstallment of mterest over any other installment of
interest, or any Bond over any other Bond, ratably to the aggregate of such principal and interest.

Power of Trustee to Control Proceedings. In the event that the Trustee, upon the happening of an Event of
Default, shall have taken any action, by judicial proceedings or otherwise, pursuant to its duties under the
Indenture, whether upon its own discretion or upon the request of the Owners of a majority in principal amount
of the Bonds then Outstanding, it shall have full power, in the exercise of its discretion for the best interests of
the Owners of the Bonds, with respect to the continuance, discontinuance, withdrawal, compromise, settlement
or other disposal of such action; provided, however, that the Trustee shall not, unless there no longer continues
an Event of Default, discontinue, withdraw, compromise or settle, or otherwise dispose of any litigation pending
at law or in equity, if at the time there has been filed with it a written request signed by the Owners of a majonity
in principal amount of the Outstanding Bonds under the Indenture opposing such discontinuance, withdrawa!,
compromise, settlement or other disposal of such litigation.

Limitation on Bondowners’ Right to Sue. No Owner of any Bond issued under the Indenture shall have the
right to institute any suit, action or proceeding at law or in equity, for any remedy under or upon the Indenture,
uniess (a) such Owner shall have previously given to the Trustee written notice of the occurrence of an Event of
Default; (b) the Owners of a majority in aggregate principal amount of all the Bonds then Outstanding shall have
made written request upon the Trustee to exercise the powers hereinbefore granted or to institute such action,
suit or proceeding in its own name; {(c} said Owners shall have tendered to the Trustee indemnity acceptable to
the Trustee, against the costs, expenses and labilities to be incurred in compliance with such request; and {d) the
Trustee shall have refused or omitted to comply with such request for a period of thirty (30) days after such
written request shall have been received by, and said tender of indemmnity shall have been made to, the Trustee.

D-25



Such notification, request, tender of indemnity and refusal or omission are hereby declared, in every
case, to be conditions precedent to the exercise by any Owner of Bonds of any remedy under the Indenture, it
being understood and intended that no one or more Owners of Bonds shall have any right in any manner
whatever by his or their action to enforce any right under the Indenture, except in the manner in the Indenture
provided, and that all proceedings at law or in equity to enforce any provision of the Indenture shall be
instituted, had and maintained m the manner in the Indenture provided and for the equal benefit of all Owners of
the Cutstanding Bonds.

The right of any Owner of any Bond to receive payment of the principal of {(and premium, if any) and
interest on such Bond as in the Indenture provided or to institute suit for the enforcement of any such payment,
shall not be impaired or affected without the written consent of such Owner, notwithstanding the foregoing
provisions of the Indenture or any other provision of the Indenture.

Non-waiver. Nothing in the Indenture or in any other provision of the Indenture or in the Bonds, shall affect or
impair the obligation of the Agency, which is absolute and unconditional, to pay from the Tax Revenues and
other amounts pledged under the Indenture, the principal of and interest and premium (if any) on the Bonds to
the respective Owners of the Bonds on the respective Interest Payment Dates, as in the Indenture provided, or
affect or impair the right of action, which is also abselute and unconditional, of the Owners to institute suit to
enforce such payment by virtue of the contract embodied in the Bonds.

A waiver of any default by any Bondowner shall not affect any subsequent default or impair any rights
or remedies on the subsequent default. No delay or omission of any Owner of any of the Bonds to exercise any
right or power accruing upon any default shall impair any such right or power or shall be construed to be a
wailver of apy such default or an acquiescence thereimn, and every power and remedy conferred upon the
Bondowners by the Law or by the Indenture may be enforced and exercised from time to time and as often as
shall be deemed expedient by the Owners of the Bonds.

If a suit, action or proceeding to enforce any right or exercise any remedy shali be abandoned or
determined adversely to the Bondowners, the Agency and the Bondowners shall be restored to their former
positions, rights and remedies as if such suit, action or proceeding had not been brought or taken.

Actions by Trustee as Attorney in Fact. Any suit, action or proceeding which any Owner of Bonds shall have
the right to bring to enforce any right or remedy under the Indenture may be brought by the Trustee for the equal
benefit and protection of all Owners of Bonds similarly situated and the Trostee is hereby appointed (and the
successive respective Owners of the Bonds issued under the Indenture, by taking and holding the same, shall be
conclusively deemed so to have appoinied it} the true and lawful atfomey in fact of the respective Owners of the
Bonds for the purpose of bringing any such suit, action or proceeding and to do and perform any and all acts and
things for and on behalf of the respective Owners of the Bonds as a class or classes, as may be necessary or
advisable in the opinion of the Trustee as such attorney in fact; provided, however, the Trustee shall have no
obligation to exercise any rights or remedies under the Indenture unless it has been indemmified to its
satisfaction by the Owners from any liability or expense, including attorneys” fees. AH rights of action under the
Indenture or the Bonds or otherwise may be prosecuted and enforced by the Trustee without the possession of
any of the Bonds or the production thereof in any proceeding relating thereto, and any such suit, action or
proceeding instituted by the Trustee shall be brought in the name of the Trustee for the benefit and protection of
the Owners of such Bonds, subject to the provisions of the Indenture.

Remedies Not Exclusive. No remedy in the Indenture conferred upon or reserved to the Owners of Bonds is
intended to be exclusive of any other remedy. Every such remedy shall be cumulative and shall be in addition to
every other remedy given under the Indenture or now or hereafter existing, at law or in equity or by statute or
otherwise, and may be exercised without exhausting and without regard to any other remedy conferred by the
Law or any other law,

Discharge of Indenture. If the Agency shall pay and discharge the entire indebtedness on all Bonds Quitstanding
in any one or more of the following ways:
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(D by well and truly paying or causing to be paid the principal of and interest on all Bonds
Outstanding, as and when the same become due and payable;

() by irrevocably depositing with the Trustee, in trust, at or before maturity money which, together
with the amounts then on deposit in the funds and accounts established pursuant to the Indenture is fully
- sufficient to pay all Bonds Outstanding, including ail principal, interest and redemption premiums; or

(3} by irrevocably depositing with the Trustee, in trust, nonredeemable Defeasance Securities in
such amount as an Independent Financial Consultant shall certify to the Trustee, based upon a certificate of an
Independent Certified Public Accountant, will together with the interest to accrue thereon and moneys then on
deposit in the funds and accounts established pursuant to the Indenture, be fully sufficient to pay and discharge
the indebtedness on all Bonds (including all principal, interest and redemption premiums) at or before their
respective maturity dates; and if such Bonds are to be redeemed prior to the maturity thereof notice of such
redemption shall have been given as in the Indenture provided or provision satisfactory to the Trustee shal! have
heen made for the giving of such notice,

then notwithstanding that any Bonds shall not have been surrendered for payment, the pledge of the Tax
Revenues and other funds provided for in the Indenture and all other obligations of the Agency under the
Indenture with respect to all Bonds Qutstanding shall cease and terminate, except only the obligation of the
Agency to pay or cause fo be paid to the Owners of the Bonds not so surrendered and paid all sums due thereon,
and thereafter Tax Revenues shall not be payable to the Trustee. Notice of such election shall be filed with the
Trustee.

If, subject to above conditions, the Agency shall pay or cause to be paid or make provision for the
payment to the Owners of less than all of the Outstanding Bonds the principal of and premium, if any, and
interest on such Bonds which is and shall thereafter become due and payable upon such Bonds in accordance
with the provisions of clauses (1), (2) and (3) above, such Bonds, or portions thereof, shall cease to be entifled to
any lien, benefit or security under the Indenture.

Any funds thereafter held by the Trustee which are not required for said purpose or for any remaining
fees or expenses of the Trustee shall be paid over to the Agency.
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APPENDIX E

FORM OF BOND COUNSEL OPINION

, 2010

Redevelopment Agency of the
City of San Diego
San Diego, California

Redevelopment Agency of the City of San Diego
Naval Training Center Redevelopment Project
Tax Allocation Bonds, 2010 Series A
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 Naval Training Center Redevelopment Project Tax Allocation
Bonds, 2010 Series A (the “2010 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 Trust Indenture, dated as of August 1, 2010, by and between the Agency and
U.8. Bank National Association, as trustee (the “Trustee™), (the “Indenture™). Capitalized terms not otherwise
defined herein shall have the meanings ascribed thereto in the Indenture.

In such connection, we have reviewed the Indenture, 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 Indenture, the Tax
Certificate and other relevant documents may be changed and certain actions (including, without limitation, the
defeasance of the 2010 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 2010 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 2010 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 againsf, 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, referred to in the second paragraph hereof. Furthermore,
we have assumed compliance with all covenants and agreements contained in the Indenture and the Tax
Certificate 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 2010 Bonds to be included in gross
income for federal income tax purposes. We call attention to the fact that the rights and obligations under the
2010 Bonds, the Indenture and the Tax Certificate 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
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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 2010 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:

l. The 2010 Bonds constitute valid and binding limited obligations of the Agency.

2. The Indenture has been duly executed and delivered by, and constitutes the valid and binding
obligation of, the Agency. The Indenture creates a valid pledge, to secure the payment of the principal of and
interest on the 2010 Bonds, of the Tax Revenues and any other amounts (including proceeds of the sale of the
2010 Bonds) held by the Trustee in any fund or account established pursuant to the Indenture, except the Rebate
Fund, subject to the provisions of the Indenture permitting the application thereof for the purposes and on the
terms and conditions set forth in the Indenture.

3. The 2010 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 2010
Bonds. The 2010 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 2010 Bonds is excluded from 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 2010 Bonds is not a specific preference item for purposes of the federal individual or
corporate alternative minimum taxes.

5. The different between the issue price of a 2010 Bond (the first price at which a substantial
amount of the 2010 Bonds of a maturity are to be sold to the public) and the stated redemption price at maturity
with respect to such 2010 Bond constitutes original issue discount. Original issue discount accrues under a
constant yield method, and original issue discount will accrue fo 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 2010 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 of the 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 2010 Bond (generally the purchase price) exceeds the amount payable on maturity (or on an
earlier call date) constitutes amortizable 2010 Bond premium which must be amortized under Section 171 of the
Code; such amortizable 2010 Bond premium reduces the Bondowner’s basis in the applicable 2010 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 2010 Bond premium may result in a Bondowner realizing a taxable
gain when a 2010 Bond is sold by the owner for an amount equal to or Iess {under certain circumstances) than
the original cost of the 2010 Bond to the owner.

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 2010 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 2010 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
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2010 Bonds to be included in gross income for federal income tax purposes retroactive to the date of issuance of
the 2010 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 2010 Bonds.

Very truly yours,
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APPENDIX F
FORM OF CONTINUING DISCLOSURE CERTIFICATE

REDEVELOPMENT AGENCY OF
THE CITY OF SAN DIEGO :
NAVAL TRAINING CENTER REDEVELOPMENT PROJECT
TAX ALLOCATION BONDS, 2010 SERIES A

This Continuing Disclosure Certificate, dated as of . 2010 (this “Disclosure Certificate™) 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 Naval
Training Center Redevelopment Project Tax Allocation Bonds, 2010 Series A {the “Bonds™). The Bonds are
being issued pursuant to an Indenture of Trust, dated as of August 1, 2010 (the “Indenture™), between the
Agency and U.S. Bank National Association, as Trustee, In conmection therewith, the Agency covenants and
agrees as follows:

Section 1. Purpose 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
agsist the Participating Underwriters in complying with the Rule (as defined herein).

Section 2. Definitions. In addition to the definitions set forth in the Indenture, which apply to any
capitalized term used in this Disciosure Certificate unless otherwise defined in this Section, 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 writien acceptance of such designation.

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

“National Repository” shall mean the Municipal Securities Rulemaking Board’s Electronic
Municipal Market Access {EMMA) system, and any other Nationally Recognized Municipal Securities
Information 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
finfo/municipal/srmsir.hem,

“Official Statement” means the Official Statement, dated . 2010, 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” shali mean the National Repository and each State Repository, if any.

“Rule” shall mean Rule 15¢2-12(bX35) adopted by the Securities and Exchange Commission
under the Securities Exchange Act of 1934, as the same may be amended from time to time.

“State Repository” shall mean any public or private repository or entity designated by the State

of California as a state repository for the purpose of the Rule and recognized as such by the Securities
and Exchange Commuission. As of the date of this Disclosure Certificate, there is no State Repository.
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Section 3. Provision of Anmaal 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 June 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 be submitted as a single document or as separate documents comprising a package, and may
include by reference other information as provided in Section 4 of this Disclosure Certificate; provided that the
audited financial statements of the 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 Annual Report furnished to the
Disseminaiion Agent to the effect that such Annual Report constitutes the Annual Report required to be
furnished by it hereunder. The Dissemination Agent may conchusively rely upon such certification of the
Agency and shall have no duty or obligation {o 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 Securitics Rulemaking Board and any
appropriate State Repository.

{c) The Dissernination Agent shall:

(1) 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 shali 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 Report is required to be filed pursuant to Section 3(a), the Annual
Report shall contain unauditéd financial statements in a format similar to the financiai statements
contained in the final Official Statement, and the audited financial statements shall be filed in the same
manner as the Annual Report when they become available.

(b) 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 (o the
extent not included in the Agency’s audited financial statements): (1) assessed values of the Project
Areas; (ii) list of top ten largest local secured property taxpayers within the Project Areas; (iii)
calculation of the debl service coverage ratio for such Fiscal Year, including any Pariiy Bonds,
cafculated in the same manner as provided in the Official Statement under the Section entitled “THE
PROJECT AREA - Projection 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 lsted above may be included by specific reference to other documents, including
official statements of debt issues of the Agency 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 availablie from the Repesitories. The Agency shall clearly identify each such other
document so incladed by reference.
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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:

(N 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 Substitation 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.

(% Defeasances.

(10)  Release, substitution, or sale of property 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 determine if such event would be material under applicable Federal securities law.

(c) If the Agency determines that knowledge of the occurrence of a 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 occurrence of a 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 ali 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 termination 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 fo 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. The
initial Dissemination Agent shall be the Agency. The Dissemination Agent, if other than the Agency, may resign
as Dissemination Agent by providing thirty davs 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 responsibie 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 hereender 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, permission shall be deemed to have
been granted by the SEC staff if and 10 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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information to the National Repository and State Repository will be treated for purposes of the Rule as if such
information were transmitted directly to the National Repository and State Repository.

Section 8. Amendment; Waiver, Notwithstanding any other provision of this Diseclosure
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 the 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;

() the undertakings herein, as proposed to be amended or waived, would, in the opinion of
nationally recognized bond counsel, have complied with the requirements of the Rule at the time of the
primary offering of the Bonds, after taking into account any amendments or interpretations of the Rule,
as well as any change in circomstances; and

() 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 (i)
does not, in the opinion of nationally recognized bond counsel, materially impair the interests of the
holders or beneficial owners of the Bonds.

If the annual financial information or operating data to be provided in the Annual Report is amended
pursuant to the provisions hereof, the first annual financial information filed pursuant hereto containing the
amended operating data or financial information shall explain, in narrative form, the reasons for the amendment
and the impact of the change in the fype of operating data or financial information being provided.

If an amendment is made to the undertaking specifying the accounting principies to be followed in
preparing financial statements, the annual financial information for the year in which the change is made shall
present a comparison between the financial statements or information prepared on the basis of the new
accounting principles and those prepared on the basis of the former accounting principles. The comparison shall
include a qualitative discussion of the differences in the accounting principles and the impact of the change in
the accounting principles on the presentation of the financial information, in order to provide information to
investors to enable them to evaluate the ability of the 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 information, using the means of dissemination set forth in this
Disclosure Certificate or any other means of communication, or including any other information in any Annual
Report or notice of occurrence of a Listed Event, in addition to that which is required by this Disclosure
Certificate. If the Agency chooses to include any information in any Annual Report or notice of occurrence of a
Listed Event in addition to that which is specifically required by this Disclosure Certificate, the Agency shall
have no obligation under this Disclosure Certificate to update such information or include it in any future
Annual Report or notice of occurrence of a Listed Event,

Section 10. Default. In the event of a failure of the Agency {0 comply with any provision of this
Disclosure Certificate, any Participating Underwriter or any holder or beneficial owner of the Bonds may take
such actions as may be necessary and appropriate, including seeking mandate or specific performance by court
order, to cause the Agency to comply with its obligations under this Disclosure Certificate. A default under this
Disclosure Certificate shall not be deemed an Event of Default under the 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 performance.



Section 11. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and the Agency
agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and agents, harmless
against any loss, expense and labilities which it may incur arising out of or in the exercise or performance of its
powers and duties hereunder, including the costs and expenses (inciuding attorneys fees) of defending against
any claim of Hability, 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
¢xpenses, 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 imure solely to the benefit of the
Agency, the Dissemination Agent, the Participating Underwriters and holders and beneficial owners from time
to time of the Bonds, and shall create no rights in any other person or entity.

REDEVELOPMENT AGENCY OF THE
CITY OF SAN DIEGO

By:
Its:
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APPENDIX G
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 PARTICIPANTS
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. (DTC’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.8. equity issues, corporate and municipal debt issues, and money market instruments from over 85
countries that DTC’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 of DTCC), 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 ciearing corporations that clear through or maintain a custodial
relationship with a Direct Participant, either directly or indirectly (“Indirect Participants™). DTC has Standard &
Poor’s highest rating: AAA. The DTC Rules applicable to its Participants are on file with the Securities and
Exchange Commission. More information about DTC can be found at www.dtce.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 Participants” records.
Beneficial Owners will not receive written confirmation from DTC of their purchase. Beneficial Owners are,
however, expected to receive written confirmations 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 he accomplished by entries 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 Securities 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 may or 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 fo 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 fo determine by lot the amount of the interest of each Direct Participant 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 Participants 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 corresponding detail
information 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 Participants 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,” and 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 fo time. Payment of redemption proceeds, distributions, and
dividend 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
PHrect Participants will be the responsibility of DTC, and disbursement of such pavments fo the Beneficial
Owners witl be the responsibility of Direct and Indirect Participants.

NEITHER THE AGENCY NOR THE TRUSTEE WILL HAVE ANY RESPONSIBILITY OR
OBLIGATION TO DTC PARTICIPANTS, INDIRECT 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
tme by giving reasonabie 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.



