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In the opinion ofBest Best & Krieger LLP, Bond Counsel to the Agency, based upon an analysis ofexisting laws, regulations, rulings and
court decisions, and assuming, among other matters, the accuracy ofcertain representations and compliance with certain covenants, interest on the
2()J() Bonds is excluded fi-om gross income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986 and is exempt
from State of California personal Income raxes. In the further opinion ofBond Counsel, interest on the 2010 Bonds is not a specific preference item
for purposes of the federal individual or corporate alternative minimum taxes. Bond Counsel expresses no opinion regarding any other tax
consequences related to the ownership or disposition of, or the accrual or receipt ofinterest on, the 2010 Bonds.

NEW ISSUE - Book-Entry Only RATINGS: Standard & Poor's:
Moody's: __

(See "RATINGS")

IINSURANCE LANGUAGE AND LOGOI

* Preliminary, subject to change.

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 Doht".
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Naval Training Center Redevelopment Project

Tax Allocation Bonds
2010 Series A

Due: September 1, as shown belowDated: Date of Delivery

Redemption. The 2010 Bonds are subject to optional redemption and mandatory sinking fund redemption prior to maturity. See
"THE 2010 BONDS - Redemption."

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

TIle Redevelopment Agency of the City of San Diego (the "Agency") is issuing the Naval Training Center Redevelopment Project
Tax Allocation Bonds, 2010 Series A (the "2010 Bonds").

Authority for 15suance. 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 U.S. Bank National Association, as trustee (the "Trustee"), and a resolution of the Agency
adopted on 1,2010. The 2010 Bonds will be sold by the Agency to the Public Facilities Financing Authority of the City of
San Diego (the "Authority") for concurrent resale to the Underwriters.

Bond Terms,' Book-Entry Only. The 2010 Bonds will be issued and delivered as funy registered bonds without coupons, and
when delivered, will be registered in the name of Cede & Co., as nominee of the Depository Trust Company, New York, New York
("DTC"). Payment of principal of and interest on the 2010 Bonds will be paid by the Trustee to DTC, which will in 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 1 and September 1, commencing
March 1,2011.

Use ofProceeds. The proceeds of the 2010 Bonds will be used to (i) repay a certain bank line of credit of the Agency; (ii) finance
a portion of the costs of redevelopment activities within the Naval Training Center Redevelopment Project; (iii) provide for a reserve fund;
and (iv) pay the costs of issuing the 2010 Bonds. See "FINANC1NG PLAN."

SecuJ'ity 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 into its Low and Moderate 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 liable for, the principal of,
premium Of any) or interest on the 2010 Bonds. See "SECURITY FOR THE 2010 BONDS."
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MATURITY SCHEDULE
(see inside cover)

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

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

[De La Rosa & Co. Logo]
The date of this Official Statement is , 2010

[Piper Jaffray & Co. Logo]



MATURITY SCHEDULE*

(Base CUSIP:t )

$ Serial Bonds

Maturity Date
(September 1)

Principal
Amount

Interest
Rate CUSIPt

$ % Tenn Bond due September 1,20_, Price: _% CUSIP:t _

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 TIllS 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 authOlized.

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 whicb 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 tbis information is not guaranteed as to
accuracy or completeness.

Involvement of Underwriters. The Underwriters have submitted the following statement for
inclusion in this Official Statement: The Underwriters have reviewed the information in this Official
Statement in accordance with, and as a part of, its responsibility to investors under the Federal SecUlities
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 in this Official Statement are subject to the provisions of those documents and do not
purpOli to be complete statements of those documents.

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

Estimates and Projections. Certain statements included or incorporated by reference in this
Official Statement constitute "forward-looking statements" within the meaning of the United States Private
Securities Litigation Reform Act of 1995, Section 21E of the United States Securities Exchange Act of 1934,
as amended, and Section 27A of the United States Securities Act of 1933, as amended. Such statements are
generally identifiable by the 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 STATEMEl\'TS INVOLVE KNOWN AND UNKNOWN RISKS,
UNCERTAINTIES AND OTHER FACTORS WHICH MAY CAUSE ACTUAL RESULTS,
PERFORMANCE OR ACHIEVEMENTS DESCRIBED TO BE MATERIALLY DIFFERENT FROM
ANY FUTURE RESULTS, PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY
SUCH FORWARD-LOOKING STATEMENTS. THE AGENCY DOES NOT PLAN TO ISSUE ANY
UPDATES OR REVISIONS TO THOSE FORWARD-LOOKING STATEMEl\'TS IF OR WHEN ITS
EXPECTATIONS, OR EVENTS, CONDITIONS OR CIRCUMSTANCES ON WHICH SUCH
STATEMENTS ARE BASED OCCUR.
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OFFICIAL 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 issuancc 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 conCUlTent resale to the Underwriters named
on the cover page of this Official Statement.

Authority for Issuauce

The 2010 Bonds are being issued under the Community Redevelopment Law, constituting Part I 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 I, 2010, (the "Indenturc"),
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 20I0 Bonds.

To repay an outstanding bank line of eredit from San Diego National Bank for the Naval
Training Center Redevelopment Project.

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

Security for the 2010 Bouds

Security for the 2010 BOllds. The 2010 Bonds are limited obligations of the Agency seeured 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 iu the Agency's Low and Moderate
Income Housing Fund and excluding 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 pernlitted nnder the Indentnre 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 ofTax 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"). Subscquently, the taxing agencies receive the
taxes produced by the levy of the then-cnrrent tax rate upon the Base Year Valuation (except for any period
during which the taxable valuation drops below the Base Year Valuation).

Taxes collected upon any increase in taxable valuation over the Base Year Valuation are allocated to a
redevelopment agency and may be pledged by a redevelopment agency to the repayment of any indebtedness
incurred in financing or refinancing a redevelopment project. No less tll311 20% of taxes allocated to a
redevelopment agency (i.e, the Housing Set-Aside) must be set aside in a separate fund to develop and maintain
low- and moderate-income housing in the City. Redevelopment agencies themselves have no taxing power.

Tax Revenues which secnre 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 large to
serve a four year tern1. Eight council members are elected by districts, for four-year staggered tern1s. The
Council is presided by the Council President, who is selected by a majority vote of the Council. Under the
Strong-Mayor fOrn1 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, Persomlel, City Clerk, Independent Budget
Analyst (IBA), City Attorney, and City Auditor departments. Under this fonn of government, the City Council
is composed of eight members and is presided over by the Council President, who is selected by a majOlity vote
of the City Council. The Mayor presides over City Council in closed session meetings of the Council. The
Council retains its legislative authOlity; 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 tenn, 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 June 2010 ballot to allow voters to decide whether the
Strong-Mayor fonn of government should become pern1anent effective January I, 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 measnre, Proposition D, was approved by voters on June 8, 2010. For
certain inforn1ation 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 ofthe Agency. Project implementation and administration
for the Agency are provided by three separate and distinct organizations: Centre City Development Corporation,
Southeastern Economic Development Corporation and the Redevelopment Division of the City's City Planning
& Community Investment Depmtment. The Redevelopment Division perfonns geueral 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 San Ysidro.

The Authority. The Authority is a public agency duly organized and existing pursuant to a Second
Amended and Restated Joint Exercise of Powers Agreement, dated as of October 29, 2002 (the "Agreement"),
between the City and the Agency. The Agreement was entered into pursuant to the provisions of Articles I and
2 of Chapter 5 of Division 7 of Title I of the Govemment Code of the State of Califomia. The members of the
goveming Commission of the Authority consist of the City Treasurer, the Assistant Executive Director of the
Agency and three members of the public who are appointed by the Mayor and confirmed by the City Council
and the Agency. The Authority was created for the primary purpose of assisting in the financing of certain
public capital facilities improvements ofthe 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 unkuown risks, uncertainties and
other factors which may cause actual results, performance or achievements described to be materially different
from any future results, performance or achievements expressed or implied by snch forward-looking statements.
Although such expectations reflected in snch forward-looking statements are reasonable, there can be no
assurance that such expectations will prove to be correct in whole or in part. The Agency is not obligated to
issue any updates or revisions to the forward-looking statements if or when expectations, or events, conditions
or circumstances on which such statements are based do or do not occur.

Continuing Disclosure

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

2006 SEC Order and Related Matters

SEC Order. On November 14, 2006, the City entered into a cease-and-desist order (the "Order") with
the Securities and Exchange Commission (the "Commission") relating to violations of the antifraud provisions
of the federal securities laws in connection with the offer and sale of municipal securities in calendar years 2002
and 2003, and other related public financial disclosures conceming 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 Stanley 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.
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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 Almual 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 I, 2010. The City and the Agency are now current with respect to all financial reporting.

Definitions and Summaries

Definitions of certain tenns 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 2010 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 Tmstee.

Professionals Involved in the Financing.

David Taussig & Associates, Inc., Newport Beach, Calif011lia, is acting as fiscal consultant to the
Agency and has prepared an analysis of taxable values and tax increment revenue with respect to the Naval
Training Center Redevelopment Project. See APPENDIX A - "FISCAL CONSULTANT REPORT".

Kitahata & Company, San Francisco, Calif011lia, 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, Califomia, as bond counsel. Best Best & Krieger LLP is also acting as
disclosure counsel to the Agency. Nossaman LLP, Irvine, Calif011lia, is acting as underwriter's counsel to EJ.
De La Rosa & Co. and Piper Jaffray & Co. Certain matters will be passed upon for the Agency and the City by
the City Attomey. Payment of the fees and expenses of bond counsel, disclosure counsel, underwriter's counsel
and the underwriter is contingent upon issuance of the 2010 Bonds.

FINANCING PLAN

The Redevelopment Projects

The Agency expects to use certain proceeds of the 201 0 Bonds to finance the following redevelopment
activities ofbenefit to the Naval Training Center Redevelopment Project:

•

•

•

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

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

Design, construction, installation of public improvements within the Redevelopment Project
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The Bank Lines of Credit

The Agency will also use a portion of the proceeds of the 20 I0 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 July 26, 2007, as amended and extended in July,
20 I 0, and is in the following outstanding amount:

Project Area
Naval Training Center

Estimated Sources and Uses of Funds

Bank Line of Credit
$16,000,000

Amount Drawn
812,211,076

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 ofIssuance(1)
Deposit to Reserve Account
Pay to Bank to repay Line of Credit
Deposit to Redevelopment Fund

Total Uses

(1)
Includes Underwriter's discount, fees and expenses of bond counsel, disclosure counsel, trustee and escrow agent fees
and expenses, [insurance premium], costs of printing the preliminary and final official statement and rating agency
fees.

THE 2010 BONDS

Description

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

The 2010 Bonds will be issued 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 CDTC"), 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,
20 11 (each, an "Interest Payment Date").
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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 before the following
Interest Payment Date, in which event it shall bear interest from such Interest Payment Date, or unless it is
authenticated on or before February 15,2011 in which event it shall bear interest from their date of issuance. If
at the time of authentication interest is in default, the 2010 Bond shall bear interest from the Interest Payment
Date to or for which interest has been paid.

Redemption

Optional Redemption. 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 I, 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 I, 2020 at a 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 I, 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 Tellli Bond Due September 1,

Payment Date
(September ])

Payment Date
(September ])

2010 Term Bond Due September 1,

Amount

Amount

If some but not all of the 20I0 Bonds have been optionally redeemed, the total amount of all future
Sinking Account payments set forth above will be reduced by the combined principal amount of 2010 Bonds
optionally redeemed, to bc 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 201 0 Bonds so purchased shall be tendered to the Trustee for cancellation.
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Notice of Redemption

The Trustee, on behalf and at the expense of the Agency, will mail, not less than 30 nor more than 60
days prior to the redemption date by first class mail to each of the Owners designated for redemption at their
addresses appearing on the 2010 Bond registration books of the Trustee on the date such 20 10 Bonds are
selected for redemption.

Each notice of redemption must (a) state the redemption date; (b) state the redemption price; (c) state
thc place or places of redemption; (d) state the CUSIP numbers of the 2010 Bonds to be redeemed, the
individual number of each 20 I0 Bond to be redeemed or that all 20 I0 Bonds betwecn two stated numbers (both
inclusive) or that all of the 2010 Bonds are to be redeemed and, in the casc of2010 Bonds to be redeemed in
part only, the respective portions of the principal amount thereof to be redeemed; (e) state that on the
redemption date there will become due and payable on each 201 0 Bond the redemption price thereof and that
from and after such redemption date interest thereon shall cease to accrue; and (f) require that such 2010 Bonds
be then 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 Trustee will
not mail a redemption notice prior to the receipt of funds required for the redemption. Any notice of optional
redemption from the issuance of proceeds of refunding bonds shall state that such redemption is subject to the
receipt of proceeds for such refunding obligations. Any optional redemption notice sent by the Trustee prior to
the receipt of proceeds of refunding obligations may be rescinded if such refunding obligations are not issued
and proceeds thereof are not received by the Trustee, upon the mailing to the 20 I0 Bond Owners by the Trustee
of a written notice of such rescission, in which event the 20 I0 Bonds will not be redeemed and interest will
continue to accrue thereon.

Other Redemption Provisions

Partial Redemption. If only a portion of any 201 0 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 20I0 Bond or 20 I () 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 20I0 Bonds
designated for redemption shall beeome due and payable on the redemption date thereof at the place speeified in
the notice of redemption. Such 2010 Bonds shall be redeemed and paid at said redemption price, and no interest
will accrue on such 20 I0 Bonds called for redemption from and after the redemption date specified in 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 20 I0 Bonds payable at or prior to the redemption date will continue to be payable to
the respective Owners thereof, or their order, but without interest thereon.
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Debt Service Schedule

The following table sets forth annual debt service on the 201 0 Bonds.

Naval Traiuing Center Redevelopment Project
Tax Allocation Bonds 2010 Series A

Debt Service Schedule

Year Ending
(September 1) Principal

8
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SECURITY FOR THE 2010 BONDS

Security for the 2010 Bonds

Subject only to the payment and reimbursement of the fees, charges and expenses of the Trustee, as
provided in the Indenture, the 2010 Bonds (and any Parity Bonds) are secured by:

•

•

•

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

a pledge of all of the moneys in the 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 Alticle 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:

I. 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 upon the assessment roll lIsed 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 taxes 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 I, 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 interest on loans 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 Redevelopmcnt Law and Section 16 of Article XVI of the Constitution of the State and as
provided in the Redevelopment Plan, including all payments, subvcntions and reimbursements (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)
all amounts required to be paid to entities other than the Agency pursuant to statutory tax-sharing anangements
pursuant to Section 33607.5 of the Redevelopment Law.

Special Fund; Deposit of Tax Reveuues

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 be 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 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.

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 hlterest 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 lien 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 201 0 Bonds. However, in addition to the 2010 Bonds, the Indenture
authorizes the Agency to incur additional obligations payable from Tax Revenues equally and ratably with the
2010 Bonds CParity 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;

(b) The Agency shall deliver a certificate to the Trustee stating that Tax Revenues to be
allocated and paid to the Agency in each Fiscal Year during the tenn of the Parity Bonds, plus 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 limitations 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 p11ncipal 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 anyone time;

(d) The Supplemental Indenture authorizing the issuance of Parity Bonds shall provide that
(1) 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 plincipal of such Parity
Bonds shall be payable on September 1 in any year, as determined by the Agency, in which plincipal is
payable;
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(e) Money shall be deposited in the Reserve Account or in a subaccouut therein (or a
Qualified Reserve Accouut Credit Instrumeut 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 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 with respect to the issuance of Parity
Bonds, Outstanding Bonds and Parity Bonds shall not include a principal amount of such Parity Bonds,
detennined on such basis among maturities as the Agency may detennine, 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:

(l) Such proceeds shall be invested in Pennitted Investments, and an amount equal to 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 Trnstee a certification with respect to the matters set
forth in subsections (b), (c) 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 Pmity 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 detennined 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 mld authenticated and delivered by the Trustee, will be legally
valid and binding limited obligations of the Agency; and that the issuance of the Pmity 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
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 to any deposits of the
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Agency maintained with or held by snch holder. See APPENDIX D - "SUMMARY OF TRUST
INDENTURE".

"Annnal 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 Tenn 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 20 I0 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); (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 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 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 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 ilTevocable 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 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; (c) 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 to
the terms of such letter of credit or surety bond to draw thereunder an amount equal to any deficiencies which
may exist fi'om 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 Instrument 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 Redevelopmcnt 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 oftaxes produccd 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 revcnues
attributable to certain increases in tax rates occuning after January I, 1989 to be allocated to the entities on
whose behalf such increased tax rates are levied rather than to the applicable redevelopment agency, as would
have been the case under prior law. The measure applies to tax rates levied to pay principal of and interest on
general obligation bonds approved by the voters on or after January I, 1989. Assembly Bill 89 (Statutes of
1989, Chapter 250), which implements this Constitutional Amendment, became e!Iective on January I, 1990.
The projection of Tax Increment Revenues to be allocated to the Agency assumes a I% property tax rate as set
forth in "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"). Article XIIIA limits the amount of any ad valorem tax on real
property to I% of the full cash value thereof, except that additional ad valorem taxes may be levied to pay debt
service on indebtedness approved by the voters prior to October I, 1978 and (as a result of an amendmcnt to
Article XIIIA approved by Califomia 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
indebtedness. Aliicle XlllA defines full cash value to mean "the county assessor's valuation of real property as
shown on the] 975/76 tax bill under 'full cash value,' or thereafter, the appraised value of real property when
purchased, newly const11Jcted, or a change in ownership has occurred after the 1975 assessment." This full cash
value may be increased from year to year by the lesser of the inflationary rate and two percent.

Article XIIIA also permits the reduction of the "full cash value" base in the event of declining property
values caused by reduction in the consumer price index, damage, dest11Jction or other factors, to provide that
there would be no increase in the "full cash value" base in the event of reconst11Jction 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 taxcs. Any further reduction in the tax rate or the
implementation of any constitutional or legislative propeliy 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 cun'ent law, local agencies are no longer pennitted 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 fonnula apportions the tax roughly
in propOliion to the relative shares of taxes levied prior to 1978.

Increases of assessed valuation resulting Ii-om reappraisals of property due to new const11Jction, 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 pmi 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 rolls. 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 oftaxable value.

Appropriations Limitations - Gann Initiative

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

Effective November 30, 1980, the California Legislature added Section 33678 to the Redevelopment
Law which provides that the allocation of taxes to a redevelopment agency for the purpose of paying principal
of, or interest on, loans, advances, or indebtedness shall not be deemed the receipt by such agency of proceeds
of taxes levied by or on behalf of the agency within the meaning of Article XIIIB, 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 2l8-Voter Approval for Local
Govermnent Taxes-Limitation on Fees, Assessments, and Charges-Initiative Constitutional Amendment.
Proposition 218 added Articles XIIIC and XIIID to the California Constitution, imposing certain vote
requirements and other limitations on the imposition of new or increased taxes, assessments and property-related
fees and charges. Tax Revenues securing the Series 201 0 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 SB2l!, Chapter 741, Statutes 2001, effective January 1, 2002
("SB211 "). SB211 provides, among other things, that at anytime after January 1, 2002 the time limitation on
incurring indebtedness contained in a redevelopment plan adopted prior to January I, 1994 may be deleted by
ordinance of the legislative body. However, such deletion will trigger statutory tax sharing with those taxing
entities that do not have tax sharing, or pass-through, agreements. Tax sharing will be calculated based on the
increase in assessed valuation after the year in which the limitation would otherwise have become effective.

SB2ll also authorizes the amendment of a redevelopment plan adopted prior to January I, 1994, in
order to extend for not more than lO 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 reqnest the Attorney General to participate in the
proceedings to effect such extensions. It also would authorize the Attorney General to bling 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 tennination 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 hy 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) pursuant 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 tax 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 limitations have been reached. In general, the amounts 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 cun-cnt year
assessed valuation over the assessed valuation in the fiscal year that the limitation had been reacbed,
after the amount required to be deposited in the Low and Moderate Income Housing Fund has heen
deducted;

(b) in addition to amounts payable as described in (a) above, commencing in the ll'h fiscal
year after the limitation has been reached, an amount equal to 21 % of tax increment revenues generated
by the incremental increase of the cun-ent year assessed valuation over the assessed valuation in the
preceding (loth) 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; and

(c) in addition to amounts payable as described in (a) and (b) above, commencing in the
3l~' fiscal year after the limitation has been reached, an amount equal to 14% of tax increment revenues
generated by the incremental increase of the cun-ent year assessed valuation over the assessed valuation
in the preceding (30th) fiscal year that the limitation had been reached, after the amount required to be
deposited in the Low and Moderate hlcome 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 to be deposited in the Low and Moderate Income Housing Fund has been
deducted.

(e) The Agency may subordinate the amount required to be paid to an affected taxing entity
to any indebtedness after receiving the consent ofthe 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 after the original limitations in the Redevelopment Plan were
passed unless otherwise terminated pursuant to the terms of the Tax Shming Agreement.

Tax increment revenue generated in 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 Statutes 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 Revenues 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 bndget for Fiscal Year 2008-09 that includes, among other
things, the provisions of a bill known as AB 1389. AB 1389 requires redevelopment agencies, under certain
circumstances, to submit reports to the office of the county auditor in the county in which they are located.
These reports are required to include calculations of the tax increment revenues that redevelopment agencies
have received and payments that redevelopment agencies have made pursuant to pass-through agreements with
taxing entities and statutory pass-through requirements. County auditors are required to review the reports and,
if they concur, issue a finding of concurrence. The State Controller is required to review such reports and
submit a report to the Legislative Analyst's office and the Department of Finance identifying redevelopment
agencies for which county auditors had not issued a finding of concurrence or are otherwise not in compliance
with provisions of AB 1389. AB 1389 includes penalties for any redevelopment agency listed on the most
recent State Controller's report, including a prohibition on issuing bonds or other obligations until the listed
agency is removed from the State Controller's report.

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 infornlation
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 values 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 redevclopment 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 fOffi1ed after the 1980/81 fiscal year and has therefore never received Special
Subventions from the State.

Property Tax Collection Procedures

Classifications. In California, property which is subject to ad valorem taxes is classified as "secured" or
"unsecured." Secured and unsecured property are entered on separate parts ofthe assessment roll maintained by
the county assessor. The secured classification includes property on which any property tax levied by the
County becomes a lien on that property sufficient, in the opinion of the connty assessor, to secure payment of
the taxes. EvelY 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 ou certain other property owned
by the taxpayer.

Collectiolls. 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: (I) a civil action against the taxpayer; (2) filing a certificate in the
office of the county clerk specifYing certain facts in order to obtain a judgment lien on certain property of tbe
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taxpayer; (3) filing a celiificate of delinquency for record in the county recorder's office, in order to obtain a lien
on certain property of the taxpayer; and (4) seizure and sale of the personal propeIiy, 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 to property on the secured roll. In addition, property on the secured roll on which taxes are
delinquent is declared in default on or about June 30 of the fiscal year. Such property may thereafter be
redeemed by payment of the delinquent taxes and a delinquency penalty, plus a redemption penalty of 1.5% per
month to the time of redemption and a $15 Redemption Fee. If taxes are unpaid for a period of five years or
more, the propeliy is recorded in a "Power to Sell" status and is subject to sale by the county tax collector. A
10% penalty also applies to the delinquent taxes on property on the unsecured roll, and 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 deternlined as of January I each year and equal installments of taxes levied
upon secured property became delinquent on the following December 10 and April 10. Taxes on unsecured
property are due January 1. Unsecured taxes emolled 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 eonstlUction. 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 to the extent that supplemental assessments as a result of new constlUction or changes of ownership
occur within the boundaries of redevelopment projects subsequent to the tax lien date. To the extent such
supplemental assessments occur within the Project Area, Tax Revenues may increase.

Property Tax Administrative Costs. In 1990, the Legislature enacted SB 2557 (Chapter 466, Statutes of
1990) which allows counties to charge for the cost of assessing, collecting and allocating property tax revenues
to local government jurisdictions on a prorated basis. It has been the practice of most 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 fiscal year 200911 0
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 tirst day of October of each year with the county auditor of a statement of indebtedness certified by the
chief fiscal officer ofthe 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 also provides that the county auditor is limited in payment of tax increment to the agency
to the amounts shown on the agency's statement of indebtedness less the "available revenues" as of the end of
the previous fiscal year. The section fmiher 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 detelmination by the Superior Comi 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 instlUment, or any expenditures pursuant thereto. An exception is
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made for payments to a publie 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 entitled to the
protection of that portion of the statute so that they cannot be disputed by the county auditor.

Low and Moderate Income Housing Fund

The Redevelopment Law requires that, except under certain circumstances, redevelopment agencies set
aside 20% of all gross tax increment revenues derived from redevelopment project areas into a low and
moderate income housing fund, to be used for the purpose of increasing, improving 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, further affecting Agency revenues or the
Agency's ability to expend revenues.

THE REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO

General

The Redevelopment Agency of the City of San Diego was created by the City Couneil 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 Califol11ia'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 enviromnent aud 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,
eucompass 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, Little Italy, Marina)
• Horton Plaza

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

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

Agency Administration

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

BOARD OF DIRECTORS

Member

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

Position

Chairperson
Chair Pro Tem
Board Member
Board Member
Board Member
Board Member
Board Member
Board Member

OFFICIALS

Term Expires

December 2010
December 201 0
December 2012
December 2012
December 20I0
December 2012
December 2010
December 2012

Jerry Sanders, Executive Director
Jan Goldsmith, Agency Counsel
William Anderson, Assistant Executive Director
Janice L. Weinrick, Deputy Executive Director
Gail R. Granewich, Treasurer
Elizabeth Maland, Secretmy
Mary Lewis, ChiefFinancial Officer, City ofSan 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 Committees 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 corporatc
staff, management team, and board per separate operating agreements by and between the Agency and the
corporations.

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

Statement of Indebtedness

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

Each statement of indebtedness is filed on a 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 (ii) the amount of "available revenue" as of the end of the previous fiscal year.

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

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

The statement of indebtedness constitutes prima facie evidence of the indebtedness of the Agency;
however, the County Auditor may dispute the statement of indebtedness in certain cases. Section 33675 of the
Redevelopment Law provides for cel1ain time limits controlling any dispute of the state of indebtedness, and
allows for Superior Court determination of such dispute if it cannot be resolved by the Agency and the County.
Any such action may only challenge the amount of the Debt as shown on the statement, and not the validity of
any debt or its related contract or expenditures. No challenge can be made to payments to a trustee in
connection with a bond issue or payments to a public agency in connection with payments by that public agency
with respect to a lease or bond issue.

The Agency's October 1,2009 Statement of Indebtedness included outstanding obligations sufficient to
collect all of the tax increment currently generated in the Redevelopmcnt Project Area for fiscal year 2009-10.
The Agency expects that its future Statements of Indebtedness will also include outstanding obligations
sufficient to collect all of the tax increment generated in the Redevelopment Project 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 ("SOIA"). 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 tor the elimination of blight through upgrading of infrastructure; new residential,
office and institutional construction; rehabilitation of historic buildings and renovation of educational buildings.

In 2000, the Redevelopment Agency entered into a Disposition and Development Agreement CODA")
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 until the
redevelopment is completed.

The Naval Training Center Redevelopment Project has been developed into a pedestrian-oriented,
mixed-use community with acreage devoted to residential, educational, and reereational uses including a 9-hole
golf course, office and commercial/retail space, hotels, and a Civic, Arts and Culture Center situated within 26
buildings in the Historic Core. The Naval Training Center Redevelopment Project is bifnrcated by a boat
channel connecting to San Diego Bay. On the east side of the boat channel nses include the Metropolitan
Wastewater DepaIiment'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 military 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, retail space, and the golf course. The buildings in the Civic, 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 and Cultural Center.

The boat channel 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 aI1Iendments to the
Redevelopment Plan.

NAVAL TRAINING CENTER REDEVELOPMENT PLAN
REDEVELOPMENT PLAN HISTORY

Original Adoption

Amendment 1

Ordinance No. Date

18405.N.S. May 13,1997

19513.N.S. July 18, 2006

Purpose

Establish Naval Training Center Redevelopment
Proj ect and adopt Plan

Extend the effectiveness of the Redevelopment
Plan aI1d the last date to receive tax increment
revennes by one year

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 California Legislature made significant changes in the Redevelopment Law by
the adoption of AB 1290, Chapter 942, statntes of 1993 CAB 1290"). 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 fmther required that any redevelopment plan that either did not contain the appropriate
limitation or that contained limitations 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 CSB 211 "). SB 211 provides, among other things, that the limitation on incurring indebtedness contained
in a 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 LIMITAnONS ON
RECEIPT OF TAX INCREMENT - SB 211."

SB 1045. The California Legislature enacted Senate Bill 1045, Chapter 260, Statutes 2003, effective
September I, 2003 ("SB 1045"). SB 1045 provides, among other things, that Redevelopment Plans may be
amended to add one year to the effectiveness of the Redevelopment Plans and one year to the period for
collection of tax increment revenues and the repayment of debt.

Pursuant to the authorization 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 chalt 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, CSB 1096"),
authorizing extension of the effectiveness of redevelopment plans for an additional two years for those
redevelopment plans with 20 years or less remaining. The Naval Training Center Redevelopment Plan has more
than 20 years remaining.

Provisions Relating to Cumulative Tax Increment Limits. To address the potential risk to the
Agency's ability to pay debt service on the 20 I0 Bonds associated with the cumulative tax increment applicable
to the Naval Training Center Redevelopmeut Project, the Agency has covenanted in the Indenture to annually
review the total a1110unt 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
Last Date to Incur Debt
Last Date to Repay Debt
Last Date to Receive Tax Increment
Limit on Outstanding Bonded Indebtedness
Limit on Receipt of Tax Increment
Limitation on Use of Eminent Domain

May 13, 2035
May 13, 2024
May 13, 2050
May 13, 2050

$56,000,000
$215,000,000
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, 201 0, 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 $7,100,000 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 Foundatiou 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 full with
concurrcnt 2010 Bond and the proposed 2010 housing tax allocation bonds.

CDBG Related Agency Debt to the City. In 200S, the Office of Inspector General (OIG) of the U.S.
Department of Housing and Urban Development (HUD) audited the City's Community Development Block
Grant (CDBG) program and issued an audit report to HUD which recommended that the City initiate repayment
plans for CDBG loans to the Agency. City and Agency staff worked with HUD representatives over the past
year to develop a plan to address the 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 also 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 tax 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 ofJune 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
($1,340,990 principal and $S04,739 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.S5 million for the rehabilitation of
six historic buildings in the NTC Civic, Arts and Cultural Center. Funds for the Rehabilitation Grant Agrecment
were provided by a $5.91 million Section lOS loan the City received from the U.S. Department of Housing and
Urban Development (HHUD") in 2004. Interest-only paymeuts on the loan are due each February 1; plincipal
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 $7.1S 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.

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 $S.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 Training 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(l) No. of Parcels(1) Assessed Value(2) Assessed Value

Residential Property
Single-Family Residential 349 $218.248.793 46.05%
Miscellaneous _1 0 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 -l 0 0.00%

Subtotal 54 $234,338,540 49.45%

Industrial Property
Factory/Manufacturing .-1 $ 4,639,853 0.98%

Subtotal 4 $ 4,639,853 0.98%
Institutional Property 11 5,471,700 1.15%
Recreational Property 3 11,214,486 2.37%
Miscellaneous Use __9 1 0.00%
Total 431 $473,913,373 100,00%

Source: Fiscal Consultant's Report, Appendix A.
(1) Includes parcels with a net assessed value equal to $0. Excludes parcels owned by public agencies based on final FY

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

The following table shows a six year history of assessed valuation m the Naval Training Center
Redevelopment Project which has a base year valuation of$O.OO.

TABLE 2
NAVAL TRAINING CENTER REDEVELOPMENT PROJECT

Historic Tax Increment Values

F'y 2004-2005 FY 2005-2006 FY 2006-2007 FY 2007-2008 FY 2008-2009 FY 2009-2010
Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value

Secured Values(1)(2)

Land SI03.538,887 SI81,535,185 S226,118,963 S220,996,992 S223,602,190 S215,734.612
Improvement 106,197,843 172,114.802 165,164,734 208,962,172 278,728,341 325,824,790
Personal Property ° 404,315 408.225 463,836 486.680 _129.8.348
Gross Value S209,736,730 S354,054,302 S391,691,922 S430,423,000 S502.817,21 I S544,857,750
Less Exemptions (IJ,3845401 06504.2271 (7,05U071 (5U 90,2931 (65,3 I95241 .J:W351.l77)
Total Secured SI96,352,190 S337,550,075 S384,640,815 S379,232,707 S437,497,687 S475,506,573

Unsecured Values(2)
Land 0 0 0 0 0 0
Improvement 0 12,832 293,173 1,598,922 7,911,209 6,225,385
Personal Property 540.989 2,213,218 6501.l06 43,098.283 24,148,630 . 24,365536
Gross Value 5 540,989 5 2,226,050 5 6,794,279 S 44,697,205 S 32,059,839 5 30,590,921
Less Exemptions 0 ..fLill,J.9.ill ~2Qi) (38,735,2061 (] 6,583.9961 (12,710,3491
Total Unsecured 5 540,989 5 510,860 S 3,636,014 5 5,961,999 5 15,475,843 5 17,880,572

Total Secured and Unsecured 5196,893,179 5338,060,935 5388,276,829 5385,194,706 5452,973,530 5493,387,145
Percentage Change in Total Value 95.24% 71.70% 14.85% ~O.79% 17.60% 8.92%

Base Year Value(J) 0 0 0 0 0 0

Incremental Value 5196,893,179 5338,060,935 S388,276,829 S385,194,706 S452,973,530 S493,387,145
Percentage Change in Incremental
Value 95.24% 71.70% 14.85% ~0.79% 17.60% 8.92%

Source: Fiscal Consultant's Report, Appendix A.
(1) Assessed values as of 1/1 of the initial year of each fiscal year (i.e. 1/1/09 for FY 2009-2010).
(2) Based on infomlation provided by the County of San Diego Auditor/Controller.
{3j Base value is $0.
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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(!)

Liberty Station HBG Hotel LP/City of San Diego Redevelopment Agency(3)(4)
McMillin-NTC Landing LLC/City of San Diego Redevelopmcnt Agency(3)(S)(6j

The Vans Companies Inc/City of San Diego Redevelopment Agency(3)(7)
McMiJlin-NTC LLC/City of San Diego Redevelopment Agency(J)(5)
McMillin NTC 902 LLC(5)
McMillin NTC 903/904 LLC(5

)

CDC Small Business Finance Corp
McMillin NTC 193 LLCICity of San Diego Redevelopment Agency(3)(5)
Building 907 LLC
McMillin NTC 901 LLC(5)
Grand Total

Secured Total Net Percent of Secured Percent of
Land Use No. of Parcels(l) Assessed Value{2} Total Net Value Incremental Valuc(2)

Hotel/Motel 2 $68.725.793 14.50% 13.93%
Store Building 7 20,159,140 4.25% 4.09%
Store Building I 18,666,000 3.94% 3.78%

Vacant Commercial/Store 10 18,246,719 3.85% 3.70%
Office Building I 16,109,800 3.40% 3.27%
Office Building 1 13,573,196 2.86% 2.75%
Office Building 1 10,428,980 2.20% 2.11%

Store Building 1 10,330,257 2.18% 2.09%
Office Building 1 9,975,224 2.10% 2.02%
Office Building --' 9829,189 2.07% ---.l29..1Q

N/A 26 $196,044,298 41.37% 39.73\'10

01

«(,1

1"

Source: Fiscal Consultant's RepOlt, Appendix A.
(1) Includes parcels with a net assessed value equal to $0. Excludes parcels owned by public agencies based on final FY 2009-2010 Asscssor's Roll.
(2) Based on final FY 2009-2010 Assessor's Roll.
(3) Based on ownership infonnation provided by the County of San Diego as of 1/1/09, parcels are leased from the City of San Diego Redevelopment Agcncy.
(4) As shown in the Appeals section, Libcrty Station HI-IG Hotel LP contests that the value of one of its two parcels should be reduced from the original value of $40,258,287 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 contested value as described in thc Appeals section. TIle reduced value is
not shown above, but has been reflected in the tax increment projections herein.
The propclties owned andlor leased by the various "McMillin" entities (including entities not shown above) account for a total net assessed value of$107,848,399 which is eqLial to 22.76% of the total net
assessed value and 21.86% of tIle total tax increment value.
As shown in the Appeal.<> section, McMillin-NTC Landing 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. T1Ie 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. TIle reduced value is
not shown above, but has been reflected in the tax increment projections herein.
As shown in the Appeals section, The Vans Companies Inc, contests that the value of its parcel should be reduced to $9300,000. 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 tate of 60% of the contested value as desclibed in the Appcals section. The reduced value is not shown above, but has been reflected in the tax
increment projections herein.
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Recent Activity

Shoreline Plaza - Completion of the rehabilitation of five buildings at the nOlth 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 Arts & Culture Center - Seven historic buildings in the Civic Arts & Culture Center have been
rehabilitated and leased primarily to non-profit arts and community serving "'TOUps. 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 additioual $4 million for historic rehabilitation.

Shoreline Improvements - In anticipation of the conveyance 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 Lcaschold MOltgages which require that all Pernlitted 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 teffi1S consistent with the modification. Without the Agency's approval of the proposed
modification and amendmcnt to the LTV teffi1S of the ground leases, there is the chance that McMillin will be in
default on the Marketplace loans unless McMillin and its lenders make alternative alTangements. There is not
cUlTently 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 cUlTently 9 appeal requests on record with the County for the Naval Training Center
Redevelopment Project, which along with resolved appeals not yet reflected on the assessment roll, 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
Traiuing Center Redevelopment Project. In addition to appeals, the State Board of Equalization has notified
assessors that the Consumer Price Index to be applied to the fiscal year 2010-2011 assessment roll is 0.997361,
representing a decrease of 0.237%. The chmi below summarizes tbe overall reduction in assessed value and its
impact in incremental value.

27



2009-10 AV. Reduction
2009-10 Incremental Value Reduction

Est. 2010-11 AV. Reduction
Est. 2010-11 Incremental Value Reduction

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

Source: Fiscal Consultant's Report, Appendix A.

Naval Training
Center

9%
9%

-2%
-2%

-1%
-1%

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 Redevelopment Project

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

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
I. Reported Assessed Value

Total Project Value(l) $100.846.542 $196.893.179 $338.060.935 $388,276,829 $385,194,706 $452,973,530
Less Base Value 0 0 0 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 1.11000% 1.01080% 1.01020% 1.00970% 1.00950% 1.00930%

n, Gross Tax Increment 1,119,397 1,990,196 3,415,092 3,920,431 3,888,541 4,571,862
Unitary Revenue 1 1 1 911 9,730 10,005
County Administrative Expenses 18,153) 08,762) (29,167) (31,615) (28,005) ----.C4L4111
Total Computed Levy S 1,111,245 $ 1,971,435 $ 3,385,926 $ 3,889,727 $ 3,870,265 $ 4,540,455

111. Total Receipts $ 1,465,190 $ 2,69S,1I9 $ 3,886,310 $ 4,100,768 $ 3,983,863 $ 4,S70,63S
Surplus (Shortfall) 353,945 726,684 500,384 211,041 113,598 330,IS3
% Difference of Computed Levy 131.85% 136.86% 114.78% 105.43% l02.94% 107.27%

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

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 tolal 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 properties had Notices of Default recorded with the County, 416 residenlial
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 unils 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 to reflect actual and
expected successful appeals in the Redevelopment Project.

2. Fiscal years 2010-2011 and 2011-2012 have 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
I% each year thereafter through 2018-2019, and an annual increase of2% 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.

29



TABLES
NAVAL TRAINING CENTER REDEVELOPMENT PROJECT

Projection of Tax Revennes

Fiscal Incremental Adjustments Housing Tax
Year Value Over Unitary to Gmss Increment Taxing Agencies 2010 Bonds

Endiuo Total Value Base of$O Revenue Revenue Revenue Pass Through Tax Revenues Debt Service Coverage
2009-10 $457,995,244 $457,995,244 $10,005 ($46,225) ($917,265) ($924,509) $2,744,551
2010-11 449,134,410 449,134,410 10,005 (44,913) (891,287) (898,269) 2,666,879
2011-12 444,792,60 I 444,792,601 10,005 (44,479) (882,690) (889,585) 2,641,176
2012-13 444,792,601 444,792,601 10,005 (44,479) (882,690) (889,585) 2,641,176
2013-14 449,090,992 449,090,992 10,005 (44,909) (891,201) (905,403) 2,659,401
2014-15 453,432,366 453,432,366 10,005 (45,343) (899,797) (921,380) 2,677,809
2015-16 457,817,155 457,817,155 10,005 (45,782) (908,479) (937,516) 2,696,400
2016-17 462,245,791 462,245,791 10,005 (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 10,005 (48,036) (953,118) (1,020,481) 2,791,990
2020-21 489,670,192 489,670,192 10,005 (48,967) (971,548) (1,054,735) 2,831,457
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 10,005 (50,885) (1,009,521) (1,125,312) 2,912,774
2023-24 518,726,649 518,726,649 10,005 (51,873) (1,029,OBO) (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
2025-26 539,079,083 539,079,083 10,005 (53,908) (1,069,378) (1,236,559) 3,040,951
2026-27 549,561,594 549,561,594 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 (57,116) (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
2030-31 593,630,491 593,630,491 10,005 (59,363) (1,177,389) (1,437,309) 3,272,249
2031-32 605,204,030 605,204,030 10,005 (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) (1,581,139) 3,408,942
2034-35 641,332,082 641,332,082 10,005 (64,133) (1,271,838) (1,640,092) 3,447,262
2035-36 653,859,653 653,859,653 10,005 (65,386) (1,296,643) (1,700,225) 3,486,348
2036-37 666,637,775 666,637,775 10,005 (66,664) (1,321,944) (1,761,560) 3,526,215
2037-38 679,671,460 679,671,460 10,005 (67,967) (1,347,750) (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
2039-40 706,526,064 706,526,064 10,005 (70,653) (1,400,923) (1,953,023) 3,650,667
2040-41 720,357,515 720,357,515 10,005 (72,036) (1,428,309) (2,019,414) 3,693,821
204J-42 734,465,594 734,465,594 10,005 (73,447) (1,456,243) (2,087,133) 3,737,838
2042-43 748,855,836 748,855,836 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) (2,371,826) 3,922,888
2046-47 809,352,988 809,352,988 10,005 (80,935) (1,604,520) (2,446,593) 3,971,487
2047-48 825,240,977 825,240,977 10,005 (82,524) (1,635,978) (2,522,855) 4,021 ,057

Source: Fiscal Consult,mt'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 importancc 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 201 0 Bonds. There can be no assurance that other risk factors will not become
material in the future.

General

Tax Increment Revenues allocated to the Agency by the County are determined in part by the amount
by which the assessed valuation of property in the 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 taxing power with respect to
property, nor does it have the authority to affect the rate at which property is taxed. Assessed valuation of
taxable property within the Naval Training Center Redevelopment Project may be reduced by economic factors
beyond the control of the Agency (see "Reduction to Assessed Value" below) or by substantial damage,
destruction or condemnation of such property. Further, assessed valuation can be reduced as a result of actions
of the California Legislature or electorate. Such a reduction of assessed valuations or tax rates could result in a
reduction of the Tax Revenues that secure the 20 I0 Bonds, which in tum 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 propeliy 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 XIIIA and Article XIIIB of the California Constitution, which significantly affected the
rate of property taxation and the expenditure of tax proceeds, were adopted pursuant to California's
constitutional initiative process. From time to time, other initiative measures could be adopted by California
voters. The adoption of any such initiative might place limitations on the ability of public entities to increase
revenues or to increase appropriations. For a further desCliption of Article XIIlA 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. ll

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

Reduction to Assessed Values

Appeals. There are two basic types of property tax assessment appeals provided for under California
law. The first type of appeal, commonly referred to as a base year assessment appeal, involves a dispute on the
valuation assigned by the assessor immediately subsequent to an instance of a change in ownership or
completion of new construction. If a property owner believes that the valuation detennined by the COlUlty
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 cmIDot increase in subsequent yem's more than two percent annually unless and until another
change in ownership and/or additioual new constructiou 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 current markct value. As market values increase, the
assessed property values will also increase up to the original assess value (plus the mmual 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 confirn1 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 cascs, a heming examiner) for a heating md
decision. The Appeals Board generally is required to deteffi1ine the outcome of appeals within two years of
each appeal's filing date. Any rednction 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 years as welL In
practice, such a reduced assessment may md 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 rcceived
based upon real property taxes levied on the ammal tax roll dnring the then current fiscal year. The County does
not reduce the Agency's rcccipts of such Tax Increment Revenues on account of amounts refunded to a taxpayer
as the result of a successful appeaL llstead, 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 cm be no assurance that such practice will not be discontinucd by the County in the future.

Further significant appeals 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 infoffi1ation 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- I0 assessment roll and pursuant to
Proposition 8, the County Assessor reduced the taxable value of 104,000 properties (primarily residential
properties) in the County. The total decrease in assessed valuation in the County due to Proposition 8 reductions
was $8.77 billion, or approximately 2.1% of the 2008-09 County assessed valuation. For the fiscal year 2010­
20 II roll, the County Assessor estimated a county-wide reduction in net assessed value of I% from the fiscal
year 2009-20 10 roiL 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 reductious are reviewed armually and may, as market conditions improve, restore
assessed values to their factored base year value. It is not known whether the County Assessor will continue to
grant Proposition 8 reductions to properties in the Naval Training Center Redevelopment Project.

Reduction in Inflationmy Rate. As described in greater detail herein, Artiele XIIIA of the California
Constitution provides that the full cash value basis of real property used in deteffi1ining 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 2010-1 I assessment roll is 0.99736, representing a
decrease of 0.237%. Properties whose 20 I0- I I 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 year valuation, which would then reflect all annual inflation adjustments
from the time the property was originally sold or constructed. The Fiscal Consultant has projected Tax
Revenues to be received by the Agency based, among other things, upon 0.237% decrease. Should the assessed
valuation of taxable property in the Naval Training Center Redevelopment Project decrease at the projected
annual rate in excess of 0.237%, the Agency's receipt of future Tax Revenues may be adversely affected.

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

Levy and Collection

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

Parity Debt

As described in "SECURITY FOR THE 2010 BONDS - 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 ofTax 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 redevelopmeut ageneies multiple times in an effort to assist the State in balancing its General Fund budget.
Each time the State reallocates property tax revenues from redevelopment agencies, it reduces the amount of
revenues that the Agency can use in the payment of debt service on the 2010 Bonds. F111ther, Proposition lA,
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 propelty 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 receut actions taken by the State Legislature which reallocated
property tax revenues from redevelopment agencies:

In connection with its approval of the budget for the State for the 1992-93, 1993-94, 1994-95,2002-03,
2003-04, and 2004-05 Fiscal Years, the State Legislature enacted legislation which, among other things,
reallocated funds from redevelopment agencies to school districts by shifting a pOltion 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 redevelopmcnt project areas on a collective basis, and
was not allocated separately to individual project areas. The Agency has made all previous ERAF payments as
required by applicable law.

The State budgets for 2005-06, 2006-07 and 2007-08 had no new ERAF payment requirements.
However, in cOlmeetion 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 ai., 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 ageneies in County ERAFs are inconsistent with various state and federal constitutional
provisions aud are therefore unlawful and unenforceahle. The lawsuit argued that the State raids of
redevelopment funds to balance the State budget are unconstitutional, violating Article XVI, Section 16 of the
California Constitution, which states that redevelopment funds can only be used to finance redevelopment
projects. The lawsuit contended that taking redevelopment funds to balance the State's budget does not qualify
as a constitutionally pernlitted use of tax increment. On April 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 comt stated that the
"distribution of contributions by RDAs to their county ERAFs ... can be expected to regularly result in the use
of RDA's tax increment revenues by schools and education programs unrelated to the RDA's redevelopment
projects" A judgment was signed by the Sacramento Superior Court on May 7, 2009, forbidding any of the
defendants from taking any actions to carry out or enforce any of the payment requirements in AB 1389. The
State appealed the decision; however, on September 23, 2009, the State filed a notice of abandonment of its
appeal with the Court, so that the Superior Court judgment became final aud no longer subject to appeal on that
date.

In connection with legislation related to the budget for the State for Fiscal Year 2009-10, on July 24,
2009 the State Legislature adopted AB 26, which was signed by the Governor and became law on July 28, 2009.
AB 26 requires a $1.7 billion one-year trausfer, in the aggregate, from redevelopment agencies to their
respective County Supplemental Educational Revenue Augmentation Fund ("SERAF") in 2009-10, plus another
$350 million aggregate transfer in 2010-11. A SERAF is similar to an ERAF, except that there is an additional
requirement for the SERAF (in response, in pmt, 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. m 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 ai., Case No. 34-2009-8000359 challenging the validity of AB 26.
On May 4,2010, a ruling was delivered denying relief to the petitioners aud denying 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 aud Moderate
mcome 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 mcome Housing Funds within such timeframe are required to increase
their contribution to such Funds by an additional five percent (5%) for each Ulill1et 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- I0 SERAF
payment from non-housing funds on May 10, 2010 and expects to fully fund the entire amount of its 2010-11
SERAF payment by the May 10,2011 deadline.

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

There can be no assurance that the State Legislature will not require similar or other diversion of tax
increment funds in future years to deal with its budget deficits, nor can there be any assurance that any
obligation to make any future payments from tax increment funds will be made subordinate to a pledge of taxes
to pay 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
an·angement), 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 distlicts 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 into this Official Statement, and the Agency makes no
representation whatsoever as to the accuracy or completeness of any of the infonnation on such websites.

Low and Moderate Income Housing Fund

The Redevelopment Law requires that, except under certain circumstances, redevelopment agencies set
aside 20% of all gross tax increment revenues derived from redevelopment 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 provisions of the Redevelopment Law
regarding the funding of low and moderate and income housing funds have been frequently amended since their
original adoption. In addition, the interpretations of these laws by the California Attorney General and agency
counsels 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 increment revenues from the Naval Training 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 FINAt\fCING AND LIMITATIONS ON
RECEIPT OF TAX INCREMENT~ Low and Moderate Income Housing Fund."

Investment Risk

All funds held under the Indenture are required to 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 SecUlities 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 retum 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 bankruptcy.
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Development and Economic Risks

Project development within the Naval Training Center Redevelopment Project may be subject to
unexpected delays, disruptions and changes. Real estate development operations may be adversely affected by
changes in general economic conditions, fluctuations in the real estate market and interest rates, unexpected
increases in development costs and by other similar factors. Further, real estate development operations within
the 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 halted, the cconomy of the Naval Training Center Redevelopment Project
could be affected, potentially causing a reduction of the Tax Revenues available to repay the Series 20 I0 Bonds.
111 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 ofproperty taxes, causing a delay or stoppage ofTax 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 estatc.
Although the Agency is not aware of any major property owners in the Naval Training Center Redevelopmcnt
Project that are in bankruptcy or threatening to declare bankruptcy, the Agency cannot prcdict 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 fault zone extends from La Jolla to San Diego Bay and is cousidered capable of producing a large,
damaging earthquake. Several active strands of the Rose Canyon fault have beeu discovered iu downtowu 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 ofthe City (Elsinore Fault). Historically, coastal San Diego
has experienced some earthquake 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 snbstantially 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 in a reduction of the Tax Revenues that secure the 2010 Bonds, which in tum
could impair the ability of the Agency to make payments of principal of and/or interest on the 2010 Bonds when
due.

Hazardous Suhstances

An additional envirolffi1ental 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 beueficial use of taxable property within
the Naval Traiuing Center Redevelopmeut Project. In general, the owners and operators of a propelty 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 Bouds

Tax-Exempt Status of Interest OIl 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 earnings on the 2010 Bond
proceeds be paid periodically to the United States and a requirement that the issuers file an infonnation 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 201 0 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 pmiicular issue,
secondary marketing practices in connection with a particular issue are suspended or ternlinated. Additionally,
prices of issues for which a market is being made will depend upon the then prevailing circumstances. Such
prices could be substantially different from the original purchase price.

CONTINUING DISCLOSURE

Pursuant to the Continuing Disclosure Certificate of the Agency (the "Disclosure Certificate"), the
Agency has agreed to provide, or cause to be provided, mlllually certain infonnation and notice of certain Listed
Events (as described in the Continuing Disclosure Certificate) to the Municipal Securities Rulemaking Board in
the manner prescribed by the Securities Exchange Commission (the "SEC"). The fonn of the Disclosure
Celiificate is attached hereto as APPENDIX F. The Agency's covenants in the Continuing Disclosure
Certificate have been made in order to assist the Underwriters in 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 tl,e 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 comply with its undertakings under the Rule.

The Agency has timely filed tl,e 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 infonnation concerning the City is included herein as Appendix B hereto. Such
infonnation is provided for informational purposes only. Neither the General Fund nor any other fund of the
City is liable for the payment of the 20 I0 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 LLP, Bond Counsel to
the Agency. A complete copy of the proposed form of Bond Connsel 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 ~U1d 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 California 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 Bonds (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 is excluded
from gross income for federal income tax purposes and State of California personal income taxes. For this
purpose, the issue price of a particular maturity of the 2010 Bonds is the first price at which a substantial amonnt
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 issue discount is added to the adjusted basis of such 2010
Bonds to determine taxable gain or loss upon disposition (including 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 ease of bonds, like the Premium Bonds, the interest on which is eXeluded 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 amOliizable bond premium in their paIiicular circumstances.

The Code imposes various restrictions, conditions and requirements relating to the eXelusion fj'OlTI 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
ineluded in gross income for federal income tax purposes, possibly from the date of original issuance 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 infOllli 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 201 0 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 tenns 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 accrual or receipt of interest on, the 2010 Bonds may otherwise affect a beneficial owner's
federal, state or local tax liability. The nature and extent of these other tax consequences depend upon the
particular tax status ofthe 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 cun'ent 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 certain matters not directly
addressed by such authorities, and represents Bond Counsel's judgment as to tbe 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
thereof or the enforcement thereof by the IRS. The Agency has covenanted, however, to comply with the
requirements of the Code,

Bond Counsel's engagement with respect to the 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 cOl1l1ection with an audit examination of tax-exempt bonds is difficult, obtaining an
independent review of IRS positions with which the Agency legitimately disagrees may not be practicable. Any
action of the IRS, inclnding but not limited to selection of the Bonds for audit, or the course or result of such
audit, or an andit 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,

LITIGATION

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) in
any way questioning the corporate existence of the Agency or the titles of the officers of the Agency to their
respective offices; (ii) affecting, contesting or seeking to prohibit, restrain or enjoin the issuance or delivery of
any of the 2010 Bonds, or the payment or 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 consummation of the transactions contemplated thereby, or contesting the exclusion of the interest on the
2010 Bonds from taxation or contesting the powers of the Agency and its authOlity 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 matcrial
adverse change relating to the Agency; or (iv) contesting the completeness or accuracy of this Official Statement
or any supplement or amendment hereto or asseliing that this Official Statement contained any untrue statement
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of a material fact or omitted to state any material fact requircd to be stated therein or necessary to make the
statements herein, in the light of the circumstances under which they were made, not misleading, and there is no
basis for any action, suit, proceeding, inquiry or investigation of the nature described in 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 hasic financial statements as of June 30, 2009 and for the year then ended, included in
APPENDIX C, have been audited by Macias Gini & O'Connell LLP as stated in its report appearing in
APPENDlXC.

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

RATINGS

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

There is no assurance that such rating will continue for any given period or that they will not be revised
downward or withdrawn entirely by S&P and Moodys, if in their 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 E.J. De La Rosa & Co. and Piper Jaffray & Co. (the
"Underwriters") pursuant to a bond purchase agreement. The Underwriters have entered into an agreement with
the Authority and the Agency whereby the Authority has agreed to purchase from the Agency and concurrently
resell the 2010 Bonds to the Underwriter the 2010 Bonds at a purchase price of $ , subject to
certain tenns and conditions to be fulfilled by the Agency and the City. The Underwriters have cetiified 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 JaffI'ay & Co., ("Piper") has entered into an agreement (the "Distribution Agreement") with
Advisors Asset Management, Inc. ("AAM") for the distribution of celiain 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.

MISCELLAL~EOUS

All of the preceding summaries of the 2010 Bonds, the Indenture, other applicable legislation,
agreements and other documents are made subject to the provisions of the 2010 Bonds and such documcnts,
respectively, and do not purport to be complete statements of any or all of such provisions. Reference is hereby
made to such documents on file with the Agency for fmiher 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 Offieial Statement by the Executive Direetor of the Ageney has been
duly authorized by the Ageney.

REDEVELOPMENT AGENCY OF THE CITY OF SAN
DIEGO

Jerry Sanders, Executive Direetor
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I. INTRODUCTION

The Redevelopment Agency of the City ofSan Diego (the "Agency") anticipates issuing two series
of Tax Allocation Bonds in the summer of201 0 to be secured by tax increment revenues from the
Naval Training Center Project Arca (the "Project Area") as explained in section I.C below. David
Taussig & Associates, Inc. ("DTA") has prepared this Fiscal Consultant Report (the "RepOli") to
project tax increment revenues generated by the increase in assessed value of real and personal
propeliy within the Project Area. In addition, the RepOli describes the methodology and assumptions
utilized in these projections, evaluating the historic and cUlTent taxable values, the projected values
ofnew construction, the effects ofpending assessment appeals, and the propeliy 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 Projcct 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 ofblight in the Project
Area by new construction, revitalization and upgrading ofresidential, commercial, office,
and pnblic propeliies 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 celiify to the Director of
Finance the date of the final day of the first fiscal year in which one hundred thousand
dollars ($100,000) or more ofthe 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 hom June 30, 2003. Pursuant to
subdivision (a)(2) of Section 33492.13 of the Health and Safety Code, the time limit on the
establishment of loans, advances, and honded 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 Codc, the time limit for the receipt of tax increment
revenues is forty-five (45) years from June 30, 2003. Please note that the Agency and the
City of San Diego adopted Ordinance 0-195 I3 iu July 2006 extending (i) the Plan
effectiveness deadline to 2035, (ii) repayment of indebtedness deadline to 2050, and (iii) tax
increment receipt deadline by an additional year.
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May 13,1997 [1] 46 Years [2] $21,494,864 [3] $56 Million
20 Years from County

Auditor Certification [4]
[1] The Project Area is a post AB 1290 project area as discussed in Section IILF below.
[2] The time limit for the repayment of indebtedness is also 46 years.
[3] Total receipts for Fiscal Year 2002-2003 through 2008-2009 as shown in Table 10.
[4] Time limits commence from the date the County Auditor certifies the final day of the first fiscal year in which 5100,000 in tax
increment is aid to the A'renc 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 COtVS Recruit Depot and San Diego Intemational AirpOti, on the south by
Harbor Drive and the San Diego Bay, and on the nOtih and west by Rosecrans Street and the
Loma Portal and Midway cOl1Ununities.

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 OppOliunity
Program to provide greater flexibility in financing affordable housing projects tln'oughout the
City of San Diego. In July 2007, the Agency approved four separate non~revolvinghousing
lines ofcredit with San Diego National Bank in an aggregate amount of$34 million secured
by the housing set-aside funds fi'om four project areas: City Heights ($11 million); Naval
Training Center ($7. I million); North Bay ($8.6 million); and NOIih Park ($7.3 million). Of
the $34 million, $29 million was allocated to the Affordable Housing OppOliunity Program,
including Naval Training Center's $7.1 million. The Affordable Housing OppOliunity
Program has provided approximately $26 million for affordable housing projects in the
North Park, San Ysidro, Banio Logan, Crossroads, and City Heights project areas.

Housing proceeds from the Series 201 aBonds 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. PROPOSED SERIES 2010 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 from the Project Area and
the City Heights, Crossroads, North Bay, NOIih 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 loan the City received from
the U.S. Depmiment ofHousing and Urban Development("HUD") in 2004. Annual
payments on the loan are made from Project Area tax increment revenues. The total
amount ofoutstanding loans is approximately $7. I8 million, ofwhich 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 yem' schedule of
repayment to the San Diego CDBG Program. A FeblUary 201 0 repmi to the
Agency Board and the City Council reconul1ended 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 recommended
that the terms of the proposed Repayment Agreement include the following
provisions, among others: 1) that all repayments made by the Agency
pursuant to the Repayment Agreement and all obligations and any
indebtedness 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, ofwhich approximately $149,000 is
principal. Loans from the City were provided in the years preceding and
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immediately following 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.

b. NON-CDBG DEBT

Non-CDBG debt includes loans from the City's sales tax, capital outlay,
TransNet (transportation), and general funds. The City utilized 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
principal. Loans from the City were provided in the years preceding and
immediately following 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 revenne or other sources not otherwise
needed to calTY 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 aCC11les 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") detennines 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 propeliy, and tbe 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 ofJuly ofcach Fiscal Year. At this time, the Auditor
Controller compiles the tax roll based on this infonnation. The Auditor Controller 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 APN s within the Project Area and
releasing a report each July showing the secured and unsecured values for the current and base year
as well as the incremental value for the entire Project Area.

Based on discussions with the County Auditor and County Assessor, there are discrepancies in the
total net assessed values provided by each agency due to procedural differences and timing of
obtaiuing the data. Please note that Table I is based on values provided by the County Auditor.
Since the County Assessor's secured 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 2009-20 I0
assessed values shown herein are dated as of January 1, 2009.

A. HISTORIC TAXABLE VALOES

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 year value for the Project Area is $0, and the total secured and unsecured
value for the Projeet Area has risen from $0 in Fiscal Year 200 1-2002 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 of349 new residential units, seven new office buildings totaling approximately
380,000 square feet, two hotels totaling 350 rooms, a 46-acre park and waterfl-ont 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, Alis and
Cultural Center.

In Fiscal Year 2009-201 0, 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 constlUction activity in the Project Area. Please refer to Section II.D.2 below
for more infol1nation regarding the changes in value for Fiscal Year 2009-10.
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TABLE 1
HISTORICAL TAX INCREMENT VALUES {1]

FY 2001·2002 FY 2002·2003 FY 2003·2004 FY 2004-2005 FY 2005·2006 FY 2006-2007 FY 2007-2008 FY 2008-2009 FY2009-2010

Taxable Value (3] Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value Taxable Value

Secured Values [2]

land '0 $11,090,000 $75,289,623 $103,538,887 5181,535.185 $226;118,963 $220,996,992 $223,602.190 $215,734,612
Improvement 0 0 25,076,273 106,197,843 172,114,802 165,164,734 208,962,172 278,728,341 325,824,790
Personal Property 0 0 0 0 404,315 408,225 463,836 486,680 3,298,348

Gross Value 0 11,090,000 100,365,896 209,736,730 354.054,302 391,691,922 430,423.000 502,817,211 544,857,750
less Exemptions 0 0 0 (13,384,540) (16,504,227) (7,051,107) (51,190,293) (65,319,S24) (69,351,177)

Total Secured 0 11,090,000 100,365,896 196,352,190 337,550,075 384,640,815 379,232,707 437,497,687 475,506,573

Unsecured Values [2J

Locd 0 0 0 0 0 0 0 0 0
Improvement 0 0 0 0 12,832 293,173 1,598,922 7,911,209 6,225,385
Personal Properly 0 8,158 480,646 540,989 2.213,218 6,501,106 43,098,283 24,148,630 24.365,536

Gross Value 0 8,158 480,646 540,989 2.226,050 6,794279 44,697,205 32;059,839 30,590,921
Less Exemptions 0 0 0 0 (1,715,190) (3,158;265) (38,735,206) (16,583,996) (12}10,349)

iotal Unsecured 0 8,158 480,646 540,989 510,860 3,636,014 5,961,999 15,475,843 17,880,572

Total Secured and Unsecured 0 11,098,158 100,846,542 196,893,179 338,060,935 388,276,829 385,194,706 452,973,530 493,387,145

Percentage Change in Total Value NfA NfA 808.68% 95.24% 71.70% 14.85% ..Q.79% 17.60% 8.92%

Base Year Value [4] 0 0 0 0 0 0 0 0 0

Incremental Value 0 11,098,158 100,846,542 196,893,179 338,060,935 388,276,829 385,194,706 452,973,530 493,387,145

Percentage Change in hcremenlalValue NfA NfA 808.68% 95,14% 71.70% 14,85% -0.79% 17,60% 8.92%

1" Assesse<l I<>hl"" as of 1/1 ofthe initial yea, afeach fiscal year (',e. 111/09 fur FY 2009"2010)

''I Ba$~d on infurm~Hon p,O'oided by the County of San DlejJo A",:litorIControlle, as indkat.m;n "Report Val FHe-04 PSWP70@".

1" No tax ;ncrement was collected d'iring FY 2001-2002,
,

''I Base Ir.2ltlle is SO.

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.
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B. VALUES BY LAND USE TYPE

The Project Area includes a combination ofland uses based on an analysis ofthe Fiscal Year
2009-2010 Assessor's roll. This allocation indicates that 46.05% of the Project Area
valuation is attributable to residcntialland uscs (all of which is single family residcntial),
49.45% of the value is attributable to commercial propeliy (of which 5.75% is retail and
26.31 % is office space), 0.98% is attributable to industrial propeliy, and 3.52% of the value
is attributable to institutional and recreational propcliy. The breakdown by land use type is
shown in Table 2.

TABLE 2
FY 2009-2010 ASSESSED VALUE BY LAND USE

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

Residential Property (land use codes 07 through 19)

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

Miscellaneous 1 0 $0 0,00%

Subtotal 350 349 $218,248,793 46,05% '

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 $0 0,00%

Subtotal 53 NA $234,338,540 49.45%

i Industrial Property (land use codes 40 through 49)

Factory/Manufacturing 4 NA $4,639,853 0.98%

Subtotal 4 NA $4,639,853 0.98%

Institutional Property (land use codes 70 through 79) 11 NA $5,471,700 1.15%

Recreational Property (land use codes 80 through 84) :j NA $11,214,486 2.37%

Miscellaneous Use (land use codes 85 through 89 and 00) 9 NA $1 0.00%

Total 430 349 $473,913,373 100.00%

[1] Includes parcels with a net assessed value equal to $0. Excludes parcels owned by public agencies based on final FY 2009-2010 Assesssor's Roll.

[2] BaseD on final FY 2009-2010 Assessor's Roil. 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. Thc
table shows the assessee name/owner, the land use of Assessor's Parcels under their
ownership, thc number of Assessor's Parcels under their ownership, the total net assessed
valuation under their ownership, the percentage of the total Project Area assessed valuc
represented by that owner's property, and the percentage of the total Project Area
incremental value represented by the applicable owner's property.
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As of May 10,2010, all top ten assessees are cnrrent in the payment of their property taxes.

Among the top ten assesses, Libeliy 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 01'60% of the contested value.
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TABLE 3

I
FY 2009~2010TOP TEN ASSESSEES

Secured Total Percent of

I No. of Net Assessed Percent of Secured Incremental
iOwner [1] Land Use Parcels [1] Value [2] Total Net Value Value [2]

ILiberty Station HHG Hotel LP/City of San Diego Redevelopment Agency [3.4] HotellMotel 2 $68,725,793 14.50% 13.93%
IMcMillin-NTC Landing LLC/City of San Diego Redevelopment Agency [3,5,6] Store Building 7 $20,159,140 4.25% 4.09%
IThe Vans Companies Inc/City of San Diego Redevelopment Agency [3,7] Store Building 1 $18,666,000 3.94% 3.78%
,McMiliin-NTC LLCfCity of San Diego Redevelopment Agency [3,5] Vacant Commercial/Store Building/Church 10 $18.246,719 3.85% 3-70%
iMcMillin NTC 902 LLC [5J Office Building 1 $16,109,800 3.40% 3.27%
IMCMiliin NTC 903/904 LLC [5] Office Building 1 $13,573,196 2.86% 2.75%
,CDC Small Business Finance Corp Office Building 1 $10,428,980 2.20% 2.11%
!McMillin NTC 193 LLC/City of San Diego Redevelopment Agency [3,5J Store Building 1 $10,330,257 2.18% 2.09%
IBuilding 907 LLC Office Building 1 $9,975,224 2.10% 2.02%
IMcMiUin NTC 901 LLC [5J Office Building 1 $9,829,189 2.07% 1.99%,
IGrand 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 [8]
TOTAL TAX INCREMENT VALUE: $493,387,145 [8]

PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 5 OWNERS 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 NETVALUE: 41.37%
PERCENTAGE OF SECURED ASSESSED VALUES FOR TOP 10 OWNERS TO TOTAL TAX INCREMENT VALUE: 39.73%

[1J Includes parcels with a net assessed value equal to $0. Excludes parcels owned by public agencies based on final FY 2009-2010 Assesssor's Roll.

[21 Based on final FY 2009-2010 Assessors Roll.

[31 Based on ownership information provided by the County of San Diego as of 1f1fOB, parcels are leased from the City of San Diego Redewlopment Agency.

[4J 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 $40,258,287 to $18,000,000. The appeal has not yet been resol'Rd by the
County, but DTA has assumed the appeal is resol.ed in fa\Qr of the applicant at a rate of 60% of the contested value as described in the Appeals seclion. The reduced value is not shown above, bLll has been reflected in the tax
increment projections herein

[5] The properties owned and/or leased by the various "McMillin" entities (including entities not shown aoo\'e) account for a total net assessed value of $107,848,399 which is equal to 22.76% of the
total net assessed value and 21.86% of the total tax increment value

[6J As shown in the Appeals section, McMiUin-NTC landing llC contests that the value of one of its se\en parcels should be reduced from the original value of $11,795,000 to $5,750,000. '!he appeal has not yet been resol\'ed by the
County, but DTA has assumed the appeal is resol\'ed in fa\Qr of the applicant at a rate of 60% of the contested value as described in the Appeals section, The reduced value is not sho""", above. but has been reflected in tile tax
increment projections herein

[7J 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 resolwd 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 value is not shown above, but has been reflected in the tax increment projections herein.

[8J The total net assessed value shown herein is based on the secured value only. The total tax incremental value is based on the total Secured and unsecured value.
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D. ASSESSMENT ApPEALS

1. INTRODUCTION

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

During a real estate market downturn, the market value of propeliy may fall below
the assessed value. Under State law, Proposition 8 allows property owners to apply
for a temporary reduction in assessed valuc 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 known as
an infonnal 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
const111ction, land use type, and recent comparable sales from the sUlTounding area.

A property owner may file multiple appeals for one parcel (for the same or different
fiscal year), resulting in a parcel having several appeals being reviewed by the
County Assessment Appeals Board at any time. Based on discussions with the
County Assessment Appeals Board, in cases where multiple appeals have been filed
on one parcel, typically one appeal will be resolved and subsequent appeals will not
result in fmiher 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 ofMarch 8, 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 year in which appeal was
received, land use, owner/applicant name, number of parcels being appealed by
owner/applicant, whether or not appeal is for Proposition 8, number of pending
appeals included in our analysis (when multiple appeals have been filed on one
parcel), the status of the appeal, the contested assessed value, the applicant's opinion
of value, the proposed changed value for pending appeals or board approved valuc
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 infom1al
applications, the County Assessor's office was proactive and, on its own,
reduced the assessed values for approximately 72,000 propeliies County­
wide. Less than 3,500 of the 104,000 total reductions were for non­
residential properties. When the County Assessor's office receives a large
number of requests from a specific area, such as a condominium complex or
subdivision of tract homes, the County Assessor may choose to review the
entire complex or the entire tract.

In addition to the 104,000 reductions discussed above, over 6,447 "formal"
assessment appeal applications were received for Fiscal Year 2009-2010
during the County's fOlmal 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 infol111al appeal process described
above.

For the Fiscal Year 201 0-2011 roll, the County Assessor estimated a County­
wide reduction in net assessed valuc of approximately 1.0% from the Fiscal
Year 2009-20 I0 roll. This reduction is based on economic factors such as
lower sales prices, reduced levels of new constlUction, Fiscal Year 2009­
20 I0 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 2010-20 II, based
on historical trends.

In order to estimate the magnitude of the Fiscal Year 20 I0-20 II 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 2009-20 IO. Based on discussions with the Agency, the Project
Area is anticipated to experience declines that are slightly higher than the
County-wide average duc to project specific factors. Therefore, we have
assumed a reduction in value of2% and I% for Fiscal Years 2010-20II and
2011-2012, respectively. The chart below sunu11arizes the reduction in
assessed values and its impact on incremental value.
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,Actual 2009-2010
Estimated 20 I0-20 II
Estimated 2011-2012

+9%
-2%
-1%

+9%
-2%
-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 detennine how tax refunds as a result ofappeals might reduce
the tax increment received by the Agency Ii'om the Project Area.

For purposes ofthis 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
ofvalue 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 II.D.2 above.
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4. FISCAL YEAR 2006-2007 ApPEALS

During Fiscal Year 2006-2007. a total of II appeals were filed in the Project Area as shown in Table 4. All!! 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.

TABLE 4
FY 2006-2007 ASSESSMENT APPEALS

Number of
Numberof Pending Appeals Applicants Percentage

Numberof PropS Included in Opinion of Resolved { ImpacWalue Change of
land UsefApplicant Name Appeals Appeals Analysis[2] Assessed Value Value Pending Value [1] Change Assessed Value

FY 2006-07 Appeals

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

Resolved Appeals
Non-Residential
CITY OF SAN DIEGO NTC 6(1 1 0 2375,000 442,885 435.000 (1,940,000) -81.68%
MCMILLlN~NTCLLC 10 2 $13,572,412 $7,920,000 $8,760,000 ($4812,412\ -35.46%
Subtotal Non-Residential 11 2 NA $15,947,412 $8,362,885 $9,195,000 ($6,752,412) -42.34%

Pending Appeals 0 0 0 '0 $0 $0 '0 0,00%
Resolved Appeals Prior to Final FY 2009-201 0 Assessor Roll 11 2 NA $15,947,412 $8,362,885 $9,195,000 ($6,752,412) -42.34%
Resolved Appeals After Final FY2009·2010 Assessor Roll 0 0 NA $0 '0 $0 $0 0.00%
Total FY2006·2007 Pending and Resolved Appeals 11 2 NA $15,947,412 $8,362,885 $9,195,000 ($6,752,412) -42.34%

[1 J For any appeals that have not been resolved at this time, DTA has assum~d tne appeal resulted in a reduction equal to the lesser of the applicant's opinion of value or a rate of 92% of the contested value for Residential parcels or a rate of 60% of the
contested value for NorrResidential parcels, Actual resolved appeals in the Project Are<l since FY Z006-2007 resulted in an average reduction of 9% and 42% lor Residential and Non-Residential parcels, respectively.
{2j There are currently no multiple appeals TIled on one parcel within the project area. For purposes of this analysis, if multiple appeals have been filed on one parcel, we have assumed only one appeal resulted in a reduction in value and subsequent pending
appeals will result in no 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.

TABLE 5
FY2007-2008 ASSESSMENT APPEALS

Number of
Number of Pending Appeals Applicants Percentage

Number of Prop 8 Included in Opinion of Resolved I ImpacWalue Change of
Land Use/Applicant Name Appeals Appeals Analysis[2j Assessed Value Value Pending Value [1] Change Assessed Value

Pending Appeals a 0 0 $0 '0 $0 $0 0.00%

ResolvedAppeals
Residential
INDNIDUAL HOMEOWNERS

o.
3 3 53,427,284 $2.517,~39 $3,166.539 ($26.°,715) -7.61%

Subtotal_ Residential 3 3 NA $3.427.284 52.517,539 --$3":'1'66,539 ($260,745) -7.61%

Pending Appeals 0 0 0 $0 '0 $0 $0 0.00%
Resolved Appeals Prior to Final FY 2009·2010 Assessor Roll 3 3 NA $3,427,284 $2,517,539 $3,166,539 ($260,745) -7.61%
Resolved Appeals After Final FY 2009·201 0 Assessor Roll 0 0 NA $0 $0 '0 $0 0.00%
Total FY 2007.2008 Pending and Resolved Appeals 3 3 NA 33,427,284 $2,517,539 $3,166.539 ($260,745) -7.61%

[1J For any appeals that have not been resolved at this time, DTA has assumed the appeal resulted in a reduction equal to the lesser of the applicant's opinion of value or a rate of 92% oflhe contested value for Residential parcels or a rate of 60% of the
contested vallie 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-Residential parcels, respectively.
[2J There are currently no mulliple appeals filed on one parcel within the project area. For purposes of this analysis, if mUltiple appeals have been filed on one parcel, we have assumed only one appeal resulled in a reduction in value and subsequent pending
appeals 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$II.602,446 were resolved with a total reduction in value of $1, III ,464 for Fiscal Year
2008-2009, a 9.58% decline.

TABLE 6
FY200B-2009 ASSESSMENT APPEALS

Numberof
Number of Pending Appeals Applicants Percentage

Number of Prop 8 Included in Opinion of Resolved I ImpactIValue Change of
Land Use/Applicant Name Appeals Appeals Analysis[2J Assessed Value Value Pending Value [1] Change Assessed Value

Pending Appeals ° 0 0 '0 $0 '0 $0 0.00%

ResolvedAppeals
Residential
INDNlDUAL HOMEOWNERS 13 13 $11,602,446 $9,080,820 $10,490,982 ($1,111,464) -9.58%
Sublotal- Residential 13 13 NA $11,602,446 $9,080,820 $10,490,982 ($1.111,464) 9.58%

Pending Appeals 0 0 0 '0 $0 $0 '0 0.00%
Resolved Appeals Priorto Final FY 2009-2010 Assessor Roll 13 13 NA $11,602,446 $9,080,820 $10,490.982 ($1,111,464) _9.58%
Resolved Appeals After Final FY 2009-2010 Assessor Roll 0 0 NA $0 $0 $0 $0 0.00%
Total FY 2008·2009 Pending and Resolved Appeals 13 13 NA $11,602,446 $9,080,820 $10,490,982 ($1,111,464) -9.58%

- - ~_._-----"

Grand Total- Pending"App~-~· $99,415,963 $55,772,890 $65,617,262 ($33,798,701) -34.00%
Grand Total- Resolved Appeals Prior to Final FY 2009-2010 Assessor Roll $24,396,742 $17,068,244 $18,762,521 1$5,634,221) -23.09%
Grand Total- Resolved Appeals After Final FY 2009·2010 Assessor Roll $0 $0 $0 $0 0.00%
GRAND TOTAl- Pending and Resolved Aopeals $123,812,705 $72,841,134 $84,379,783 ($39,432,922\ -31.85%

[1J For any appeals that have not been resolved at this time, DTA has assumed the appeal resulted in a reduction equal to the lesser of \he applicant's opinion of value or a rate of 92% oflhe 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 since FY 2006-2007 resulted in an average reduction of 9% and 42% for Residential and Non-Residential parcels, respectively,
[2) There are currently no multiple appeals filed on one parcel within the project area, For purposes of this analysis, if multiple appeals have been filed on one parcel, we have assumed only one appeal resulted in a reduction in value and subsequent pending
appeals will resl~t in no change in value.
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7. FISCAL YEAR 2009-2010 ApPEALS

During Fiscal Ycar 2009-2010. a total of four residential and five non-residential
appeals were liled 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% ofthe contested
value, respectively, as described in Section lLD.3 above.
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TABLE 7
FY 2009·2010 ASSESSMENT APPEALS

Numberof
Numberof Pending Appeals Applicants Percentage

Number of Prop 8 Included in Opinion of Resolved / ImpacWalue Change of
Land Use/Applicant Name Appeals Appeals Analysis[2] Assessed Value Value Pending Value [1] Change Assessed Value

Pending Appeals
Residential
Individual Homeowner f1] - 4 4 4 $2,948,676 $2,272,890 $2}35,690 1$212,986 -722%
Subtotal- Residential 4 4 4 R948,676 $2,272,890 $2,735,690 ($212,986) -7.22%

Non-Residential
LIBERTY STATION 210 INVESTORS, LLC 1 a 1 $8,000,000 $6,950,000 $6,950.000 ($1,050,000) -13.13%
MCMILLIN NTC LANDING LLC 1 a 1 $11,795,000 $5,750,000 $7,077,000 ($4,718,000) -40.00%
VONS CO INC 1 1 1 $18,666,000 $9,300,000 $11,199,600 ($7,466,400) -40.00%
UBERTY STATION EDUCATION CENTER LLC 1 1 1 $17.748,000 $13.500,000 $13,500,000 ($4,248,000) -23.94%
UBERTY STATION HHG HOTEllP 1 1 1 $40,258,287 $18,000,000 $24,154,972 ($16.103,315) -40,00%
Subtotal- Non-Residential 5 3 5 $96,467,287 $53,500,000 $62,881,572 ($33,585,715) -34,82%

ResorvedAppeals a a NA $0 $0 $0 $0 0.00%

Pending Appeals 9 7 9 $99,415,963 $55.772,890 $65.617,262 ($33,798,701) -34.00%
Resolved Appeals Prior to Final FY 2009·2010 Assessor Roll a a NA $0 $0 $0 $0 0.00%
Resolved Appeals After Final FY 2009·2010 Assessor Roll a a NA $0 SO so $0 0.00%
Total FY 2009-2010 Pending and Resolved Appeals 9 7 NA $99,415,963 $55.772,890 $65,617.262 ($33,798,701) -34.00%

Grand Total- Pending Appeals $99,415,963 $55,772,890 $65,617,262 ($33,798,701) -34.00%
Grand Total- Resolved 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 2009_2010 Assessor Roll $0 $0 $0 $0 0.00%
GRAND TOTAL - Pending and Resolved Appeals $123,812,705 $72,841,134 $84,379,783 ($3~,432,922) .31.85%

[1J For any appeats that have not been resolved at this time, DTA has assumed the appeal resulted in a reduction equal to the lesser of the applicant's opinion of value or a rate of 92% of the contested value for Residential parcels or a rate of60% of the
contested value for Non-Residentiat 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-Residential parcels, respectively.
[2J There are currently no multiple appeals filed on one parcel within the project area. For purposes of this analysis. if multiple appeals have been filed on one parcel, we have assumed only one appeal resulted in a reduction in value and subsequent pending
appeals will result in no change in value.
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8. Top TAXPAYER ApPEALS

As indicated in Table 3, Libeliy 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 2009-1 0 assessed value ofone of their parcels should
be reduced to $18,000,000 ti·om $40,258,287; McMillin-NTC Landing LLC has
contested that the Fiscal Year 2009-10 assessed value ofone 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 ofvalue or at a rate of 60% ofthe contested value as described in
Section ll.D.3 above.

E. PROJECTIONS OF TOTAL ASSESSED VALVES

Due to the fact that the current real estate market downturn may last for several years, we
have estimated an annual reduction of assessed values through Fiscal Year 2011-2012. As
discussed in Section ll.D.2 above, we have assumed a reduction in value of 2% and I% tor
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 of2% each year thereafter. However, we are
not showing the increase in values back to base values for any value reductions other than
the 1% and 2% annual increases as 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, including filing of additional appeals in future years.
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III. PROJECT TAX INCREMENT REVENUE ALLOCATION

A. TAX RATES

Tax increment revenues in this analysis are calculated by applying the tax rate detennined by
the County Assessor to the annual incremental assessed value of the Projeet Area. The
general ad valorem tax rate is $1 per $100 of assessed value. In addition to this rate, an
override rate refleets the debt serviee for various ageneies which have issued bonds in the
Project Area. Pursuant to Section 33670 (el of the Health and Safety Code, approved on
November 8, 1988, tax inerement revenues eaml0t be ealculated using property taxes
generated from voter-approved bonded indebtedness on or following January I, 1989. Table
8 shows the Fiscal Year 2009-201 0 rates in the Projeet Area, separating the oven'ide amounts
attributed to bonded indebtedness by partieipating ageneies whieh excludes those that stm1ed
levying a eharge after January I, 1989. Thus, the Fiseal Year 2009-2010 tax rate used to
ealculate 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 Fiseal 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
SUMMARY OF PARTICIPATING AND NON-PARTICIPATING AGENCIES

FY 2008-2009 Rates for FY 2009-2010 Rates for
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 1999A 0.00788% 0.00868%
San Diego Unified Bond Series 2000B 0.00639% 0.00717%
San Diego Unified Bond Series 2001 C 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 Bond Series 2006 F-1 0.00458% 0.00464%
San Diego Unified Bond Series 2006 G-1 0.00425% 0.00362%
San Diego Community College Bond 2003A 0.00068% 0.00213%
San Diego Community College Bond 2003B 0.00840% 0.00917%
San Diego Community College Bond 2006A 0.00304% 0.00845%
San Diego Community College Bond 2009C 0.00000% 0.00507%

Subtotal 0.07504% 0.09265%

Grand Total 1.08434% 1.10195%

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

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

[3] Tax rates based on information prmided by the San Diego County Auditor/Controller.

B. SUPPLEMENTAL TAXES, DELINQUENCIES, PENALTIES, INTEREST

Supplemental property taxes are a result of change in ownership of property or new
constmction. 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 apportiolm1ents 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.
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TABLE 9
ALLOCATION ADJUSTMENTS [1]

Supplemental Roll Delinquencies/ Tota
Year Roll Corrections Refunds/Adjustments Penalties Adjustment,

1999-2000 $0,00 ($1,91 ) ($0 19) $0,00 ($2,10

2000-2001 $0,00 $13,76 ($213) S8,98 $20,61

2001-2002 SO,OO SO,OO $0,00 SO,OO $0,00

2002-2003 [21 $390,960,83 (S682.47) (S19,585,66) $8,97 S370,701,67

2003-2004 S495,844.65 ($7,129.41) ($29,656,12) S1,84220 $460,901,32

2004-2005 $788,655,55 ($5,998,14) ($45,648,09) $14,696,95 $751,70627

2005-2006 $833,901.08 ($9,200,68) ($300,778,03) $33,907,09 S557,829.46

2006-2007 $290,844,78 ($1,197,02) ($44,601,16) $65,207.84 $310,254.44

2007-2008 $179,546.41 S3.429,53 ($33,80620) $103,908,83 $253,078,57

2008-2009 $438,66929 ($","U3) ($89,033,62) $150,294.72 $488,818,66

1J Based on information in the Agency Trust Fund Summary, prepared by the County of San Diego Auditor-Controller
2] Fiscal Year 2002-2003 reflects the firs! year tax increment monies were collected

Tax increment payments can also be adjusted due to roll correetions, delinqueneies,
penalties, and interest Propeliy taxes on assessed valuations that are redueed 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 historieal pereentage of tax reeeipts to the actual amount of taxes levied is shown in
Table 10. Please note that the total tax receipts eolleeted often exeeed the amount levied due
to colleetion of penalties and interest

TABLE 10
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 Assessed Value
Total Project Value [2] $11,098,158 $100,846,542 $196,893,179 $338,060,935 $388,276,829 $385,194,706 $452,973,530
Less Base Value 0 0 0 0 0 0 0

Incremental Value 11,098,158 100,846,542 196,893,179 338,060,935 388,276,829 385,194,706 452,973,530
Tax Rate 1.01670% 1.11000% 1.01080% 1.01020% 1,00970% 1.00950% 1.00930%

II, Gross Tax Increment 112,835 1,119,397 1,990,196 3,415,092 3,920,431 3,888,541 4,571,862
Unitary Revenue 1 1 1 1 911 9,730 10,005
County Administrative Expenses (2,834) (8,153) (18,762) (29,167) (31,615) (28,005) (41,412)

Tota I Computed Levy 110,002 1,111,245 1,971,435 3,385,926 3,889,727 3,870,265 4,540,455

Ill. Total Receipts [3] 489,977 1,465,190 2,698,119 3,886,310 4,100,768 3,983,863 4,870,638
Surplus/(Shorlfall) 379,975 353,945 726,684 500,384 211,041 113,598 330,183
% Difference of Computed Levy [3] 445.43% 131.85% 136.86% 114.78% 105.43% 102.94% 107.27%

[1J Fiscal Year 2002·2003 reflects the first year tax ;ncrement monies were collected,

[2J Based on total secured and ullsecured value for tile Project provided by tile San Diego County Auditor/Controller as of 1/1 01 the initial year of each fiscal year (i,e, 1/1/09 for Fiscal Year
2009-2010)

13J Actual receipts coliected often exceed the amount levied due to penalties and interest collected by the Agency
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C. UNITARY TAXES

The State Board of Equalization ("SBE") estahlishes 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 redueed pro rata to all agencies. The other eomponent ofunitary allocation
is significant when the assessed valuation ofunitary taxes increases by more than 2% in one
year, in which case revenues are allocated according to the percentage that each taxing
agency in the County receives for secured taxable values. As of Fiscal Year 1988-1989,
when the allocation procedures changed, it was 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 oLlune 30, 2009 was $10,005. The Project
Area received a proportion ofthe increased amount as it was entitled to receive a share ofthe
revenues. Assuming that the unitary revenues will stay at a constant level in future years,
DTA is conservatively estimating that the Project Area will continue to receive the same
amount.

D. ADMINISTRATIVE CHARGES

Senate Bills 2557 and 1559 allow counties to detemline property tax administrative charges
to local agencies in the propOliion that is attributable to their propeliy tax administrative
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 MODERATE INCOME HOUSING SET ASIDE

In accordance with Community Redevelopment Law (Health and Safety Code, Section
33000 et seq.), the Agency is required to set aside 20% of all tax increment revenues into a
low and moderate income housing fund. For purposes ofiliis analysis, DTA assumes that the
Agency will continue to set aside 20% of the tax increment in order to improve, add to, or
maintain tile 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.
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F. AB 1290 PAYMENTS TO AFFECTED TAXING ENTITIES

Assembly Bill 1290 CAB 1290") was effective as ofJanuary I, 1994 and was significanI in
Ihat 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 arc 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 I Level 2 Level 3

25% ofthe increment less

1- End the low and moderate

(FY 2002-2003 to FY 2047-48)
income housing set aside
(or 20% of the gross
increment).

Using the assessed valne
III Year 10 as a first
adjnsted base year

II - End
assessed value, 21 % of

(FY 2012-2013 to FY 2047-48)
Same as Above PLUS the increment less the low

and moderate mcome
honsing set aside (or
16.8% of the gross
increment).

Using the assessed value
111 Year 30 as a first
adjusted base year

31 - End
assessed value, 14% of

(FY 2032-2033 to FY 2047-48)
Same as Above PLUS Same as Above PLUS the increment less the low

and moderate Income
housing set aside (or
11.2% of the gross
increment).

G. PROPERTY TAX DELINQUENCIES AND FORECLOSURES

Delinquency infoD11ation 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 forresidential parcels within zip code 92106,
which fully encompasses the Project Area but also includes areas outside the Project Area,
was researched tlu'ough 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 tlUstee'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
propeliies 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 li'om redevelopment
agencies to school districts by shifting a portion of each agency's tax increment, net of
amounts due to other taxing agencies, to school districts for such fiscal years for deposit to
ERAF. For Fiscal Year 2008-2009, the State Legislature adopted AB 1389 which required
redevelopment agencies to pay into ERAF an aggregate amount of$350 million. Ofthe $350
million, the Agency's share was approximately $11.5 million and the Project Area's share
was $284,000. However, a suit filed in superior cOUli in Sacramento by the Califomia
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 lUling 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 million was the Agency's share, and an additional $350 million in Fiscal
Year 2010-20 II, of which approximately $11.5 million is the Agency's share. In October
2009, the Califomia Rcdevelopment 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 oftransfer offunds from the redevelopment
agencies to the counties. On May 5, 2010, the CRA and other agencies decided to appeal thc
ruling. The Agency cannot determine whether the appeal will be successful.

On May 10,201 0, the Agcncy made thc payment cqual to approximately $56 million for the
Fiscal Year 2009-201 0 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 20 I0-20 II SERAF payment ofapproximately
$11.5 million on May 10,2011. Ofthis 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 II and 12, the total assessed
value for 257 residential parcels was reduced by $25,887,169 (pcrcentage change from
Fiscal Ycar 2008-2009 to Fiscal Year 2009-2010 is -13.26%) by the County Assessor for
Fiscal Year 2009-201 0 as a result ofProposition 8 reductions, other assessment appeals, and
changes in ownership. Of the remaining residential parcels in thc Project Area, 27 parcels
increased in value by the 2% inflation factor for Fiscal Year 2009-2010 and 61 parcels were
increased in 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 2009-201 0 by $24,848,823, or decreased by
10.22% fi'0111 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 constlUction. 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 (1] Net Assessed Value [1] Difference Percent Change

Top Ten Parcels that Increased in Value
Uberty Station HHG Hotel LP New Construction 2 $46,521,080 $68,725,793 $22,204,713 47.73%
McMillin-NTC 902 LLC New Construction 3 1,761,864 16,109,800 14,347,936 814.36%
McMi1Jjn-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%
McMilHn-NTC 193 LLC New Construction 1 8,130,155 10,330,257 2,200,102 27.06%
Davies LLC Ownership Change 1 2,803,215 4,080,000 1,276,785 45.55%
McMillin/Decatur Road 906 LLC New Construction 1 8,491,552 9,191,782 700,230 8.25%
McMiliin-NTC 901 LLC 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 10047342 10428980 381 638 3.80%

Subtotal 20 104,502,216 166,922,165 62,419,949 59.73%

Top Ten Parcels that Decreased in Value
San Diego County Regional Airport Auth. [2] Ownership Change 1 2,754,000 ° (2,754,000) -100.00"/"
Individual Homeowner Ownership Change 1 893,000 312,581 (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 2,098,000 (396,280) ~15.89%

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 8 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 950000 725000 (225000) ~23.68%

Subtotal 12 13,897,839 7,822,581 (6,075,258) -43.71%

All Other Parcels NA 398 317,461,032 299,168,627 (18,292,405) -5.76%

Total 430 435,861,087 473,913,373 39,052,286 8.73%

[1] 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).

[2] Parcel became fully exempt following the change in ownership from Truxlun 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 2,649,993 28,738 1.10'%
No change in Value 0 0 0 0 0.00%
Decrease in Value from Prop 8 Reduction Appeals [3J 0 0 0 0 0.00%
Decrease in Value from Automatic Prop 8 Reductions [4J 237 179,565,975 156,074,393 (23.491,582) -13.08%
Decrease in Value from Other Assessment Appeals [5J 0 0 0 0 0.00%
Decrease in Value (Increased Exemption) [6J 0 0 0 0 0.00%
Decrease in Value (Ownership Changed) [71 20 15693668 13,298081 (2395587) -15.26%

Subtotal 349 243,097,616 218,248,793 (24,848,823) -10.22%

Non~Residentlal

Increase in Value (Greater Than 2%) 19 85,911,529 148,399,664 62,488,135 72.74%
Increase in Value (Equal to 2%) 20 80,939,296 82,558,065 1,618,769 2.00%
Increase in Value (Less Than 2%) 0 0 0 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 50,000 (75,000) -60.00%i
Decrease in Value from Other Assessment Appeals [5J 0 0 0 0 0.00%1
Decrease in Value (Increased Exemption) [6J 0 0 0 0 0.00%,
Decrease in Value (Ownership Changed) Uil 1 2754000 Q (2754000) -100.00%.

Subtotal 74 169,729,826 231,007,730 61,277,904 36.10% '

New Residential Parcels [9] 0 NA 0 0 NA
New Non-Residential Parcels [9] 7 NA 24,656,850 24,656,850 NA
Superceded Parcels [1O] 5 23,033,645 NA (23,033,645) NA

Total 430 435,861,087 473,913,373 38,052,286 8.73"/n

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).

A total of 33 non-residential parcels had a Net ASsessed Value of $0. Excludes parcels owned by public agencies based on final FY 2008--09 Assessor's Roll.
Values based on the final Assessor's roll for each fiscal year. The reductions were a resull of Proposition 8 appeals by propeny owners allowing a temporary reduction in assessed value based on decreasing market value.

Based on discussions with the County appraiser, the reductions were due to automatic Proposition 8 reductions allowing a temporary reduction in assessed value based on decreasing market value.

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

Based on data from County Assessor, the decrease in value from FY 2008-2009 to FY 2009-201 0 was due to an increase in the exemptions.

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 Ihe market value.

Parcel became fully exempt following the change in ownership from Truxtun LLC to San Diego County Airport Authority.

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

FY 2008_2009 assessor parcels that did not have matching FY 2009~2010parcel numbers.

pj
[2j
[3j

[4j

[5j

[5j

[7[

[8[

[9j

[10J
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B. NEW 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.

~. "

.
Vd'

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

Eastside Hotel
master devclopcr, McMillin-NTC, LLC, has requested an
extension of the perfOlmance date lor connllencement of
development of one or more hotels on the site. It is
anticipated that the hotel development will not commence
construction before 2014.

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 valuation for Fiscal Year 2009-20 I0, 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 II.D above, Fiscal Year 2009-2010
includes a reduction in value for pending assessment appeals and assessment appeals which
were resolved after the Fiscal Year 2009-2010 Assessor's Roll was finalized.

As discussed in Section II.D.2 above, the projections are based on a reduction in value of2%
and 1% for Fiscal Years 201 0-2011 and 2011-2012, respectively. We have then assumed no
change in value for Fiscal Year 2012-2013, an annual increase of 1% each year thereafter
through Fiscal Year 2018-2019, and an annual increase of2% each year thereafter. 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 propeliy value described above is added to the value of personal propeliy, which
includes secured and unsecured personal propeliY within the Project Area less unsecured
exemptions for Fiscal Year 2009-201 O. The value ofpersonal propeliy is assumed to remain
constant tlu'oughout the subsequent years.

Lastly, the incremental value is the difference between the total value and the base year
value, and the tax rate used in the calculation 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

Secured Values [1]

Land
Improvement
Personal Property

Gross Value
Less Exemptions

Total Secured

Unsecured Values [2]

Land
Improvement
Personal Property

Gross Value
Less Exemptions

Total Unsecured

Total Secured and Unsecured

FY 2009·10 Base Incremental
Taxable Value Taxable Value Taxable Value

$215,734,612 $0 $215,734,612
325,824,790 0 325,824,790

3,298,348 0 3,298,348

544,857,750 0 544,857,750
(70,944,377) 0 (70,944,377)

473,913,373 0 473,913,373

0 0 0
6,225,385 0 6,225,385

24,365,536 0 24,365,536

30,590,921 0 30,590,921
(12,710,349) 0 (12,710,349)

17,880,572 0 17,880,572

491,793,945 0 491,793,945

Low/Moderate Income Housing Set-Aside Revenue
Taxing Agencies Pass Throughs (AB 1290) [8]
Payments to Supplemental Educational Revenue Augmentation Fund (SERAF) [9]

Estimated Valuation Adjustments
Assumed Appeals

Adjusted Incremental Secured and Unsecured

Gross Increment Revenue @
Unitary Revenue [5J
Supplemental Roll [6]
Offsets to Gross Estimated Revenue

Administrative Expenses [7]

Net Tax Increment Revenue

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

Tax Revenue Available for Debt Service

1,00930% [4]

(33,798,701 ) [3]

457,995,244

4,622,546
10,005

0

(46,225)

4,586,325

(917,265)
(924,509)

0

2,744,551
917,265

3,661,816

[1] Assessed values provided by the County Assessor as of 1/1/09.
[2] Based on information provided by the County of San Diego Auditor/Controller report "Val File-D4 PSWP70@" as of 111/09.

[3] Based on pending appeals for FY 2009-2010. Actual reduction based on appeals will vary.

[4] The actual tax rate of 1.00930% is used for FY 2009-2010. A 1,00% tax rate is used from FY 2010-2011 to the end of the projection
as shown in Exhibit A.

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

[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.

[8) Based on 20% of Gross Increment Revenue.

[9) The Agency was required to make an SERAF payment of approximately $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.
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D. LIMITATIONS

This Report contains a projection of tax increment revenues to be received by the Agency.
The repmt 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
infol111ation. In addition, since the analyses contained herein are based on legislation 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 achicved. Some assumptions inevitably will not materialize and unanticipated events
and circumstances may occur; therefore, the actual results achieved will vary from the
projections.

J:\CLIENTS\SanDiego\Redevelopment\NTCiFCRs\FCR_NTC_09.doc
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Exhibit A
TAX INCREMENT REVENUE PROJECTION

Tax Revenue Available for Debt Service

Fiscal Year Ending;

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

Real Property [1]
Estimated Real Property Value Increase [2J
Assumed AppealslProp 8 ReductionlProperty Transfer Impact/Negative Prop 13 [3J

Total Real Property

"YEAR 10"
2009 2010 2011 2012 2013 2014 2015 2016
2010 2011 2012 2013 2014 2015 2016 2017
---- ------- ----- ---- ----------- ------ ----

$476,840,410 $443,041,"109 $434,180,875 $429,839,066 $429,839.066 $434,137,457 $438,478.831 $442,863,620
0 0 0 0 4,298,:'191 4,341,375 4,384,788 4.428.636

(~3.798,~?21 {8.860,834} (4,341,809) 0 0 0 0 0----------- ---- ~------ ----- _.._------ ------------
443.041,709 434,180,875 429.839,066 429,839,066 434.137.457 438,478,831 442,863,620 447,292,256

14,953,535 14,953,535 14,953.535 14.953,535 14,953,535 14,953,535 14,953,535 14,953,535--------- ----------- ----- ~------- ------ ---------- ----------~

457,995,244 449,134,410 444,792,501 444,792,601 449,090,992 453,432,366 457,817,155 452,245,791

457,995.244 449,134,410 444,792,601 444.792.601 449,090,992 453.432.366 457,817,155 462.245,"191

4.622,546 4,491,344 4,447.926 4,447.926 4.490.910 4,534.324 4,578,172 4,622,458
10,005 10,005 10.005 10.005 10,005 10,005 10,005 10.005

0 0 0 0 0 0 0 0

-~~~~ (44,913) ___J::'~:...~~! __~.479) ~_L4..~?09) (45,343) (45,782) __ (46,2~l----- ----- ------
4,586.325 4.456,435 4,413,451 4.413.451 4.456.006 4,498.985 4,542.395 4,586,238

(917.265) (891,287) (882,690) (B82,690) {891,201} (899,797) (908.479) (91"1,248)
(924.509) (898,269) (889,S8S) (S89,SS5) (898,1e2) (906,865) (915.634) (924,492)

0 0 0 0 (7,221) (14,515) (21.881) (29,321)
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0

---- ----------- -~-~ ------- -------- -----
2,744,551 2,666,879 2,641,176 2,641,176 2,659,401 2,6n,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 3,558,167 3,523,866 3,523,866 3,550,602 3,577,606 3,604,879 3,632,425

$0Incremental Value Over Base of

Adjustments to Gross Revenue
Supplemental Roll

~ ProP':~L:~2-":..~~~~.:.~ee [6J

Net Tax Increment Revenue

Total Personal PropertYJ~L _

Total Value

Gross Revenue [5]
Unitary Revenue

low/Moderate Income Housing Set-Aside Revenue
Taxing Agencies Pass Through (AB 1290) Tier 1 [7J
Taxing Agencies Pass Through (AB 1290) Tier 2 [7J
Taxing Agencies Pass Through (AB 1290) Tier 3 [7J
Payments to Supplemental Educational Revenue Augmentation Fund (SERAF) [8J
--------------------

PJ Indudes secured ~nd unsocllred land nnd improvemenl value in Ihe Pmj~cl Area I~% secured
~x~mp1i~nsfor FY 2009-2{)1{), S~Gured value provided by the Co"nly Assessor as of 111109. U~sec"red
val"e provkied by lhe Ca,mly or S~n Diego A"dilbr.'Contmll~r Report "Val File-{)4 PSWP7{)@"asol
1/1.'09

[2] Assumes no change i~ v~I,,~ lor FiSC'll Year 2012<:013. an ann"al innease of 1% e~ch year ihereaftcr
1hro"gl1 Fiscal Year 2013_2{)19. and an annual increase (:If 2% each year thore",ft~L

[3] FY 2009·2010 red"ction tmsed on pc~ding appeals for FY 2009-2010. Based on discussiDns with Inc
County. it is e,limated tnat the tntal real properly valu~ C(:I"nty-wid~ wi« be rC'IOICed by 1% 1M FY 2010­
2011 and FY 201 1_2012 as a resuft of Proposition S, Prop<Jsition 13, appeals. and property transfars.
Act"al reduction from Proposition B, appeals. and propnrly transfers win vary. We have assumed a
redlOC!inn In value of 2% and 1% 10f FY 2010-2011 and 201 1-2012, respediv"ly.

[41 Ind<Kles seemed and j,nsec"red personnl p"'pefly value in tile Project less "nSCCHred exemptions 10f FY
2009-2010. Secured value based on 1ne final FY 2009--201 0 Assessor Roll. Uns£cmed val,,~ provided by
tne Co~nty of San Diego AudilOrlControlkr. We nave ass~med this vallJ~ to r~m~in conslanl for "nch
3\Jbs~q\J~ntyew

[51 Tne actual (ax rate of 1.{){)93{)% is used ((If FY 2009-2010. A 1.00% lax rate is uSed from FY 2010-2011
to tne end of the p,oje~lion

(6) Estimal~d at 1.00 percen1 01 gross mvenll~ lor the P'oje~1 Area
[7) Based on 20% of "Gross Revenue'"thro"gll FY 203fl--.37. In addiHon, 16.8% ot Gross Revenll~ is in~l~d~d

from FY 2013_14 1I1rough FY 2036-2037 ~sing Year 10 as a base vahle and 11.2% afGross Reven<ie is
included beoinning FY 2033-2034 Inrough FY 2036·2037 using Yea; 30 as a base value

)S] Tne Agency W8S required to make ~n SERAF payffl~nt of approxim"telv $1A3S.{)ClQ forlhe Pro]~d ArM
on May 10, 2010. The Agency m~de the payment Will) prior-yea, Pr~jeC\ Area lax ;ncrement reven,,~, on
ha~d.
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Exhibit A
TAX INCREMENT REVENUE PROJECTION

Tax Revenue Available for Debt Service

Fiscal Year Ending;

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

Real Property [1J
Estimated Real Property Value Increase [2J
Assumed AppealslProp 8 Re?~?!ionIProperty Transfer lmpactiNegative Prop 13 [3]

Total Real Property

2017 2018 2019 2020 2021 2022 2023 2024 2025
2018 2019 2020 2021 2022 2023 2024 2025 2026
--- ------- ---------- ----- ----_._------ ----------- ---- ---------- --------

$447,292,256 $451,765,179 $456_282,830 $465,408.487 $474,716,657 $484,210,990 $493,895,210 $503,773,114 $513,848.576
4,472,923 4.517,652 9,125,657 9,308.170 9,494.333 9,684,220 9.877,904 10,075.462 10,276,972

0 0 0 0 0 0 0 0 0
~---- ----- ----- --------- ---- -_.._----- ---------- -------

451,765,179 456.282,830 465,408,487 474,716.657 484,210,990 493,895,210 503.773.114 513,848,576 524,125,548

14,953,535 14.953,535 14,953,535 14,953,535 14,953,535 14.953,535 14,953,535 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_362022 489,670,192 499,164.525 508.848.745 518,726,649 528.802,111 539,079.083

4.667,187 4.712,364 4,803,620 4,896_702 4,991.645 5,088,48'1 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 0 0 0 0 0 0 0 0

__J~~~~! (47,124) __l~~?~~l _.....~~c~~ _~2~ (50,885) ~1,87~ (52,880) (53,908)--_......_-- --------- -------
4,630,520 4.675,245 4.765,589 4,857,740 4,951.734 5,047,607 5,145,399 5,245,146 5,346,888

(926,104) (935,049) (953,118) (971.548) (990,347) (1,009,521 ) (1,029,080) (1,049,029) {1,069,378}
(933,437) (942,473) (960,724) (979,340) (998_329) (1,017,697) (1_037,453) (1,057,604) (1 ,078, 158)

(36,836) (44,426) (59,757) (75,394) (91,345) (107,614) (124,209) (141.136) (158,401)
0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0

---------- ------ ---------- ----- -_.._---- -------- ------ --------- ----
2,734,143 2,753,298 2,791,990 2,831,457 2,871,713 2,912,774 2,954,656 2,997,376 3,040,951

926,104 935,049 953,118 971,548 990,347 1,009,521 1,029,080 1,049,029 1,069,378

3,660,247 3,688,346 3,745,108 3,803,005 3,862,060 3,922,295 3,983,736 4,046,405 4,110,328

'0

LowlModerate Income Housing Set-Aside Revenue
Taxing Agencies Pass Through (AB 1290) Tier 1 [7]
Taxing Agencies Pass Through (AB 1290) Tier 2 [7]
Taxing Agencies Pass Through (AB 1290) Tier 3 [7]
Payments to Supplemental Educational Revenue Augmentation Fund (SERAF) (8)

Incremental Value Over Base of

Total Personal Properly [4]

Total Value

Gross Revenue [5]
Unilary Revenue

Adjustments to Gross Revenue
Supplemental Roll

___~:::~erty Tax Admini::~~ee [6J

Net Tax Increment Revenue

[1J Includes seemed and u~$ewre'l I~nd and improv~ment valu~ in jh~ Pmject Area less s"c,,,ecl
eXEmptio"s for FY 2009-2010. Secured value pmviderl by the Coun1y Assessor as of 111109. UnseeUfefJ
value provided by th~ Coun1y oJ S:m Diego AtJditoriControlier Repor1 "Vnl File-04 PSVVP70@"asof
111/09,

[2J Assumes no (ha~ge in value for Fis,,,,t Year 2012"2013, an annual increase of 1% each year thereafter
tllrough Fiscal Year 2.018·2019, and an annual incfease of 2% each yea, there"fter

[31 FY 2009·2010 rerl"ctio(\ based on pending "ppe"ls lor FY 2009-2010. Based on discussions with tlw
County, it is estirnaled that tile tolal re,,1 p"'pe~y vatue Cmmty_wide will be reduced by 1% lor FY 2010­
2011 and FY 2011-2012 as a resuit of Proposition 8, Pmposition 13_ appeals, and properly transfers
Actual reduction lrom Proposilion 8, appeals. and property lmnsler5 will vary, We have assumed a
reduction in value of 2% and t % for FY 20t0-2011 and 2011_2012, respectively

[41 Indudes s~q,r~d anrl u~seCllred personal proper1y vak,e in the Project less unsecured exemption, for FY
2009·2010, See'Jr"d vallie b"sed on the f>nal FY 200\l-20tO Assessor Ron. Unsecured value provide,a by
fhe Coun1y 01 San Diego Auditor/Controller, We have ass timed tnis valLie 10 remain conslant for ~a(J,

subsequent year
[51 The actual lax rale of 1,00930% is IIserl for FY2.009·2010. A t,OO% lax rale is used from FY 2010-201 t

to 1118 end of In" pmj~dio1\

[51 EsJimat~d al 1,00 p~rcenl of gross 10venue for the Proje.~l Area
[71 8ased on 20% of "Gross Releenue"1hro"gh FY 2036_37. In add ilion, 16.8% 01 Gross Revenue is in{'juded

from FY 2013_14 through FY 2036·2037 using Yeal 10 as a base value and 11.1% of Gross Revenue is
in~luded beginning FY 2033·2034 through FY 2.036-2037 using Year 30 as a ba$e value,

i81 Thf. Agency was <e'l\!;red 10 ma~e an SERAF payment of approxima1ely 5t,438_000 for Ihe Projer.1 Area
on May 10, 2010. Tile Agency made tile paymenl wilh prior-year Project Area tax increme~t fevenues on
hand.
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TAX INCREMENT REVENUE PROJECTION

Tax Revenue Available for Debt Service

Fiscal Year Ending:

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

Real Property [1J
Estimated Real Property Value Increase [2J
~s_su_med Appeals/Prop 8 Redu~!ionIProper\y Transfer Impact/Negative Prop 13 [3J

Total Real Property

"YEAR 30··
2026 2027 2028 2029 2030 2031 2032 2033 2034
2027 2028 2029 2030 2031 2032 2033 2034 2035

----------- ----- ---------- ------ ~~-------- ------------ ---- ---------- ~--~

$524,125_548 $534,608,059 $545,300,220 $556,206,224 $567,330.349 $578.676,956 $590,250,495 $602,055,505 $614,096_615
10,482.511 10,692,161 10,906,004 11,124,124 11,346.607 11,573,539 11.805,010 12,041,110 12,281.932

0 0 0 0 0 0 0 0 0
~----- ----- ----- ------- ----- ------ ----- ---_.-

534,608.059 545,300,220 556.206.224 567,330,349 578,676.956 590,250,495 602,055.505 614.096,615 626,378_547

14,953,535 14,953,535 14,953,535 14,953,535 14,953.535 14,953,535 14.953,535 14.953,535 14,953,535--------- ----- ------- ------ ----- ----- ~------

549,561,594 560,253,755 571,159,759 582,283,884 593,630,491 605,204,030 617,009,040 629,050,150 641,332,082

549,561.594 560.253,755 571,159,759 582.283,884 593,630.491 605,204,030 617.009.040 629,050,150 641,332_082

5.495.616 5,602,538 5_711,598 5,822,839 5,936.305 6,052,040 6.170,090 6.290,501 6,413,321
10,005 10,005 10,005 10,005 10.005 10,005 10,005 10,005 10.005

0 0 0 0 0 0 0 0 0

___J~~:.?.~~~ ~~~~ __~_~~~~l ~--~~:~~ ~~~ __J~~~~1 (61,70:1 (52,90S) (64_133)-------- ------
5,450,665 5,556,517 5.664,486 5,774.615 5,886.947 6,001.525 6,118,394 6.237,601 5,359_192

(1,090.133) (1,111,303) (1,132,897) (1,154,923) (1,177.389) (1,200_305) (1_223,679) (1.247,520) (1,271,838)
(1,099.123) (1,120,508) (1,142,320) (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) (269.491 ) (289,324) (309,553) (330,186)
0 0 0 0 0 0 0 (13,486) (27,242)
0 0 0 0 0 0 0 0 0

----------- ----- ~------ ----------- ---- ---------- ------
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 1,111,303 1,132,897 1,154,923 1,177,389 1,200,305 1,.223,679 1,247,520 1,271,838

4,175,529 4,242,035 4,309,870 4,379,062 4,449,638 4,521,625 4,595,053 4,656,462 4,719,100

$0

Totai Personal PropertY_J~ _

Total Value

Incremental Value Over Base of

Adjustmenls 10 Gross RevenlJe
Supplemental Roll

____~:~~.::~y_~::~_._:.~~~::.i_:~~!~.:!..ee [6J

Net Tax Increment Revenue

Gross Revenue [5J
Unitary Revenue

lQwtModerete Income Housing Set-Aside Revenue
Taxing Agencies Pass Through (AB 1290) Tier 1 [7]
Taxing Agencies Pass Through (AB 1290) Tier 2!7]
Taxing Agencies Pass Through (AB 1290) Tier 3l7J
Payments to Supplemental Educational Revenue Augmentation Fund (SERAF) {8]

11) Includes seemed and unsee"re<l lan<l 3",1 impmvem"nt vahle. in the Proje,.l Area less sec"re<l
exemption, for FY 2009-2010. Secured value pmv;<lml by tl1~ COllnly Assessor as of 1/1/09, Unsecured
value provi<le(j hy lhe Counly of Sao Di~\lo AudrtorlCo"trolier Rnpa(l ''Val Flle-04 PSWP70@'·asof
111/09.

(2) Assumcs 00 change In val,w for Fisc~t Year 2012-2013, an a"nual increase of 1% each year therea(lN
lnrough Fiscal Year 2018-2019, and an annual Increase of 2.% each year tller~afler.

[3J FY 2009-2010 rR<luc!ioo b'lSed no pendi"'l '1preals for FY 2.009_2010. Based on discussions wilh trw
County_ It is eslimA-kd thaI the lotal ,e'll properly val"B COll~ty-wid~ will be ,ed,,~ed t>y 1% lor FY 2.010­
2011 and FY 2.011-2.012 as a resull of Pmpn'ition 8, ProposiHon 13, appeais. and property transfers
Aclual 'eduction from Proposition e, appeals. and property lmnsfNs v~a vary. We have assum~(j a
re<l"dion in value of 2% and t % for FY 2.010_2.011 and 2.011_2012. respectiv€ly

[41 includes secured aod unsewre<l per5"n~1 properly vati,e in lhB Pr"jedless unsecu,ed e.xemptions IDr FY
2.009-2.010. Secured value based on lhe fin"t FY 20()9--2010 Assessor RoU. Unser-med value provided t>y
Inc Counly of San Diego AudilorlConlrofier. VIJe have ass timed 111is valtle to remain co"stant for "a~i1

S\JbSHj\Jent year.

(5) The acllial tax rate of 1.00930% is used for FY 2009-20tO. A 1.00% lax rale is used from FY 2010-2.011
10 1he end nflhe projeclio".

[6) E5limaled 1'1 1.00 perc.ent of gross reven,,~ 1m tile Project Area

[7) Based on 20% 01 "Gross Re"~nL!e"lhro"gh FY 2()36-37. I" addilio". 16.8% of Gross Reve""e is inr1uded
from FY 2.0t3_14 through FY 2036_2037 "sing Y~ar 10 as a base value and 11.2% of Gross Reven1J~ is
ifld"rled t>egiflning FY 2033_2.034 through FY 2036-2.037 usi"g Year 30 as B base value.

[81 The Agency was required 10 make an SERAF p~yme"t of npproximaHy SlA38,OO() forthe Prajc'.l Ar~a
on May HI, 2.010. The Age"cy made the raym~nt wilh pliQr-year PfOj~ct Area tax Iflereme~l revenues on
hand
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Exhibit A
TAX INCREMENT REVENUE PROJECTION

Tax Revenue Avallabte for Debt Service

Fiscal Year Ending:

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

Real Properly [1]
Estimated Real Property Value Increase [2J

~.3~~~_~EP..?~~:!.?L~~::?~?~ionlProperty Transfer Impact/Negative Prop 13 [3J
Total Real Property

2035 2036 2037 2038 2039 2040 2041 2042 2043
2036 2037 2038 2039 2040 2041 2042 2043 2044
-- ------ ------ --------- ------ ------ ---- -----

$626,378,547 $638,906,118 $651,684,240 $664,717,925 $678,012,284 $691,572,529 $705,403,980 $719,512,059 $733,902,301
12,527,571 12,7'78,122 13,033.685 13,294,359 13,560,246 13,831,451 14,108,080 14,390.241 14,678,046

0 0 0 0 0 0 0 0 0------- ------ ----------- --------- -----_._---- ----- ------------
638,906,118 651,684,240 664,717,925 678,012,284 691,572,529 705.403,980 719,512.059 733,902.301 748,580,347

14,953,535 14,953,535 14,953,535 14,953,535 14,953,535 14,953,535 14,953,535 14.953.535 14,953,535----- ---~- -~-------- ---- ---- --------- ---- ----------
653,859,653 666,637,775 679,671,460 692,965,819 706,526,064 720,357,515 734,465,594 748,855,836 763,533,882

653,859,653 566,637,775 679,671.460 692.965,819 706,526,064 720,357,515 734,465.594 748,855,836 763,533,882

6,538,597 6,666.378 6,796,715 6,929,658 7,065,261 7.203,575 7,344,656 7.488,558 7,635,339
10,005 10,005 10,005 10,005 10,005 10,005 10,005 10,005 10,005

0 0 0 0 0 0 0 0 0
(65,386) (66,664) (67,967) ~~~D (70,653) (72.036) (73,447) __J2.-::~86) (76,353)----- --------- ---------- ------- -------

6.483.215 6,609,719 6,738,752 6,870,366 7,004,613 7,141,544 7,281,214 7.423,678 7,568,990

(1,296,643) (1,321,944) (1,347,750) (1.374,073) {1AOO,923} (1,428,309) (1,456,243) (1,484,736) (1,513,798)
(1,307,719) (1,333,276) (1,359,343) (1,385,932) (1,413,052) (1,440,715) (1,468,931) (1,497,712) (1,527,068)

(351,233) (372,700) (394,596) (416,931) (439,712) (462,949) (486,651) (510,826) (535,485)
(41,273) (55,584) (70,182) (85,072) (100,259) (115,750) (131,551 ) (147,668) (164,108)

0 0 0 0 0 0 0 0 0
------- --------- ----- ---- ----------- ------ ----- --~-----

---_.,_._--
3,486,348 3,526,215 3,566,880 3,608,359 3,650,667 3,693,821 3,737,838 3,782,736 3,828,531
1,296,643 1,321,944 1,347,750 1,374,073 1,400,923 1,428,309 1,456,243 1,484,73& 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

$0

Low/Moderate Income Housing Set-Aside Revenue
Taxing Agencies Pass Through (AB 1290) Tier 1 [7J
Taxing Agencies Pass Through (AB 1290) Tier 2 [7J
Taxing Agencies Pass Through (AB 1290) Tier 3 [7J
Payments to Supplemental Educational Revenue Augmentation Fund (SERAF) 18]

Gross Revenue [5J
Unilary Revenlle

Incremental Value Over Base of

Adjustments to Gross Revenue
Supplemental Roll

~Proper1y_~~_~~~~~~~~~_:.~_ee [61

Net Tax Increment Revenue

!.?:!:~£:.~~?_r:..a~!'!.?~'::~_[4_[__

Total Value

11] Includes sec,!red and unsec",ed land a~d ;mpmvemenl value in Ih~ Pmj~"l Area less secured
~<"mptk>n3for FY 2009-2010. S~cured value pfQwkd by the Co..nty Assessor as of 1/1.109. Unsecured
value provided by lhe county of San Diego AudilorlConlmller Repnrt "Val File-04 PSVVP70@"8sof
1/1109,

12J Ass"mes no ch~nge in v~l\le for Fis~al Year 2.012.-2013, an unnll~1 increase 011% each year thereHller
lhrougll Fiscal Yaar 2018-2019, and an annual il1creas<; of 2.% each year ther~aft~r,

[3J FY 2009_2010 r"d\lction bnsed on pending appeals for FY 2009-2.010, Based on discussions woh tile
County, ills fslimated that lhB total ,eal property valu". County-wide will be mduced by 1% for FY 2010·
2011 "md FY 2011-2012 as a resutt of PrnposWon 8, Prnpn,;tiQn 13, appeals, and property transfefs,
AClual redtwlion lrom Proposition 8, appeals, and property transkrs wm vary, We have assumed a
,edlle,tinn in value of 2% and 1% for FY 2010-2011 and 2.011-2012., respedive,ly,

[4J I"clude, s€cured a~d unse~ured personal prDperty 'Jalue in 1he Prcj~c,t less unsecured exempti<>lls lor FY
2()09_2010, Secur"d valu~ hased on Ih~ final FY 2.009·2010 Assessor RoU. UnseclJ,e.d vatu" provided by
Ihe Counly 01 Sa~ Diego Audilor-'Conlmllp-,- We have assumed Illis value 10 remain ~onst"nl tor each
sUbsequent yeer

!5] The actual tax rate ot 1.00930% is used for FY 2009-201 0, A 1.00% tax <ale is used from FY 20Hl_2011
10 the end of Ihe pr<Jjo(lion,

!6J ESlinwted at 1.00 percent <Jf gross revenue [Of lhe Pmject Area,

[7] Based on 20% or"Gross R~venlletllrougl'FY 2036-37, In addition, 16,8% 01 Gross Revenu~ is ind\ld~d

from FY 2.013-14 IIlrollgh FY 2036_2037 using Year 10 as a base value and 11,2% 01 Gross Rnven"e is
ind"d~d bBgin";~g FY 2033-2034 through FY 2036-2037 (,sing Year 30 as a base value,

!SJ The Agency was r~quir~d to make an sERAF p~ym~nl or approximately $1,438,000 for lhe Project Ar~3
on May 10, 201 0, The Aoency made the paymBnl wilh prior-year Projnd Area lax i"creme~i revenUeS on
hand.
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TAX INCREMENT REVENUE PROJECTION

Tax Revenue Available for Debt Service

Fiscal Year EndIng;

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

Real Property [1]
Estimated Real Property Value Increase [2]
Assumed Appealsf~rop 8 Redu~!ionIProperty Transfer Impact/Negative Prop 13 [3]

Total Real Property

2044 2045 2046 2047
2045 2046 2047 2048

--------- -------- -----
$748,580.347 $763,551,954 $778.822,993 $794.399,453

14,971,607 15,271,039 15.576.460 15,837,989
0 0 0 0-------- --------

763,551.954 778,822,993 794.399.453 810.287,442

14,953,535 14,953.535 14,953,535 14,953,535----- ----- -------- -----------
778,505,489 793,776,528 809,352,988 825,240,977

'178,505.489 793,776,528 809.352.988 825.240,977

7,785.055 7,937.765 8,093,530 8.252,410
10.005 10.005 10,005 10,005

0 0 0 0
___~~51) _ (79,378) _~_S9351 ____~32~~~~

7,717,209 7,868.392 8,022.599 8,179,890

(1,543,442) (1,573,678) (1,604.520) (1,635.978)
(1,557,011) (1,587,553) (1,618,706) (1,650,482)

(560,638) (586,293) (612,461) (639.153)
(180,876) (197,980) (215,425) (233.220)

0 0 0 0
--------- -~---- ----- -----------

3,875,243 3,922,888 3,971,487 4,021,057
1,543,442 1,573,678 1,604,520 1,635,978

5,418,684 5,496,567 5,576,007 5,657,035

$0

Low/Moderate jncome Housing Set_Aside Revenue
Taxing Agencies Pass Through (AS 1290) Tier 1 [7]
Taxing Agencies Pass Through (AS 1290) Tier 2 [7]
Taxing Agencies Pass Through (AS 1290) Tier 3 [7]
Payments to Supplemental Educatior>al Revenue Augmer>lation Fund (SERAF) [8]

Net Tax Increment Revenue

Gross Revenue [5]
Unitary Revenua

!ncremental Value Over Base of

Adjustments to Gross Revenue
Supplement81 Roll
Property T8x Administrative Fee [6J

----------------------~---~--

!-?:~~~_:.::.:'::..a.!.':"':~~~:!YJ~L.~ __
Total Value

PJ Includes secured and unsecured land and impmvemen1 value in the ProjeCl Ar~a less secured
expmphons ror FY 2009-2010. Secured value pmvided by the Co"nty AS5~SSQras of 111!tJ\!. Unsecured
valup. provirled by the Cmmty of Sa~ Diego A"ditor/Con1roller Report "V~I file·04 PSWP7Q@"llsof
1/1109.

{2J Assunws no change in value fOf Fiscal Year 2012·2013. 1111 anm,al increase of 1% ea~11 ye~r thereafler
Ulrough Fiscal Year 2013_2019, and an annual increase of 2% ellch yea, 1h<,reafler.

[3J FY 2009-2010 r<'auction hased on p~~ding apppais far FY 2009-2010. Based Of) r1isr.ussioIl3 wilh 1he
County. it is estimllted that 1he totlll real property value Cmmty_wide will he reduced by 1% tor FY 2010_
2011 ana FY 2011-2012 as a resLlI\ of Pmposi1i<Jf) 8, Prop~si1lon 13, app<,als. and p,ope,r1y tmnsfers
Aclual rect'lclion from Propo3ition 8, appeals. ,md prappriy 1rnnslp-rs will vary. We have assumed a
reduction in val"e of 2% Hnd 1% for FY 2010--2011 and 2011_2012, respectrv«iy.

[4] InciLldes s<,cured and "n$e~"re.d personal pmper1y vnllE" in the Pr<JJp,~ less lmsecu,ed exemp1ions tor FY
2009-2010_ Secured value based on the final FY 2009_2010 Assessor Roll. Unsecured valu<! provkkd by
lh<, County of San Diego Aud~or.rController_ We have n""m<·,d this vaj15~ (0 remain constan1 for each
subs<'q"en1 year

[5] The acl"al tax rate ot 1.00930% is u$£td torFY2009-2010, A 1.00% tax rule is lIsed from FY 2010--2011
to tile end offhe prnjfl(1iOf\.

[6j Estimaled al1.GO percenl 019"'% l"venUe ror the P"'Jpd A<ea.

[7J Based on 20% of "Gross Re""nuf."thr<J"gh FY 2036_37. In addition. 16.8% of Gross Revenue is induded
from FY 2013_14 through FY 2036·20~7 using Year 10 as a base value and 11.2% et Gross Revenue <s
in~lurlpd beginning FY 2033_2D34 through FY 20~6_2037 using Year ~O IlS Hhase value.

[a] The Agency was mquimd (0 'nake an SERAF p~yment of appro"imalely $1,438,000 for Ih~ Project Area
on May 10, 2010. The Agency made the payment willl prior-year Project Area tax increm<,nt revenues on
hand.



APPENDIXB

DEMOGRAPHIC AND ECONOMIC INFORMATION REGARDING THE CITY

Set forth below is certain demographic information regarding the City (jf San Diego (the "City ") and the
County ofSan Diego (the "County"). This information is providedfor 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 politieal 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 forepart of this Official Statement, the 2010
Bonds are secured by Tax Revenues as described therein.

INTRODUCTION

The City, with a total population of approximately 1,376,173 as of January 1,2010 and a land area of
approximately 342 square miles, is the eighth largest city in the nation and the second largest city in California.
The City is the county seat for the County. Iil addition to having a favorahle 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, bioteclmology/biosciences, financial and business services,
software and telecommunications.

Population

The following Table B-1 sets forth amma] 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 ofSan Growth County of Growth State of Growth

Year(1) Diego Rate San Diego Rate California Rate
2000 1,277,168 1.82% 2,836,284 2.16% 34,095,209 2.02%
2001 ],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,]]2 1.54 2,994,300 1.55 35,944,213 1.65
2004 1,294,000 1.48 3,025,524 1.04 36,454,471 1.42
2005 1,306,000 0.93 3,053,111 0.91 36,899,392 1.22
2006 1,311,162 0.40 3,077,313 0.79 37,274,618 1.02
2007 1,3] 6,837 0.43 3,117,943 1.32 37,674,415 1.07
2008 1,336,865 1.52 3,169,490 1.65 38,]34,496 1.22
2009 1,353,993 1.28 3,208,466 1.23 38,487,889 0.93

(lJ As ofJuly I 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 Califomia data: State of Califomia Department of Finance, Demographic
Research Unit.
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Employment

The following Table B-2 sets forth infOlmation 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 CIVIUAN LABOR FORCE(l)

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

Calendar Year
April

2005 2006 2007 2008 2009 2010(2)

Civilian Labor Force
City of San Diego(])

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

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

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

U.S. Department of Labor, Bureau of Labor Statistics

The State of 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 aunual civilian nonagricultural 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 infOlmation is not compiled by sector for the City.
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TABLE B-3
COUNTY OF SAN DIEGO

WAGE AND SALARY EMPLOYMENT
Calendar Years 2005 through 2009(1)

Industry Category 2005 2006 2007 2008 2009

Mining & Logging 400 500 400 400 400
Construction 90,800 92,700 87,000 76,100 61,100
Manufacturing 104,500 103,900 102,500 102,800 95,400

Nondurable Goods 25,400 25,500 25,200 24,700 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(2) 83,200 83,700 80,300 75,200 70,300
Services(3) 568,700 580,900 594,000 603,300 579,500
Government 215,100 217,900 222,400 225,100 224,700

Federal 39,700 40,400 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

(1) All figures are based on a March 2000 Benchmark.
(2) Includes finance, insurance, and real estate.
(3) 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 indusu)' employment data referenced above is organized by standard industrial classification
codes, employment in the various 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 Services.

Taxable Sales

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

TAXABLE TRANSACTIONS
Calendar Years 2004 through 2008

(In Thousands)

2004 2005 2006 200t1) 2008(1)

Retail Stores
Apparel $ 785,563 $ 865,833 $ 924,301 $ 959,509 $ 1,123,736
General Merchandise 2,142,892 2,170,831 2,236,087 2,272,494 1,995,887
Food 741,899 801,351 843,800 881,871 828,471
Eating and Drinking 2,197,430 2,311,013 2,466,681 2,617,392 2,682,884
Home Fnrnishings and 728,841 747,339 706,043 655,097 749,808
Appliances
Building Materials 1,440,726 1,396,894 1,427,987 1,098,559 865,280
Motor Vehicles and Parts 2,213,662 2,228,510 2,132,207 2,237,019 1,852,953
Serviee 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 2,045,273

Total Retail Stores $13,858,720 $14,386,165 $14,831,791 $14,700,001 $13,991,295
All Other Outlets 4,679,723 5,105,581 5,227,476 5,356,105 5,422,964
TOTAL ALL OUTLETS UB,,53,g 443 $12,491 74§ $20,0592§1 $20,056J06 $19.414,259(2

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

(2) Line items may not add to totals due to independent rounding.
Source: California State Board of Equalization.
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TABLE B-4-2
CITY OF SAN DIEGO

TAXABLE TRANSACTIONS
Calelldar Year 2009 First Quarter

(ill Thousallds)

Type of Business

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

Total Retail and Food Services

All Other Outlets

TOTAL ALL OUTLETS

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

2009
First Quarter

$ 404,313
232,046

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

2,870,044

1,173,138

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

Tourism

The 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.

TABLEB-S
COUNTY OF SAN DIEGO

TOTAL VISITOR SPENDING(l)
Calelldar Years 2005 through 2009

(Ill Milliolls)

Calelldar Year
2005(2)
2006(2)
2007(2)

2008
2009

Amoullt
$7,224

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

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

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

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

TABLEB-6
CITY OF SAN DIEGO

TRANSIENT OCCUPANCY TAX(l)
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

(I) Includes both the General Fund portion of TOT (5.5¢ of IO.5¢) and the balance (5¢ of IO.5¢) 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 IO.5¢) and the balance (5¢
of 10.5¢) 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.

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

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

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

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

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

Military

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

TABLEB-7
CITY OF SAN DIEGO(l)

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

Fiscal
Year

Expenditures (In Thousands)
Grants! Payroll

Contracts(3) Outlays(2)

Military & Civilian PersonneP!
Active Duty

Military Civilian(') Total

2008
2009

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

S5,543,618
$5,778,806

64,605
67,432

25,232
24,965

89,837
92,397

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

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

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

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

Source: Defense Manpower Data Center and Total Workforce Management System, Conunander Navy Region Sonthwest,
Regional Bnsiness Office.

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.

TABLEB-8
VALUATION OF EXPORTS

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

(In Millions)

Calendar Year

2005
2006
2007
2008
2009

Amount

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

(1] 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.
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Top Ten Principal Employers

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

TABLEB-9
CITY OF SAN DIEGO

TOP TEN PRINCIPAL EMPLOYERS
Fiscal Year 2009

(unaudited)

Employer
United States Navy(2)
San Diego Unified School Distrid3

)

University of California San Diego
San Diego County(4)
Sharp Memorial Hospital
City of San Diego(S)
Kaiser Permanente
University of San Diego
Qua1comm, Inc(6)
UC San Diego Medical Center
Total Top Employers

Number of
Employees

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

164,723

Percentage of
Total Employmenl l

)

7.91%
3.14
2.78
2.56
2.11
1.54
1.03
0.87
0.86
0.76

23,56%

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

The following Table B-1O sets forth the per capita personal income in the County and the State for
calendar years 2005 through 2009.

TABLER-lO
COUNTY OF SAN DIEGO AND STATE OF CALIFORNIA

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

Calendar Year
2005
2006
2007
2008
2009(3)

County ofSan Diego(2)

S40,383
42,801
44,832
45,728

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

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

Official Statement.
(4) Preliminary.
Source: California data. u.S. Bureau ofEconomic Analysis and Bureau ofthe Census.

Property Valne and Constrnction

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

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

ASSESSED VALUE AND CONSTRUCTION PERMIT VALUATION
Fiscal Years 2005 through 2009

($ ill thousallds)

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

Assessed
Fiscal Dwellillg Assessed Assessed Value
Year Ullits Valu/4) Permits Valu/4) Estimat/4)

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

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

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

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

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

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

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

TABLEB-12
COUNTY OF SAN DIEGO

FORECLOSURE ACTIVITY
Calendar Years 2005 through 2009

Calelldar Year
2005
2006
2007
2008
2009

Foreclosures
559

2,065
8,417

19,577
15,487

Totaillumber of
Housillg Ullits(l)

1,107,985
1,118,283
1,131,749
1,140,349
1,145,548

% ofTotal
Housillg

Ullits
0.05%
0.18
0.74
1.72
1.35

(I) As ofJanuary 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 intennodal facilities. Local streets,
paths and trails serve to provide local access and cOlmections 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 oftransportation.

SANDAG is the region's transp0l1ation 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 preseut, the capacity of the auto-highway
system is being exceeded in a number of corridors during the peak commute hours wheu 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 N0l1h 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 includes local and express bus, light rail (trolley), and Coaster
commuter rail services. According to SANDAG data, the region's transit systems provide about 35 million
miles of annual transit service, carrying over 104 million total mmual passengers.

In addition, there are demand-responsive trmlsit 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 commuter
rail service between Oceanside and Downtown San Diego with stations in the City at Sorrento Valley, Old
Town, and the Santa Fe Depot. Amtrak provides intercity passenger rail service from Downtown San Diego to
Los Angeles, and north to San Luis Obispo, which is the second most heavily traveled intercity passenger rail
corridor in the nation.

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

SUMMARY OF TRUST INDENTURE

Definitions

Unless the context otherwise requires, the tenns 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 following the Fiscal Year in which such calculation is made as a result of increases in the assessed
valuation oftaxable property in the Project Area due to either (a) construction which has been completed but not
yet reflected on the tax rolls, 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
made.

"Annual Debt Servicc" means, for each Fiscal Year, the sum of (a) the intercst 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 plincipal
amount of the Outstanding Serial Bonds payable by their tenns in such Fiscal Year and (c) the principal amount
of the Outstanding Tenn Bonds scheduled to be paid or redeemed from sinking fund payments in such Fiscal
Year, excluding the redemption premiums, if any, thereon.

"Authority" 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 Centcr 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 expeltise in
rendering opinions as to the legality and tax-exempt status of securities issued by public entities and selected by
the Agency.

"Bond Fund" 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 I, 2010, both dates inclusive; provided, however, that the
first Bond Year shall bcgin on the Closing Date and end on September I, 20 II, and with respect to any Parity
Bonds shall have the meaning ascribed in any Supplemental Indenture relating thereto.

"Bonds" means the 20 10 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 authOlized or obligated by law to 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 ofthe 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 Oliginal purchasers.

"Code" means the Internal Revenue Code of 1986, as amendcd. 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 15c2-12 of the Securitics 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 tenn shall mean the office or agency of the Trustee at which, at any particular
time, its corporate trust agency business shall be conducted.

"Costs of Issuance" means items of expense payable or rcimbursable 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 including 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 oflssuance Fund" means the fund by that name established by Section 3.02.

"County" means the County of San Diego, California.

"Couuty 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 perfomling
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 Ageucy
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 Govenunent Selies securities issued by the United States Treasury, (c) 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 sueeessors and
assIgns.

"Exeeutive Director" means the exeeutive 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 perfoTI11 the
functions of the exeeutive director ine1uding, without limitation, any deputy exeeutive director of the Agency.

"Event of Default" means any of the events described in Section 9.01 hereof.

"Federal Securities" means the following securities:

(l) United States Treasury Bills, honds, 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
Goverument: 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 Te1111essee
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 Goverument
National Mortgage Association; and

(4) United States Treasury Obligations, State and Loeal Government Series.

"Fiscal Year" means any twelve-month period extending from July I in one calendar year to June 30 of
the succeeding calendar year, both ine1usive, or any other twelve-month period hereafter 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 seeurities rating ageney designated by the Ageney and the City.

"Indenture" means this Trust Indenture, entered into by the Agency as it may be amended or
supplemented by any Supplemcntal Indenture adopted pursuant to the provisions hereof

"Independent Certified Public Accountant" means any accountant or firm of sueh aeeountants duly
licensed or registered or entitled to praetiee and praeticing 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:

(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 Ageney as an officer or employee of the Agency, but who
may be re!,'lliarly retained to make reports to the Agency.
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"InfoJ'l11ation 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 sueh other services providing infoJ'l1mtion with respect to the redemption of bonds
as the Agency may designate in a Wlitten 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 I and September I in any year in which Bonds are Outstanding,
commencing March I, 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 Califomia, 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 future 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 (subjeet to the
provisions of Section 8.04) all Bonds except

(1) Bonds theretofore cancelled by the Trustee or surrendered 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 shall have been authorized,
exeeuted, issued and delivered by the Ageney 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 aceordance with the provisions of Sections 3.03 and 3.04 hereof.

"Participant" means those broker-dealers, banks and other financial institutions from time 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;
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(2) Obligations of any state, territOlY 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, debentures or other evidences of indebtedness issued or guaranteed by
any corporation which are, at the time of purchase, rated by each Rating Agency in their respective
highest short-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 "Al/Pl/Fl" by two Rating Agencies;

(5) Dcposit accounts or certificates of deposit, whether negotiable or non-negotiable, issued
by a state or national bank (including the Trustee and its affiliates) or a state or federal savings and loan
association or a state-licensed branch of a foreign bank; provided, however, that such certificates of
deposit or deposit accounts shall be either (a) continuously and fully insured by the Federal Deposit
Insurance Corporation; or (b) have maturities of not more than 365 days (including certificates of
deposit) and are issued by any state or national bank or a state or federal savings and loan association,
the short-term obligations of which are rated in the highest ShOli 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 ShOli tenn 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 govemment bond dealer reporting to, trading with, and recognized as
a primary dealer by, the Federal Reserve Bank of New York, which agreement is secured by anyone or
more of the securities and obligations 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 cnstodian for the Trustee, by
the bank, trust company, national banking association or bond dealer executing such repurchase
agreement. The entity executing each such repurchase agrcement required to be so secured shall fumish
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 entitled to rely on each such
undertaking;

(8) Investments in a money market fund, including those of an affiliate of the Trustee rated
"AAAm" or "AAAm-G" or better by S&P and Moody's, investments of which are limited to
investments described in clauses (1), (2) and (7) of this definition.

(9) Certificates, notes, warrants, bonds or other evidence of indebtedness of the State or of
any political snbdivision 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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(11) Investments in taxable money market funds or portfolios restricted to obligations with
an average matlllity of one year or less and which funds or portfolios are rated in either of the two
highest rating categories by two Rating Agencies or have or are portfolios 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 fnnd;

(13) Investments in the Local Agency Investment Fund created pursuant to Section 16429.1
ofthe Government Code of the State;

(14) Shares of beneficial interest in diversified management companies investing exclusively
in seclllities and obligations described in clauses (1) through (11) 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 Secnrities and Exchange Commission with not less than five
years' experience investing in such secnrities and obligations and with assets under management in
excess of five hundred million dollars ($500,000,000); and

(15) Any guaranteed investment contract, including forward 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 unsecnred, uninsnred and unguaranteed dcbt
obligations or a claims-paying ability rated within the two highest rating categories of two or more
Rating Agencies. Only Pernlitted Investments described in clause (1) above and having matlllities equal
to or less than 30 years fi-om their date of delivery will be considered eligible for any
collateralization/delivery purposes for guaranteed investment contracts, FDAs or FPAs;

(16) Shares in a California common law trust established pnrsuant to Title 1, Division 7,
Chapter 5 of the Government Code of the State which consists exclusively of investments pennitted 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 I in each year in which any of the 2010 Bonds matnre by
their respective teffi1s; and with respect to any Parity Bond means the stated matnrity 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 l273(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 thc original purchaser thereof or the acquisition 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 Peffi1itted Investments on the date of use of Bond proceeds for acquisition
thereof, or if later, on the date that any Pennitted Investment becomes a Nonpnrpose 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 snrety bond issued by a commercial bank or insnrance company and deposited with the Trustee
pnrsuant to Section 5.03(c), provided that all of the following requirements are met: (a) the long-tenn credit
rating of such bank or insnrance company at the time of issuance of snch letter of credit or snrety 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 teffi1 of at
least twelve (12) months; (c) such letter of credit or snrety 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 tenns 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 Acconnt 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 Date, whether or not such day is a Business Day.

"Redemption Fund" means the fund by that name established by Section 5.04 hereof.

"Redevelopment Consnltant" 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:

(l) 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 regnlarly 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 includes any
amendment of said plan heretofore or hereafter made pursuant to the Law.

"Redevelopment Project" or "Project" means the undertaking of the Agency pursnant 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-

(l) 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 to the nature and scope of the examination or investigation upon
which the Report is based; and

(3) a statement that, in the opmlOn of such person or finn, sufficient examination or
investigation was made as is necessary to enable said consultant to express an infonned opinion with
respect to the subject matter referred to 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-EntIy 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 thereof 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 (i) 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 Annnal 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-Hill Companies, Inc., its
successors and assigns, and if such corporation shall for any reason no longer perfonn its functions of a
secnrities 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 20 I0 Bonds, all of the 20 I0 Bonds other than the 2010 Bonds
which are Tenn Bonds, and with respect to Parity Bonds, means all of the Bonds of such series of Parity Bonds
of such series which are not Tenn 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 an 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 Redevelopment 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 Consultant taking into account infonnation 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 respect to Parity Bonds shall contain the
infonnation required by Section 3.03 of the Indenture.

"Tax Revenues" means that pOliion of taxes annually alloeated 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 reimbursements (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) all
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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 I, 20_ and September I, 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 Celtificate 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 payments in the case of Permitted Investments which require payments in a fonn 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 Pennitted Investment or any series of the Bonds, as the case may be,
all computed as prescribed in the applicable 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 trust. The moneys in the Costs ofIssuance 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 Written Request 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 20I0 Bonds, the Agency may, by a Supplemental Indenture, issue
Parity Bonds payable 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 fOlth 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
allocated 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 Allowancc, as set forth in a Tax Revenue Certificate of the Agency taking into
account all Redevelopment Plan limitations, tax shating agreements and other factors which would cause a
reduction in Tax Revenues in any future Fiscal Year, will be at least eqnal to 125% of the Annnal Debt Service
coming due and payable in the corresponding Fiscal Year on all Bonds which will be Outstanding following the
issuance of snch Parity Bonds;

(c) The Agency shall certify to the Trustee that the issnance of such Parity Bonds shall not cause
the Agency to exceed any applicable limitations 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 Patity 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 anyone time;

(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 atlY March 1 or September 1, and (ii) the principal of such Parity Bonds shall be payable on
September 1 in atlY year, as detelmined 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 equal to the Reserve Requirement for all
outstanding Bonds, inclnding such Parity Bonds; and

(I) 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 Iudenture 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 Pality 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:

(l) Such proceeds shall be invested in Permitted Investments, and an amount equal to 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 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 shating 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 kumal Debt Service coming due and
payable in the corresponding 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 certitication shall
include the Escrowed Bonds allocable to such moneys so transferred ti-om 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 detennined 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.

Proceedings for Issuance of Parity Bonds. Whenever the Agency shall detennine 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 fonns of such Parity Bonds and providing the tenns, conditions, distinctive
designation, denominations, date, maturity date or dates, interest rate or rates (or the manner of detennining
same), redemption provisions and place or places of payment of principal or ofpreminm (if any) and interest on
snch Parity Bonds, and any other provisions respecting the Parity Bonds not inconsistent with the tenns 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.

(c) An opinion of Bond Counsel that the execution of the Supplemental Indenture has been
duly authorized by the Agency in accordance with the hldenture; 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
issuance 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
payable 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 20 I0 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 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 to 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 hold 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 portion 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 redevelopmeut 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 Pelmitted Investments. Investment earuings 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
otherwise 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 ACCOlll1t, the Reserve Account and the Redemption Fund. The Tax
Revenues shall be allocated 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 cxclusive benefit of the Bonds and shall be
irrevocable until all of the Bonds have been paid and retired or until 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 hldenture 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; Deposit 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
each 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 Acconnt, the Principal Acconnt 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 desi!,'llated in writing for
deposit in the Special Fund shall 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 F_uud; Establishment and Maintenance of Accounts. There is hereby established a special fund to 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 shall
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 tmst by the Trustee) in the following order of priority:
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(a) Interest Account. At least oue Business Day prior to each Interest Payment Date, the Trustee
shall transfer from the Bond 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
payable on the Outstanding Bonds on such Interest Payment Date. No deposit need be made into the Interest
Account if the amount contained therein is at least equal to the interest to become due on the next succeeding
Interest Payment Date npon 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 pursuant 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 in the Plincipal Account will be equal to 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 withdrawn
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 anl0unt 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 shall 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 20I0 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 intercst on or principal of or redemption premiums, 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
Outstanding, 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 othcrwise
provided in the Indenture, shall, if directed by the Agency, be transferred to the Bond Fund.

The Reserve Requirement may be satisfied, in whole or in part, by crediting to the Reserve Account
moneys, a Qualified Reserve Account Credit Instrument. Upon the deposit with the Trustee of such Qualified
Reserve Account Credit Instrument and delivery to the Trustee by the Agency of a written calculation of the
amount pennitted 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 fonn of one or more separate sub-accounts which are
established for the purpose of holding the proceeds of separate issues of the Bonds in confonnity with applicable
provisions of the Code.

(d) Surnlus. Except as may be otherwise provided in any Supplemental Indenture, the Agency shall
not be obligated to transfer 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 (c) and pursuant to any Supplemental Indenture, the Tmstee 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 pennitted by the Law.

Redemption Fund. The Redemption Fund shall be held by the Tmstee. On or before the Business Day
preceding any date on which the Bonds are to be redeemed pursuant to Section 4.0l(a), the Agency shall deposit
with the Tmstee 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
Tmstee 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 selies 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
series of Pality 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 Payment. The Agency will punctually payor cause to be paid the principal and interest to become due
in respect of all the Bonds in stlict confonnity with the tenns of the Bonds and of the Indenture, and it will
faithfully observe and perfonn all of the conditions, covenants and requirements of the Indenture and all
Supplemental Indentures alld 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 pemlitted by law.

Extension of Time for Payment. 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 alTangement 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 Outstanding and of all claims for interest
which shall not have been so extended or funded.

Against Encumbrances. 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 Outstanding.

Protection of Security and Rights of Bondowners. The Agency will preserve alld protect the security of the
Bonds alld the rights of the Bondowners, and will WalTant and defend their rights against all claims and demands
of all 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 alld discharge, or cause to be paid and discharged,
all taxes, service charges, assessments and other governmental chal'ges which may hereafter be lawfully
imposed upon the Agency or the properties then owned by the Agency in the Project Arca, or upon the revenues
therefi'om, when the smne 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 confonn with all valid requirements of any governmental
authority relative 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 confOlmity 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 tenn 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 corrcct cntrics shall be made of all transactions relating 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 to 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 pm1icipate in the disposition of any land or real propel1y 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 mnount 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 fall
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 Revenues 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 including without limitation the timely filing of any 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 intention or to facilitate
the perfonnance of the Indenture and for the better assming and confinning 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.
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Federal Guarantee ProhiQjtion. The Agency shall not take any action or pennit or suffer any action to 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 Reguirement. The Agency shall take any and all actions necessary to assure compliance with Section
148(1) of the Code, relating to 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 pennit 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 issuance 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 is pennitted 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 thc amount oftaxes which can be allocated to the Agency pursuant to Section 33333.2(1)
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 shall not be considered an Event of
Default; however, thc Trustee shall, at the written request of any participating underwriter or the Owners of at
least 25% aggregate principal amount of Outstanding Bonds, but only to the extent the Trustee has been
indemnified from and against any loss, cost, expense, claim or liability, including, without limitation, 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 perfonnance 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 cumulative annual debt service on any Subordinate Debt and in the event such
review indicates any such limits may be exceeded while the Bonds remain Outstanding, the Agency shall take
appropriate steps to avoid 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 Dcfault, and after the curing or waiver
of all Events of Default which may have occurred, perfonn 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 dutics or obligations not expressly set forth in the Indenture shall be implied. The Trustee
shall, during the existcnce of any Event of Default (which has not been cured or waived), exercise such of the
rights and powers vested in it 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
instrument or concurrent instmments in writing signed by the Owners of not less than a majority in aggregate
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principal amouut of the Bonds then Outstanding (or their attorneys duly authorized in wIiting), 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.

(d) Any removal or resignation of the Trustee and appointment of a successor Trustee shall becomc
effective upon acceptance of appointment by the successor Trustee. If no successor Tmstee 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, lights, powers, trusts, duties and obligations of such predecessor
Trustee, with like effect as if originally 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 to 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, cstates, 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 hldenture 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 or examining authoIity
above refelTed 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 thc Trustee shall cease to be eligible 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 all 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 shall 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 contained 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 willful misconduct. The Trustee 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 ifit were not Trustee and, to the extent pelmitted 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 Outstanding.

(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 Trustce 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 liable 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 Defanlt 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 ti,e Indenture, the Trustee shall 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 cOffilection 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 deposit of Tax Revenues into the Boud 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).

(f) 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 cvent of enforced delay ("unavoidable delay") in the performance
of such obligations due to unforeseeable 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 iuvolving 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 control 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 executed instructions
and/or directions, (ii) 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, resolution, request,
consent, order, certificate, requisition, report, opinion, bonds or other paper or doeument 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, ifrequired, and his title thereto is established to the satisfaction of the Trustee.

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 thc
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 certifieate.

No provision in the Indenture shall require the Trustee to risk or expend its own funds or otherwise
incur any financial liability under the Indenture. The Trustee shall be entitled 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 inspeetion 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 also all reasonable expenses, charges, legal and
consulting fees and other disbursements and those of its attomeys, agents and employees, incurred in and about
the performance of its powers and duties under the Indenture.

The Agency further covenants and agrees to indell1l1ify 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 employees. The obligations of the Agency under this paragraph shall survive resignation or
removal of the Trustee under the Indenture and payment of the Bonds and discharge of the Indenture.

Deposit and Investm,ent, 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 Pcrmitted 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 (l) Business Day. In the
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absence of any such direction provided by the Treasurer of the Agency, the Trustee shall invest any such
moneys in Pennitted Investments 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 moneys in any fund shall be deemed to be paTt 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 ternlS
mature prior to the date on which such moneys are required to be paid out 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 fumish the Agency periodic cash transaction statements which shall include detail for
all investment 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 investtnent 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 e01111ection 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
investments made pursuant to 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 ease of the
Reserve Aecount (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
available 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 corporatc 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. It 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 jurisdiction 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 therewith, it may be necessary that the Agency appoint an additional individual or
institution as a separate or co tmstee. 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 co tmstee,
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 separate or co-tmstee 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 instmment 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, tmsts, 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, tmsts, duties and
obligations of such separate or eo trustee, so far as permitted by law, shall vest in and be exercised by the
Tmstee 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 Tmstee may, at the expense and
with the prior written consent of the Agency, appoint any agent of the Tmstee in New York, New York or Los
Angeles or San Francisco, Califomia for the purpose of administering the transfers or exchanges of Bonds or for
the performance of any other responsibilities of the Tmstee nnder the Indenture.

Rebate of Excess Investment Eamings 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 hlVestment Eamings. 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
eamings (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 infOlm the Trustee how frequently calculations are to be made,
and shall ensure that a copy of all such calculations is given promptly to 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 (a), 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 aud owing under this subsection
(b) and under the Code, the Trustee shall withdraw from the Rebate Account and transfer to the Agency all
amounts remaining 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
calculations or enforce compliance by the Agency with such rebate requirements.

(c) Investment Transactions. The Agency shall assure that Excess Investment Eamings 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.

D-21



(d) Maintenance of Records. The Agency shall keep, and retain for a period of six (6) years
following the retirement ofthe Bonds, records of the detenninations made pursuant to the Indenture.

(e) Enl!al!ement 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.

(f) 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 opinion 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.

Modification Or Amendment Of The Indenture

Amendments Pernlitted. Inc Indenture and the lights 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 affifUlative vote at
a meeting of Bondowners or with the wlitten consent without a meeting 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. No such modification or amendment shall (l) 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) pefUlit the creation
by the Agency of any mortgage pledge or lien upon the Tax Revenues supelior 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 affilmative vote or written consent to an amendment or modification or (3)
modify any of the rights or obligations of the Trustee without its written assent thereto.

The Indentnre and the rights and obligations of the Agency and of the Owners ofthe 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 pennitted by law and only for anyone 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

(b) 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

(c) 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 tefUls 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 snch 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 amending the provisions of the Bonds or of the Indenture or any Supplemental
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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 mailed by the Agency to each registered Owner of Bonds Outstanding, but failure to
mail copies of such Supplemental hldenture and request shall not affect the validity of the Supplemental
Indenture when assented to as in the Indenture provided.

Such Supplemental Indenture shall not beeome 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 Bouds 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 sueh 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 mail a notice to the Bondowners in the maJiller hereiubefore 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 to mail copies of said notice shall not affect the validity of the
Snpplemental 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 hldenture 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 tbe 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, exeepting any pension or
retirement fund, shall not be deemed Outstanding for the purpose of any vote, consent or other action or any
calculation of OutstaJlding Bonds provided for in the Indenture, aJld shall not be entitled to vote upon, eonsent
to, or take any other action provided for in the Indenture.

Effect of Supplemental Indenture. From and after the time any Supplemental Indenture becomes effeetive
pursuant to the Indenture, the Indenture shall be deemed to be modified aJld amended in accordance therewith,
the respective rights, duties and obligations under the Indenture of the Agency and all Owners of Bonds
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 telIDS and conditions ofthe 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 confonn 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 Bouds 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 notation 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 Defanlt And Remedies Of Bondowners

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

(a) if default 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 declaratiou or otherwise;

(b) 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 (30) 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 thilty (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 seeking reorganization or ammgement 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, seeking 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 court of competent jurisdiction shall assume
custody 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, to be due and payable immediately, 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 available to the Trustee and the
Bondowners in law or at equity.

Immediately upon obtaining 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 plincipal 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 (c) above the Trustee shall, and
with respect to any Event of Default described 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 auy time after the principal of the Bonds
shall have been so declared due and payable, aud before any judl,'lnent 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 all
the Bonds, with interest on such overdue installments of principal aud interest at the net effective rate then boruc
by the Outstanding Bonds, and the reasonable fees and expenses of the Trustee, and auy and all other defaults
known to the Trustee (other than in the payment of principal of and interest on the Bonds due aud 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, no such rescission and annulment shall extend to or shall affect any subsequent
default, or shall impair or exhaust any right or power consequent thereon.

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

Application of Fnnds Upon Acceleration. All of the Tax Revenues and all sums in 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, shall be applied by the Trustee in the following order upon presentation of the several Bonds, aud the
stamping thereon of the payment if only partially paid, or upon the surrender thereof if fully 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 aud unpaid upon the Bonds for principal aud
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 in 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 interest, or interest over principal, or of any installment of interest over any other installment of
interest, or any Bond over auy 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 ofa 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, discontinuauce, 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 majority
in principal amount of the Ontstanding Bonds under the Indenture opposing such discontinuance, withdrawal,
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,
unless (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 grauted 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 aud liabilities to be incurred in compliance with snch request; and (d) the
Trustee shall have refused or omitted to comply with sneh request for a period of thirty (30) days after such
written request shall have been received by, and said tender of indemnity shall have been made to, the Trustee.
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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 Owuers of Bouds 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 in the manner in the Indenture provided and for the equal benefit of all Owners of
the Outstanding 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 absolute 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 snch light or power or shall be construed to be a
waiver of any such default or an acquiescence therein, and every power and remedy conferred upon the
Bondowners by the Law or by the Indenture may be enforced and exercised fi'om 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 shall 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 bling 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 Trustee is hereby appointed (and the
successive respective Owners of the Bonds issned under the Indenture, by taking and holding the same, shall be
conclusively deemed so to have appointed it) the true and lawful attomey 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 indemnified to its
satisfaction by the Owners from any liability or expense, including attorneys' fees. All rights of aetion 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 Indentnre. If the Agency shall pay and discharge the entire indebtedness on all Bonds Outstanding
in anyone or more of the following ways:
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(l) 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;

(2) 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 accouuts established pursuant to the Indenture is fully
sufficient to pay all Bonds Outstanding, including all principal, interest and redemption premiums; or

(3) by irrevocably depositing with the Trustee, in (just, 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 shall have
been made for the giving of such notice,

then notwithstlmding that any Bonds shall not have been sUlTendered for payment, the pledge of the Tax
Revenues and other funds provided for in the Indentnre and all other obligations of the Agency under the
Indenture with respect to all Bonds Outstanding shall cease and tenninate, except only the obligation of the
Agency to payor cause to be paid to the Owners of the Bonds not so sUlTendered 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 payor 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 dne and payable upon such Bonds in accordance
with the provisions of clauses (I), (2) and (3) above, such Bonds, or portions thereof, shall cease to be entitled 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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APPENDIXE

FORM OF BOND COUNSEL OPINION

______,2010

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

Redevelopment Agency of the City of San Diego
Naval Training Center Redevelopment Project

Tax Allocation Bonds, 20 I0 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, 20 I0 Series A (the "2010 Bonds"), issued pursuant to the provisions of the Community Redevelopment
Law of the State of Califomia (being Part I of Division 24 of the Health and Safety Code of the State of
Califomia), as amended, and a Trust Indenture, dated as of August 1,2010, by and between the Agency and
U.S. 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 comlection, 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 20 I0 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
infoml 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 201 0 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 dne and legal execution and
delivery thereof by, and validity against, any parties other than the Agency. We have assumed, without
undertaking to verify, the accuracy of the factual matters represented, warranted or certified in the documents,
and of the legal conclusions contained in the opinions, 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
201 0 Bonds, the Indenture and the Tax Certificate and their enforceability may be subject to bankruptcy,
insolvency, reorganization, alTangement, 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

B-1



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 faimess 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:

1. The 2010 Bonds constitute valid and binding limited obligations of the Ageucy.

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
intcrcst on the 2010 Bonds, of the Tax Revenues and any other amounts (including proceeds of the sale of the
20 I0 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 20 I0 Bonds are not a lien or charge upon the funds or propcrty 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 20 I0 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 pricc of a 2010 Bond (the first price at which a substantial
amount of the 20I0 Bonds of a matmity 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 issuc discount accrues under a
constant yield method, and origiual issue discount will accrue to a Bondowner before receipt of cash attributable
to such excludable income. The amount of original issue discount deemed received by a Bondowner will
increase the Bondowner's basis in the applicable 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 20I0 Bond (generally the purchase price) exceeds the amount payable on maturity (or on an
earlier call date) constitutes amortizable 20I0 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 less (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 subscqucnt 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 Oliginal issue discount) on the
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20I0 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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APPENDIXF

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 Angnst 1,2010 (the "Indentnre"), between the
Agency and U.S. Bank National Association, as Trustee. In connection 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 fhe benefit of the holders and beneficial owners of the Bonds and in order to
assist 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 tenn used in this Disclosure Certificate unless otherwise defined in this Section, the following
capitalized tenns shall have the following meanings when used in this Disclosure Certificate:

"Annual Report" shall mean any Annual Report provided by the Agency pursuant to, and as
described in, Sections 3 and 4 of this Disclosure Certificate.

"Dissemination Agent" shall mean the Agency, acting in its capacity as Dissemination Agent
hereunder, or any successor Dissemination Agent designated in writing by the Agency and which has
filed with the Agency and the Trustee a written acceptance of such designation.

"Listed Events" shall mean any of the events listed in Section 5(a) ofthis 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
hlfonnation Repository for purposes of the Rule. The National Repositories cun-ent1y recognized by the
Securities and Exchange Commission are set forth in the SEC website located at http://www.sec.gQ-Y
linfo/municipallmmsir.htm.

Bonds.
"Official Statement" means the Official Statement, dated ~, 2010, relating to the

"Participating Underwriters" shall mean the original Underwriters of the Bonds required to
comply with the Rule in cOl11lection with offering of the Bonds.

"Repository" shall mean fhe National Repository and each State Repository, if any.

"Rule" shall mean Rule 15c2-12(b)(5) 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 fhe Rule and recognized as such by the Securities
and Exchange Commission. As of the date of this Disclosure Certificate, there is no State Repository.
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Section 3. Provision of Annual Reports.

(a) The Agency shall, or upou writteu directiou shall cause the Dissemiuation Agent to, uot later
than 270 days after the end of the Agency's fiscal year (which cun'ently 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 Almual Report to the Dissemination Agent (if other than the Agency). The
Annual RepOli may be submitted as a single document or as separate documents comprising a package, and may
include by reference other infOlmation 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
Dissemination Agent to the effect that such Annual Report constitutes the Annual Report required to be
furnished by it hereunder. The Dissemination Agent may conclusively rely upon such celiification of the
Agency and shall have no duty or obligation to review such Annual Report.

(b) If the Agency is unable to provide to the Repositories an Annual Report by the date required in
subsection (a), the Agency shall send a notice to the Muuicipal Securities Rulemaking Board and any
appropriate State Repository.

(c) The Dissemination Agent shall:

(i) determine each year prior to the date for providing the Almual 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 infonnation 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 RepOlt shall contain or incorporate
by reference the following:

(a) Audited Financial Statements prepared in accordance with generally accepted
accounting principles as promulgated to apply to governmental entities from time to time by the
Governmental Accounting Standards Board. If the Agency's audited financial statements are not
available by the time the Almual Report is required to be filed pursuant to Section 3(a), the Annual
Report shall contain unaudited financial statements in a fonnat similar to the financial statements
contained in the final Official Statement, and the audited financial statements shall be filed in the same
manner as the Annual Report when they become available.

(b) Financial infonnation and operating data with respect to the Redevelopment Project for
the prior Fiscal Year of the type included in the Official Statement, in the following categories (to the
extent not included in the Agency's audited financial statements): (i) assessed values of the Project
Areas; (ii) list of top ten largest local secured property taxpayers within the Project Areas; (iii)
calculation of the debt service coverage ratio for such Fiscal Year, including any Parity Bonds,
calculated in the same manner as provided in the Official Statement under the Section entitled "THE
PROJECT AREA - Projection of Tax revenues and Estimated Coverage" and (iv) a description of
outstanding indebtedness payable from Tax Revenues issued during such Fiscal Year.

Ally or all of the items listed 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 available from the Repositories. The Agency shall clearly identify each such other
document so included 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 OCCUlTence of any of the following events with respect to the Bonds, if material:

(I) Principal and interest payment delinquencies.
(2) Non-payment related defaults.
(3) Unscheduled draws on debt service reserves reflecting financial difficulties.
(4) Unscheduled draws on credit enhancements reflecting financial difficulties.
(5) Substitution of credit or liquidity providers, or their failure to perfonn.
(6) Adverse tax opinions or events affecting the tax-exempt status of the security.
(7) Modifications to lights of security holders.
(8) Contingent or unscheduled bond calls.
(9) Defeasances,
(10) Release, substitution, or sale of property securing repayment of the securities.
(II) Rating changes.

(b) Whenever the Agency obtains knowledge of the occun'ence of a Listed Event, the Agency shall
as soon as possible detemline if such event would be material under applicable Federal securities law.

(e) If the Agency deteffilines 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 deteffilines 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) ofthe underlying event is given to the holders of affeetcd Bonds pursuant to the Indenture.

Section 6. Termination of Reporting Obligation. The Agency's obligations under this
Disclosure Certificate shall teffilinate upon the legal defeasance, prior redemption or payment in full of all of the
Bonds or upon the delivery to the Agency and the Dissemination Agent (if not the same as the Agency) of an
opinion of nationally recognized bond counsel to the effect that continuing disclosure is no longer requircd. If
such teffilination occurs prior to the final maturity of the Bonds, the Agency shall give notice of such
tennination in the same manner as for a Listed Event under Section 5(c).

Section 7. Dissemination Agent. The Agency may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may
discharge any such Dissemination Agent, with or without appointing a successor Dissemination Agent. The
initial Dissemination Agent shall be the Agency. The Dissemination Agent, if other than the Agency, may resign
as Dissemination Agent by providing thirty days written notice to the Agency and the Tmstee. 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
infoffilation report nor shall the Dissemination Agent be responsible for filing any report not provided to it by
the Agency in a timely manner and in a fOffil suitable for filing.

The Agency may satisfy its obligations hereunder to file any notice, document or infoffilation 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 infonnation for transmission to such National Repository or State Repository, to the extent
peffilitted by the SEC or SEC staff or required by the SEC. For this purpose, pennission shall be deemed to have
been granted by the SEC staff if and to the extent the dissemination agent or conduit has received an interpretive
letter, which has not been revoked, tram 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 Disclosure
Certificate, the Agency may amend this Disclosure Certificate, and any provision of this Disclosure Certificate
may be waived (provided no amendment that modifies or increases its duties or obligations of the Dissemination
Agent shall be effective without the consent of the Dissemination Agent), provided that the following conditions
are satisfied:

(a) if the amendment or waiver relates to the provisions of Sections 3(a), 4 or Sea), it may
only be made in connection with a change in circumstances that arises from a change in legal
requirements, change in law, or change in the identity, nature, or status of an obligated person with
respect to the Bonds, or type of business conducted;

(b) 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 accOlmt any amendments or interpretations of the Rule,
as well as any change in circumstances; and

(c) the proposed amendmcnt or waiver either (i) is approved by holders of the Bonds in the
manner provided in the Indenture for amendments to the Indenture with the consent of holders, or (ii)
does not, in the opinion of nationally recognized bond counsel, materially impair the interests of the
holders or beneficial owners ofthe Bonds.

If the ammal 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 fonn, the reasons for the amendment
and the impact of the change in the type of operating data or financial infoffi13tion being provided.

If an amendment is made to the undcrtaking specifying the accounting principles to be followed in
preparing financial statements, the annual financial infonnation for the year in which the change is made shall
present a comparison between the financial statements or infonnation prepared on the basis of the new
accounting principles and those prepared on the basis of the former accounting plineiples. The comparison shall
include a qualitative discussion of the differences in the accounting principles and the impact of the change in
the accounting principlcs 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 mamler as for a Listed Event under Section S(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 to 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 bc an action to compcl performance.
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Section 11. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and the Agency
agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and agents, harmless
against any loss, expense and liabilities which it may incur arising out of or in the exercise or performance of its
powers and duties hereunder, including the costs and expenses (including attorneys fees) of defending against
any claim of liability, but excluding liabilities due to the Dissemination Agent's negligence or willful
misconduct. The Dissemination Agent shall be paid compensation by the Agency for its services provided
hereunder in accordance with its schedule of fees as amended from time to time and shall be reimbursed for all
expenses, legal fees and advances made or incUlTed by the Dissemination Agent in the perfonnance 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 t6 or arising from any breach of any obligation of
the Dissemination Agent. The obligations of the Agency nnder this Section shall survive resignation or removal
ofthe Dissemination Agent and payment of the Bonds.

Section 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the
Agency, the Dissemination Agent, the Participating 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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APPENDIXG

BOOK-ENTRY ONLY SYSTEM

THE INFORMATION IN THIS APPENDIX G HAS BEEN PROVIDED BY THE DEPOSITORY
TRUST COMPANY ("DTC"), NEW YORK, NEW YORK, FOR USE IN SECURITIES OFFERING
DOCUMENTS, AND THE AGENCY TAKES NO RESPONSIBILITY FOR THE ACCURACY OR
COMPLETENESS THEREOF. THE AGENCY CANNOT GIVE ANY ASSURANCES THAT DTC, DTC
PARTICIPANTS OR INDIRECT PARTICIPANTS WILL DISTRIBUTE THE BENEFICIAL OWNERS
EITHER (A) PAYMENTS OF INTEREST, PRINCIPAL OR PREMIUM, IF ANY, WITH RESPECT TO THE
BONDS OR (B) CERTIFICATES REPRESENTING OWNERSHIP INTEREST IN OR OTHER
CON'FIRMATION 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.

I. 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 Cedc & 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 thc
Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 2 million issues of U.S. and
non-U.S. equity issues, corporate and municipal debt issues, and money market instruments from over 85
countries that DTC's participants ("Direct Participants") deposit with DTC. DTC also facilitates the post-trade
settlement among Direct Participants of sales and other secmities transactions in deposited securities, through
electronic computerized book-entry transfers and pledges between Direct PaIiicipants' accounts. This eliminates
the need for physical movcment of securities celiificates. Direct PaIiicipaIlts include both U.S. and non-U.S.
secmities brokers and dealers, banks, trust companies, clearing corporations, aIld 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 AmericaIl Stock Exchange LLC, and the National Association of Securities
Dealers, Inc. Access to the DTC system is also available to others such as both U.S. and non-U.S. securities
brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a custodial
relationship with a Direct Participant, either directly or indirectly ("Indirect 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.dtcc.com.

3. Purchases of Securities under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Securities on DTC's records. The ownership interest of each actual purchaser
of each Security ("Beneficial Owner") is in turn to be recorded on the Direct and Indirect PaIiicipants' records.
Beneficial Owners will not receive written confirmation from DTC of their purchase. Beneficial Owners are,
however, expected to receive written confinnations providing details of the transaction, as well as periodic
statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered
into the transaction. Transfers of ownership interests in the Securities are to be accomplished by 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 paIinership 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 actnal Beneficial Owners of the Securities; DTC's records reflect only the identity of the
Direct Participants to whose accounts such Securities are credited, which mayor may not be the Beneficial
Owners. The Direct and Indirect Participants will remain responsible for keeping account of their holdings on
behalf of their customers.

5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners
will be governed by arrangements among them, subject to any statutory or regulatory requirements as may be in
effect from time to time.

6. Redemption notices shall be sent to DTC. If less than all of the Secmities within an issue are
being redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct Pmiicipant in
such issue to be redeemed.

7. Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
SecUlities unless autborized by a Direct Pmiicipant in accordance with DTC's Procedures. Under its usual
procedures, DTC mails an Onmibus 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 Onmibus 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 Pmiicipants' accounts upon DTC's receipt of funds and corresponding detail
information from the issuer or the paying agent or bond trustee, on payablc date in accordance with their
respective holdings shown on DTC's records. Payments by Pmiicipants to Beneficial Owners will be governed
by standing instructions and customary practices, as is the case with secmities held for thc 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
requircments as may be in effect from time to 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
Direct Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial
Owners will be the responsibility of Direct and Indirect Participants.

NEITHER THE AGENCY NOR THE TRUSTEE WILL HAVE ANY RESPONSIBILffY 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
time by giving reasonable notice to the issuer or the payiug 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 secmities depository). In that event, Security certificates will be printed and delivered.
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