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No dealer, broker, salesperson, or other person has been authorized by the City, the Authority, or the
Financial Advisors to give any information or to make any representation other than those contained in this Official

Statement, and, if given or made, such other information or representation must not be relied upon as having been
authorized by any of the foregoing. This Official Statement does not constitute an offer to sell or the solicitation of

an offer to buy, nor shall there be any sale of the Bonds by any person in any jurisdiction in which it is unlawful for
such person to make such offer, solicitation, or sale.

This Official Statement is not to be construed as a contract with the purchasers of the Bonds. Statements
contained in this Official Statement which involve estimates, forecasts, or matters of opinion, whether or not
expressly so described herein, are intended solely as such and are not to be construed as representations of fact.

This Official Statement and the information contained herein are subject to completion or amendment
without notice and neither delivery of this Official Statement nor any sale made hereunder shall, under any
circumstances, create any implication that there has been no change in the affairs of the City or any other parties
described herein since the date hereof° These securities may not be sold nor may an offer to buy be accepted prior to
the time the Official Statement is delivered in final form. This Official Statement is being submitted in connection
with the sale of the Bonds referred to herein and may not be reproduced or used, in whole or in part, for any other
purpose, unless authorized in writing by the City. All summaries of documents and laws are made subject to the
provisions thereof and do not purport to be complete statements of any or all such provisions.

The Underwriter has provided the following sentence for inclusion in this Official Statement:

The Underwriter has reviewed the information in this Official Statement in accordance with, and as part of,
its responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this
transaction, but the Underwriter does not guarantee the accuracy or completeness of such information.

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 a "plan," "expect," "estimate," "project," "budget" or similar words. Such forwardolooking statements include,
but are not limited to certain statements contained in the information under the caption APPENDIX A -- "THE
CITY OF SAN DIEGO."

The achievement of certain results or other expectations contained in such forward-looking
statements involve known and unknown risks, uncertainties and other factors which may cause actual results,
performance or achievements described to be materially different from any future results, performance or
achievements expressed or implied by such forward-looking statements. The City does not plan to issue any
updates or revisions to the forward-looking statements set forth in this Official Statement. In evaluating such
statements, potential investors should specifically consider the various factors which could cause actual events
or results to differ materially from those indicated by such forward-looking statements°

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITER MAY
OVERALLOT OR EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET
PRICE OF THE BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE
OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
THE UNDERWRITER MAY OFFER AND SELL THE BONDS TO CERTAIN DEALERS AND DEALER
BANKS AND BANKS ACTlNG AS AGENT AND OTHERS AT PRICES LOWER THAN THE PUBLIC
OFFERING PRICE STATED ON THE COVER PAGE HEREOF AND SAID PUBLIC OFFERING PRICE
MAY BE CHANGED FROM TIME TO TIME BY THE UNDERWRITER.

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED, IN RELIANCE UPON AN EXEMPTION CONTAINED IN SUCH ACT AND HAVE NOT
BEEN REGISTERED OR QUALIFIED UNDER THE SECURITIES LAWS OF ANY STATE.
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$15,255,000
CITY OF SAN DIEGO/MTDB AUTHORITY

2003 Lease Revenue Refunding Bonds
(San Diego Old Town Light Rail Transit Extension Refunding)

INTRODUCTION

This introduction contains only a brief summary of certain terms of the Bonds being offered

and a brief description of the Official Statement. All statements contained in this Official Statement

are qualified in their entirety by reference to the more detailed information included and referred to
elsewhere in this Official Statement. References to, and summaries of provisions of the Constitution

and laws of the State of California and any documents" referred to herein do not purport to be
complete and such references are qualified in their entirety by reference to the complete provisions.
The offering of the Bonds to potential investors is made only by means of the entire Official
Statement. Capitalized terms used in this Official Statement and not otherwise defined herein shall

have the respective meanings assigned to them in "APPENDIX C--SUMMARY OF PRINCIPAL
LEGAL DOCUMENTS. "' This Official Statement speaks only as of its date, and the information

contained herein is subject to change.

General

The purpose of this Official Statement, including the cover page and the Appendices hereto,
is to provide certain information in connection with the sale and delivery of the City of San
Diego/MTDB Authority 2003 Lease Revenue Refunding Bonds (San Diego Old Town Light Rail
Transit Extension Refunding) (the "Bonds") in the aggregate principal amount of $15,255,000. The
Bonds, in book-entry form, are issued pursuant to a Trust Indenture dated as of May 1, 2003 (the
"Indenture"), by and between the City of San Diego/MTDB Authority, a joint exercise of powers
agency (the "Authority"), and Wells Fargo Bank, National Association, Los Angeles, California
organized under the laws of the United States, as Trustee (the "Trustee").

The Indenture provides that the Trustee will apply Lease Payments (defined below) and other
monies received by it for the benefit of the registered owners of the Bonds (the "Owners") and will

perform certain other functions.

The Bonds are being issued (i) to refund $16,005,000 aggregate principal amount of the City
of San Diego/MTDB Authority 1993 Lease Revenue Bonds (San Diego Old Town Light Rail Transit
Extension) originally issued in the aggregate principal amount of $19,515,000 (the "1993 Bonds") to
finance a portion of the acquisition, installation, equipping and construction of an extension to the
San Diego Light Rail Transit System to Old Town San Diego (the "1993 Project"); (ii) to acquire a
debt service reserve fund surety bond, and a financial guaranty insurance policy for the Bonds; and
(iii) to pay certain costs of issuance. See "THE REFUNDING PLAN," "THE 1993 PROJECT" and
"ESTIMATED SOURCES AND USES OF FUNDS."

The Authority

The Authority is a joint exercise of powers agency organized under the laws of the State of
California (the "State") and composed of the City of San Diego (the "City") and the San Diego
Metropolitan Transit Development Board ("MTDB'). The Authority was formed to assist in the



financing and refinancing of public capital improvements. The MTDB and the City are each
sometimes referred to herein as a "Member" of the Authority. See "THE AUTHORITY" herein.

The City

The City is a chartered city located in Southern California. San Diego is the seventh largest
city in the United States, the second largest city in California and is one of the fastest growing cities
in the State. For certain historical, statistical and financial information with respect to the City, see
"APPENDIX A--THE CITY OF SAN DIEGO." The audited financial statements of the City for
Fiscal Year ended June 30, 2002 are attached hereto as "APPENDIX B--CITY AUDITED

FINANCIAL STATEMENTS FOR FISCAL YEAR ENDED JUNE 30, 2002." These financial

statements, including the auditor's report and notes thereto, should be read in their entirety.

Security for the Bonds

The Bonds are limited obligations of the Authority payable solely from Revenues, consisting
primarily of lease payments to be made by the City (the "Lease Payments") for the use and

occupancy of the right-of-way necessary to operate the 1993 Project and a portion of a light rail
transit system maintenance yard (collectively, the "Property") and other available monies, as
provided in the Amended and Restated Lease Agreement, dated as of May 1, 2003, between the
Authority and the City (the "Lease Agreement"). See "THE PROPERTY" herein. The Lease

Payments are to be paid by the City as consideration for the rental of the Property. The Lease
Payments due under the Lease Agreement are subject to abatement in the event of damage,
destruction, condemnation or title defects substantially interfering with the use or right of possession

by the City of the Property. The amount of such abatement shall be such that the resulting Lease
Payments represent fair consideration for the use and possession of portions of the Property not

destroyed, damaged, taken or subject to title defect. Such abatement shall continue for the period
commencing with the date of such damage, destruction, condemnation or title defect and ending with
the restoration of the Property to tenantable condition. See "SECURITY AND SOURCES OF
PAYMENT FOR THE BONDS."

The City has covenanted under the Lease Agreement that, as long as the Property is available
for the City's use and occupancy, it will take such action as may be necessary to include the

applicable Lease Payments and Additional Lease Payments due in each year in its annual budget and
to make the necessary appropriations therefor. Said covenants on the part of the City are deemed by
the City to be and shall be construed to be ministerial duties imposed by law. The City has also
covenanted under the Lease Agreement subject to certain limitations to maintain certain levels of

liability, property damage, casualty and rental interruption insurance in connection with the Property,
some of which may be provided by self-insurance of the City or MTDB, and to obtain title insurance
with respect to the Property. See "SECURITY AND SOURCES OF PAYMENT FOR THE
BONDS."

Pursuant to the Indenture, a Reserve Fund is established as additional security for the Bonds
and is required to be maintained at a level equal to the Reserve Requirement. The Reserve

Requirement will initially be satisfied with a debt service reserve fund surety bond issued by Ambac
Assurance Corporation. See "SECURITY AND SOURCES OF PAYMENT FOR THE BONDS."
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Bond Insurance

Concurrently with the execution and delivery of the Bonds, the Authority has arranged for
Ambac Assurance Corporation (the "Insurer") to deliver to the Trustee a financial guaranty insurance

policy (the "Policy"). The Policy will guarantee the scheduled payments when due of the principal
of and interest on the Bonds. See "BOND INSURANCE" herein.

Bonds Constitute Limited Obligations

The Bonds are limited obligations of the Authority and are not secured by a legal or equitable
pledge of, or charge or lien upon, any property of the Authority or any of its income or receipts,

except the Revenues. Neither the full faith and credit of the Authority, the City, any Member of the
Authority, the State of California, nor any political subdivision thereof is pledged for the payment of
the interest on or principal of the Bonds nor for the payment of Lease Payments. Neither the

payment of the principal of or interest on the Bonds nor the obligation to make Lease Payments
constitutes a debt, liability or obligation of the Authority, the City, any Member of the Authority, the
State of California, nor any political subdivision thereof for which any such entity is obligated to levy

or pledge any form of taxation or for which any such entity has levied or pledged any form of
taxation.

The Bonds

Interest on the Bonds is payable semiannually on June 1 and December 1 of each year,

commencing on December 1, 2003 (each an "Interest Payment Date"). See "THE BONDS_eneral
Provisions" herein. The Bonds will be issued in book-entry form only and, when delivered, will be

registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York,
New York ("DTC"), which will act as securities depository for the Bonds. Individual purchases of
the Bonds will be made in book-entry form only. Purchasers of the Bonds will not receive
certificates representing their ownership interests in the Bonds purchased. The Bonds will be issued

in the principal amount of $5,000 and integral multiples thereof. Principal, premium, if any, and
interest payments due on the Bonds are payable directly to DTC by the Trustee. Upon receipt of
payment of principal, premium, if any, and interest, DTC will in turn distribute such payments to the
beneficial owners of the Bonds. See "THE BONDS--General Provisions" and "APPENDIX F--
BOOK-ENTRY SYSTEM."

Redemption

The Bonds are subject to extraordinary and optional redemption, as described herein. See

"THE BONDS--Redemption."

Bond Owners' Risks

Certain events could affect the ability of the City to make the Lease Payments when due. See
"RISK FACTORS" for a discussion of certain factors that should be considered, in addition to other
matters set forth herein, in evaluating an investment in the Bonds.

Tax Matters

In the opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport
Beach, California ("Bond Counsel"), under existing statutes, regulations, rulings and judicial
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decisions, and assuming certain representations and compliance with certain covenants and

requirements described herein, the interest (and original issue discount) on the Bonds is excluded

from gross income for federal income tax purposes and is not an item of tax preference for purposes
of calculating the federal alternative minimum tax imposed on individuals and corporations. In the
further opinion of Bond Counsel, the interest (and original issue discount) on the Bonds is exempt
from State of California personal income tax. See "TAX MATTERS" herein.

Continuing Disclosure

The City on behalf of the Authority will execute a Continuing Disclosure Agreement under

which it will covenant for the benefit of Owners to provide, or cause to be provided, to each
nationally recognized municipal securities information repository and any public or private
repository or entity designated by the State as a state repository for purposes of Rule 15c2-12(b)(5)

(the "Rule") adopted by the Securities and Exchange Commission (each, a "Repository") certain
financial information and operating data relating to the City by no later than April 11 of each Fiscal
Year, commencing with Fiscal Year 2004 and to provide notices of the occurrence of certain
enumerated events, if material. These covenants have been made in order to assist the Underwriter in
complying with the Rule. See "CONTINUING DISCLOSURE" herein and "APPENDIX E--

FORM OF CONTINUING DISCLOSURE AGREEMENT" attached hereto for a description of the
specific nature of the annual report and notices of material events and a summary description of the
terms of the disclosure certificate pursuant to which such reports are to be made.

Professionals Involved in the Offering

Wells Fargo Bank, National Association, Los Angeles, California, will act as Trustee with

respect to the Bonds. The Bonds will be delivered subject to the approval as to their legality by
Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, California, Bond
Counsel. Certain legal matters will be passed upon for the City by the City Attorney and for the
Authority by its General Counsel. U.S. Bank National Association, Los Angeles, California, will act
as Escrow Bank with respect to the 1993 Bonds. Public Resources Advisory Group, New York New
York, will serve as Financial Advisor to the City. The City's financial statements for the Fiscal Year

ended June 30, 2002 included as APPENDIX B hereto have been audited by Calderon, Johan &
Osborn, an Accountancy Corporation, San Diego, California. See caption "FINANCIAL
STATEMENTS OF THE CITY."

Forward Looking Statements

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," "project,"
"budget" or other similar words. Such forward-looking statements include, but are not limited to,
certain statements contained in the information under "APPENDIX A--THE CITY OF SAN

DIEGO." Investors are cautioned not to place undue reliance on these forward-looking statements,
which speak only as of the date hereof.

THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS
CONTAINED IN SUCH FORWARD-LOOKING STATEMENTS INVOLVE KNOWN AND



UNKNOWN RISKS, UNCERTAINTIES AND OTHER FACTORS WHICH MAY CAUSE

ACTUAL RESULTS, PERFORMANCE OR ACItlEVEMENTS DESCRIBED TO BE
MATERIALLY DIFFERENT FROM ANY FUTURE RESULTS, PERFORMANCE OR
ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH FORWARD-LOOKING
STATEMENTS.

Summaries Not Definitive

Brief descriptions of the Bonds, the Authority, the City, the 1993 Project and the Property are
included in this Official Statement, together with summaries of the Lease Agreement and the

Indenture. Such descriptions and summaries do not purport to be comprehensive or definitive. All
references herein to the Bonds, the Lease Agreement and the Indenture are qualified in their entirety
by reference to the actual documents. See "APPENDIX C--SUMMARY OF PRINCIPAL LEGAL

DOCUMENTS" herein. Copies of the Lease Agreement and the Indenture are available for
inspection at the corporate trust office of the Trustee at 707 Wilshire Blvd., 17th Floor, Los Angeles,
California 90017.

Additional Information

The City regularly prepares a variety of publicly available reports, including audits, budgets
and related documents. Any Owner may obtain a copy of any such report, as available, from the

City. The City may charge a fee for copying, handling and postage in connection with such requests.
Additional information regarding this Official Statement may be obtained by contacting the City at
the following address: Office of the City Treasurer, City of San Diego, 202 C Street, MS 7B, San
Diego, CA 92101.

Changes Since the Preliminary Official Statement

This Official Statement includes certain changes since the date of the Preliminary Official
Statement, including: (i) the addition of the City's proposed budget for Fiscal Year 2004 under the

caption "APPENDIX A--THE CITY OF SAN DIEGO_MUNICIPAL GOVERNMENT AND
FINANCIAL INFORMATION--Fiscal Year 2004 (Proposed Budget)" and "---Five Year Summary
of Financial Results--Table 14", (ii) the addition of actual total General Fund revenues for Fiscal

Year 2002 presented in a budget format under the caption "APPENDIX A--THE CITY OF SAN
DIEGO--MUNICIPAL GOVERNMENT AND FINANCING INFORMATION--Five Year

Summary of Financial Results--Table 14" and "--Fiscal Year 2002 (Actuals")," and (iii) changes to
"APPENDIX A--THE CITY OF SAN DIEGO--LITIGATION POTENTIALLY ADVERSELY

AFFECTING THE GENERAL FUND OF THE CITY---City Voter Initiatives" to reflect the trial
court's ruling in the litigation described therein.

THE REFUNDING PLAN

The Bonds are being issued to provide for the refunding of the 1993 Bonds and the City's
lease payment obligations relating to the 1993 Bonds. The proceeds of the 1993 Bonds financed a
portion of the 1993 Project. A portion of the proceeds of the Bonds will be used to establish an
irrevocable escrow (the "Escrow Fund") to be held by U.S. Bank National Association (the "Escrow

Bank") pursuant to an Escrow Agreement dated as of May 1, 2003 by and among the Escrow Bank,
the City and the Authority. Moneys in the Escrow Fund will be invested pursuant to instructions of



the City. Moneys on deposit in the Escrow Fund will be held as cash or invested solely in non-
callable, direct general obligations of the United States of America (including obligations issued or
held in book-entry form on the books of the Department of the Treasury of the United States of
America) (the "Escrowed Federal Securities"). The cash and Escrowed Federal Securities, and the

interest accrued with respect thereto, will be held by the Escrow Bank on behalf of the Authority and
for the benefit of the Owners and applied to redeem the outstanding 1993 Bonds in full on or about
30 days from the date of issuance of the Bonds, at a redemption price of one hundred one percent
(101%) of the principal amount thereof, plus accrued interest. The amounts on deposit in the Escrow

Fund shall secure and provide funds to pay or prepay all rental payments to become due under the
Lease Agreement dated as of August l, 1993 (the "1993 Lease") by and between the City and the
Authority. The Escrow Bank, as agent of the City, is irrevocably committed to pay base rental

payments under the 1993 Lease as due on and prior to June 1, 2003, and to cause redemption of the
remaining rental payments, including the redemption premium applicable thereto on or about 30 days
from the date of issuance of the Bonds. Upon the establishment of the Escrow Fund as described

above, the lien of the trust indenture pursuant to which the 1993 Bonds were issued and the
proceedings pursuant to which the 1993 Bonds were authorized and issued will cease, terminate and
become void with respect to the 1993 Bonds, except for the rights of the owners of the 1993 Bonds to

payments from the Escrow Fund. Upon the issuance of the Bonds, McGladrey & Pullen, LLP will
deliver a report verifying the sufficiency of the moneys deposited in the Escrow Fund. See
"VERIFICATION OF MATHEMATICAL COMPUTATIONS" herein.

ESTIMATED SOURCES AND USES OF FUNDS

The proceeds to be received from the sale of the Bonds are anticipated to be applied as
follows:

Sources

Principal Amount of Bonds $ 15,255,000.00
Net Premium 51,988.45
1993 Bond Fund 418,176.25

1993 Debt Service Reserve Fund _ 1,432,334.49
$___ 17,157,499.19

Uses
Escrow Fund $ 16,608,358.23

Underwriter's Discount 170,318.07
Costs of Issuance (1) 378,822.89

$__ 17,157,499.19

(]) Includes legal fees, financial advisor fees, trustee fees, escrow agent fees, financial guaranty insurance premium, debt
service reserve fund surety premium, printing costs and other miscellaneous expenses.

THE 1993 PROJECT

The Metropolitan Transit Development Board ("MTDB') adopted a plan for a regional light
rail transit ("LRT") system which links downtown San Diego with various outlying communities.

Part of this regional transit plan included an extension of the existing Blue Line LRT service from
Cedar Street to Taylor Street in Old Town (the "1993 Project"). Although the Bond proceeds are

being applied to refinance certain limited costs of the 1993 Project, only the Property is the subject of
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the Lease Agreement; the Property is described more fully below. The 1993 Project is not the

subject of the Lease Agreement, except to the extent the 1993 Project is located on the fight of way
comprising a portion of the Property. Subject to compliance with the conditions in the Lease
Agreement and the Sublease Agreement (defined below), the City and MTDB may substitute other

property for all or part of the Property, and all or part of the Property may be released from the lien
thereof. See "APPENDIX C--SUMMARY OF PRINCIPAL LEGAL DOCUMENTS--Lease

Agreement" and "---Sublease Agreement" herein.

The 1993 Project consists of a 3.5 mile extension north from Centre City San Diego (Cedar
Street) to Taylor Street in the Old Town area. The LRT alignment is within an active Burlington
Northern and Santa Fe ("BN&SF") Railway corridor that includes freight and passenger service. The
BN&SF double tracks were shifted to the west to make room for the LRT double tracks.

The 1993 Project included three new stations. The first station constructed was the
Middletown Station located at Palm Street. The second station was placed at Washington Street

adjacent to the Mission Brewery in the Middletown area. Bus service is provided from this station to
Mission Hills and Hillcrest.

The third station was the Old Town Transit Center at Taylor Street. This significant center is

the largest transit interface in the MTDB area, with 15 bus bays connecting 11 bus routes with LRT.
An 1871-era transit store in the old transit-station style was constructed with sufficient interior space
for an information booth, ticket window, concessionaire, and waiting room. A 600 car parking lot is

shared with the Old Town State Park to serve trolley patrons and State Park visitors. The Old Town
State Park is a major tourist attraction in San Diego.

From the Old Town Transit Center, the 1993 Project connects with the other rail transit

projects, including the existing Mission Valley West LRT Project, the Mission Valley East LRT
Project currently under construction and the future Mid-Coast LRT Project.

The total cost for the 1993 Project was $224 million which included 8 stations, 10 grade
separations, 11 LRVs, and a 25-plus acre wildlife preserve for wetlands mitigation. In addition to

proceeds of the 1993 Bonds contributed by the Authority, the extension was financed from monies
received from the State of California, TransNet (the San Diego County Transportation Commission's

one-half cent sales tax), the San Diego Unified Port District, the City of San Diego, and the County

of San Diego.

THE PROPERTY

The necessary right-of-way for the 1993 Project was acquired in 1991 by the MTDB for

$17.5 million. The Property, consisting of this right-of-way (the "Right of Way Portion"), along with
a portion of a light rail transit system maintenance yard located at 1535 Newton Avenue in the City
and acquired by MTDB in 1993 at a cost of $5,548,500, (the "Maintenance Yard Portion"), is leased
by the MTDB to the Authority under the Property Lease and is concurrently leased by the Authority
to the City under the Lease Agreement.

Pursuant to a Sublease Agreement, dated as of May 1, 2003 (the "Sublease Agreement"), by
and between the City and MTDB, the City agreed to sublet the Property to MTDB for the purpose of
maintenance and operation of the Property in all respects. All costs of operation and maintenance of



the Property are being borne by MTDB pursuant to the Sublease Agreement, although the City is
liable for such costs pursuant to the Lease Agreement. See "APPENDIX C--SUMMARY OF
PRINCIPAL LEGAL DOCUMENTS".

THEBONDS

Authority for Issuance

The Bonds are being issued pursuant to the Marks- Roos Local Bond Pooling Act of 1985, as

amended, constituting Article 4 (commencing with Section 6584), Chapter 5, Division 7, Title I of
the Government Code of the State of California.

General Provisions

The Bonds will be dated as of the date of delivery _nd shall bear interest from such date and

semi-annually thereafter on June 1 and December 1 of each year, commencing on December 1, 2003.
The Bonds will mature on the dates and in the principal amounts, and the interest with respect thereto

shall be computed at the rates, all as set forth on the cover page of this Official Statement. Interest
on the Bonds will be calculated on the basis of a 360-day year comprised of twelve 30-day months.
The Bonds will be issued in denominations of $5,000 or any integral multiple thereof. The Bonds

will initially be registered in the name of Cede & Co., as nominee of The Depository Trust Company,
New York, New York ("DTC"), which will act as securities depository for the Bonds. Payments of

principal, premium, if any, and interest on the Bonds will be paid by the Trustee to DTC which is
obligated in turn to remit such principal, premium, if any, and interest on the Bonds to its DTC
Participants for subsequent disbursement to the Beneficial Owners of the Bonds. See
"APPENDIX F--BOOK-ENTRY SYSTEM" attached hereto.

Redemption

Extraordinary Redemption. The Bonds are subjec: to extraordinary redemption, in whole or

in part on any date pro rata from among each maturity as nearly as practicable, in amounts
corresponding with Lease Payments prepaid by the City, as directed by the City on behalf of the
Authority, and by lot within each maturity, in $5,000 dencminations or any integral thereof, without

premium, at a price equal to the principal amount thereof plus accrued but unpaid interest, at least
forty-five (45) days following deposit with the Trustee of t_mds from the following sources:

(a) proceeds of any insurance award, ir cluding the proceeds of any self-insurance
fund, or the proceeds of any condemnation award remaining after payment therefrom of all
expenses incurred in the collection thereof, which have not been applied to repairing or
replacing the damaged, destroyed or taken portion of the Property ("Net Proceeds");

(b) proceeds of title insurance received as a result of a title defect in respect of

the Property, if the City determines that such title defect will result in an abatement of Lease
Payments; and

(c) proceeds of damages or other payments received by the Trustee from the

enforcement of any rights and powers of the _[rustee under the Lease Agreement after
payment of any fees of the Trustee and overdue interest and principal with respect to the
Bonds.



Optional Redemption. The Bonds maturing on and after June 1, 2014, are subject to

redemption, at the option of the Authority, in whole on any date or in part, on any date from and after
June 1, 2013, from among each maturity at the direction of the City on behalf of the Authority, and

by lot within each maturity, in $5,000 denominations or any integral multiple thereof from amounts
deposited with the Trustee by the Authority pursuant to the City's option to purchase all or any
portion of the Property in accordance with the Lease Agreement and from any other amounts
available therefor, at a redemption price equal to the sum of the principal amount of the Bonds to be

redeemed, plus accrued interest, if any, to the date of redemption without premium.

Notice of Redemption

When redemption is authorized or required pursuant to the Indenture, the Trustee shall give
notice, at the expense of the Authority, of the redemption of the Bonds. Such notice shall specify:

(a) that the Bonds or a designated portion thereof in an Authorized Denomination (in the case of

redemption of a Bond in part but not in whole) are to be redeemed, (b) the Redemption Date, (c) the
place or places where the redemption will be made, and (d) the redemption price. Such notice shall
further state that on the Redemption Date there shall become due and payable with respect to each

Bond the principal amount thereof plus accrued interest and premium, if any, thereon to the

Redemption Date, and that from and after such date interest thereon shall cease to accrue and be
payable.

Notice of such redemption shall be given, after the moneys therefor have been deposited in

the Prepayment Account within the Bond Fund, to the respective Owners of Bonds designated for
redemption at their addresses appearing on the Bond Register as of the close of business on the day
before such notice is given. The Trustee shall give notice by mail at least thirty (30) but not more

than sixty (60) days prior to the Redemption Date. Any notice shall, in addition to setting forth the
above information, set forth, in the case of each Bond to be prepaid only in part, the portion of the

principal thereof in an Authorized Denomination which is to be prepaid; provided that neither failure
to receive such notice nor any defect in any notice so given shall affect the sufficiency of the

proceedings for the redemption of such Bonds generally.

With respect to any notice of optional redemption of Bonds, such notice may state that such

redemption shall be conditional upon the receipt by the Trustee on or prior to the date fixed for such
redemption of moneys sufficient to pay the principal of, premium, if any, and interest with respect to
such Bonds to be redeemed and that, if such moneys shall not have been so received, said notice shall
be of no force and effect and the Trustee shall not be required to redeem such Bonds. In the event

that such notice of redemption contains such a condition and such moneys are not so received, the

redemption shall not be made, and the Trustee shall within a reasonable time thereafter give notice,
in the manner in which the notice of redemption was given, that such moneys were not so received.

In addition to the foregoing notice, further notice shall be given by the Trustee as set out

below, but no defect in said further notice nor any failure to give all or any portion of such further
notice shall in any manner defeat the effectiveness of a call for redemption if notice thereof is given

as above prescribed.

1. Each further notice of redemption given hereunder shall contain the information

required above for an official notice of redemption plus (i)the date of issue of the Bonds as
originally issued; (ii) the rate of interest borne by each Bond being redeemed; and (iii) any other
descriptive information needed to identify accurately the Bonds being redeemed.



2. Each further notice of redemption shall be sent at least thirty-five (35) days before the
redemption date by registered or certified mail or overnight delively service to certain enumerated

registered securities depositories and to any other registered securities depositories then in the
business of holding substantial amounts of obligations of types comprising the Bonds and to one or
more of the national information services listed below that disseminate notice of redemption of
obligations such as the Bonds.

Effect of Notice of Redemption

Notice of redemption having been given, and the moneys for the redemption (including the
interest to the applicable date of redemption) having been set aside in the Prepayment Account of the
Bond Fund, the Bonds to be redeemed shall become due mid payable on such Redemption Date.

If on such Redemption Date moneys for the redemption of all the Bonds to be prepaid,
together with interest to such Redemption Date, shall be held by the Trustee so as to be available
therefor on such Redemption Date, and if notice of redemption thereof shall have been given as
aforesaid, then from and after such Redemption Date :interest with respect to the Bonds to be
redeemed shall cease to accrue and become payable. All moneys held by or on behalf of the Trustee
for the redemption of Bonds shall be held in trust without liability for interest thereon for the account
of the Owners of the Bonds so to be redeemed.

All Bonds paid at maturity or redeemed prior to maturity shall be cancelled by the Trustee
upon surrender thereof. All or any portion of a Bond purchased by the Authority shall be cancelled
by the Trustee.

Partial Redemption of the Bonds

Upon the surrender of any Bond redeemed in pa_ only, the Trustee shall authenticate and
deliver to the registered Owner thereof, at the expense of the Authority, a new Bond or Bonds of the
same maturity and in $5,000 denominations or any integral multiple thereof equal in aggregate
principal amount to the unpaid portion of the Bond surre:adered. Such partial redemption shall be
valid upon payment of the amount required to be paid to such registered Owner, and the Authority
and the Trustee shall be released and discharged thereupon from all liability to the extent of such
payment.
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DEBT SERVICE SCHEDULE

The aggregate annual amounts of principal and interest payable to the Owners of the Bonds
forth below for each annual period ending on June 1 of the years indicated:

ANNUAL PERIOD PRINCIPAL INTEREST TOTAL PAYMENT

2004 $ 245,000.00 $ 565,825.24 $ 810,825.24
2005 345,000.00 544,148.76 889,148.76

2006 615,000.00 537,248.76 1,152,248.76
2007 630,000.00 524,948.76 1,154,948.76
2008 645,000.00 512,348.76 1,157,348.76

2009 655,000.00 496,223.76 1,151,223.76
2010 675,000.00 476,573.76 1,151,573.76

2011 700,000.00 456,323.76 1,156,323.76
2012 720,000.00 433,573.76 l, 153,573.76
2013 745,000.00 408,373.76 1,153,373.76
2014 770,000.00 382,298.76 1,152,298.76

2015 800,000.00 351,498.76 1,151,498.76
2016 835,000.00 319,498.76 1,154,498.76
2017 870,000.00 286,098.76 1,156,098.76

2018 900,000.00 251,298.76 1,151,298.76
2019 940,000.00 215,298.76 1,155,298.76
2020 980,000.00 177,698.76 1,157,698.76

2021 1,020,000.00 137,273.76 1,157,273.76
2022 1,060,000.00 93,923.76 1,153,923.76
2023 1,105,000.00 48_343.76 1,153,343.76

$15,255,000.00 $ 7,218 821.68 $22,473,821.68

SECURITY AND SOURCES OF PAYMENT FOR THE BONDS

The Indenture provides that all of the amounts received by the Authority or the Trustee

to or with respect to the Lease Agreement, including all of the Lease Payments (including
timely and delinquent payments, any late charge,;, and whether paid from any source but

any Additional Payments), and all interest, profits or other income derived from the

investment of amounts in any fund or account established pursuant to the Indenture (other than the
Fund) and any other amounts held in any fund or account established pursuant to the

(other than the Rebate Fund) (collectively, the "Revenues") are pledged to secure the
of the principal of and interest on the Bonds, subject only to the provisions of the Indenture

the application of Revenues for the purposes and on the terms and conditions set forth

Lease Payments are payable by the City from any legally available funds. The City will
credit against the Lease Payment due to the extent funds are on deposit on the Lease

Date in the Lease Payment Account in the Bond Fund.
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Pursuant to the Lease Agreement, the City is required to pay to the Trustee specified amounts

for use and occupancy of the Property, which are scheduled, in both time and amount, to equal the
principal and interest due on the Bonds. The amounts payable to the Trustee are to be used to pay the
principal and interest on the Bonds and for certain other purposes as specified therein. Neither the
obligation of the Authority to pay the Bonds nor the obligation of the City to make Lease Payments

constitutes an obligation of the Authority or the City for which the Authority or the City is obligated
to levy or pledge any form of taxation.

If on any Lease Payment Date, the amount of the principal, premium and interest then due
and unpaid on the Bonds exceeds the amount on hand in the Lease Payment Account within the Bond
Fund, after transfer of monies in the Reserve Fund, the Trustee shall apply monies on hand in the

Bond Fund first to the payment, pro rata if necessary, of interest past due with respect to all Bonds,
and second to the payment, pro rata if necessary, of the urtpaid principal balance with respect to each
Bond which is then past due. See "APPENDIX B--DEFINITIONS OF CERTAIN TERMS AND
SUMMARY OF PRINCIPAL LEGAL DOCUMENTS--INDENTURE--Funds and Accounts."

NEITHER THE BONDS NOR THE OBLIGATION OF THE CITY TO MAKE LEASE
PAYMENTS UNDER THE LEASE AGREEMENT CONSTITUTES AN INDEBTEDNESS OF

THE CITY, THE AUTHORITY, THE STATE OF CALIFORNIA OR ANY POLITICAL
SUBDIVISION THEREOF WITHIN THE MEANING OF ANY CONSTITUTIONAL OR
STATUTORY DEBT LIMITATION OR RESTRICTION. THE CITY HAS NOT PLEDGED THE

FULL FAITH AND CREDIT OF THE CITY, THE COUNTY OF SAN DIEGO, THE STATE OR
ANY AGENCY OR DEPARTMENT THEREOF TO THE PAYMENT OF SUCH LEASE
PAYMENTS.

FOR INFORMATION REGARDING THE CITY, INCLUDING FIINANCIAL
INFORMATION, SEE APPENDIX A--THE CITY OF SAN DIEGO". THE CITY'S AUDITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30, 2002 ATTACHED HERETO
AS APPENDIX B SHOULD BE READ IN THEIR ENTIRETY. SEE ALSO "RISK FACTORS"
HEREIN.

As provided in the Lease Agreement, the covenants of the City under the Lease Agreement
shall be deemed to be and shall be ministerial duties imposed by law, and it shall be the duty of each
and every public official of the City to take such action and do such things as are required by law in
the performance of the official duty of such officials to enable the City to carry out and perform the

covenants and agreements agreed to by the City in the Lease Agreement to be carried out and
performed.

Should the City default under the Lease Agreemer t, the Trustee, as assignee of the Authority,

may terminate the Lease Agreement, re-lease the Maintenance Yard Portion of the Property or may
retain the Lease Agreement and hold the City liable for ai1Lease Payments thereunder on an annual
basis. The Right of Way Portion of the Property is not subject to entry, re-entry, or re-letting by the
Authority or the Trustee. Under no circumstances will the Trustee have the right to accelerate Lease

Payments. The exercise of the remedies provided to the Trustee is subject to various limitations on
the enforcement of remedies against public agencies. See "RISK FACTORS--Default" herein.
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Additional Lease Payments

In addition to the Lease Payments, under the Lease Agreement, the City shall pay an amount
or amounts (the "Additional Lease Payments") equivalent to the sum of the following:

(i) All taxes and assessments of any nature whatsoever, including, but not
limited to, excise taxes, ad valorem taxes, ad valorem and specific lien special assessment and gross

receipts taxes, if any, levied upon the Property, upon the Authority's interest therein, upon the
Authority's operation thereof or the Authority's rental income derived therefrom.

(ii) All expenses (not otherwise paid or provided for out of the proceeds of the
sale of Bonds) incidental to the sale and delivery of the Bonds and all administrative costs of the
Authority, including without limiting the generality of the foregoing, salaries, wages, expenses,

compensation and indemnification of the Trustee and its consultants under the Indenture, the
Property Lease and the Lease Agreement (including costs related to the City's default thereunder, if
any) fees and charges of auditors, accountants, architects, attorneys and engineers, and all other

necessary administrative charges of the Authority or charges required to be paid by it in order to
comply with the terms of the Bonds or of the Indenture and to indemnify and defend the Authority
and its members.

(iii) Insurance premiums, if any, on all insurance required or permitted under the

Lease Agreement.

(iv) All costs and expenses which the Authority or its assignee may incur in

consequence of or because of any default by the City under the Lease Agreement, including
reasonable attorneys' fees and costs of suit in equity or action at law to enforce the terms and
conditions of the Lease Agreement.

(v) All other payments required to be paid by the District under the provisions of
the Lease Agreement or the Indenture, including amounts due under the Reserve Fund Surety Bond
to the extent such amounts are not includable as a part of the Lease Payments due under the Lease
Agreement.

Each Additional Lease Payment payable under the Lease Agreement shall be paid by the City

within thirty-five (35) days after notice in writing from the Authority to the City stating the amount
of Additional Lease Payment then due and payable and the purpose thereof and shall be paid directly

to the person or persons to whom such amounts are due or, if not so paid, shall be paid to the Trustee
for application in accordance with the Indenture.

Reserve Fund

The Reserve Fund will initially be funded with a debt service reserve fund surety bond (the
"Surety Bond") issued by the Insurer in an amount equal to, as of any date of calculation, the lesser
of (a)maximum annual debt service remaining on the Bonds; (b) 125% of average annual debt
service on the Bonds; and (c)10% of the original proceeds of the Bonds (the "Reserve

Requirement"). If at the close of business on the Business Day prior to any Interest Payment Date,
Principal Payment Date or Redemption Date, amounts on deposit in the Bond Fund are less than the
principal and interest payments due with respect to the Bonds on any such date, then the Trustee shall
transfer from the Reserve Fund for credit to the Lease Payment Account or the Prepayment Account,
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as appropriate, of the Bond Fund an amount sufficient tc make up such deficiency. Upon receipt of
any delinquent Lease Payments with respect to which monies have been advanced from the Reserve

Fund, such Lease Payment (together with any Additional Lease Payments made for such purpose,
subject in each case to the abatement provisions of the Lease Agreement) shall be applied to pay
principal and interest owing to the Insurer with respect to such Surety Bond advance and shall
thereafter be deposited to the Reserve Fund to the extent of such advance.

Option to Terminate the Lease Agreement

Pursuant to the Lease Agreement, the City may at any time terminate the Lease Agreement
by paying an amount equal to the principal amount of, applicable premium, if any, and accrued but
unpaid interest on the Outstanding Bonds to the applicable redemption date, plus all Additional Lease

Payments due. If the City elects to purchase the Property prior to the first Redemption Date, the City
will deposit funds sufficient to defease the Bonds due up to and including the first Redemption Date.

Upon the City's exercise of its option to terminate the Lease Agreement and the redemption
or defeasance of all the Bonds, all obligations of the City under the Lease Agreement shall cease and
terminate. The City will exercise its option by giving notice thereof to the Trustee not later than
thirty (30) days in advance of the date on which it desires to purchase the Property and deposit of the

Purchase Option Price not later than the Business Day immediately prior to the redemption date
selected by the Trustee.

Abatement

Lease Payments and, as provided in the Lease Agreement, Additional Lease Payments are

paid by the City in each rental payment period for and in consideration of the right of use and
occupancy of the Property during each such period for which said rental is to be paid. Lease

Payments and Additional Lease Payments will be abated during any period in which by reason of
damage, destruction, condemnation or title defect, there is substantial interference with the use and
occupancy by the City of the Property or any portion thereo£ The amount of such abatement will be
an amount agreed upon by the City and the Authority such that the resulting Lease Payments
represent fair consideration for the use and occupancy of the portions of the Property not damaged or

destroyed. Such abatement will continue for the period commencing with such damage or
destruction and ending with the substantial completion of the work of repair or reconstruction. In the
event of any such damage or destruction, the Lease Agreement will continue in full force and effect
and the City waives any right to terminate the Lease Agreement by virtue of any such damage and
destruction.

Notwithstanding the foregoing, there will be no a_atement of Lease Payments to the extent
that the proceeds of rental interruption insurance or amounts in the Redemption Fund, the Bond Fund
or the Reserve Fund are available to pay Lease Payments which would otherwise be abated. See
"APPENDIX C--SUMMARY OF PRINCIPAL LEGAL DOCUMENTS--THE LEASE

AGREEMENT" attached hereto.

Insurance

The City has covenanted in the Lease Agreement to maintain or cause to be maintained by
MTDB pursuant to the Sublease Agreement certain levels of liability, property damage and casualty
insurance with respect to the Property, and to obtain title insurance in connection with the Property as
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set forth in the Lease Agreement. In addition, the City has covenanted to maintain or cause to be

maintained by MTDB pursuant to the Sublease Agreement rental interruption or use and occupancy
insurance, in an amount equal to not less than the largest aggregate Lease Payments to be paid in any
24 month period by the City to cover loss of use of the Property. Earthquake insurance is not

required to be maintained. There can be no assurance that the coverage afforded by such insurance
will be adequate to prevent a reduction in Lease Payments, as a result of abatement, below levels

necessary to make timely payment of the Bonds. See "APPENDIX A--CITY OF SAN DIEGO--
INSURANCE" and "APPENDIX C--SUMMARY OF PRINCIPAL LEGAL DOCUMENTS"
herein.

Substitution and Release of Property

Pursuant to the Lease Agreement, the City shall have the option at any time and from time to
time during the term of the Lease Agreement, to substitute other land, facilities and improvements (a
"Substitute Property") for any of the Property or any portion thereof (a "Former Property"), provided
that the City shall satisfy all of the following requirements which are conditions precedent to such
substitution:

(a) The City shall file with the Authority and the Trustee and cause to be
recorded an amended property description to the Property Lease which adds thereto a description of
such Substitute Property and deletes therefrom the description of such Former Property as provided

in the Lease Agreement;

(b) The City shall give notice to the Insurer and certify in writing to the

Authority, the Insurer and the Trustee that the estimated fair market value, according to an
independent MAI appraisal performed by an appraiser reasonably acceptable to the City and not

objected to by the Trustee, of such Substitute Property is at least equal to the principal amount of the
Bonds then Outstanding;

(c) The City shall certify in writing to the Authority, the Insurer and the Trustee
that such Substitute Property serves the public purposes of the City and constitutes property which

the City is permitted to lease under the laws of the State of California;

(d) The City shall certify in writing to the Authority and the Trustee that the
estimated useful life of such Substitute Property at least extends to the date on which the final Lease

Payment becomes due and payable;

(e) Such Substitution shall not cause the City to violate any of its covenants,

representations and warranties made in the Lease Agreement or in the Indenture;

(f) The City shall give written notice to the Rating Agencies upon such
Substitution; and

(g) The City shall provide evidence to the Authority, the Trustee and the Insurer

that, in the opinion of the City Attorney, the City has the authority to lease the Substitute Property.

From and after the date on which all of the foregoing conditions precedent to such

substitution are satisfied, the term of the Lease Agreement shall cease with respect to the Former

Property and shall be continued with respect to the Substitute Property. The City shall not be entitled
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to any reduction, diminution, extension or other modification of the Lease Payments whatsoever as a
result of such substitution.

BOND INSURANCE

The following information has been furn&hed by the Insurer for use in this Official
Statement. Such information has not been independently confirmed or verified by the City or the
Authority. No representation is made herein by the City or Authority as to the accuracy or adequacy
of such information subsequent to the date hereof or that the information contained and

incorporated herein by reference is correct. Reference is made to Appendix G for a specimen of the
Insurer's Financial Guaranty Insurance Policy.

Payment Pursuant to Financial Guaranty Insurance P,_licy

The Insurer, Ambac Assurance Corporation, has made a commitment to issue the Financial
Guaranty Insurance Policy relating to the Bonds effective as of the date of issuance of the Bonds.

Under the terms of the Financial Guaranty Insurance Policy, the Insurer will pay to The Bank of New
York, in New York, New York, or any successor thereto (the "Insurance Trustee") that portion of the
principal of and interest on the Bonds which shall becorr e Due for Payment but shall be unpaid by

reason of Nonpayment by the Issuer (as such terms are defined in the Financial Guaranty Insurance
Policy). The Insurer will make such payments to the In,;urance Trustee on the later of the date on
which such principal and interest becomes Due for Payment or within one business day following the
date on which the Insurer shall have received notice of Nonpayment from the Trustee. The insurance

will extend for the term of the Bonds and, once issued, carnot be cancelled by the Insurer.

The Financial Guaranty Insurance Policy will insure payment only on stated maturity dates,
in the case of principal, and on stated dates for payment, in the case of interest. If the Bonds become

subject to mandatory prepayment and insufficient furLds are available for prepayment of all
outstanding Bonds, the Insurer will remain obligated to pay principal of and interest with respect to
outstanding Bonds on the originally scheduled interest and principal payment dates. In the event of
any acceleration of the principal of the Bonds, the insurec! payments will be made at such times and
in such amounts as would have been made had there not been an acceleration.

In the event the Trustee has notice that any payment of principal of or interest on the Bonds
which has become Due for Payment and which is made to a beneficial owner of such Bond by or on
behalf of the City has been deemed preferential transfer and theretofore recovered from its registered

owner pursuant to the United States Bankruptcy Code in accordance with a final, nonappealable
order of a court of competent jurisdiction, such beneficial owner will be entitled to payment from the
Insurer to the extent of such recovery if sufficient funds are not otherwise available.

The Financial Guaranty Insurance Policy does not insure any risk other than Nonpayment, as

defined in the Policy. Specifically, the Financial Guaranty Insurance Policy does not cover:

1. payment on acceleration, as a result of a call for prepayment (other than mandatory
sinking fund prepayment) or as a result of any other advancement of maturity;

2. payment of any prepayment or acceleration premium; and
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3. nonpayment of principal or interest caused by the insolvency or negligence of the
Trustee or payment agent, if any.

If it becomes necessary to call upon the Financial Guaranty Insurance Policy, payment of

principal requires surrender of Bonds to the Insurance Trustee together with an appropriate
instrument of assignment so as to permit ownership of such Bonds to be registered in the name of the
Insurer to the extent of the payment under the Financial Guaranty Insurance Policy. Payment of

interest pursuant to the Financial Guaranty Insurance Policy requires proof of beneficial owner
entitlement to interest payments and an appropriate assignment of the beneficial owner's fight to

payment to the Insurer.

Upon payment of the insurance benefits, the Insurer will become the owner of the Bond,

appurtenant coupon, if any, or right to payment of principal or interest with respect to such Bond and
will be fully subrogated to the surrendering beneficial owner's rights to payment.

In the event that the Insurer were to become insolvent, any claims arising under the Policy

would be excluded from coverage by the California Insurance Guaranty Association, established

pursuant to the laws of the State of California.

Ambac Assurance Corporation

The Insurer is a Wisconsin-domiciled stock insurance corporation regulated by the Office of
the Commissioner of Insurance of the State of Wisconsin and licensed to do business in 50 states, the

District of Columbia, the Territory of Guam and the Commonwealth of Puerto Rico, with admitted
assets of approximately $6,115,000,000 (unaudited) and statutory capital of approximately
$3,703,000,000 (unaudited) as of December 31, 2002. Statutory capital consists of the Insurer's
policyholders' surplus and statutory contingency reserve. Standard & Poor's Credit Markets
Services, a division of The McGraw-Hill Companies, Inc., Moody's Investors Service and Fitch, Inc.
have each assigned a triple-A financial strength rating to the Insurer.

The Insurer has obtained a ruling from the Internal Revenue Service to the effect that the
insuring of an obligation by the Insurer will not affect the treatment for federal income tax purposes
of interest on such obligation and that insurance proceeds representing maturing interest paid by the
Insurer under policy provisions substantially identical to those contained in its Financial Guaranty
Insurance Policy shall be treated for federal income tax purposes in the same manner as if such

payments were made by the issuer of the Bonds. No representation is made by the Insurer regarding
federal income tax treatment of payments that are made by the Insurer under the terms of the Policy
due to nonappropriation of funds by the City.

The Insurer makes no representation regarding the Bonds or the advisability of investing in
the Bonds and makes no representation regarding, nor has it participated in the preparation of, the
Official Statement other than the information supplied by the Insurer and presented under the caption
"BOND INSURANCE."

Available Information

The parent company of the Insurer, Ambac Financial Group, Inc. (the "Company"), is subject
to the informational requirements of the Securities Exchange Act of 1934, as amended (the
"Exchange Act"), and in accordance therewith files reports, proxy statements and other information
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with the Securities and Exchange Commission (the "SEC"). These reports, proxy statements and

other information can be read and copied at the SEC's public reference room at 450 Fifth Street,
N.W., Washington, D.C. 20549. Please call the SEC at ] -800-SEC-0330 for further information on

the public reference room. The SEC maintains an interrtet site at http://www.sec.gov that contains

reports, proxy and information statements and other information regarding companies that file
electronically with the SEC, including the Company. These reports, proxy statements and other

information can also be read at the offices of the New York Stock Exchange, Inc. (the "NYSE"),
20 Broad Street, New York, New York 10005.

Copies of the Insurer's financial statements prepared in accordance with statutory accounting
standards are available from the Insurer. The address of the Insurer's administrative offices and its

telephone number are One State Street Plaza, 19th Floor, New York, New York 10004 and
(212) 668-0340.

Incorporation of Certain Documents by Reference

The following documents filed by the Company with the SEC (File No. 1--10777) are
incorporated by reference in this Restated Official Statement:

I. The Company's Current Report on Form 8-K dated January 23, 2003 and filed on
January 24, 2003;

2. The Company's Current Report on Form 8-K dated February 25, 2003 and filed on
February 28, 2003;

3. The Company's Current Report on Form 8-K dated February 25, 2003 and filed on
March 4, 2003;

4. The Company's Current Report on Form 8-K dated March 18, 2003 and filed on
March 20, 2003;

5. The Company's Current Report on From 8-K dated March 19, 2003 and filed on
March 26, 2003;

6. The Company's Annual Report on Form 10-K for the fiscal year ended December 31,
2002 and filed on March 28, 2003; and

7. The Company Current Report on Form 8-K dated March 25, 2003 and filed on
March 31, 2003.

All documents subsequently filed by the Company pursuant to the requirements of the

Exchange Act after the date of this Official Statement will be available for inspection in the same
manner as described above in "Available Information."

The Surety Bond

The following information has been furnished by the Insurer for use in this Official
Statement.
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The Indenture requires the establishment of a Reserve Fund in an amount equal to the

Reserve Requirement. The Indenture authorizes the Authority to obtain a Surety Bond in the place of
fully funding the Reserve Fund. Accordingly, application has been made to the Insurer for the
issuance of a Surety Bond for the purpose of funding the Reserve Fund. The Bonds will only be
delivered upon the issuance of such Surety Bond. The premium on the Surety Bond is to be fully

paid at or prior to the issuance and delivery of the Bonds. The Surety Bond provides that upon the
later of (i) one (1) day after receipt by the Insurer of a demand for payment executed by the Trustee

certifying that provision for the payment of principal of or interest on the Bonds when due has not
been made or (ii) the interest payment date specified in the Demand for Payment submitted to the
Insurer, the Insurer will promptly deposit funds with the Trustee sufficient to enable the Trustee to

make such payments due on the Bonds, but in no event exceeding the Surety Bond Coverage, as
defined in the Surety Bond.

Pursuant to the terms of the Surety Bond, the Surety Bond Coverage is automatically reduced

to the extent of each payment made by the Insurer under the terms of the Surety Bond and the City is

required to reimburse the Insurer for any draws under the Surety Bond with interest at a market rate.
Upon such reimbursement, the Surety Bond is reinstated to the extent of each principal
reimbursement up to but not exceeding the Surety Bond Coverage. The reimbursement obligation of
the City is subordinate to the City's obligations to pay Lease Payments.

In the event the amount on deposit, or credited to the Reserve Fund, exceeds the amount of

the Surety Bond, any draw on the Surety Bond shall be made only after all the funds in the Reserve
Fund have been expended. In the event that the amount on deposit in, or credited to, the Reserve
Fund, in addition to the amount available under the Surety Bond, includes amounts available under a

letter of credit, insurance policy, surety bond or other such funding instrument (the "Additional

Funding Instrument"), draws on the Surety Bond and the Additional Funding Instrument shall be
made on a pro rata basis to fund the insufficiency. The Indenture provides that the Reserve Fund
shall be replenished in the following priority: (i) principal and interest on the Surety Bond shall be
paid from first available Lease Payments and Additional Lease Payments; (ii) a_er all such amounts

are paid in full, amounts necessary to fund the Reserve Fund to the required level, after taking into
account the amounts available under the Surety Bond shall be deposited from next available Lease

Payments.

The Surety Bond does not insure against nonpayment caused by the insolvency or negligence
of the Trustee.

In the event that the Insurer were to become insolvent, any claims arising under the Surety

Bond would be excluded from coverage by the California Insurance Guaranty Association,

established pursuant to the laws of the State of California.

None of the City, the Authority, nor the Underwriter makes any representation as to the

ability of the Insurer to meet its obligations under the Financial Guaranty Insurance Policy or the

Surety Bond.

RISK FACTORS

The following factors, which represent material risk factors that have been identified at this
time, should be considered along with all other information in this Official Statement by potential
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investors in evaluating the Bonds. There can be no assurance made that other risk factors will not
become evident at any future time. See also "APPENDIX A--THE CITY OF SAN DIEGO---
LIMITATIONS ON TAXES AND APPROPRIATIONS" herein.

Lease Payments Not City Debt

THE CITY HAS NOT PLEDGED THE FULL FA_ITH AND CREDIT OF THE CITY, THE
COUNTY OF SAN DIEGO, THE STATE OR ANY AGENCY OR DEPARTMENT THEREOF TO
THE PAYMENT OF THE LEASE PAYMENTS OR ._NY OTHER PAYMENTS DUE UNDER

THE LEASE AGREEMENT. In the event the City's revenue sources are less than its total

obligations, the City could choose to fund other municipal services before making Lease Payments
and other payments due under the Lease Agreement. The City's General Fund revenues .come from a

variety of sources and are subject to a variety of risks including legislative action and general
economic conditions. See APPENDIX A--THE CITY OF SAN DIEGO."

Although the Lease Agreement does not create a pledge, lien or encumbrance upon the funds
of the City, the City is obligated under the Lease Agreem,ent to pay Lease Payments from any source

of legally available funds (subject to certain exceptions) and the City has covenanted !in the Lease
Agreement that, for as long as the Property is available _'or its use and possession, it will make the

necessary annual appropriations within its budget for all Lease Payments. The City is currently
liable on other obligations payable from general revenues. See "APPENDIX A--THE CITY OF
SAN DIEGO--BONDED AND OTHER 1NDEBTEDNE'3S" herein.

Certain taxes, assessments, fees and charges presently imposed by the City could be subject
to the voter approval requirements of Article XIII C and Article XIII D of the State Constitution.
Based upon the outcome of an election by the voters, such fees, charges, assessments and taxes might
no longer be permitted to be imposed, or may be reduced or eliminated and new taxes, assessments,

fees and charges may not be approved. The City has as'_;essed the potential impact on its financial
condition of the provisions of Article XIII C and Article XIII D of the State Constitution respecting
the imposition and increase of taxes, fees, charges and assessments and does not believe that an
election by voters to reduce or eliminate the imposition of certain existing fees, charges, assessments
and taxes would substantially affect its financial conditicn. However, the City believes that in the

event that the initiative power was exercised so that all local taxes, assessments, fees and charges
which may be subject to the provisions of Article XIII C end Article XIII D of the State Constitution
are eliminated or substantially reduced, the financial condition of the City, including its General

Fund, could be materially adversely affected. Although the City does not currently anticipate that the
provisions of Article XIII C and Article XIII D of the St_tte Constitution would adversely affect its
ability to pay the Lease Payments related to the Bonds as and when due and its other obligations

payable from the General Fund, no assurance can be given regarding the ultimate interpretation or
effect of Article XIII (2'.and Article XIII D of the State Constitution on the City's finances. See
"APPENDIXA--THE CITY OF SAN DIEGO--LIMITATIONS ON TAXES AND
APPROPRIATIONS" herein.

Additional Obligations of the City

The City has the capability to enter into other obligations which may constitute additional
charges against its revenues. To the extent that additional obligations are incurred by the City, the
funds available to make Lease Payments may be decreased.
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The Lease Payments and Additional Lease Payments due under the Lease Agreement are

payable from funds lawfully available to the City. In the event that the amounts which the City is
obligated to pay in a fiscal year exceed the City's revenues for such year, the City may choose to

make some payments rather than making other payments, including Lease Payments and Additional
Lease Payments, based on the perceived needs of the City. The same result could occur if, because
of California Constitutional limits on expenditures, the City is not permitted to appropriate and spend

all of its available revenues or is required to expend available revenues to preserve the public health,
safety and welfare.

Default

In the event of a default, there is no remedy of acceleration of the total Lease Payments due

over the term of the Lease Agreement and the Trustee is not empowered to sell the Property and use

the proceeds of such sale to prepay the Bonds or pay debt service thereon. The City will be liable
only for Lease Payments on an annual basis, and the Trustee would be required to seek a separate

judgment each year for that year's defaulted Lease Payments. Any such suit for money damages
would be subject to limitations on legal remedies against cities in the State of California, including a
limitation on enforcement of judgments against funds of a fiscal year other than the fiscal year in
which the Lease Payments were due and against funds needed to serve the public welfare and

interest. Following a default, at the direction of the Insurer, the Trustee may elect either to terminate
the Lease Agreement and seek to collect damages from the City or to maintain the Lease Agreement
in effect and seek to collect the Lease Payments as they become due. The Lease Agreement further

provides that so long as an event of default exists under the Lease Agreement, the Trustee may re-
enter the Maintenance Yard Portion of the Property for the purpose of taking possession of any

portion of the Maintenance Yard Portion of the Property, subject to Permitted Encumbrances, and to
re-let the Maintenance Yard Portion of the Property and, in addition, at its option, with or without

such entry to terminate the Lease Agreement as described therein. Pursuant to the Lease Agreement,
neither the Authority nor the Trustee has fight to enter, re-enter, or re-let the Right of Way Portion of

the Property. See "APPENDIX C--SUMMARY OF PRINCIPAL LEGAL DOCUMENTS--
LEASE AGREEMENT--Remedies on Default."

Abatement Risk

During any period in which, by reason of material damage, destruction, condemnation or title
defect, there is substantial interference with the use and possession by the City of any portion of the

Property, rental payments due under the Lease Agreement with respect to the Property will be abated
proportionately, and the City waives any and all rights to terminate the Lease Agreement by virtue of
any such interference and the Lease Agreement shall continue in full force and effect. The method
for calculating the amount of abatement is described in "SECURITY FOR THE BONDS--
Abatement" herein.

Natural and Manmade Disasters

The occurrence of natural disasters, including earthquakes, fires or floods, or manmade
disasters such as arson or acts of terrorism, affecting the Property could result in substantial damage

to the Property, and could lead to reduced values for such property.

As required by the Alquist-Priolo Earthquake Fault Zoning Act, the State geologist in 1973
initiated a program to delineate the State's earthquake fault zones and to compile and distribute maps
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of these zones. Earthquake fault zones are delineated along known active faults. Cities and counties

affected by the zones must regulate certain development lzrojects with the zones. As of June 1, 1997,

539 official maps of earthquake fault zones have been issued. The City is not among the 97
California cities affected by the earthquake fault zones.

The most dominant source of potential ground n:otion at the Site is from the Rose Canyon
fault. Earthquakes from this source are expected to have a potential for seismic ground shaking with
a maximum credible magnitude of 7.0 and a maximum probable magnitude of 6.25. The "maximum

credible earthquake" is defined as the maximum earthquake that appears capable of occurring under
the presently known tectonic framework, while the "maximum probable earthquake" is the maximum
earthquake that is considered likely to occur during a 100-year time interval.

The City is not required to obtain earthquake insurance under the Lease Agreement. See

"SECURITY FOR THE BONDS--Insurance" herein. In the event that any portion of the Property is
destroyed by an earthquake or other natural disaster, arL abatement could occur and result in the

Trustee having inadequate funds to pay the principal and interest with respect to the Bonds as and
when due.

Hazardous Substances

The City knows of no existing hazardous substances which require remedial action on or near

the Property. However, it is possible that such substances do currently or potentially exist and that
the City is not aware of them. The City does not currently carry insurance covering the risks of

hazardous substances. Owners and operators of real property may be required by law to remedy
conditions of the property relating to releases or threatened releases of hazardous substances. The

federal Comprehensive Environmental Response, Compensation and Liability Act of 1980,

sometimes referred to as "CERCLA" or the "Superfund Act," is the most well known and widely
applicable of these laws, but California laws with regard to hazardous substances are also stringent
and similar. Under many of these laws, the owner (or orerator) is obligated 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. Further, such liabilities may arise not simply from the
existence of a hazardous substance but from the method of handling it. All of these possibilities
could significantly and adversely affect the operations and finances of the City and/or the value of
the Property.

Substitution and Removal of Property

The Authority and the City may, under the terms cf the Lease Agreement, substitute alternate
real property for any portion of the Property or release a portion of the Property from the Lease
Agreement, upon compliance with all of the conditions set forth in the Lease Agreement. After a
substitution or release, the portion of the Property for which the substitution or release has been

effected shall be released from the leasehold encumbrance of the Lease Agreement. See
"SECURITY FOR THE BONDS---Substitution of Properties."

Ability to Re-Let

Pursuant to the Lease Agreement, neither the Authority nor the Trustee has the right to
enter, re-enter, or re-let the Right of Way Portion of the Property. If the City dethults on its
obligations to make Lease Payments, the Trustee may have limited ability to re-let the Maintenance
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Yard Portion of the Property to provide a source of payments sufficient to meet the principal and

interest with respect to the Bonds and preserve the tax-exempt nature of the interest component of the
Lease Payments and the Bonds. The re-letting or sale of the Property is subject to market conditions

and applicable City zoning requirements. See "THE PROPERTY."

Investment of Funds

The Reserve Account and all other funds held under the Indenture are required to be invested

in Qualified Investments as provided under the Indenture. See Appendix C attached hereto for a

summary of the definition of Qualified Investments. All investments, including the Qualified
Investments and those authorized by law from time to time for investments by municipalities, contain

a certain degree of risk. Such risks include, but are not limited to, a lower rate of return than

expected, decline in market value and loss or delayed receipt of principal. The occurrence of these
events with respect to amounts held under the Indenture or the funds and accounts held by the City
could have a material adverse affect on the security for the Bonds, and/or the financial condition of

the City. See (i)"APPENDIX A--THE CITY OF SAN DIEGO" and (ii)the audited financial
statements of the City for the Fiscal Year ended June 30, 2002 attached hereto as Appendix B for
information concerning the City's investment policy and portfolio of investments.

Secondary Market

There can be no assurance that there will be a secondary market for the Bonds or, if a

secondary market exists, that such Bonds can be sold for any particular price. Occasionally, because
of general market conditions or because of adverse history or economic prospects connected with a
particular issue, secondary marketing practices in connection with a particular issue are suspended or
terminated. Additionally, prices of issues for which a market is being made will depend upon the
then prevailing circumstances. Such prices could be substantially different from the original
purchase price.

Limitation of Remedies and Bankruptcy

The enforcement of any remedies provided in the Lease Agreement and Indenture could

prove both expensive and time consuming. In the event of a default, there is no remedy of
acceleration of the total Lease Payments due over the term of the Lease Agreement and neither the
Authority nor the Trustee is empowered to sell its leasehold interest in the Property and use the
proceeds of such sale to prepay the Bonds or pay debt service thereon. Although the Lease
Agreement provides that if the City defaults the Authority may reenter the Maintenance Yard Portion
of the Property and relet it, such portion of the Property may not be easily recoverable, and even if
recovered, could be of little value to others because of the Property's specialized nature.

Alternatively, the Authority may terminate the Lease Agreement and proceed against the City
to recover damages pursuant to the Lease Agreement. Any suit for money damages would be subject
to limitations on legal remedies against public agencies in the State, including a limitation on
enforcement of judgments against funds needed to serve the public welfare and interest.

In addition to the limitations on remedies contained in the Lease Agreement and the

Indenture, the rights and remedies provided in the Indenture and the Lease Agreement may be
limited by and are subject to provisions of federal bankruptcy laws, as now or hereafter enacted, and
to other laws or equitable principles that may affect creditors' rights. If the City were to file a
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petition under Chapter 9 of the Bankruptcy Code (Title 11, United States Code), the Owners, the
Trustee and the Authority could be prohibited or severeb restricted from taking any steps to enforce

their rights under the Lease Agreement and from taking any steps to collect amounts due from the
City under the Lease Agreement.

All legal opinions rendered upon the delivery of the Bonds as to the enforceability of the

Lease Agreement and the Indenture will be expressly subject to a qualification that entbrcement of
such agreements may be limited by bankruptcy, reorganization, insolvency, moratorium or other
similar laws affecting creditors' rights generally, by limitations on remedies against cities in

California and by applicable principles of equity if equitable remedies are sought.

Loss of Tax Exemption

As discussed under the caption "TAX MATTERS" below, interest on the Bonds could

become includable in gross income for purposes of federal income taxation retroactive to the date the
Bonds were issued as a result of future acts or omissions of the Authority or the City in violation of
their respective covenants in the Lease Agreement and the Indenture. Should such an event of

taxability occur, the Bonds are not subject to a special redemptkm and will remain outstanding until
maturity or until redeemed under the redemption provisions contained in the Indenture.

The Internal Revenue Service (the "IRS") has initiated an expanded program for the auditing
of tax-exempt bond issues, including both random and ta::geted audits. It is possible that the Bonds
will be selected for audit by the IRS. It is also possible that the market value of the Bonds might be
affected as a result of such an audit of the Bonds (or by an audit of similar bonds).

Economic Conditions in California

Since early 2001, the State has been faced with severe financial challenges, which may
continue for several years. The State experienced an economic recession in 2001 and is currently in
a sluggish recovery. The major forces in the State's economic downturn were decline in the high

technology, internet and telecommunications sectors, lower demand for exports, and large stock
market declines. These adverse fiscal and economic factGrs have resulted in a serious erosion of the

State's General Fund tax revenues. The bulk of the revenue declines were from personal income

taxes, principally from reduced capital gains realizations and stock option income.

This revenue drop resulted in a shortfall between State revenues and anticipated spending
demands for the 2001-02 and 2002-03 fiscal years which at the time that the State's 2002 Budget Act

(the "2002-03 Budget") was enacted was an estimated $23.6 billion. The shortfall estimated at the
time of the 2002-03 Budget was ultimately closed with a combination of expenditure reductions,
revenue enhancements, and one-time budgetary actions, such as fund transfers and loans, expenditure
deferrals, bond issuances and other actions. Total revenue receipts reported by the State Controller's
Office for the three major revenue sources (personal incc.me tax, sales tax and corporation tax) for

the first five months of fiscal year 2002-03 have been below the revenue projections included within
the 2002-03 Budget. These reduced revenues have led tc the proposed mid-year budget reductions
discussed below.

In mid-November, 2002, the Legislative Analyst issued a report (the "LAO Report")
indicating the State is facing dire fiscal conditions. The LAO Report was prepared to provide the
Legislature with a baseline from which budget decisions could be made. The LAO Report updated
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economic conditions, and revenue and expenditure projections based on more recent actual results
since the time of the enactment of the 2002-03 Budget. The LAO Report projected that, absent
corrective actions, the State General Fund would have a budget deficit of about $6.1 billion by the

end of the 2002-03 fiscal year (compared to the 2002-03 Budget which predicted a reserve balance of
$1 billion) and a cumulative budget deficit over $21 billion by the end of the 2003-04 fiscal year.
Furthermore, even given accelerating economic growth ill 2003 and beyond (which is not assured),
unless corrective actions are taken, in the Legislative Analyst's view, there would continue to be a

substantial deficit between revenues and expenditures, in a potential range from $12-16 billion

annually, for several years after fiscal year 2003-04.

The principal causes of the continuing fiscal difficulty were identified in the LAO Report as
(i) the use of so many one-time budget solutions to resolve the shortfall projected at the time of the

2002-03 Budget, without enough emphasis on closing the "structural deficit" between ongoing
revenue sources (taxes) and ongoing expenditure commitments; (ii) the likelihood that some of the

assumptions in the 2002-03 Budget would not be met; and (iii) a significant downward revision in
revenue estimates for the period through June 30, 2004. The LAO Report estimated that items (i) and
(ii) above would result in a cumulative $10 billion gap between revenues and expenditures (absent

further actions) by the end of the 2003-04 fiscal year, consistent with projections the Legislative
Analyst had made in the summer of 2002.

In the summer of 2002, the Governor notified all State agencies to prepare 2003-04 budget

proposals for a minimum of 20 percent cut in funding. On November 21, 2002, the Governor
announced his call for a special session of the Legislature, which began on December 9, 2002, to
address needed budget actions, and he further directed State agencies to take immediate action to
reduce any non-critical or non-essential activities by not filling any vacant positions, to cancel,

postpone or amend contracts, grants, purchase order,; and similar commitments, to eliminate
additional non-essential vacant positions, to delay construction or signing of new leases for space, to
cancel or postpone non-essential trips, and to generate new proposals for current year program
reductions. The Governor stated that he would propose spending reductions, recaptures and other

changes to accomplish savings over the period through June 30, 2004. The Governor also stated that
he believed the budget shortfall would be higher than the $21 billion estimated by the LAO Report.

On December 6, 2002, the Governor released his mid-year spending reduction proposals for

consideration at the special session of the Legislature with his proposed reductions and adjustments
totaling $10.2 billion for fiscal years 2002-03 and 2003.-04. On December 18, 2002, the Governor
announced that the estimated budget shortfall through June 30, 2004 is $34.8 billion.

On January 10, 2003, the Governor released his proposed budget for fiscal year 2003-04 (the
"Governor's Proposed 2003-04 Budget") in which he addressed deficits under the 2002 Budget Act
and 2003-04 fiscal year budget shortfalls--a combined $34.6 billion gap between projected revenues
and expenditures over the 2002-03 and 2003-04 fiscal years. To close the balance of the $34.6

billion budget gap, the Governor proposed additional measures that are expected to address the
estimated $24.4 billion budget shortfall not addressed in the Governor's December 2002 mid-year
spending reductions proposals. The following table shows the additional measures by the Governor;

Proposed 2003-04 Budget and the mid-year spending reduction proposals announced in December
2002, which together comprise the Governor's overall solution to closing the entire predicted $34.6
billion budget shortfall:
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ADDRESSING THE OVERALL $34.6 BILLION GAP

(Dollars in Millions)

December Additional

Revision Measui"es Total Percentage

Cuts/Savings $ 8,966.4 $ 11,761.9 $ 20,728.3 59.9%
State-Local 191.6 7,962.4 8,154.0 23.6%
Realignment
Fund Shifts 815.6 1,087.1 1,902.7 5.5%

Transfers/Other 199.7 1914.6 2,114.3 6.1%
Revenue

Loans/Borrowing 25.4 1,657 9 1,683.3 4.9%
Total $ 10,198.7 $ 24,383.9 $ 34,582.6

Source: Governor'sBudgetSummary2003-04.

The Governor's Proposed 2003-04 Budget includes: (i) increasing personal income tax

margins up to 10% and 11% for high-income taxpayers (which according to the Governor is expected
to generate approximately $2.6 billion in additional revenues during fiscal year 2003-04), (ii) raising
sales and use taxes by one cent (which according to the Governor is expected to generate
approximately $4.6 billion in additional revenues during fiscal year 2003-04) and increasing the

cigarette tax $1.10 per pack (which according to the Governor is expected to generate approximately
$1.2 billion in additional revenues during fiscal year 2003-04). The Governor's Proposed 2003-04
Budget shifts to counties roughly $8 billion of health, child care and social service programs for
which the State is currently responsible and reduces State General Fund support to the trial courts by

$300 million. To offset the financial impact of the propo:;ed state-local realignment measurers, $8.2
billion in revenue increases assumed by the Governor as a result of the tax generating measures
described above will be utilized to provide funding to counties and courts for the aforementioned
programs and services.

The Governor's Proposed 2003-04 Budget proposes restoration of Executive Branch
authority to make mid-year adjustments to the budget when revenues fall significantly below
budgeted forecasts. The Governor's Proposed 2003-04 Budget contemplates the creation of a special
budget reserve for proceeds from extraordinary revenue growth to be used for one-time expenditures.

The LAO, in a report issued on January 15, 2003, contends that the Governor's Proposed
2003-04 Budget overstates both baseline costs and budget program savings in numerous areas of the

budget and understates tax revenues. The LAO notes that approximately $8 billion in the difference
between the LAO Report November, 2002 projection of a $21.1 billion deficit and the Governor's
$34.6 billion deficit prediction is attributable to forecasting differences of revenues and program
caseloads that drive expenditures. The balance of the discrepancy between the two agencies'
projections, according to the LAO, is attributable to definitional differences relating to the baseline

used for analyzing expenditure reductions; according to the LAO, the Governor's baseline in some
cases reflects additional spending that would be required to achieve the administration's policy goals
as well as proposals that have not yet been adopted. The La, O does predict that based on more up-to-
date information about revenues and caseload trends and other factors affecting spending, it will

update its estimate of the budget shortfall to the $26-plus b:llion range.
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The LAO issued another report on the Governor's Proposed 2003-04 Budget on February 19,
2003, in which it goes into further analysis of the Governor's Proposed 2003-04 Budget and the
State's economy. The LAO estimated that the adoption of the Governor's Proposed 2003-04 Budget
would result in a positive reserve of about $1.6 billion at the conclusion of 2003-04 and would

address the long-term structural imbalance in the State's budget with revenues and expenditures
roughly balancing in fiscal year 2004-05. The LAO notes that there are a number of key risk factors
that could consume the projected $1.6 billion reserve including a failure to reach agreement on $1.5

billion of revenues from Indian gaming and a reduction in existing federal funding reimbursements.
The LAO states that a restoration of California's fiscal health will occur only if the Legislature either

(i) adopts the major savings and revenue proposals included in the Governor's Proposed 2003-04
Budget or (ii) finds alternative solutions of similar magnitude that are real and largely ongoing in
nature. Absent this, the modest positive fiscal balance that the LAO has projected would, in its view,

be quickly transformed into a large deficit.

On March 18, 2003, the Govemor signed into law legislation passed at the special session of

the Legislature regarding mid-year budget costs for fiscal year 2002-03. The legislation approves
approximately $3.3 billion of spending reductions and budget adjustments for fiscal year 2002-03
and provides $23 million in savings for fiscal year 2003-04. These reductions and budget

adjustments did not have a material impact on the City's General Fund.

Final action on budget adjustments for fiscal year 2002-03 and enactment of the 2003 Budget
Act will occur following negotiations between the Legislature and the Governor over the coming
months. Additional estimates and proposals will be contained in the May Revision to the 2003-04

Governor's Budget, to be released on May 14, 2003.

The Governor's Proposed 2003-04 Budget proposes to reduce the vehicle license fee backfill

to cities and counties by approximately $1.3 billion in fiscal year 2002-03 and $3.0 billion in fiscal
year 2003-04. See "APPENDIX A--THE CITY OF SAN DIEGO_MUNICIPAL GOVERNMENT
AND FINANCIAL INFORMATION--State Budget Deficit" and "--Vehicle License Fee

Reduction" for a discussion of the potential impact of the Governor's Proposed 2003-04 Budget on
City revenues and expenditures.

The City cannot predict whether the Legislature will adopt the Governor's Proposed 2003-04

Budget or what actions will be taken in the future by the State Legislature and the Governor to
address the State's current or future budget deficits. Future State budgets will be affected by national
and state economic conditions and other factors over which the City will have no control. To the

extent that the State budget process results in reduced revenues or increased expenses for the City,
the City will be required to make adjustments to its budget.

CONSTITUTIONAL LIMITATIONS ON TAXES AND APPROPRIATIONS

For a discussion of the constitutional limitations on taxes and appropriations potentially

affecting the City and its ability to make lease payments, see "APPENDIX A--THE CITY OF SAN
DIEGO---LIMITATIONS ON TAXES AND APPROPRIATIONS."
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THE AUTHORI[TY

The Authority is a joint powers agency created pursuant to the provisions of ,Chapter 5 of
Title 1, Division 7 of the Government Code of the State of California. It was created by means of a
joint exercise of powers agreement between the CiEr and the MTDB originally executed in

September of 1987, and as subsequently amended. It is governed by a 3-member Board of Directors,
two of whom are appointees of the City Council of the City and one of whom is appointed by the
Board of the MTDB. Its powers include the power to iss_ae bonds and to acquire, construct, manage,

maintain and operate public transit facilities and related capital improvements to carry out its
purposes. The City Treasurer, Auditor and Comptroller, and Deputy City Manager are its principal
financial officers, and the City Attorney of the City serves as its legal counsel ("General Counsel").

THE CITY

For a description of the City, see "APPENDIX A--THE CITY OF SAN DIEGO."

MTDB

The following information regarding MTDB has been furnished by MTDB for general
information purposes only. MTDB has no liability on tile Bonds or for Lease Payments under the

Lease Agreement, although it owns the Property, whick it has leased to the Authority under the
Property Lease for concurrent lease to the City pursuant to the Lease Agreement. Pursuant to the
Sublease Agreement, MTDB has leased back the Property for purposes of maintenance and
operation.

Organization

MTDB was created effective January26, 1976 pursuant to the Mills-Deddeh Transit
Development Act to provide the policy setting and overall managing agency for a public

transportation system covering two million people residing in the 750 square miles of San Diego
County. In 1985 the organization's original 8-member Board of Directors was increased to
15 members. The Board currently includes four representatives from the City of San Diego and

individual representatives from the Cities of Chula Vista, Coronado, E1 Cajon, Imperial Beach, La
Mesa, Lemon Grove, National City, Poway and Santee. A representative is also appointed by the
San Diego County Board of Supervisors. The Board members elect a representative who, pursuant to
the Board's enabling legislation, serves as the Board's chair.

MTDB was initially charged with the responsibility to plan and construct public mass transit

guideways with special emphasis on cost effective transit systems. MTDB's operating philosophy,
as reflected in its initial enabling legislation, focuses priority consideration on presently available and
proven technology, implementation of its public transit system in affordable increments and the

minimization of construction costs through the use of ex:sting public transportation rights-of-way.
Since its inception, MTDB has acquired San Diego Transit Corporation ("SDTC"), a bus operating
system, and the San Diego and Arizona Eastern railway ("SD&AE") covering over 108 miles of

track right-of-way. MTDB has also developed an LRT system operated by San Diego Trolley, Inc.
(SDTI). MTDB is effectively the umbrella agency and owns the assets of SDTC, SD&AE and SDTI.
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MTDB's responsibilities cover six areas: (a) LRT development, (b) short range metropolitan

area transit planning, (c)the preparation of the region's five-year Transportation Improvement
Program, (d)fund administration for claims made by local operators for various state and federal

funds, (e) provision of overall regional transit services directly or by contract with publie or private
operators and (f) coordination of regional transit fares, transfer, and services with various local
operators. The transit system within the MTDB's planning and development sphere includes 15
express routes, 82 local/urban routes, and several dial-a-ride services. In Fiscal Year 2002,

approximately 79,375,805 million passengers were carried over 32,065,825 million vehicle service
miles through MTDB's transit providers.

The Regional Light Rail Transit Plan

The 1993 Project consists of a portion of MTDB's overall Regional LRT Development Plan
(the "LRT Plan"). The LRT Plan anticipates an ultimate regional LRT system consisting of

112 miles of track. To date, MTDB has planned, designed and built two LRT lines covering a total
of 46.8 miles. The current LRT system consists of a 25.2 mile Blue Line that began operation in July
of 1981 with total development costs of $454.6 million. The Blue Line includes 31 stations and

spans the distance from the International Border with Mexico, to Rancho Mission Road in Mission
Valley. The Orange Line extends 21.6 miles from downtown San Diego to provide transit service to
the eastern communities of Lemon Grove, La Mesa, E1 Cajon and Santee. Service to these

communities began in March of 1986, with the final portion of the line to Santee completed in
August of 1995. The total cost of the Orange Line, $298.6 million, was funded through a
combination of federal grants and State gas and sales tax revenues. The balance of the cost was
covered through local funds.

The Mission Valley East LRT extension is currently under construction with an estimated
completion date of May 2005. Once online, the system will include 5.8 miles of track with 4 new
stations and San Diego's first subway - two-thirds of a mile of track underneath San Diego State

University leading to an underground station. Mission Valley East will close the gap between the
existing Blue and Orange Lines, providing direct connections between East County communities and

the shopping, employment and entertainment centers in Mission Valley and Old Town. Once
Mission Valley East opens, a new Green Line will operate from Santee to the Old Town Transit
Center, the Orange Line will operate from Santee to downtown San Diego and Blue Line service will
extend from the International Border to Qualcomm Stadium.

Finally, the LRT Plan includes a phased 10.4 mile northern extension of the LRT system to
North University City (the "Mid-Coast Line"). LRT alignment has been approved for final design
purposes for the initial 3.4 mile segment from the Old Town Transit Center to Balboa Avenue. In
addition, MTDB has adopted an initial alignment, for planning purposes, for an LRT extension from

Balboa Avenue to North University City.

TAX EXEMPTION

In the opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport

Beach, California ("Bond Counsel"), under existing statutes, regulations, rulings and judicial
decisions, and assuming the accuracy of certain representations and compliance with certain
covenants and requirements described herein, interest on the Bonds is excluded from gross income
for federal income tax purposes and is not an item of tax preference for purposes of calculating the
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federal alternative minimum tax imposed on individuals and corporations. In the further opinion of
Bond Counsel, interest on the Bonds is exempt from State of California personal income tax. Bond

Counsel notes that, with respect to corporations, interest on the Bonds may be included as an
adjustment in the calculation of alternative minimum taxable income which may affect the alternative
minimum tax liability of such corporations.

The difference between the issue price of a Bond (the first price at which a substantial
amount of the Bonds of the same series and maturity :s to be sold to the public) and the stated

redemption price at maturity with respect to such Bond constitutes original issue discount. Original
issue discount accrues under a constant yield method, and original issue discount will accrue to a
Bond Owner before receipt of cash attributable to such excludable income. The amount of original
issue discount deemed received by the Bond Owner will increase the Bond Owner's basis in the

Bond. In the opinion of Bond Counsel, the amount of original issue discount that accrues to the
owner of the Bond 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, and is exempt from State of California personal income tax.

Bond Counsel's opinion as to the exclusion from gross income of interest (and original issue

discount) on the Bonds is based upon certain representations of fact and certifications made by the
Authority, the City and others and is subject to the condition that the Authority complies with all
requirements of the Internal Revenue Code of 1986, as araended (the "Code"), that must be satisfied

subsequent to the issuance of the Bonds to assure that interest (and original issue discount) on the
Bonds will not become includable in gross income for federal income tax purposes. Failure to
comply with such requirements of the Code might cause the interest (and original issue discount) on
the Bonds to be included in gross income for federal income tax purposes retroactive to the date of
issuance of the Bonds. The Authority and the City have covenanted to comply with all such
requirements.

The amount by which a Bond Owner's original basis for determining loss on sale or

exchange in the applicable Bond (generally, the purchase price) exceeds the amount payable on
maturity (or on an earlier call date) constitutes amortizable Bond premium, which must be amortized

under Section 171 of the Code; such amortizable Bond premium reduces the Bond Owner's basis in
the applicable 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 Bond premium

may result in a Bond Owner realizing a taxable gain when a Bond is sold by the Owner for an
amount equal to or less (under certain circumstances) than the original cost of the Bond to the
Owner. Purchasers of the Bonds should consult their" own tax advisors as to the treatment,

computation and collateral consequences of amortizable Bond premium.

Bond Counsel's opinions may be affected by actions taken (or not taken) or events occurring
(or not occurring) after the date hereof. Bond Counsel has not undertaken to determine, or to inform
any person, whether any such actions or events are taken or do occur. The Indenture and the Tax
Certificate relating to the Bonds permit certain actions t_, be taken or to be omitted if a favorable

opinion of Bond Counsel is provided with respect thereto. Bond Counsel expresses no opinion as to
the exclusion from gross income of interest (and original issue discount) on the Bonds for federal
income tax purposes with respect to any Bond if any such action is taken or omitted based upon the
advice of counsel other than Stradling Yocca Carlson & Rauth.
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Although Bond Counsel has rendered an opinion that interest (and original issue discount) on

the Bonds is excluded from gross income for federal income tax purposes provided that the Authority
continues to comply with certain requirements of the Code, the ownership of the Bonds and the
accrual or receipt of interest (and original issue discount) with respect to the Bonds may otherwise

affect the tax liability of certain persons. Bond Counsel expresses no opinion regarding any such tax

consequences. Accordingly, before purchasing any of the Bonds, all potential purchasers should
consult their tax advisors with respect to collateral tax consequences relating to the Bonds.

A copy of the proposed form of opinion of Bond Counsel is attached hereto as Appendix D.

Should the interest with respect to the Bonds become includable in gross income for federal

income tax purposes, the Bonds are not subject to early redemption and will remain outstanding until

maturity or until redeemed in accordance with the Indenture.

Bond Counsel's opinion may be affected by action taken (or not taken) or events occurring

(or not occurring) after the date hereof. Bond Counsel has not undertaken to determine, or to inform
any person, whether any such actions are taken or events are taken or do occur. Although Bond
Counsel has rendered an opinion that interest on the Bonds is excluded from gross income for federal
income tax purposes provided that the Authority continues to comply with certain requirements of
the Code, the accrual or receipt of interest on the Bonds may otherwise affect the tax liability of the

recipient. The extent of these other tax consequences will depend upon the recipient's particular tax
status and other items of income or deductions. Bond Counsel expresses no opinion regarding any

such consequences. Accordingly, all potential purchasers should consult their tax advisors before
purchasing any of the Bonds.

LEGAL MATTERS

Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, California,
Bond Counsel, will render an opinion with respect to the validity of the City's obligations under the
Lease Agreement and as to the validity of the Bonds, the form of which is included as Appendix D.
Copies of such approving opinion will be available at the time of delivery of the Bonds. Certain
legal matters will be passed upon for the Authority by its General Counsel and for the City by the
City Attorney. Bond Counsel's compensation is contingent upon the issuance and sale of the Bonds.

CONTINUING DISCLOSURE

In the Continuing Disclosure Agreement, the City covenants for itself and on behalf of the
Authority for the benefit of holders and beneficial owners of the Bonds to provide certain financial
information and operating data relating to the City by not later than April 11 of each Fiscal Year,
commencing with Fiscal Year 2004 (the "Annual Report") and to provide notices of the occurrence
of certain enumerated events, if material. The Annual Report will be filed with each Nationally

Recognized Municipal Securities Information Repository and with any then existing State Repository
(collectively, the "Repositories"). Currently, there is no State Repository. The notices of material
events will be filed with the Repositories. The specific nature of the information to be contained in
the Annual Report and the notices of material events is described in "APPENDIX E--FORM OF
CONTINUING DISCLOSURE AGREEMENT" attached hereto. These covenants will be made in
order to assist the Underwriter in complying with Rule 15c2-12(b)(5) promulgated under the
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Securities and Exchange Act of 1934, as amended. The City has never failed to comply in all
material respects with any previous undertakings with regard to said Rule to provide annual reports

or notices of material events. For a detailed description of the City's responsibilities under the
Continuing Disclosure Agreement, see "APPENDIX E--FORM OF CONTINUING DISCLOSURE
CERTIFICATE."

LITIGATION

To the City's or the Authority's knowledge, there is no litigation pending or threatened in any

way to restrain or enjoin the issuance, execution or delivery of the Bonds, to contest the validity of
the Bonds, the Indenture, the Lease Agreement, or any proceeding of the City or the Authority with
respect thereto. To the knowledge of the Authority and :its cotmsel, there are no lawsuits or claims

pending against the Authority which will materially affect the Authority's finances so as to impair its
ability to pay the principal of, premium (if any) and interest on the Bonds when due. To the
knowledge of the City and the City Attorney, there are pending against the City lawsuits and claims

arising in the ordinary course of the City's activities which taken individually or in the aggregate,
could materially affect the City's finances. However, t_tking into account expected insurance and
self-insurance reserves expected to be available to pay liability arising from such actions, the City

does not expect any or all such claims to impair its ability to make Lease Payments when due. See
"APPENDIX A--THE CITY OF SAN DIEGO--LITIGATION POTENTIALLY ADVERSELY

AFFECTING THE GENERAL FUNDS OF THE CITY" for a discussion of pending Litigation
against the City.

RATINGS

It is expected that Fitch Ratings ("Fitch") will assign the Bonds a rating of "AAA," Moody's
Investors Service ("Moody's') will assign the Bonds a rating of "Aaa" and Standard & Poor's

Corporation ("S&P") will assign the Bonds a rating of "AAA," based upon the issuance of the
Financial Guaranty Insurance Policy by the Insurer. Fitch, Moody's and S&P have assigned
underlying ratings to the Bonds without respect to the issuance of the Financial Guaranty Insurance

Policy of "AA+," "Aa3" and "AA-," respectively. Any desired explanation of the significance of
such ratings should be obtained from the respective rating agencies. The Authority furnished to such
rating agencies certain information and materials respecting the Bonds, the Authority and the City.
Generally, rating agencies base their ratings on the information and materials so furnished to them

and on their investigations, studies and assumptions. There is no assurance that such ratings will
continue for any given period of time or that they will not be lowered or withdrawn entirely if, in the
judgment of the respective rating agency, circumstances so warrant. Any such change in or
withdrawal of such ratings could have an adverse effect on the market price of the Bonds.

FINANCIAL ADVISOR

Public Resources Advisory Group of New York, New York has entered into a contract to
serve as financial advisor to the City with respect to the sale of the Bonds. The financial advisor

assisted the City in the preparation of this Official Statement and in other matters relating to the
planning, structuring, and issuance of the Bonds. The financial advisor will receive a fee for the
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above services payable from proceeds of the Bonds, which is contingent upon the issuance of the
Bonds. The financial advisor will not participate in the initial underwriting of the Bonds.

UNDERWRITING

The Bonds were purchased at competitive sale for re-offering by Banc of America Securities,

LLC (the "Underwriter"). The Underwriter has agreed to purchase the Bonds at a price of
$15,136,670.38, which is equal to the par value of the Bonds less an underwriter's discount of

$170,318.07, plus net original issue premium of $51,988.45. The Underwriter will purchase all of
the Bonds if any are purchased. The Underwriter may offer and sell Bonds to certain dealers and

others at a price lower than the offering price stated on the cover page though the offering price may
be changed from time to time by the Underwriter.

FINANCIAL STATEMENTS OF THE CITY

Included herein as Appendix B are the audited financial statements of the City as of and for
the year ended June 30, 2002, together with the report thereon dated November 27, 2002 of

Calderon, Johan & Osborn, an Accountancy Corporation, Certified Public Accountants (the

"Auditor"). Such audited financial statements have been included herein in reliance upon the report
of the Auditor. The Auditor has not undertaken to update the audited financial statements of the City
or its report or to take any action intended or likely to elicit information concerning the accuracy,

completeness or fairness of the statements made in this Official Statement, and no opinion is
expressed by the Auditor with respect to any event subsequent to its report dated November 27,
2002.

The Governmental Accounting Standards Board (GASB) published its Statement No. 34
"Basic Financial Statements - and Management's Discussion and Analysis - for State and Local

Governments" on June 30, 1999. Statement No. 34 provides guidelines to auditors, comptrollers, and
financial officers on requirements for financial reporting for all governmental agencies in the United
States.

The requirements of Statement No. 34 are effective in three phases based on a government's
total annual revenues in the first fiscal year ending after June 15, 1999. Governments with total

annual revenues (excluding extraordinary items) of $100 million or more (phase 1) were required to
apply Statement No. 34 for periods beginning after June 15, 2001. Governments with at least $10

million but less than $100 million in revenues (phase 2) are required to apply Statement No. 34 for

periods beginning after June 15, 2002. Governments with less than $10 million in revenues (phase 3)
are required to apply Statement No. 34 for periods beginning after June 15, 2003. Governments that

elect early implementation of Statement No. 34 for periods beginning before June 15, 2000, should
also implement GASB Statement No. 33, Accounting and Financial Reporting for Nonexchange
Transactions, at the same time. If a primary government chooses early implementation of Statement
No. 34, all of its component units also should implement this standard early to provide the financial
information required for the government-wide financial statements.

Prospective reporting of general infrastructure assets is required at the effective dates of
Statement No. 34. Retroactive reporting of all major general governmental infrastructure assets is

encouraged at that date. For phase 1 and phase 2 governments, retroactive reporting is required four
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years after the effective date on the basic provisions for all major general infrastructure assets that
were acquired or significantly reconstructed, or that re,zeived significant improvements, in fiscal
years ending after June 30, 1980. Phase 3 governments are encouraged to report infrastructure
retroactively, but may elect to report general infrastructure prospectively only.

The City has implemented the provisions of Statement No. 34 for the fiscal year ending
June 30, 2002.

VERIFICATION OF MATHEMATICAL COMPUTATIONS

Upon delivery of the Bonds, McGladrey & Pullen, LLP, Minneapolis, Minnesota, will

deliver a report verifying the mathematical accuracy of certain computations concerning (i)the
adequacy of the maturing principal amounts of and interest on the Escrowed Federal Securities to

redeem the outstanding 1993 Bonds in full on June 1, 2003, as described herein, and (ii) the yield on
the Bonds and on such Escrowed Federal Securities considered by Bond Counsel in its determination

that the portion of Lease Payments designated as and comprising interest and received by owners of
the Bonds is excluded from gross income for federal income tax purposes.
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MISCELLANEOUS

Included herein are brief summaries of certain documents and reports, which summaries do

not purport to be complete or definitive, and reference is made to such documents and reports for full
and complete statements of the contents thereof. Any statements in this Official Statement involving

matters of opinion, whether or not expressly so stated, are intended as such and not as representations
of fact. This Official Statement is not to be construed as a contract or agreement between the City

and the purchasers or Owners of any of the Bonds.

The execution and delivery of this Official Statement has been duly authorized by the City.

CITY OF SAN DIEGO/MTDB AUTHORITY

By: /s/Harry Mathis
Chairman
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APPENDIX A
THE CITY OF SAN DIEGO

The information and expressions of opinion set forth herein have been obtained from
sources believed to be reliable, but such information is not guaranteed as to accuracy or completeness.
Statements contained herein which involve estimates, forecasts, or matters of opinion, whether or not
expressly so described herein, are intended solely as such and are not to be construed as
representations of facts. The information and expressions of opinion herein are subject to change
without notice, and neither delivery of this Official Statement nor any sale thereafter of the securities
offered hereby shall under any circumstances create any implication that there has been no change in
the affairs of the City or in any other information contained herein since the date of the Official
Statement.

INTRODUCTION

With a total population of approximately 1.3 million in 2002, and a land area of 330 square
miles, the City of San Diego (the "City") is the seventh largest city in the nation and the second largest
city in California. The City is the county seat for the County of San Diego (the "County") and is the
County's business and financial center.

Based on estimates published by the California Department of Finance in May 2002, the
City's population grew by 9.7% between 1993 and 2002, with an average increase of approximately
12,300 annually. A major factor in the City's growth is its quality of life. In addition to having a
favorable climate, the City offers a wide range of cultural and recreational services to both residents and
visitors. With mild temperatures year round, the City's numerous beaches, parks, tennis courts, and golf
courses are in constant use.

Another factor in the City's growth is its diversified economy. Recent growth has been
concentrated in four major areas: high tech manufacturing and research (including electronics,
telecommunications, scientific instruments, drugs, and biomedical equipment); professional services;
tourism; and international trade. Historically, the City has also benefited from a stable economic
foundation composed of basic manufacturing (ship building, industrial machinery, television & video
equipment, and printing & publishing), public and private higher education, health services, military, and
local government.
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ECONOMIC AND DEMOGRAPHIC INFORMATION

Data contained under this caption is intended to portray economic, demographic, and

business trends within the City. While not constituting direct revenue sources as such, these trends

help explain changes in revenue sources such as property taxes, sales taxes, and transient occupancy

taxes, which could be affected by changes in economic conditions.

Population

As set forth in Table 1 below, between January 1, 1993, and January 1, 2002, the City's

population has increased by 111,000 (or by approximately 12,300 new residents annually during this

period).

Table 1

POPULATION GROWTH O)

Calendar Years 1993 through 2002

Calendar City of Annual County of Annual State of Annual
Year (z) San Diego Growth Rate San Diego Grcwth Rate California Growth Rate

1993 1,144,700 0.9% 2,594,100 0.8% 31,150,000 1.4%
1994 1,144,200 0.0% 2,604,400 0.4% 31,418,000 0.9%
1995 1,145,400 0.1% 2,613,100 0.3% 31,617,000 0.6%
1996 1,146,900 0.1% 2,621,100 0.3% 31,837,000 0.7%
1997 1,159,100 1.1% 2,653,400 1.2% 32,207,000 1.2%
1998 1,176,900 1.5% 2,702,800 1.9% 32,657,000 1.4%
1999 1,200,800 2.0% 2,751,000 1.8% 33,140,000 1.5%
2000 1,221,200 1.7% 2,805,900 2.0% 33,753,000 1.8%

2001 1,240,200 1.6% 2,859,900 1.9% 34,385,000 1.9%
2002 1,255,700 1.2% 2,918,300 2.0% 35,037,000 1.9%

(1) In May 2002, the California Department of Finance published revised population estimates for the 3,ears 1991 through
1999 in order to account for the 1990 Census undercount. These r,_visedestimates increased the population estimates for
the City, the County, and the State of California in the year 1991 and reduced the annual rates of growth in subsequent
years.

(2) As of January 1 of the calendar year.

Source: State of California, Department of Finance

As indicated in the following table, attendance in kindergarten through grade 12 in the San

Diego Unified School District shows a moderate overall growth in the five-year period from 1998-1999 to

2002-2003 school years. However, there has been a slighl: decline in enrollment in the last two school

years. The San Diego Unified School District's boundaries include 85% of the City of San Diego's land
area.
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Table 2
SAN DIEGO UNIFIED SCHOOL DISTRICT

ENROLLMENT (_)

School Year 1998-1999 through 2002-2003

School Year Enrollment

1998-1999 138,974

1999-2000 142,021

2000-2001 143,244

2001-2002 142,430

2002-2003 140,717

(1) Enrollment is defined as the total number of students enrolled on a survey date in late September/early October of the
school year.

Source: San Diego Unified School District, Pupil Accounting

Employment Summary

As seen in Table 3, the City's unemployment rate for calendar year 2002 averaged 4.4%, up from a

rate of 3.3% during calendar year 2001. The City's 2002 unemployment rate was below both the national

rate of 5.8% and the State's rate of 6.7%. During 2002, average employment in the City was up by
approximately 10,710 from 2001 levels. Preliminary data for March 2003, the latest available data,

indicates that the City's unemployment rate was 4.3%. Data for 2001 and 2002 reflect estimates, which
will be revised at a future date.

Table 3

ESTIMATED AVERAGE ANNUAL EMPLOYMENT AND

UNEMPLOYMENT OF CITY OF SAN DIEGO RESIDENT LABOR FORCE

Calendar Years 1998 through 2002

1998 1999 2000 2001(1) 2002(1)

Civilian Labor Force

City of San Diego

Employed 584,100 604,700 623,200 633,620 644,330
Unemployed 21,700 19,600 19,600 21,620 29,410
Unemployment Rates
City 3.6% 3.1% 3.1% 3.3% 4.4%
County 3.5% 3.1% 3.0% 3.2% 4.3%
California 5.9% 5.2% 4.9% 5.3% 6.7%

United States 4.5% 4.2% 4.0% 4.8% 5.8%

(1) Subject to future revision.

Source: State of California Employment Development Department, Labor Market Information Division; and the U.S.
Department of Labor, Bureau of Labor Statistics
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Table 4 provides the California Employment Development Department's estimates of total
annual nonagricultural wage and salary employment by major industry in the County from calendar years

1998 through 2002. Annual employment information is not regularly compiled by sector for the City
alone. As shown, total nonagricultural wage and salary employment in the County increased by 139,200

new jobs during this period. During calendar year 2002, employment in San Diego County increased by

23,100 new jobs over the prior year.

Table 4

SAN DIEGO COUNTY

WAGE AND SALARY EMPLOYMENT

Calendar Years 1998 through 2002

INDUSTRY CATEGORY 1998 1999 2000 2001 °_ 2002 (1)

Mining 300 300 400 300 300
Construction 61,800 67,000 70,400 73,400 75,500
Manufacturing 127,600 128,100 129,700 130,600 128,300

Nondurable Goods 35,800 36,500 37,800 37,500 37,600
Durable Goods 91,800 91,600 91,900 93,100 90,700

Transportation, 47,000 51,300 50,900 52,000 50,500
Communications,
Utilities (z)

Trade 249,400 256,500 267,800 271,100 278,000
Wholesale 48,300 50,300 52,300 50,300 50,200
Retail 201,100 206,100 215,500 220,800 227,800

Finance, Insurance, Real 65,300 69,800 70,800 72,300
Estate 68,700

Services 359,600 381,700 400,600 409,500 420,500
Government 194,500 199,300 206,800 213,900 219,400

Federal 43,300 42,500 42,600 40,100 40,000
State and Local 151_200 156,_800 164_200 1737800 179_400

TOTAL

NONAGRICULTURAL (3) 1,105,500 1,152,900 1,196,500 1,221,600 1,244,700

(1) Subject to future revision.
(2) Includes trucking and transit services, telephone and broadcast/cable services, and gas and electric services.
(3) Figures may not add to total due to independent rounding.

Source: State of California Employment Development Department

Since the industry employment data referenced above is organized by standard industrial

classification codes, employment in the various high teeh categories, such as Telecommunications,

Software and Biotechnology may not fall into a single employment sector alone. For example, some
telecommunications firms appear in Manufacturing, while others appear in Services.

Several key industry categories exhibited strc.ng employment growth in calendar year 2002.

The Services sector (+I 1,000) alone represented approximately half of total employment growth for the

County. Within the Services sector, Health Services recorded the largest net gain, up by 2,500 jobs,
followed by an increase of 1,400 jobs in Engineering and Management and an increase of 1,200 jobs in
Business Services. Other key employment growth sectors during calendar year 2002 included

Construction (+2,100), Wholesale and Retail Trade (+6,900), and Government (+5,500). Among the
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sectors that showed a decline in jobs in the calendar year 2002 were the Manufacturing sector (-2,300) and

the Transportation, Communications, and Utilities Sector (-1,500).

The increase in the Government sector, which accounted for 18% of the total

nonagricultural wage and salary employment in the County in 2002, occurred in State and local

government agencies. Almost all of the increase in State and local government agencies is due to gains in
public education and the Other Local Government category, which includes Special Districts and Indian
Tribal Governments.

Taxable Sales

Taxable transactions at retail and other outlets in the City at the end of the First Quarter of
2002, the most recent data available from the California State Board of Equalization, totaled $3.9 billion,

up 0.23% from the end of the First Quarter of 2001. Taxable transactions in the City during calendar year

2001 totaled approximately $16.4 billion, up 1.7% from 2000, and up 32.1% from 1997. The slight
increase in taxable sales from calendar years 2000 to 2001 can be attributed to the general slow down of

the economy. Table 5 provides annual sales information by type of outlet for calendar years 1997 through
2001.

Table 5
CITY OF SAN DIEGO

TAXABLE TRANSACTIONS

Calendar Years 1997 through 2001

(in thousands)

1997 1998 1999 2000 2001_1)

RETAIL STORES

Apparel $485,551 $530,734 $542,041 $588,012 $613,179
General Merchandise 1,354,698 1,436,535 1,597,102 1,794,468 1,861,711
Food 554,625 582,183 622,909 662,346 673,384

Eating and Drinking 1,380,894 1,496,032 1,603,968 1,772,507 1,851,358
Home Furnishings and 444,930 469,158 546,746 619,383 684,858

Appliances
Building Materials and 603,365 716,231 809,022 944,386 1,093,716

Farm Implements
Auto Dealers & Supplies 1,189,462 1,331,411 1,519,137 1,745,186 1,868,692
Service Stations 673,078 614,156 742,143 977,675 966,913
Other 1,686,807 1,790,441 1,948,871 2,173,098 2,114,389

Total Retail Stores $8,373,410 $8,966,881 $9,931,939 $11,277,061 $11,731,149
All Other Outlets 4,024,433 4,343,598 4,563,715 4,822,132 4,640,363

TOTAL ALL OUTLETS $12,397,843 $13,310,479 $14,495,654 $16,099,193 $16,371,512

(1) Data for calendar year 2001 were calculated by adding quarterly reports published by the California State Board of
Equalization, and may be subject to future revision.

Source: California State Board of Equalization
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Tourism

Based on year-end data for 2002 from Smith Travel Research, San Diego outperformed
most major markets, ranking third highest among the top 25 hotel markets in terms of average occupancy
rate during 2002 and sixth highest in terms of average daily room rate. For January 2003, due to activity
related to the San Diego's hosting of Super Bowl XXXVII, the region far outperformed the other top 25
markets, with room revenues up 33.2% from January 2002.

According to the San Diego Chamber of Commerce, the visitor industry is the County's
third largest industry in terms of income generation, behind manuthcturing and the military. As shown in
Table 6, visitor spending in the County totaled $5.04 billion in 2002, up 7.2% from 1998 but down 1.6%
from 2001. According to the San Diego Convention and Visitors Bureau, a decline in business spending,
weakening consumer confidence, and the threat and the subsequent outbreak of war in Iraq have had an
impact on the tourism industry nationwide. The San Diego Convention and Visitor's Bureau also reported
that there were 7.5 million passenger arrivals at Lindberg Field in 2002, down by approximately 1.5%
from 2001.

Table 6
SAN DIEGO COUNTY

TOTAL VISITOR SPENDING (1)

Calendar Years 1998 through 2002
(in billions)

Calendar Year Amount

1998 $4.70
1999 $4.88
2000 $5.23
2001 $5.12
2002 $5.O4

(1) Visitor spending is an estimateof total direct and indirect visitor expendituresas derivedfrom the Visitor Activity
Model/VisitorProfileStudypreparedbyCIC Research,Inc. for the '3anDiegoConventionandVisitors]Bureau.

Source: SanDiegoConventionandVisitorsBureau

As shown in Table 7, the City's Transient Occupancy Tax ("TOT") revenues have grown
approximately 17% between Fiscal Year 1998 and Fiscal Year 2002, an average annual increase of 4.1%.
In the Fiscal Year 2002 TOT revenues decreased by 9.8% from the prior year due in part to the effects of a
weak economy and the events of September 11, 2001. The latest available data shows that fiscal year-to-
date TOT receipts as of February 2003 totaled approximately $70 million, showing an increase of 10%
from the same period in 2002.
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Table 7
CITY OF SAN DIEGO

TRANSIENT OCCUPANCY TAX 0)

Fiscal Years 1998 through 2002
(in thousands)

Fiscal Year Amount

1998 $ 85,088
1999 $ 92,128
2000 $ 96,821
2001 $109,879
2002 $ 99,161

(1) Includesboth the GeneralFund portionof TOT (5.5¢ of 10.5¢) and the balance (5¢ of 10.5¢)allocatedto Special
PromotionalPrograms.

Source: Cityof SanDiegoComprehensiveAnnualFinancialReport

The City is the focal point for tourism in the County. The Convention Center,
approximately 70% of the County's hotel and motel rooms, and 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,
and Balboa Park - home to the San Diego Zoo and a host of other cultural and recreational activities.

In addition to the many permanent attractions available to visitors, the City has also been
host to a number of major events. The City annually hosts the Buick Invitational, a Professional Golfers'
Association Tour Event played at the Torrey Pines Golf Course, a world-renowned golf course, owned
and operated by the City of San Diego. In addition, since 1978, the City has annually hosted the Holiday
Bowl, a post season contest of elite college football teams.

The City also hosted the America's Cup in 1992 and 1995, the Super Bowl and World
Series in 1998, and more recently the Super Bowl in 2003. In addition, the City was the site for the
Republican National Convention held in August 1996. The Torrey Pines' South Course is scheduled to
play host to the United States Open Golf Tournament in 2008.

In September 2001, the San Diego Convention Center expansion was completed, doubling
the size of the existing facility to 2.6 million total gross square feet. According to the San Diego
Convention Center Corporation, in Fiscal Year 2002 the Convention Center generated approximately $363
million in direct delegate spending and an estimated $880 million in total regional economic impact
(direct and indirect spending).
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Military

Military and related defense spending is the second most important component of the San
Diego economy, with only manufacturing making a larger contribution to San Diego County's Gross
Regional Product. Prior to 1990, San Diego's civilian defelase contractors were primarily concentrated in
aerospace manufacturing. During the 1990's, the focu'._ of local defense contracting shifted from
aerospace manufacturing to research and development, with shipbuilding and repair remaining an
important component. This transformation received additional impetus with the relocation of the Space
and Naval Warfare Systems Command (SPAWAR) to San Diego from Virginia, in 1997. SPAWAR is
responsible for administering contracts to meet the Navy's continuing need for state-of-the-art command
and communications systems.

According to the San Diego Chamber of Commerce, defense related expenditures (active
duty payroll and retirement benefits, base expenditures, and defense contracts) in the County during the
federal Fiscal Year ended September 30, 2001, totaled approximately $10.0 billion, up from $9.8 billion in
2000. With a total active duty military and civilian payroll 3f $3.8 billion in the federal Fiscal Year 200I,
San Diego continued to lead all counties in the nation in terms of combined military and civilian payrolls.
In addition to active duty and civilian payroll, retirement benefits totaled $1.1 billion. Total defense
contracts awarded to County-based businesses totaled $3.8 billion during the federal Fiscal Year 2001, of
which $2.8 billion were awarded to procurement contracts and another $0.9 billion to various classified
contracts and subcontracts of less than $25,000 each. According to the San Diego Chamber of Commerce
estimate of June 1, 2001, active duty military personnel in the County totaled 103,982 and the civilian
employment totaled 20,500.

International Trade

The value of exports presented in the table below is from RAND California, Merchandise
Exports from U.S. Customs District series. In prior years, exports were reported based on Metropolitan
Areas as reported by the International Trade Administration. The Customs District classification has been
adopted because of the availability of more current data. Export values reflect exports of merchandise
grown, produced, or manufactured in the U.S as well as re-exports of foreign merchandise. The total
value of exports from San Diego Customs District grew approximately 31% in the five-year period from
1998 to 2002. While there was a slight decline in annual exports from 2000 to 2001, the latest data
indicates a turnaround. At the end of calendar year 2002, the value of exports totaled approximately $12.9
billion, up 4.3% from calendar year 2001.
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Table 8
VALUATION OF EXPORTS

ORIGINATING IN SAN DIEGO

Calendar Years 1998 through 2002

(in billions)

Calendar Year Total Exports
1998 $ 9.8

1999 $10.8

2000 $12.7

2001 $12.3

2002 $12..9

Source: RAND California, Business and Economic Statistics

Major Employers

The City is host to a diverse mix of major employers representing industries ranging from
education and health services, to diversified manufacturing, financial services, retail trade and amusement
and recreation. Table 9 lists the City's major employers. The list is compiled from information gathered

by the City of San Diego. All of the businesses listed in the table have their main offices in the City, with
many having branch offices and/or production facilities in other areas of the County. Accordingly, not all
employees of these businesses work within the City.
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Table 9
CITY OF SAN DIEGO

MAJOR EMPLOY'ERS (_)

As of April 2002

Em ployer Product/Service

10,000 or More Employees:

San Diego Unified School District Education
Sharp Health Care Health Care
University of California, San Diego Higher Education

5,000 - 9,999 Employees:

Kaiser Permanente Health Care

Qualcomm Wireless Communications

San Diego Community College District Higher Education
Scripps Health Health Care
Sempra Energy Utility

3,000 - 4,999 Employees:

ADDECO Employment Services Employment Services
Children's Hospital and Health Care Health Care
Cubic Corporation Electronic Systems
Palomar Pomerado Health System Health Care
Samsung Electronics
San Diego State University Higher Education
SBC/Pacific Bell Utility
Science Applications International Corporation Research and Development
Seaworld of California Entertainment

Solar Turbines Gas Turbine Manufacturing
Sony Technology Center Electronics
UCSD Health Care Health Care

United Parcel Service Delivery Service
University of San Diego Higher Education

2,000 - 2,999 Employees:

Jack in the Box Inc. Restaurants

Hewlett Packard Company Electronic Instruments
Manpower Temporary Services Employment Services
National Steel & Shipbuilding Company Shipbuilding, Repair
Nordstrom Department Store
Scripps Research Institute Biomedical Research
YMCA of San Diego County Family Recreation
Zoological Society of San Diego Entertainment

(1) Does not include various major public employers, including the City, the County, and the federal government with a
combined total county employment of 116,100 as of April 2002.

Source: City of San Diego
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Effective Buying Income

Table 10 shows the per capita Effective Buying Income (EBI) for the City, the County, the
State, and the United States for calendar years 1997 through 2001.

Table 10
PER CAPITA EFFECTIVE BUYING INCOME (1)

Calendar Years 1997 through 2001

Calendar City of County of State of United
Year San Diego San Diego California States

1997 $15,804 $15,618 $15,797 $16,281
1998 $16,291 $16,101 $16,299 $16,895
1999 $1"/,443 $17,270 $17,245 $17,691
2000 $19,238 $19,498 $19,081 $18,426
2001 $19,723 $19,092 $18,652 $18,491

(1) Effective Buying Income is defined as the aggregate of wages, salaries, interest earnings, and all forms of public assistance
income (such as Social Security and unemployment compensation) less personal tax payments, contributions to Social
Security, and the value of income "in kind" from food stamps, public housing subsidies, medical care etc. Effective
Buying Income is a proxy for "disposable" or "after-tax" income.

Source: Sales & Marketing Management Magazine "Survey of Buying Power"

Building Permits

Table 11 provides a summary of the building permit valuations, and the number of new

dwelling units authorized in the City, for Fiscal Years 11998 through 2002. The valuation of non-

residential permits includes both private, commercial construction and publicly funded, non-tax generating
projects.

Table 11

CITY OF SAN DIEGO

BUILDING PERMIT VALUATIONS

AND NUMBER OF DWELLING UNITS

Fiscal Years Ended June 30, 1998 through 2002

1998 1999 2000 2001 2002

Valuation (in thousands)
Residential $890,476 $857,747 $1,185,999 $1,181,385 $1,244,917
Nonresidential 576J 7__0_0 783 106 960,479 693_687 854,_831
Total $1,466,646 $1.640.853 $2,146,478 $1,875,072 $2,099,748

Number of New Dwelling
Units:

Single Family 3,032 2,612 2,084 2,075 2,347
Multiple Family 3_,_018 _ 5662 3,829 4.000
Total 6.1)50 5.468 77=_46_ 5.904 6.347

Source: City of San Diego, Planning and Development Review Department

A-11



Business Development Program

The City actively supports economic dew_lopment and job creation activities. A key
element of these activities is the Business Expansion and Retention Program (BEAR Program), a
proactive effort on the part of the City to work directly with businesses to retain local firms and help them
expand their investment and job growth. This program was created in 1995 by integrating the City's
existing business development activities to provide centrali_:edcoordination and data management, and to
expand operational relationships with partnership agencies such as the San Diego Regional Economic
Development Corporation, Sempra Energy, the San Diego Science and Technology Commission, and the
San Diego Workforce Partnership. BEAR Program components include business incentives, targeted
assistance, and sales and use tax rebates through the Business Cooperation Program, Business Outreach
Program, and Business Finance Program.

A further element of the City's overall business development effort has focused on
streamlining the permitting process and, when feasible, eliminating or reducing fees and permits. A major
component of this streamlining effort has been to reduce development permit processing time by one-half.

The City also operates the Office of Small Business, which provides a broad range of
assistance programs for the many small businesses in the City. In 1995, the City Council reduced the
annual Business License Tax for all businesses with 12 or fewer employees to a fiat fee of $34 per
business with no per employee charge. The City charges an annual fee of $125 plus $5 per employee for
businesses with 13 or more employees.

Transportation

San Diego has a well-developed highway :_ystem. Access in and out of the region is
provided by five major freeways running north and south and three freeways running east and west.

Public transportation through the City and surrounding communities is provided by the San
Diego Metropolitan Transit Development Board ("MTDB"). The San Diego Trolley, Inc. operates a fleet
of electric trolleys that provides transportation for commuters and tourists from downtown San Diego to
San Ysidro (adjacent to Tijuana), and from downtown San Diego to the southern part of the County and
East County. The East Line extension to Santee was completed in 1996. This 3.6-mile extension
connects the cities of E1Cajon and Santee. The trolley also provides service from downtown San Diego to
the waterfront area, including the Convention Center. An extension providing additional service from
downtown to the historical Old Town section of the City was completed in 1996. In addition, the Mission
Valley extension, which connects Old Town with Qualcorm-n Stadium and the Mission Valley shopping
area, ending at the Mission San Diego, opened in 1997.

Construction is in progress on the 6-mile Mission Valley East Trolley Extension. The
project, scheduled for completion in 2004, will extend east from Qualcomm Stadium connecting Mission
Valley with San Diego State University, La Mesa, and East County. The extension will include four new
trolley stops, including a subterranean station at San Diego State University. The project is estimated to
cost approximately $435 million, including $330 million in appropriations from the federal government.

A 43-mite Coaster Commuter rail line from Oceanside to downtown San Diego came into
service in 1995. This line links the communities along the coast from Oceanside to Del Mar with
downtown San Diego and is operated by North County Transit District.
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Recently, MTDB granted the rights to operate an east-west rail line to the Carrizo Gorge
Railway. It is anticipated that the line, which will connect San Diego and northern Baja California with
the rest of Mexico and the United States, will open and begin shipping freight in calendar year 2003. This
additional rail line will complement already existing rail service coming into San Diego County from the
north and reduce shipping rates and tinms for companies moving products between San Diego, Mexico,
and the Southwest.

In November 1987, voters approved Proposition A which, authorized a one-half cent
increase to the local sales tax to fund transportation improvements for the San Diego region. The City's
budget for Fiscal Year 2003 included $25.8 million in Proposition A funds. The one-half cent increase to
the local sales tax, authorized by Proposition A, is scheduled to expire in 2008.

In June 1990, voters approved State Propositions 108, 111, and 116 which, increased the
State gas tax and authorized the sale of rail bonds. The revenues generated from these measures are to be
used to implement a comprehensive Statewide transportation funding program. The City's budget for
Fiscal Year 2003 included $22.9 million in Proposition 111 funds. Revenues from this source supplement
the City's street maintenance and resurfacing program and other street related services, including traffic
light and signal maintenance, median maintenance and traffic engineering to ensure efficient traffic flow.

MUNICIPAL GOVERNMENT AND FINANCIAL INFORMATION

Governmental Organization

The City is a charter city and operates under the Council-Manager form of government.
The City Council is comprised of eight members elected by district to serve overlapping four-year terms.
The Mayor, who presides over the City Council, is elected at large to serve a four-year term. The City
Council, which acts as the City's legislative and policy-mal_ng body, selects the City Manager, who is the
City's chief administrator and is responsible for implementing the policies and programs adopted by the
City Council.

Accounting Practices

The City's accounting policies conform to generally accepted accounting principles
applicable to governmental entities. The City's Governmental Funds use the modified accrual basis of
accounting. Under the modified accrual basis of accounting, revenues are recorded when both available
and measurable. Certain fines and forfeitures, however, are recorded when received, as they are not
susceptible to accrual. Expenditures are recognized when the related liability is incurred except for (1)
principal of and interest on general long-term debt, which are recognized when due, and (2) employee
annual leave and claims and judgments for litigation and self-insurance which are recorded in the period
due and payable. Proprietary and Pension Trust Funds use the accrual basis of accounting. Under the
accrual basis of accounting, revenues are recognized when earned, and expenses are recorded when
incurred. Agency Funds also use the accrual basis of accounting to recognize receivables and payables.

The City prepares financial statements ammally in conformity with generally accepted
accounting principles for governmental entities, which are audited by an independent certified public
accountant. The annual audit report is generally available about 180 days after the June 30 close of each
Fiscal Year. The City's most recent general purpose financial statements for the Fiscal Year ended June
30, 2002, were audited by Calderon, Jaham & Osborn, CPAs.
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Budgetary Process

The City's annual budget, which is adopted in July and published in October, is the
culmination of the annual budget process, which begins in the fall of the preceding year. Public input on
service and program priorities is solicited. This input serve:; as part of the City Council's priority setting
for the development of the budget.

Based upon City Council budget priorities, departments submit operating and capital
improvement project requests to the City Manager for review by the Financial Management Department.
The City Manager evaluates and prioritizes the program requirements, determines funding availability,
and develops a balanced budget as required by the City Charter. This proposed balanced budget is
published and presented to the City Council by their first meeting in May.

During May and June, the Mayor and City Council conduct budget meetings to review the
Proposed Budget. Public comment is received at this time. The budget meetings are conducted as
Council workshops focusing on policy issues.

As required by the City Charter, the City Council adopts the Annual Budget and
Appropriation Ordinance no earlier than the date of the first Council meeting in July and no later than the
last meeting in July. The adoption of the Appropriation Ordinance requires two noticed public hearings,
which are usually held on consecutive days. The Annual Tax Rate Ordinance is adopted no later than the
last City Council meeting in August.

The Financial Management Department works closely with the City Auditor and
Comptroller to monitor fund balances, as well as revemle projections, throughout the Fiscal Year.
Variations from budget or plans are alleviated in a number of ways, including expenditure reductions or
deferrals. As another technique of accomplishing budgetary control, the City also maintains an
encumbrance accounting system, under which purchase orders, contracts, and other commitments for the
expenditure of funds are recorded in order to reserve that portion of the applicable appropriation.

Five Year Summary of Financial Results

Tables 12 and 13 present the Balance Sheet and the Statement of Revenues, Expenditures,
and Changes in Fund Balance of the City's General Fund for Fiscal Years 1998 through 2002 in the
format presented in the Comprehensive Annual Financial Report (CAFR). Effective as of the Fiscal
Year ending June 30, 2002, there has been a change in the reporting system of CAFR. The City Auditor
and Comptroller has implemented accounting and reporting requirements known as GASB Statement No.
34 (GASB 34). GASB 34 requires the preparation of Goverranent-wide statements, which are intended to
complement the fund financial statements. The Government-wide statements are prepared on a full-
accrual basis, rather than modified accrual basis. GAS]!| 34 requires expense classifications to be
presented by major functional activities performed by the government, regardless of the fund in which the
activity was accounted for. To satisfy this requirement, the City Auditor and Comptroller re-analyzed the
services provided by different departments/divisions and re-grouped them by the function/activity that
best describes those services.
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Table 12
CITY OF SAN DIEGO

BALANCE SHEET FOR THE GENERAL FUND

Fiscal Years Ended June 30, 1998 through 2002
(in thousands)

1998 1999 2000_ 2001 2002
ASSETS

Cash or Equity in Pooled Cash $23,516 $16,005 $24,708 $48,777 $34,245
& Investments
Receivables:

Taxes -Net 27,739 27,491 30,182 32,431 44,277
Accounts-Net 26,392 29,856 32,805 38,016 42,129
Claims - Net 41 9 36 16 48
Notes ..........

Accrued Interest 2,451 1,745 2,744 3,011 1,810
From Other Funds 82,923 94,54'7 109,686 87,135 76,147
From Other Agencies 613 1,068 1,068 1,635 68
Advances to Other Funds 4,570 6,771 9,920 10,628 12,517
Advances to Other Agencies 350 350 350 350 350
Prepaid and Reimbursable 357 302 _ 152 7__44
Items & Deposits

Total Assets _168,952 $178144 $212,660 $222,151 $211,665

LIABILITIES
Accounts Payable 2,135 2,461 $2,927 $2,057 $3,739
Accrued Wages and Benefits 14,793 16,598 21,923 27,445 27,547
Due to other Funds ...........

Deferred Revenue 29,590 30,934 33,904 37,942 37,376
Contracts and Notes Payable 8____2000 88,500 _ 77000
Total Liabilities _;128,518 $138,493 $158,254 $144,444 $141,662

FUND EQUITY
Reserves:

Reserved for Encumbrances $9,181 $9,542 $11,628 $11,150 $13,431
Reserved for Advances & 4,920 7,121 10,270 10,978 12,867
Deoosits

Unreserved:

Designated for Unrealized 396 .... 2,287 1,176
Designated for Subsequent 1,936 1,818 2,972 2,132 1,768
Years' Expenditures

Undesignated 24,001 21,170 2___9536 51 160 40,761
Total Fund Equity $40_434 $396__5.1 _406 75_Z_707 $70_003
Total Liabilities & Fund $168,952 _44 $212,660 $222_151 $211.665

Source: Cityof SanDiego ComprehensiveAnnual FinancialReport
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Table 13
CITY OF SAN DI!EGO

STATEMENT OF REVENUES,, EXPENDITURES,
AND CHANGES IN FUND BALANCE FOR THE GENERAL FUND

Fiscal Years Ended June 30, 1998 through 2002 (in thousands)

1998 1999 2000 2001 2002
REVENUES:

Property Taxes $123,012 $130,624 $144,288 $158,585 $169,976
Sales Taxes (l) 117,985 128,339 130,240 142,069 139,197

Other Local Taxes 83,796 86,968 94,809 109,151 115,416

Licenses and Permits 19,272 20,630 20,693 22,154 22,062

Fines, Forfeitures and Penalties 16,170 23,613 28,410 29,776 24,250

Revenues from Use of Money and Property 30,789 29,940 34,429 40,841 34,697

Revenues from Federal Agencies 2,081 2,026 1,644 787 1,931

Revenues from Other Agencies 51,522 55,697 83,821 87,262 88,027

Charges for Current Services 67,825 70,244 77,469 84,156 89,936

Other Revenue 28_8_71 25_5_26 27.,77!77 _

Total Revenues _.5_ _3_2_ _ _ _=7=_d8_7_
EXPENDITURES:

Current:

General Government $64,725 $67,405 $69,400 $79,800 $132,312 c2)

Community and Economic Development 13,967 14,740 14,661 19,778 __ _3)

Neighborhood Services ....... 28,626

Public Safety 295,762 315,231 348,869 369,607 382,133

Libraries 20,677 21,824 22,820 26,494 --

Parks, Recreation and Culture 41,561 44,910 49,850 56,748 89,442 _4_
Public Works 66,931 70,413 76,300 80,999 .. _5)

Employee Relations and Special Projects 633 723 637 548 --

Development Services ..........

Transportation ........ 19,196

Sanitation and Health ....... 34,535

Miscellaneous and Unallocated 2,260 2,505 1,881 1,367 --
Debt Service:

Principal Retirement ........ 1,553

Interest 36_83 48_4__k94 _ _

Total Expenditures $_5/IL199 _ $589_.,63_1. $639_t.9_
EXCESS (DEFICIENCY) OF REVEqqUES OVER EXPENDITURES $_5I=2.424 _ 28_ 37_

OTHER FINANCING SOURCES ('USES)
Transfers from Proprietary/Fiduciary Funds $I_918 $1,574 $2,117 $4,074 $2,409

Transfers from Other Funds 37_729 28,369 30,511 29,236 27,551

Transfers from Component Unit 554 588 324 86 22

Transfers to Proprietary Funds (8,352) (15,816) (18,976) (14,274) (6,699)

Transfers to Other Funds (25,592) (24,365) (27,520) (32,601) (32,082)

Transfers to Component Unit (900) (900) (650) (650) (650)
Proceeds from Capital Leases

TOTAL OTHER FINANCING $._ .352. _ _ _
SOURCES (USES)

EXCESS (DEFICIENCY) OF REVENUES AND OTHER FINANCING $10,481 ($2,588) $14,755 $23,301 ($7,704)
SOURCES OVER EXPENDITURES AND OTHER FINANCING USES

FUND BALANCE AT JULY 1 $28,51..__4 $40,434 $39,651 $54,406 $77,707
Cumulative Effect of a Change in Accounting Principle 314 ......

Residual Equity Transfers from Other Funds 1.12__55 18L8_05 __- -- -
FUND BALANCE AT FOLLOWING JUNE 30 _40.434 _ _ _

(I) Includes Proposition 172 Safety Sales Tax.
(2) Beginning Fiscal Year 2002, General Government is reclassified as General Government and Other Support Services. Other Support Services include

Engineering & Capital Projects, Employee Relations/Special Projects, and Miscellaneous/Unallocated Expenditure categories.
(3) Beginning Fiscal Year 2002, Community and Economic Development expenditures ht_ve been reclassified under Neighborhood Services.
(4) Beginning Fiscal Year 2002, Parks, Recreation, Culture and Leisure is reclassified to taclude Libraries.
(5) Beginning Fiscal Year 2002, Transportation, which was under Public Works in prior years, is classified separately.
(6) Beginning Fiscal Year 2002, Sanitation and Health, which was under Public Works, is classified separately.

Source: City of San Diego Comprehensive Annual Financial Report
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The following table presents the operating budget summary for Fiscal Years 2001 through
2004.

Table 14
CITY OF SAN DIEGO

OPERATING BUDGET SUMMARY
.Fiscal Years 2001 - 2004 w

Actual Results in Actual Results in

A Budget Format A Budget Format Adopted Budget Proposed Budget
Fiscal Year 2001 Fiscal Year 2002 Fiscal Year 2003 Fiscal Year 2004

REVENUE SOURCES:

Property Tax $158,367,521 $169, 814,877 $188,600,000 $199,750,958
Sales Tax (2)(3) 142,069,527 139,196,712 134,451,875 128,203,737

Transient Occupancy Tax 58,733,401 52,142,966 56,676,190 57,998,226
Property Transfer Tax 5,709,842 7,033,670 6,300,000 8,472,719
Licenses and Permits 22,110,499 22,027,597 21,627,271 24,522,914

Fines, Forfeitures and Penalties 29,611,951 23,935,666 26,887,569 27,295,786
Interest Earnings 13,270,685 8,986,088 5,900,000 1,200,223
Franchises 42,708,007 56,239,380 54,234,644 52,086,577

Other Rents and Concessions 26,702,597 28,156,640 27,814,150 29,047,278
State Motor Vehicle License Fees 67,188,011 69,895,140 72,200,000 74,893,491
Other Revenue from Agencies (4) 22,406,303 22,277,905 7,595,553 10,413,422

Charges for Current Services 84,785,317 90,541,973 68,646,721 71,334,584
Transfers from Other Funds 35,025,604 27,724,113 38,123,581 42,407,502

Other Revenue 1,285,035 1,905,079 872,968 1,337,968

Prior Year Fund Balance 15 750 000 31,700,000 19,400,000 10,881,568
Total General Fund Revenues $725,724,300 $7511,577,806 $729,330,522 $739,846,953

EXPENDITURES:

Public Safety $362,687,096 $382,551,446 $382,585,564 $398,745,726
Parks and Recreation 58,687,361 62,084,484 68,082,120 66,713,917

Sanitation and Health 37,202,991 39,675,102 40,107,961 42,770,700

Transportation (5) 28,775,023 28,417,405 12,440,187 12,500,339
Library 27,313,908 31,301,457 36,650,651 35,627,407
Neighborhood Services 30,186,177 32,736,355 31,514,492 28,504,798
Operations Support I0t.020,862 109,958,971 111,228,996 107,476,923

Internal Support/Management 40 361 228 43,294,866 46,720,551 47,507,143

Total General Fund Expenditures $686,234,646 $730,020,086 $729,330,522 $739,846,953

(1) The budget is prepared on the modified accrual basis of accounting except that (i) encumbrances outstanding at year-end are considered as expenditures
and (ii) the increase/decrease in reserve for advances and deposits to other funds and agencies are considered as additions/deductions of expenditures.

(2) Includes Proposition 172 Safety Sales Tax.
(3) In Fiscal Years 2003 and 2004 General Fund support for the Street Division Operating Fund is funded directly through a sales tax allocation rather than

through a General Fund transfer.
(4) The City budgets for Tobacco Settlement Revenues one year in arrears, and these n_venues appear in the category "Other Revenue from Agencies" in the

actual results column, and are included in the Prior Year Fund Balance in the budget columns. Fiscal Year 2001 actual results also include approximately
$4.4 million in revenues from the State for local fiscal relief. The City did not budget for, nor receive such revenues in Fiscal Years 2002, 2003, and
2004.

(5) In Fiscal Years 2003 and 2004, General Fund support for the Street Division Operating Fund is funded directly through a sales tax allocation rather than
through a General Fund transfer.

Source: City of San Diego, Financial Management Department
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Fiscal Year 2002 (Actuals)

, The actual total General Fund revenues, presented in a budget format equivalent to Table
14, for Fiscal Year 2002 equaled $751.6 million, which represents an increase of $25.9 million or 3.6%
more than the actual results for Fiscal Year 2001, and $24.2 million or 3.3% more than the adopted budget
for Fiscal Year 2002. The following table shows the change in actual major revenue sources for Fiscal
Year 2002 over Fiscal Year 2001.

Change in Major Revenue Sources
Actual Results Fiscal Year 2002 over Fiscal Year 2001 (1)

• Property Tax + 7.3%
• Sales Tax + 3.6%
• Transient Occupancy Tax 9.8%
• Motor Vehicle License Fees + 4.0%

(1) The abovepercentagesreflectoverallgrowthin theserevenuesources,whetheror not suchrevenuesare allocatedentirely
to the GeneralFund.

Source:Cityof SanDiego,FinancialManagementDepartment

Actual total General Fund expenditures, presented in a budget format equivalent to Table
14, for Fiscal Year 2002 equaled $730 million, an increase of $43.8 million or 6.4% more than the actual
results for Fiscal Year 2001, and $2.7 million or 0.4% more lhan the adopted budget for Fiscal Year 2002.

Fiscal Year 2003 (Adopted Budget)

Under the City's Fiscal Year 2003 adopted budget, General Fund revenues total $729.3
million, up $2.0 million or 0.3%, from the Fiscal Year 2002 adopted budget. The adopted budget assumed
that San Diego will experience modest economic growth in Fiscal Year 2003. The Fiscal Year 2003
adopted budget also anticipated the City to realize additiox_al revenues from hosting the Super Bowl in
January 2003. In Fiscal Year 2002, the City did not receive any revenues from the State for local fiscal
relief, and does not include any such revenues in its adopted budget for Fiscal Year 2003. The City
assumes that the State General Fund will continue to offset a fee reduction on motor vehicle license

registration originally enacted in 1999, through Fiscal Year 2003 (see "Vehicle License Fee Reduction"
below). In addition, the City's adopted budget includes the transfer of $5.2 million from the State to
compensate for booking fees the City makes to the Counl_r of San Diego for incarcerating criminals.
Presented below are budgeted growth rates for the major rew',nues.
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Fiscal Year 2003 Budget Growth Rates 0)

• Property Tax + 9.0%
• Sales Tax + 4.0%
• Transient Occupancy Tax + 6.0%
• Motor Vehicle License Fees_2) + 4.0%

(1) The abovepercentagesreflectoverallgrowthin theserevenuesources,whetheror not suchrevenuesare allocatedentirely
to the GeneralFund.

(2) See 'VehicleLicenseFeeReduction'belowfor a discussionof the potentialimpactonrevenuesfromthis sourcebasedon
the Governor'sbudgetproposalforFiscalYears2003and2004.

Source:Cityof SanDiego,FinancialManagementDepartment

To date, Fiscal Year 2003 General Fund revenue receipts reflect slow economic recovery.
Economic activity continues to affect revenue growth rates and the receipts received from major revenue
categories in Fiscal Year 2003. Since the economy is not recovering at a pace as was expected earlier,
revenues are projected to fall short of budget estimates, not including potential impacts from the State
budget deficit. Property Tax, Sales Tax, and Transient Occupancy Tax receipts are projected to have
deficits in Fiscal Year 2003 at a combined total of approximately $10 million compared to the budgeted
levels. In addition to the major General Fund revenues, another revenue source to the General Fund,
Franchise Fees, is expected to be approximately $10 million less than the Fiscal Year 2003 adopted
budget. The projected reduction is primarily attributable to a decline in the SDG&E franchise fees due to
the unexpected drop in natural gas prices. In Fiscal Year 2003, in order to accommodate revenues not
meeting budget expectations and to ensure a balanced budget, measures are being taken to reduce
expenditures in the General Fund. Most General Fund departments reduced their budgets by two percent
over Fiscal Year 2002 levels in developing the Fiscal Year 2003 Budget. In addition, most General Fund
departments have identified additional savings amounting to approximately three percent of their Fiscal
Year 2003 budget due to the projected revenue shortfall.

Fiscal Year 2004 (Proposed BudgeO

Under the City's Fiscal Year 2004 proposed budget, General Fund revenues total $739.8
million, a net increase of $10.5 million or 1.4% from the Fiscal Year 2003 adopted budget. The proposed
budget revenue estimates reflect an uncertain economy that continues to experience the effects of
declining consumer confidence, higher unemployment trends, a weak national economy and potential
impacts from the State's budget crisis. Even though San Diego's economy continues to outperform the
State and national economies, the recovery remains slower than anticipated. The potential State impact on
the City's finances may be significant, although no conclusive information is available as to these impacts.
For this reason, the proposed budget excludes any action the State may take that could impact the City's
budget. In Fiscal Year 2003, the City did not receive any revenues from the State for local fiscal relief,
and does not include any such revenues in its proposed budget for Fiscal Year 2004. Presented below are
estimated growth rates for the major revenues.
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Projected Change in Major Revenue Sources
Proposed Budget Fiscal Year 2004 over Adopted Budget Fiscal Year 2003 (l)

• PropertyTax + 8.0%
• Sales Tax + 3.0%
• Transient Occupancy Tax + 5.5%
• Motor Vehicle License Fees + 3.0%

(1) The abovepercentagesreflectoverallgrowthin theserevenuesources,whetheror not suchrevenuesareallocatedentirely
to the GeneralFund.

Source:Cityof SanDiego,FinancialManagementDepartment

The General Fund expenditure growth amounted to a total of approximately $46 million,
largely a result of annualization of FY 2003 and FY 2004 negotiated salaries and benefits ($20.7 million),
retirement contributions ($11.0 million), and workers compensation ($5.8 million). As the General Fund
revenues are not projected to grow at the same pace as Lhe expenditure requirements, corresponding
reductions to City operations are required. Most General Fund departments reduced their Fiscal Year
2004 budgets, which amounted to approximately $30 million. Further expenditure reductions were made
through departmental reorganization and cuts in non-discretionary accounts.

The proposed budget does not include the use of reserves to balance the General Fund.
Service levels have been impacted and some City facilities will see reduced hours of operation.

State Budget Deficit

The State of California's projected budget de,ficit is between $26 and $35 billion through
Fiscal Year 2004. In his budget proposal, Governor Gray Davis included budget savings involving major
program reductions and tax increases. The proposal includes discontinuing the State backfill of motor
vehicle license fees for an impact of approximately $51.6 million to the City in the Fiscal Year 2004
General Fund budget. Other impacts proposed by the Governor in Fiscal Year 2004 would include an
estimated reduction for libraries of approximately $565,000, $2.5 million for local road maintenance, $2.0
million for the 6 to 6 Program, and the elimination of $5.2 million in booking fees reimbursement. In
addition, a property tax increment shift to the Educational Revenue Augmentation Fund (ERAF) could
result in a $5.8 million loss for the City of San Diego's Redevelopment Agency (the "Redevelopment
Agency"). The State Legislature, however, has not yet approved these proposals.

The City cannot predict what actions will be t_akenin the future by the State Legislature and
the Governor to address the State's current and future budget deficits. Future State Budgets could be
affected by national economic conditions and the factors over which the City will have no control. To the
extent that the State budget process results in reduced revenues or increased expenses to the City, the City
will be required to make adjustments to its budget.

Vehicle License Fee Reduction

The State's Vehicle License Fee ("VLF") is an annual fee on the ownership of a registered
vehicle in California. Automobiles, motorcycles, pick-up trucks, commercial trucks and trailers, rental
cars, and taxicabs are all subject to the VLF. VLF revenues are distributed by the State to cities and
counties. Approximately three-fourths of VLF revenues (one-half to cities and one-half to counties) can
be used for any lawful purpose, with the remaining funds allocated to counties to pay for "realignment"
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health and social services programs. Under the State of California's Vehicle License Fee Law, beginning
January 1, I999, the vehicle license fee was permanently reduced from 2.0% to 1.5%. The law also
provided for a one-year reduction to 1.3% for vehicles with a payment due date during calendar year 2000.
Subsequently, the law was amended to reduce the rate to 0.65% through calendar year 2002. Beginning in
2003, the vehicle license fee was scheduled to be reduced permanently to 0.65%.

To ensure that local governments are not impacted by the fee reductions, State law provides
for an offset from the State's General Fund equal to the amount of the reduction. Under the offset
provisions, the State's General Fund pays local governments for lost VLF revenues on a dollar per dollar
matching basis, from state General Fund revenues. The repayment funds are continuously appropriated,
and do not need to be approved in the annual budget process. A statutory, continuous appropriation,
however, is not a firm guarantee of a continuing replacement and the repayment is subject to the
availability of monies for transfer from the State's General Fund.

As noted above, the Governor has proposed to reduce the vehicle license fee backfill to
cities and counties by approximately $1.3 billion in Fiscal Year 2003 and the Governor's proposed budget
for Fiscal Year 2004 indicates a possible reduction of the backfill by $3.0 billion in Fiscal Year 2004.
VLF is the third largest General Fund revenue source for the City (after property taxes and sales taxes). In
Fiscal Year 2002, the City received approximately $69.9 rrfillion in VLF revenues, a 4.0% increase over
the prior year's actual receipts, representing approximately 9.9% of the total General Fund Revenues. For
Fiscal Year 2003, VLF revenues are budgeted at $72.2 million. The State Controller has stated that a
provision in existing law will trigger an increase in the VLF fees due to the lack of available State
revenues to pay the backfill amount. This interpretation may be challenged in court, and no assurance can
be given that an increase will be triggered automatically to replace the backfill amount. If the Governor's
proposed budget for Fiscal Year 2004 is enacted as proposed and the State Legislature does not continue
to backfill the VLF revenues, or does not increase vehicle license fees, or an increase in the VLF fees is
not triggered under existing law, the City forecasts that it would lose approximately $51.6 million in VLF
revenues for Fiscal Year 2004 and for each year thereafter. As of the date of this Official Statement, the
State has continued to backfill VLF revenues for Fiscal "fear 2003. As of March 2003, the City had
received approximately $46 million in VLF revenues in Fiscal Year 2003.

Property Taxes

The County assesses property and collects secured and unsecured property taxes for the
cities, school districts, and special districts within the Counl_y,including the City. Once the property taxes
are collected, the County conducts its internal reconciliation for accounting purposes and distributes the
City's share of such taxes to the City:, generally within a couple of weeks. Prior to distribution, the
moneys are deposited in an account established on behalf of the City in the County Treasurer's Investment
Pool (the "Pool"). If the County and/or the Pool were at any time to become subject to bankruptcy
proceedings, it is possible that City property taxes held in the Pool, if any, could be temporarily
unavailable to the City. In the event of such an occurrence, General Fund revenue requirements could be
met through the use of other City funds. Ad valorem taxes are subject to constitutional limits as discussed
under the section "LIMITATIONS ON TAXES AND APPROPRIATIONS."

Taxes are levied for each fiscal year on taxable real and personal property which is situated
in the City as of the preceding January 1. For assessment and collection purposes, property is classified
either as "secured" or "unsecured" and is listed accordingly on separate parts of the assessment roll. The
"secured roll" is that part of the assessment roll containing the taxes on which there is a lien on real
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property sufficient, in the opinion of the County Assessor, to secure payment of the taxes. Other property
is assessed on the "unsecured roll."

Property taxes on the secured roll are due in lwo installments, on November 1 and February
1 of the fiscal year. If unpaid, such taxes become delinquent on December 10 and April 10, respectively,
and a 10% penalty attaches to any delinquent payment. If not paid, the property is subject to default.
Such property may be redeemed by payment of the delinquent taxes and the delinquent penalty, plus a
redemption penalty of 1.5% per month from July 1 of the following year to the time of redemption. If
taxes are unpaid for a period of five years or more, the l_roperty is subject to sale by the County Tax
Collector.

Property taxes on the unsecured roll are due as of the March 1 lien date and become
delinquent, if unpaid, on August 31 of the fiscal year. A 10% penalty attaches to delinquent taxes on
property on the unsecured roll, and an additional penalty of 1.5% per month begins to accrue beginning
November 1 of the fiscal year. The taxing authority has four ways of collecting unsecured personal
property taxes: (a) a civil action against the taxpayer; (b) filing a certificate in the office of the County
Clerk specifying certain facts in order to obtain a judgment lien on certain property of the taxpayer; (c)
filing a certificate of delinquency for record in the County Recorder's Office, in order to obtain a lien on
certain property of the taxpayer; and (d) seizure and sale of personal property, improvements or
possessory interests belonging or assessed to the assessee.

A supplemental assessment occurs upon a change of ownership of existing property and for
new construction upon completion. A supplemental tax bill is issued for the difference in property value
resulting from the increase in assessed value prorated for the remainder of the year.

Effective July 1, 1988, Assembly Bill 454, Chapter 921, eliminated the reporting of the
unitary valuations pertaining to public utilities such as San Diego Gas and Electric and Pacific Telephone.
In lieu of the property tax on these previously included assessed valuations, the City now receives from
the State (through the County) an amount of unitary revenue based upon the unitary property tax received
in the prior year.
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Table 15 presents the assessed valuation within the City for each of the last ten Fiscal
Years.

Table 15

ASSESSED VALUATION (1)(2)

Fiscal Years Ended June 30, 1994 through 2003

(in thousands except for p,ercentages)

Fiscal Year Net Annual Assessed

Ending Secured Unsecured Less Assessed Valuation
June 30 Property_ Property_ Gross Total Exemption (3) Valuations (4)(5) %Change

1994 $60,586,129 $4,218,892 $64,805,021 $2,360,741 $62,444,280 1.13 %

1995 $60,939,995 $4,371,923 $65,311,918 $2,420,027 $62,891,891 0.72%
1996 $61,793,760 $4,303,198 $66,096,958 $2,489,507 $63,607,451 1.14%
1997 $61,893,902 $4,353,543 $66,247,445 $2,35;5,174 $63,892,271 0.45%
1998 $63,562,588 $4,988,950 $68,551,538 $2,910,753 $65,640,785 2.74%
1999 $68,648,609 $5,337,916 $73,986,525 $2,994,814 $70,991,711 8.15%
2000 $75,788,751 $5,852,822 $81,641,573 $2,987,620 $78,653,953 10.79%
2001 $82,195,239 $6,347,101 $88,542,340 $3,249,480 $85,292,860 8.44%
2002 $89,259,317 $6,838,926 $96,098,243 $3,572,188 $92,526,055 8.48%
2003 $96,534,652 $6,959,602 $103,494,254 $3,189,764 $100,304,49 8.41%

(1) The official date of assessment is the first day of January preceding the fiscal year during which taxes are levied. For
example, January 1, 2002 is the official assessment date for property taxes due during Fiscal Year 2003. The City receives
preliminary estimates from the County Assessor in March and final assessment estimates in late June, or early July.

(2) Includes both locally assessed and State assessed utility property.
(3) Excludes homeowners' and business inventory exemptions.
(4) Net assessed valuation for tax rate purposes. Includes both locally assessed and State assessed utility property.
(5) The City does not participate in the Teeter Plan.

Source: City of San Diego Comprehensive Annual Financial Report, Fiscal Year 2002.
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Table 16 shows the City's secured tax collecl:ions for each of the ten Fiscal Years.

Table 16
SECURED TAX LEVIES AND COLLECTIONS

Fiscal Years Ended June 30, 1993 through 2002

(in thousands except for percentages)

Current Ye,ar
Collection,; as Total Collections

Fiscal Year Current Year Percentage of Total Tax as Percentage of
Ending June 30 Tax Levy (_) Collections Current Tax LevL¢ Collections Current Tax Levy (2)

1993 $120,574 $114,821 95.23% $119,867 99.41%
1994 $109,881 $105,911 96.39% $110,738 100.78%
1995 $109,754 $104,295 95.03% $108,192 98.58%
1996 $111,281 $108,137 97.18% $110,513 99.31%
1997 $111,719 $108,676 97.28% $110,563 98.96%
1998 $116,912 $114,311 97.78% $117,429 100.44%
1999 $127,846 $124,267 97.20% $126,923 99.28%
2000 $141,963 $137,859 97.11% $140,225 98.78%
2001 $155,060 $150,900 97.32% $153,406 98.93%
2002 $167,077 $163,357 97.77% $165,446 99.02%

(1) Commencing in Fiscal Year 1993, by action of the State Legislature, there was a permanent shift of some property taxes
from cities to schools.

(2) Total Collections include unpaid taxes from previous years' tax levies collected in the current fiscal year.

Source: FY 1993 -2001: City of San Diego Comprehensive Annual Fin_tncialReport
FY 2002: Cotmty of San Diego
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Table 17 indicates the ten largest secured and unsecured property taxpayers in the City.

Table 17

PRINCIPAL PROPERTY TAXPAYERS IN CITY OF SAN DIEGO °)

Tax Roll for Fiscal Year 2002-2003

(in thousands, except for percentages)

Percentage of
Assessed Net Assessed Amount

Taxpayers Type of Business Valuation t2){3) Valuation _3) of Tax _4)

Kilroy Realty LP Real Estate $566,110 0.57% $5,976
Fashion Valley Mall LLC Shopping Center 530,665 0.54 5,485
Qualcomm, Inc. Electronics 4615,566 0.47 5,178
Sea World, Inc. Entertainment 280,063 0.28 3,111
Pacific Gateway, LTD Developer 250,319 0.25 2,780
ERP Operating LTD Developer/ 239,426 0.24 2,709
Partnership Property Manager
University Towne Centre LLC Shopping Center 226,350 0.23 2,514
Irvine Co Developer 24-8,194 0.25 2,484
Horton Plaza LLC Shopping Center 192,079 0.19 2,173
Pardee Construction Co. Developer 142,520 0.14 2 163
TOTAL $3,141,292 3.16% $34_,573

(1) This table excludes public utilities, including San Diego Gas & Electric Company, Pacific Bell, and American Telephone
and Telegraph, because valuations within the City cannot be readily determined.

(2) Total assessed valuation includes both secured and unsecured property.
(3) Using total Net Assessed Valuation of $98,917,185,000,which excludes homeowners' exemptions.
(4) The City receives approximately 17.2% of total taxes paid.

Source: County of San Diego Assessor's Office

LIMITATIONS ON TAXES AND APPROPRIATIONS

Article XIII A of the California Constitution

Section l(a) of Article XIII A of the California Constitution limits the maximum ad

valorem tax on real property to 1% of :full cash value (as defined in Section 2 of Article XIII A), to be

collected by each county and apportioned among the county and other public agencies and funds

according to law. Section l(b) of Article XIII A provides that the 1% limitation does not apply to ad

valorem taxes to pay interest or redemption charges on (a) indebtedness approved by the voters prior to

July 1, 1978, or (b) any bonded indebtedness for the acquisition or improvement of real property approved

on or after July 1, 1978, by two-thirds of the votes cast by the voters voting on the proposition. Section 2
of Article XIII A defines "full cash value" to mean "the County Assessor's valuation of real property as

shown on the 1975/76 tax bill under full cash value or, thereafter, the appraised value of real property

when purchased, newly constructed, or a change in ownership has occurred after the 1975 assessment."

The full cash value may be adjusted ammally to reflect inflation at a rate not to exceed 2% per year or to
reflect a reduction in the consumer price index or comparable data for the area under the taxing

jurisdiction, or reduced in the event of declining property values caused by substantial damage,
destruction, or other factors. Legislation enacted by the State Legislature to implement Article XIII A

provides that notwithstanding any other law, local agencies may not levy any ad valorem property tax
except to pay debt service on indebtedness approved by the voters as described above.
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In addition, legislation enacted by the California Legislature to implement Article XIII A
provides that all taxable property is shown at full assessed value as described above. In conformity with
this procedure, all taxable property value included in this Official Statement (except as noted) is shown at
100% of assessed value and all general tax rates reflect the $1 per $100 of taxable value.

On June 3, 1986, California voters approved an amendment to Article XIII A, which added
an additional exemption to the 1% tax limitation imposed by Article XIII A. Under this amendment to
Article XIII A, local governments and school districts may increase the property tax rate above 1% for the
period necessary to retire new general obligation bonds, if two-thirds of those voting in a local election
approve the issuance of such bonds and the money raised tlxrough the sale of the bonds is used exclusively
to purchase or improve real property. Later amendments: allow for property tax increases to pay for
certain school district general obligation bonds approved by 55% of those voting in a local election.

In the June 1990 election, the voters of the State approved amendments to Article XIII A
permitting the State Legislature to extend the replacement dwelling provisions applicable to persons over
55 to severely disabled homeowners for a replacement dwelling purchase or newly constructed on or after
June 5, 1990, and to exclude from the definition of "new construction" triggering reassessment
improvements to certain dwellings for the purpose of making the dwelling more accessible to severely
disabled persons. In the November 1990 election, the voters of the State approved an amendment of
Article XIII A to permit the State Legislature to exclude from the definition of"new construction" seismic

retrofitting improvements or improvements utilizing earthquake hazard mitigation technologies
constructed or installed in existing buildings after Noveraber 6, 1990. Since 1990, the voters have
approved several other minor exemptions from the reassessment provisions of Article XIII A.

Article XIIIA Litigation

In June 1978, Article XIIIA of the California Constitution was amended by Proposition 13
to limit, among other things, a County assessor's ability to adjust for inflation to 2% per year (see
"Constitutional and Statutory Limitations on Taxes and Appropriations-Article XIIIA of the
California Constitution" discussed previously). In a Minute Order issued on November 2, 2001 in
County of Orange v. Orange County Assessment Appeals Board No. 3, case no. 00CC03385, the Orange
County Superior Court held that where a home's taxable value did not increase for two years, due to a flat
real estate market, the Orange County assessor violated the two percent inflation adjustment provision of
Article XIIIA, when the assessor tried to "recapture" the tax value of the property by increasing its
assessed value by 4% in a single year. ]'he assessors in most California Counties, including San Diego
County, use a similar methodology in raising the taxable wdues of property beyond 2% in a single year.
The State Board of Equalization has approved this methodology for increasing assessed values. On
December 12, 2002, the Orange County Superior Court certified the lawsuit as a class action lawsuit and
the case has been submitted on appeal to the State's Fourth District Court of Appeal.

The County of San Diego has advised the City that comparable claims by landowners
within the County were rejected by the San Diego County Assessment Appeals Board for the Fiscal Year
2000/01 property tax levy and that such landowners haw_' at least three years from the date of such
rejection in which to further prosecute their claims. In another matter, a taxpayer initiated a declaratory
relief action in Superior Court seeking comparable relief. Iv=that case, Linda Pintzuk v. Gregory J. Smith,
case no. GIC 790102, the trial court sustained the Cotmty's demurrer without leave to amend and
dismissed the action on September 25, 2002. The plainti:Ff did not file an appeal of the trial court's
decision.
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The City cannot predict the outcome of tile Orange County litigation, nor whether the
landowners whose claims were rejected by the San Diego County Assessment Appeals Board, or other
landowners, will further prosecute claims against the Colmty of San Diego. Currently, the trial court's
ruling in the Orange County litigation applies only to assessments levied in Orange County. The City
cannot predict the effect, if any, that the outcome of either the Orange County litigation or the further
prosecution of claims against the County of San Diego would have on property tax revenues to be
received by the City, although the effect would be adverse.

Article XIII B of the California Constitution

Article XIII B of the California Constitution limits the annual appropriations of the State
and of any city, county, school district, authority or other political subdivision of the State to the level of
appropriations for the prior fiscal year, as adjusted for changes in the cost of living, population, and
services for which the fiscal responsibility is shifted to or from the governmental entity. The "base year"
for establishing this appropriations limit is Fiscal Year 1979 and the limit is adjusted annually to reflect
changes in population, consumer prices and certain increases or decreases in the cost of services provided
by these public agencies.

Appropriations of an entity of local government subject to Article XIII B generally include
any authorizations to expend during a fiscal year the proceeds of taxes levied by or for the entity,
exclusive of certain State subventions, refunds of taxes and benefit payments from retirement,
unemployment insurance and disability insurance funds. "Proceeds of Taxes" include, but are not limited
to, all tax revenues, most State subventions and the proceeds to the local government entity from (a)
regulatory licenses, user charges, and user fees (to the extent that such proceeds exceed the cost
reasonably borne by such entity) and (b) the investment of tax revenues. Article XIII B provides that if a
governmental entity's revenues in any year exceed the amounts permitted to be spent, the excess must be
returned by revising tax rates or fee schedules over the subsequent two years.

Article XIII B does not limit the appropriation of money to pay debt service on
indebtedness existing or authorized as of January 1, 1979, or for bonded indebtedness approved thereafter
by a vote of the electors of the issuing entity at an election held for that purpose.

In the June 1990 election_ the voters of the State approved Proposition 111, which amended
the method of calculating State and local appropriations limits. Proposition 111 made several changes to
Article XIII B, three of which are reflected in the City's annual computation of its appropriation limit.
First, the term "change in the cost of living" was redefined as the change in the California per capita
personal income ("CPCPI") from the preceding year. Previously the lower of the CPCPI or the United
States Consumer Price Index was used. Second, the appropriations limit for the fiscal year was
recomputed by adjusting the Fiscal Year 1987 limit by the CPCPI for the three subsequent years. Third,
Proposition 111 excluded appropriation for "all qualified capital outlay projects, as defmed by the
Legislature" from the definition of "appropriations subject to limitation."

Article XIII B allows voters to approve a temporary waiver of a government's Article XIII
B limit. Such a waiver is often referred to as a "Gann limit waiver." The length of any such waiver is
limited to four years. In June 1990, San Diego voters approved a four-year increase in the City's Article
XIII B limit (for Fiscal Years 1992 through 1995). In the November 1994 election, San Diego voters
approved another four-year increase in the City's Article XIII B limit (for Fiscal Years 1996 through
1999). The Gann limit waiver does not provide any additional revenues to the City or allow the City to
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finance additional services. The City's appropriations limit for Fiscal Year 2003 is established at
$684,004,095. It is estimated that the City will be under the Gann Limit by approximately $127.8 million.
The impact of the appropriations limit on the City's financial needs in the future is unknown.

Articles XIII C and XIII D of the California Constitution

On November 5, 1996, the voters of the State approved Proposition 218, known as the
"Right to Vote on Taxes Act." Proposition 218 added Articles XIII C and XIII D to the California
Constitution, which contain a number of provisions affecting the ability of the City to levy and collect
both existing and future taxes, assessments, fees and charges The interpretation and application of certain
provisions of Proposition 218 will ultimately be determined by the courts with respect to some of the
matters discussed below. It is not possible at this time to predict with certainty the future impact of such
interpretations. The provisions of Proposition 218, as so interpreted and applied, may affect the City's
ability to raise revenues for certain programs and obligations

Article XIII C requires that all new local taxes be submitted to the electorate before they
become effective. Taxes for general governmental purposes of the City require a majority vote and taxes
for specific purposes, even if deposited in the City's General Fund, require a two-thirds vote. Further, any
general purpose tax which the City imposed, extended or increased, without voter approval, after
December 31, 1994, may continue to be imposed only if approved by a majority vote in an election which
must be held within two years of November 5, 1996. The ,City has not imposed, extended, or increased
any such taxes which are currently in effect.

Article XIII C also expressly extends the initiative power to give voters the power to reduce
or repeal local taxes, assessments, fees and charges, regardless of the date such taxes, assessments, fees
and charges were imposed. Article XIII C expands the initiative power to include reducing or repealing
assessments, fees, and charges, which had previously been considered administrative rather than
legislative matters and therefore beyond the initiative power This extension of the initiative power is not
limited by the terms of Article XIII C to fees imposed after November 6, 1996 and absent other legal
authority could result in the retroactive reduction in any existing taxes, assessments, or fees and charges.
In addition, certain City Charter amendments, if effective, could further constrain the City in this area (see
"LITIGATION POTENTIALLY ADVERSELY AFFECTING THE GENERAL FUNDS OF THE

CITY- City Voter Initiatives" below).

The voter approval requirements of Article X[II C reduce the flexibility of the City to raise
revenues for the General Fund, and no assurance can be given that the City will be able to impose, extend
or increase such taxes in the future to meet increased expenditure needs.

Article XIII D added several new provisions relating to how local agencies may levy and
maintain "assessments" for municipal services and progrmns. These provisions include, among other
things, (i) a prohibition against assessments which exceed the reasonable cost of the proportional special
benefit conferred on a parcel; (ii) a requirement that the assessment must confer a "special benefit," as
defined in Article XIII D, over and above any general benefits conferred; and (iii) a majority protest
procedure which involves the mailing of a notice and a ballot to the record owner of each affected parcel,
a public hearing, and the tabulation of ballots weighted according to the proportional financial obligation
of the affected party. "Assessment" in Article XIII D is defined to mean any levy or charge upon real
property for a special benefit conferred upon the real property. This definition applies to landscape and
maintenance assessments for open space areas, street medians, public rights-of-way, streetlights, parks,
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and other enhanced services and improvements. If the City is unable to continue to collect assessment
revenues for a particular program, the program might have to be curtailed and/or funded by the City's
General Fund. Given the approval requirements imposed by Article XIII D, the City is unable to predict
whether it will be able to continue to collect assessment revenues for these programs. Since these
programs represent additional services, to the extent such assessment revenues cannot be collected, the
City Manager would recommend to the City Council that such programs be curtailed rather than supported
with amounts in the General Fund. Based upon advice from the City Attorney, the City does not believe
that it would be obligated to maintain such programs from the General Fund. To date, the City has
conducted 34 mail ballot assessment elections, of which, all but one were approved by the property
owners.

In addition, Article XIII D added several provisions affecting "fees" and "charges," defined
for purposes of Article XIII D to mean "any levy other than an ad valorem tax, a special tax, or an
assessment, imposed by a [local government] upon a parcel or upon a person as an incident of property
ownership, including a user fee or charge for a property related service." All new and existing property
related fees and charges must conform to requirements prohibiting, among other things, fees and charges
which (i) generate revenues exceeding the funds required 1:oprovide the property related service; (ii) are
used for any purpose other than those tbr which the fees and charges are imposed; (iii) are for a service
not actually used by, or immediately available to, the owner of the property in question; or (iv) are used
for general governmental services, including police, fire or library services, where the service is available
to the public at large in substantially the same manner as it is to property owners. Depending on the
interpretation of what constitutes a "property related fee" under Article XIII D, there could be future
restrictions on the ability of the City's General Fund to clharge its enterprise funds for various services
provided. Further, before any property related fee or charge may be imposed or increased, written notice
must be given to the record owner of each parcel of land affected by such fee or charge. The City must
then hold a hearing upon the proposed imposition or increase, and if written protests against the proposal
are presented by a majority of the owners of the identified parcels, the City may not impose or increase the
fee or charge. Moreover, except for fees or charges for sewer, water and refuse collection services, or fees
for electrical and gas service, no property related fee or charge may be imposed or increased without
majority approval by the property owners subject to the fee or charge or, at the option of the local agency,
two-thirds voter approval by the electorate residing in the affected area. The City has a number of
enterprise funds which are self supporting from fees and charges that may ultimately be determined to be
property related for purposes of Article XIII D, e.g. the Sewer Enterprise Fund and the Water Enterprise
Fund. The fees and charges of all City enterprise funds may be determined to be fees and charges subject
to the initiative power referred to in Article XIII C, as described below. In the event that fees and charges
cannot be appropriately increased or are reduced pursuant to exercise of the initiative power, the City may
have to decide whether to support any deficiencies in these enterprise funds with moneys from the General
Fund or to curtail service, or both.

In addition to the enterprise funds discussed above, the City's stormwater program is
funded with fees, which may ultimately be determined to be property related for purposes of Articles XIII
C and D. The City is a co-permittee 1ruder a National Pollution Discharge Elimination System Permit
("NPDES Permit") for its stormwater program. Pursuant to the NPDES Permit, the City is obligated to
undertake substantial capital improvements and implement new operations and maintenance procedures
for its stormwater program ("NPDES Permit Requirements"). At the present time, the City is working on
a plan of finance for such NPDES Permit Requirements. If the City is not able to increase its stormwater
fees to pay for the NPDES Permit Requirements, or if such fees are reduced pursuant to the exercise of the
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initiative power of Article XIII C, the City will have to identify a plan of finance for same. Such plan of
finance may include General Fund moneys not previously identified.

Article XIII C also removes many of the limitations on the initiative power in matters of
reducing or repealing any local tax, assessment, fee or charge. No assurance can be given that the voters
of the City will not, in the future, approve an initiative or initiatives which reduce or repeal local taxes,
assessments, fees or charges currently comprising a substantial part of the City's General Fund.
"Assessments," "fees" and "charges" are not defined in Article XIII C, and it is unclear whether these
terms are intended to have the same meanings for purpo_;es of Article XIII C as for Article XIII D
described above. If not, the scope of the initiative power under Article XIII C potentially could include
any General Fund local tax, assessment, or fee not received from or imposed by the federal or State
government or derived from investment income.

Both Articles XIII A and XIII B, as well as Articles XIII C and XIII D described above,
were adopted as measures that qualified for the ballot pursuant to California's constitutional initiative
process. From time to time other initiative measures could be adopted, affecting the ability of the City to
increase revenues and to increase appropriations.

Statutory Spending Limitations

A statutory initiative ("Proposition 62") was adopted by the voters of the State at the
November 4, 1986, General Election which (a) requires that any tax for general governmental purposes
imposed by local governmental entities be approved by resolution or ordinance adopted by two-thirds vote
of the governmental agency's legislative body and by a majority of the electorate of the governmental
entity, (b) requires that any special tax (defined as taxes levied for other than general governmental
purposes) imposed by a local governmental entity be approved by a two-thirds vote of the voters within
the jurisdiction, (c) restricts the use of revenues from a special tax to the purposes or for the service for
which the special tax is imposed, (d) prohibits the impositio_ of ad valorem taxes on real property by local
governmental entities except as permitted by Article XIII A, (e) prohibits the imposition of transaction
taxes and sales taxes on the sale of real property by local governmental entities, and (f) requires that any
tax imposed by a local governmental entity on or after March 1, 1985, be ratified by a majority vote of the
electorate within two years of the adoption of the initiative or be terminated by November 15, 1988. The
requirements imposed by Proposition 62 were upheld by the California Supreme Court in Santa Clara
County Local Transportation Authority v. Guardino, 11 Cal. 4th 220; 45 Cal.Rptr.2d 207 (1995).

The City believes that, notwithstanding Ehe Guardino decision, the provisions of
Proposition 62 do not apply to charter cities. The extent of the application of the decision to taxes
authorized prior to the date of the decision is also undecided.

Following the Santa Clara decision, several actions were filed challenging taxes imposed
by public agencies after the adoption of Proposition 62. Ort June 4, 2001, the California Supreme Court
rendered its opinion in Howard Jarvis Taxpayers Association; v. City of La Habra, et al. (2001) 25 Cal. 4th
809 holding that an action brought in 1996 challenging the imposition of a 1992 utility users tax imposed
for general purposes, without voter approval, was not barred by a three year statute of limitations period
because the continued imposition and collection of the tax was an ongoing violation upon which the
statute of limitations period begins anew with each collection. However, the court noted that the case did
not concern bond issues or other governmental actions that, by state law, are made subject to the
accelerated validation procedures of Code of Civil Procedure sections 860 through 870.5.
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The Santa Clara decision did not decide the question of the applicability of Proposition 62
to charter cities such as the City. Two (2) cases decided by the California Courts of Appeals in 1993,
Fielder v. City of Los Angeles (1993) 14 Cal. App. 4th 137 (rev. den. May 27, 1993), and Fisher v. County
of Alameda (1993) 20 Cal. App. 4th 120 (rev. den. Feb. 24, 1994), had held that Proposition 62's
restriction on property transfer taxes did not apply to charter cities because charter cities derive their
power to enact such taxes under Article XI, Section 5 of the California Constitution relating to public
affairs.

Proposition 62, as an initiative statute, does not have the same level of authority as a
constitutional initiative, but is analogous to legislation adopted by the State Legislature, except that it may
be amended only by a vote of the State's electorate. However, Proposition 218, as a constitutional
amendment, is applicable to charter cities and supersedes many of the provisions of Proposition 62.

Since the enactment of Proposition 62 in 1986, the City has instituted certain tax increases,
and pursuant to such increases has collected approximately $309.3 million through June 30, 2002. The
City did not increase existing taxes or impose new taxes during Fiscal Year 2002 or to-date in Fiscal Year
2003.

While in the opinion of the City Attorney the provisions of Proposition 62 do not apply to
charter cities, this position is being challenged by various groups in other jurisdictions and may be the
subject of future litigation. If ultimately found valid and applicable to charter cities, Proposition 62 could
affect the ability of the City to continue the imposition of certain taxes, such as Sales and Transient
Occupancy Taxes, and may further restrict the City's ability to raise revenue.

LABOR RELATIONS

Most City employees are represented by one of four labor organizations. Currently, the
American Federation of State and County Municipal Employees (Local 127) represents approximately
2,276 employees; The Municipal Employees Association (the "MEA") and unrepresented employees
(who are a part of the MEA bargaining unit for contract purposes) represents approximately 4,935
employees; The Police Officers Association (the "POA") represents approximately 2,073 employees; and
the International Association of Firefighters (Local 145) represents approximately 991 employees.

Labor agreements are in place with Local 12'7, MEA, and Local 145 through June 30, 2005.
MEA and Local 127 will receive the following pay increases: 1% effective December 2002, 2% effective
December 2003, 2% effective June 2004, 3 % effective December 2004, and 3% effective June 2005.
Local 145 will receive the following pay increases: 1% effective July 2002, 2% effective July 2003, 2%
effective December 2003, 4% effective July 2004, and 2% effective December 2004. In addition to
increases in paid compensation, MEA, Local 127, and Local 145 will also receive increases in the amount
of employee retirement contributions paid by the City on behalf of the employees. Including these
retirement benefit increases, over the three-year period of the labor agreements total compensation will
increase by 12.6% for MEA and Local 127, and by 15.7% for Local 145.

A labor agreement with POA is in place through June 30, 2003. POA received a 2% pay
increase and a 1.7% increase in retirement compensation effective July 2002.
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PENSION PLAN

All benefited City employees participate wkh the full-time employees of the San Diego
Unified Port District (the "District") in the City Employees' Retirement System ("CERS"). CERS is a
public employee retirement system that acts as a common investment and administrative agent for the City
and the District. Through various benefit plans, CERS provides retirement benefits to all general, safety
(police and fire), and legislative members.

The CERS plans are structured as defined benefit plans in which benefits are based on
salary, length of service, and age. City employees are required to contribute a percentage of their annual
salary to CERS. State legislation requires the City to contribute to CERS at rates determined by actuarial
valuations.

The City's last actuarial valuation dated June 30, 2002 stated the funding ratio (Valuation
of Assets available for Benefits to Total Actuarial Accrued Liability), of the CERS fund to be 77.3%. The
CERS fund has an Unfunded Actuarial Accrued Liability (UAAL) of $720.7 million as of June 30, 2002,
which represents a $436.8 million increase in the UAAL since the previous actuarial calculation dated
June 30, 2001. The UAAL is the difference between total actuarial accrued liabilities of $3.169 billion

and assets allocated to funding of $2.448 billion. The increase in the UAAL as of June 30, 2002, results
primarily from the lower than anticipated investment returns. The UAAL is amortized over a 30-year
period, which started July 1, 1991, with each year's amortization payment reflected as a portion of the
percentage of payroll representing the employer's contribution rate. As of June 30, 2002, there were 19
years remaining in the amortization period. See "LITIGATION POTENTIALLY AFFECTING THE

GENERAL FUNDS OF THE CITY- Other Litigations and Claims" for a discussion of a pending
litigation relating to the funding of the UAAL.

INSURANCE, CLAIMS, AND LITIGATION

Workers' Compensation And Long-Term Disability

The City is self-insured for Workers' Compensation and Long-term Disability. The City's
self-insured liability for Workers' Compensation and Long-term Disability is accounted for in the Self
Insurance Fund. The Self Insurance Fund for Workers' Compensation and Long-Term Disability is
supported by contributions from each of the City's operating funds. These contributions are determined
by multiplying an annually established rate by the gross salmies payable from each of the City's operating
funds. As of June 30, 2002, there is a fired equity deficit in the Self Insurance Fund of approximately
$29.3 million. It is anticipated that individual claim settlements will be funded through participating
operating fund contributions subsequent to the filing of a claim and prior to its settlement.

Employee Group Health Insurance

Employee Group Health coverage is provided to employees and retirees by third party
group health insurance carriers through an annual "cafeteria plan" selection process.

Public Liability Insurance

The City carries public liability insurance in the amount of $54 million in excess of the
City's $1 million self-insured retention. This means that the City may pay up to the first $1 million in any
one insured public liability loss and that insured losses above; $1 million and up to $54 million are paid by
the City's public liability insurance. The City's public liability insurance is purchased in layers, jointly
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with a number of counties in the California State Association of Counties - Excess Insurance Authority
("CSAC-EIA"), however, there is no sharing of policy limits with other members of CSAC-EIA for public
liability claims. The City budgets for public liability claims on an annual basis. The City has incurred
total annual liability claims and liability insurance premium payments as shown below in Table 18.

Table 18
CITY OF SAN DIEGO

LIABILITY CLAIMS (1)AND PREMIUMS

Fiscal Years ended June 30, 1998 through 2002

Liability Claims Expenses Liability Premium
Fiscal Year And Settlement Costs Payments
1998 $ 9,970,097 $1,209,474
1999 $ 7,202,644 $1,103,009
2000 $ 9,639,750 $1,105,678
2001 $13,394,697 $1,071,330
2002 $ 8,479,308 $1,520,560

(1) The City's portionof settlementand investigationexpenses for third party public liability claims, and other litigation
expenses.

Source: Cityof SanDiego,RiskManagement

Property Insurance

The City participates in the joint purchase of property insurance including rental
interruption and flood insurance through the CSAC-EIA pool; this does not include Earthquake insurance.
This joint purchase of the City's "all risk" property insurance, insuring approximately $2 billion of City
property, provides coverage for loss to City property up to approximately $400 million per occurrence,
with a $25,000 deductible. This limit of insurance includes coverage for rental interruption for lease
financed locations. The City also carries boiler and machinery coverage. There is no sharing of limits
among the City and member counties of the CSAC-EIA pool, unless the City and member counties are
mutually subject to the same loss. Limits and coverages may be adjusted periodically in response to
requirements of bond financed projects and in response to clhanges in the insurance marketplace.

The City's "all risk" property insurance policy effective March 31, 2003, through March
31, 2004, will cost approximately $6 million. This represents an increase of 30% from the prior year, due
to several factors including the events of September 11, 2001, a hardening insurance market and a loss of
reinsurance capacity.

Earthquake Insurance

Earthquake coverage is provided for designated buildings/structures and certain designated
City lease financed locations in the amount of $75 million, including coverage for rental interruption
caused by Earthquake at certain designated locations. Earthquake coverage is subject to the greater of a
5% or $50,000 per unit deductible, effective through March 31, 2004. The City's earthquake coverage is
purchased jointly and shared with the member counties in the CSAC-EIA pool. Due to the potential for
geographically concentrated earthquake losses, the CSAC-EIA pool is geographically diverse to minimize
any potential sharing of coverage in the case of an earthquake. Depending upon the availability and
affordability of such earthquake insurance, the City may elect not to purchase such coverage in the future,
or the City may elect to increase the deductible or reduce the coverage from present levels.
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Employee Dishonesty and Faithful Performance Insurance

The City is a public agency subject to liability for the dishonest acts, and negligent acts or
omissions of its officers and employees acting within the scope of their duty ("employee dishonesty" and
"faithful performance"). The City participates in the joint purchase of insurance covering employee
dishonesty and faithful performance through the CSAC-EIA pool. Coverage is provided in the amount of
$10 million per occurrence subject to a $25,000 deductible.

LITIGATION POTENTIALLY ADVERSELY AFFECTING
THE GENERAL FUNDS OF THE CITY

No Pending Litigation

There is no litigation against the City pending or, to the knowledge of the officers of the
City, threatened, in any court or other tribunal of competent jurisdiction, state or federal, in any way (i)
restraining or enjoining the issuance, sale or delivery of any of the securities; (ii) questioning or affecting
the validity of the securities; or (iii) questioning or affecting the validity of any of the proceedings for the
authorization, sale, execution or delivery of the securities. To the knowledge of the City and the City
Attorney, there are pending against the City lawsuits and claims arising in the ordinary course of the City=s
activities which, taken individually or in the aggregate, could materially affect the City--s finances.
However, taking into account insurance and self-insurance reserves expected to be available to pay
liabilities arising from such actions, the City does not expect any or all of such claims to have a material
adverse effect on its ability to repay the securities when due.

De La Fuente Border Business Park v. City of San Diego

On January 2, 2001, a San Diego County Superior Court jury returned a special verdict in
the amount of $94.5 million against the City. The jury award consisted of three parts: $29.2 million for
breach of a development agreement; $25.5 million for inverse condemnation relating to planning of a
regional airport; and, $39.8 million for inverse condemnatJ:on relating to excessive traffic. Claims for
interest, costs, and attorneys' fees could bring the total judgment to more than $200.0 million.

The lawsuit arises out of a 1986 development agreement (the "Development Agreement")
between the City and Border Business Park, Inc., relating to the development of a 312-acre industrial park
in Otay Mesa, a community within the boundaries of the City and just north of the United States-Mexican
border. Plaintiff alleges the City engaged :ina pattern of conduct aimed at thwarting the developer's rights
under the Development Agreement, which resulted in breaches of the Development Agreement and
unconstitutional "takings" of private property for public use. Specifically, plaintiff claimed the City "took"
plaintiff' s property by: (i) publicly discussing a proposal to build an international airport in the Otay Mesa
region; and (ii) diverting commercial truck traffic onto public streets adjacent to plaintiff's property.

The specific breaches of the Development Agreement alleged in the lawsuit include:
changes in city-wide construction standards; denials of conditional use permits; delays in permit
processing; imposition of Housing Trust Fund Fees; diversion of Development Impact Fees; and the
mismanagement of adjacent City-owned property. The disclosure of plans for a new regional airport, and
the diversion of border-bound traffic, which were the bases for the inverse condemnation awards, were
also alleged as contract breaches.
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Following the special verdict but before entry of the judgment, the trial judge disqualified
himself from further proceedings in the case for allegedly failing to disclose personal relationships with
one of the plaintiffs attorneys. The case was transferred to another judge outside of San Diego County
who will sit for all purposes, including a new trial.

The City has retained two law firms to represent it in post trial motions and any appeals.
Such motions and potential appeals pertain to the validity of the disqualified trial judge's pre-trial and trial
rulings, and the validity of the underlying verdict.

As the result of a recent hearing on the City' s post-trial motions before the newly assigned
judge, the judge reduced the plaintiff's pre-judgment interest claim from $144.0 million to about $26.0
million. The court subsequently entered judgment on the verdict amount ($94.5 million), plus the pre-
judgment interest for a total of$119.0 million.

In addition, the court has denied the City's motion for judgment notwithstanding the
verdict and motion to set aside the verdict on the grounds of fraud. It did, however, grant the City a
complete new trial on one legal theory, a contract claim, and set aside award of the damages on that theory
(in the amount of $29.2 million of the $94.5 million). Tile court also found the contract claim largely
barred by the time limits in the Governr£ient Claims Act.

The court denied the City a new trial on the remaining claims in the case for inverse
condemnation, relating to the airport study and truck routing, fmding that the Court needed to defer to the
original judge on these matters. This has the effect of leaving in place $65.3 million in inverse
condemnation damages, plus approximately $26.0 million in pre-judgment interest. The total judgment,
including pre-judgment interest, is currently approximately $91.3 million. Appellate counsel for the City
has advised that the City should have no obligation to pay these amounts until the appeal is concluded,
which will take at least eighteen months to two years. The City will also be responsible for any post-trial
interest, which will accrue at the rate of approximately 5.7% per annum, until any judgment is paid.

The City believes that a significant portion of its defense costs -- both retroactive to the
exhaustion of the self-insured retention of $1.0 million and prospectively through appeal---will be paid in
large part by one or more of the City's insurers. The City may have some coverage for damages under its
policies of insurance but the amount mad scope of the coverage is not presently known. A number of
insurers whose policies may cover defense costs and any judgment have challenged the applicability of
their policies (see "Insurance Coverage Issues" below).

Despite the denial of certain of the post-trial motions, the City believes it has sound legal
theories for its appeal; however, no assurance can be given that the City's pursuit of this challenge will be
successful. In the event that the City is not successful on appeal, and on retrial, if any, the judgment,
including any interest, will have to be paid from the City's "treasury, most likely over a period of ten years
with additional interest during that period, to the extent that there is not insurance coverage or a shortfall
in coverage.

Because there is no final judgment at this time, given the court's partial grant of the City's
new trial motion, the City had not included any moneys for the payment of any judgment in this case in its
budget for the 2002-2003 Fiscal Year and does not propose to include any moneys in its budget for the
2003-2004 Fiscal Year.
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On November 7, 2001, the plaintiff filed a motion with the trial court asking that the City
deposit in trust into the court, the full judgment amount of $92.4 million which includes some post-
judgment interest, pending the City's appeal. The court denied the plaintiff's motion. Litigation counsel
has advised that if plaintiff seeks discretionary review of the.,denial of the motion for deposit, the plaintiff
must have done so within approximately sixty days after enl:ry of the order on November 19, 2001. As of
the date hereof, no such discretionary review has been sought.

Insurance Coverage Issues

On April 9, 2002, three of the City's general liability insurers filed a federal court lawsuit
against the City in the Southern District of California, Insurance Company of the State of Pennsylvania, et
al. v. City of San Diego, Case No. 02 CV 0693 JM (RBB). These insurers provide coverage to the City
for the years 1991 to 2001, and they collectively insure the City for policy limits of $25 million per
occurrence per year (less the City's self-insured retention, which ranges from $1 million to $3 million).
The insurers' lawsuit seeks a declaration that the insurers are not obligated to defend or indemnify the City
for any liability it may suffer in the De La Fuente matter.

The City's other two liability insurers did not join in this lawsuit, although they are not
precluded from joining in this lawsuit or filing a separate lawsuit. The non-suing liability insurers issued
coverage to the City for the 1990-91 policy year, with collective limits of $17 million per occurrence.
One of them (with policy limits of $2 million per occurrence) has indicated by letter to outside counsel
that it will accept coverage for one occurrence, while reserving its rights to dispute that there is more than
one occurrence.

The suing insurers are disputing coverage on the ground that the City allegedly provided late
notice of the claims against it, and based upon alleged policy exclusions for breach of contract and inverse
condemnation claims. Although one suing insurer has been paying a significant portion of the City's
defense costs in the De La Fuente matter to date (about 60%), and has orally agreed to continue defending
despite filing the coverage lawsuit, that insurer seeks to be relieved of the defense obligation by court
order. If the insurers were to prevail on this complaint, the City would lose insurance coverage for its
future attorneys' fees and costs incurred in defending the De La Fuente matter, and for any damages
ultimately awarded in those cases, from these insurers. In tire opinion of outside counsel, the City would
not owe any damages to the insurance companies, even if it lost coverage, except in the unlikely event that
the Court ordered the City to reimburse suing insurer(s) for past defense costs it has paid to the City.

On May 7, 2002, the City filed an answer and colmterclaim in the lawsuit. The City seeks a
determination that all three suing insurers are obligated to defend the City in the De La Fuente matter. In
addition, the City seeks to recover damages for breach of contract and bad faith. However, no prediction
can be made as to the outcome of this litigation.

City Voter Initiatives

An initiative proposing an amendment to the San Diego City Charter was submitted to the
City voters at the election on the March 5, 2002. This initiative appeared on the ballot as Proposition E.
The initiative asked the voters whether the City Charter should be amended to require that any increase in
an existing general tax or imposition of any new general tax be levied by the City Council only if the
proposed levy has been approved by a two-thirds vote of the qualified electors voting on the proposed tax
measure.
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At that same election, another proposition was submitted to the voters for consideration.
This proposition, Proposition F, asked the voters whether the City Charter should be amended to require
that, in order to be adopted or effective, any City Charter amendment, ballot proposal, initiative, statute,
law, or regulation requiring a greater than simple majority vote of the electorate, and which is proposed to
be adopted on or after the date of this election, must be adopted by the same proportionate vote of the
electorate. In effect, the City has argued in the litigation described below that, the adoption of this
proposition would require that Proposition E would have to be approved by a two-thirds vote of the
qualified electors voting in the March 5, 2002 election.

Proposition E was approved by 54.4% and Proposition F was approved by 50.3% of the
voters in the March 5, 2002 election, ttaving received a majority vote, Proposition F was adopted. The
City has taken a position that Proposition E, however, by thc terms of Proposition F, was not adopted.

There have been two cases filed challenging the results of the March 5, 2002 election
pertaining to Propositions E and F; Teyssier v. City of San Diego, et al. and Howard Jarvis Taxpayers
Association v. City of San Diego et al. Both actions seek declaratory relief contending that Proposition F
is unconstitutional. In addition, Teyssier seeks a writ of mandate directing the City to certify and record
the adoption of Proposition E. Both matters allege (i) that Proposition F is preempted by the California
Constitution; (ii) that it cannot affect an election held prior to its effective date; and (iii) that Proposition F,
having received fewer votes than Proposition E, an alleged conflicting measure on the same ballot, should
have been defeated. The trial court consolidated the two cases.

On April 22, 2003, the City received a minute order of the trial court for the consolidated
cases. The Court's ruling declines to invalidate Proposition E. The Court leaves open the question
whether Proposition E could require a supermajority for an amendment to the City Charter, which would
impose or raise a general tax. The Court's minute order has not been reduced to a judgment. The City has
not yet decided to appeal or other wise contest the ruling. Regardless of the outcome of the litigation,
these lawsuits are unlikely to have any impact to the City's budget or revenue for Fiscal Year 2003,
because they relate only to new or increased taxes. It is currently anticipated that the City's proposed
budget for Fiscal Year 2004 would not include projected revenues from any such tax enhancing measures.

Other Litigation and Claims

In February 2002, the Public Facilities Financing Authority of the City of San Diego issued
lease revenue bonds in the aggregate principal amount of $169,685,000 (the "Ballpark Bonds") for the
construction of a state of the art baseball park. The ballpark project has been the subject of a variety of
litigations, however, there has not been any new litigation filed regarding the project since the approval of
the original Offering Document in 2002. The case Skane v. City of San Diego, Court of Appeal case no.
D038879 has been finally resolved, the California Suprc'me Court denying a petition for review on
October 2, 2002. On January 30, 2003, the Fourth District Court of Appeal filed an opinion affirming a
trial court judgment in favor of the City in the case Simmons v. City of San Diego, Court of Appeal case
no. D039838. The plaintiffs failed to file a petition for review to the California Supreme Court by the
filing deadline of March 11, 2003. The City and Bond Counsel are considering the import of the appellate
court's decision on the City's ability to refund the 2002 Bonds (see "BONDED AND OTHER
INDEBTEDNESS- Proposed Additional General Fund Lease Commitments). The case City v. All
Persons Interested, Superior Court case no. GIC763487 was the subject of appeals that were consolidated
under Court of Appeal case no D038587 and were further consolidated with Skane. The Court of Appeal
affirmed the judgment in favor of the City and the Redevelopment Agency. The California Supreme Court
denied the petitions for review on October 2, 2002.
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On March 29, 2002, Brown Field Aviation Park LLC (BFAP) filed a claim seeking
damages in excess of $120 million, asserting that the City breached a Memorandum of Understanding that
provided BFAP with the exclusive right to negotiate a proposed Development Agreement and Master
Lease that would transform Brown Field into a cargo airport with ancillary commercial and industrial
uses. BFAP contended that the City breached the MOU by requiring review by the Federal Aviation
Administration prior to a City Council hearing. In addition, BFAP claimed the city breached the MOU by
failing to present the project for City Council consideration in September 2000, and by failing to continue
negotiations after the FAA released a preliminary airspace analysis on September 29, 2000.

On March 4, 2003 the City Council approved a settlement of this case by agreeing to pay
BFAP $1.25 million. This sum represents a refund of the money BFAP paid to the City for the right to
negotiate the project and for the labor costs incurred by the City staff in reviewing the proposed project.
The City's excess liability carrier also agreed to pay $249,000 in settlement of the claim.

On January 16, 2003, a class action complaJint (Gleason v. City of San Diego, et aL) for
declaratory relief was filed in the Superior Court against the City, the City's Employees' Retirement
System (SDCERS), and certain named members of the SDCERS board of administration. The plaintiffs,
former City employees who receive City retirement benefits, allege that as a result of recent actions taken
by the defendants, the SDCERS trust fund has an unfunded accrued liability of $720 million, and that by
2009, the City will owe approximately $2.8 billion to SDCERS, with an annual City budget expense of
more than $250 million. In addition to the declaration of their rights, plaintiffs ask for restitution to the
SDCERS trust fund, an injunction prohibiting the City from unlawfully underfunding the trust fund in the
future, money damages, attorneys' fees, and other relief.

As noted under the heading "PENSION PLAN" above, the City's unfunded accrued
actuarial liability as of June 30, 2002 is approximately $720 million. The City is defending the case and
believes it has complied with applicable law in the funding of the SDCERS trust fund. The case is still in
the early stages, and the City has not completed an assessment of the claim. The City cannot predict the
outcome of the litigation at this time, but if the plaintiffs are successful, there potentially may be
additional expense to the General Fund in the funding of the SDCERS trust fund and otherwise, over and
above the City's expected expense in the fimding of its pension obligations.

INVESTMENT OF FUNDS

The Treasurer of the City of San Diego, in accordance with the Charter of the City of San
Diego and authority granted by the City Council, is responsible for investing the unexpended cash in the
Treasurer's pooled operating investment ftmd (the "City Pool["). Responsibility for the daily investment of
funds in the City Pool is delegated to the City's Chief Investment Officer. The City is the only participant
in the City Pool; there are no other City Pool participants either voluntary or involuntary. The investment
objectives of the City Pool are preservation of capital, liquidity and return.

Oversight and Reporting Requirements

The City Treasurer provides an investment report on a monthly basis to the City Manager,
the City Auditor and Comptroller and the City Council and annually presents a statement of investment
policy (the "Investment Guidelines") to the City Manager, the City Council and the City Manager's
Investment Advisory Committee. The Investment Advisory Committee was established in 1990 and is
comprised of the City Auditor and Comptroller, a Deputy City Manager and three investment
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professionals from the private sector. The Committee is charged with oversight responsibility to review
on an ongoing basis the Investment Guidelines and practices of the City Treasurer and recommend
changes. Investments in the City Pool are audited by an independent firm of certified public accountants
as part of the overall audit of the City's financial statements.

The City's investment section uses outside services to provide investment portfolio
valuations and accounting and reporting services. The service provides monthly portfolio valuation,
investment performance statistics and other statistical security reports, which are distributed to the City
Treasurer accounting section and the City Auditor and Comptroller's office for review and reconciliation.
The City Treasury accounting section prepares a series of monthly reports, which includes portfolio
market valuation, and distributes these to the Mayor, City Council, City Manager and other officials.

Authorized Investments

Investments in the City Pool are governed by State law and further restricted by the City's
Investment Guidelines. The Guidelines have been written with safety of principal being the foremost
objective. Permitted investments include U.S. Treasury securities, U.S. Agency securities, corporate
medium term notes, money market instruments and the Local Agency Investment Fund (California State
Pool). Reverse repurchase agreements ("reverse repos") are restricted to 20% of the base value of the
portfolio and are governed by various maturity restrictions as well. The main operating funds of the City
are being managed in two separate portfolios. In its management of the "Liquidity" portfolio, comprising
about 35% of total funds, the City invests in a variety of debt securities with maturities ranging from one
day to one year. The remaining 65% of funds are managed in a separate "Core" portfolio that consists of a
variety of debt securities ranging from one day to five years; performance is measured against the Merrill
Lynch 1 to 3 year U.S. Treasury Index. Safety of principal and liquidity are the paramount considerations
in the management of both portfolios.

Pool Liquidity and Other Characteristics

The City Pool (including both the "Liquidity" and the "Core" portfolios) is highly liquid.
As of January 31, 2003, approximately 10% of the pool investments mature within 60 days, 21% within
90 days and 35% within 181 days (on a cumulative basis). As of January 31, 2003, the Pool had a
weighted average maturity of 1.59 years (580 days) and its weighted yield was 2.90%. For purposes of
calculating weighted average maturity, the City Treasurer treats investments in the State-wide Local
Agency Investment Fund (California State Pool) as maturing within one day. The Liquidity portfolio had
a duration of 0.35 years and the Core portfolio had a duration of 1.42 years as of January 31, 2003.
Duration is a measure of the price volatility of the portfolio and reflects an estimate of the projected
increase or decrease in the value of the portfolio based upon a decrease or increase in interest rates.
Accordingly, the Liquidity portfolio should decrease in maxket value by 0.35% for every 1% increase in
market interest rates while the Core portfolio should decrease in market value by 1.42% for every 1%
increase in market interest rates. The City Pool's composition is designed with a goal of having sufficient
liquid funds available to meet disbursement requirements. The composition and value of investments
under management in the City Pool will vary from time to time depending on cash flow needs of the City,
maturity or sale of investments, purchase of new securities, and fluctuations in interest rates.
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Table 19
CITY OF SAN DIEGO POOLED OPERATING INVESTMENT FUND 0)

at January 31, 2003

(Unaudited)

Percent of
Investment Instrument Book Value Market Value Total (_

U.S. Treasury Bills and Notes $491,710, 525 $495,537,305 38.88%
Federal Agency Securities 569,354,218 575,278,317 45.01%
Medium Term Notes (Corporate) (2_ 140,059, {)70 139,036,161 11.07%
Money Market Instruments {3) 43,397,533 43,443,305 3.43%
Local Agency Investment Fund 20,334, g71 20,334,871 1.61%
NET ASSETS $1,264,856,217 $1,273,629,959 100.00%

(1) Based on Book Value.
(2) These notes consist of both fixed & floating interest rate securities. The notes with floating interest rates are reset at

intervalsrangingfromone day to threemonths.
(3) These securities consist of commercial paper, negotiable certificates of deposit, term and overnight repurchase

agreements,banker'sacceptances,banknotes and/orthriftnotes.

Source: Cityof San Diego, Officeof the City Treasurer

Derivatives

As of January 31, 2003, and at least since October 14, 1997, the City Pool has had no assets
invested in structured notes or derivatives prohibited in California Government Code 53601. The City
Treasurer defines a derivative as a financial instrument whose value is derived from an underlying asset,
price, index or rate, e.g., options, futures or interest rate swaps. A structured note is an investment
instrument that can contain within its structure various combinations of derivatives such as imbedded calls

and interest rate swaps that will offer returns to an investor within a defined set of parameters and interest

rate scenarios, e.g., step-ups, multiple-indexed notes, inverse floaters or leveraged constant maturity notes.
The City Treasurer does not define fixed rate notes, debentures with call features or single index non-

leveraged floating rate notes, e.g. monthly LIBOR plus or minus a spread, as structured notes. The City
Treasurer limits structured notes eligible for purchase to those investments which, at the time of purchase,

have no risk of principal loss if held to maturity and offer an estimated return at purchase that exceeds the
return on a comparable fixed term investment in the judgment of the City's Investment Officer. The City

Treasurer does not allow the purchase of securities that have a negative amortization of principal. In
addition, California law prohibits the purchase by local governments of inverse floaters, range notes or

interest only strips derived from pools of mortgages.

Reverse Repurchase Agreements

A reverse repo is a transaction in which the: City Pool sells a security and concurrently

agrees to buy it back from the same party at a later date for _:price that includes an interest component for
the City Pool's use of the money. Although the City from time to time uses reverse repos, as of January

31, 2003, and since September 18, 1996, the City has had no reverse repos in the City Pool. The
Investment Guidelines require that all proceeds of a rew,'rse repo be reinvested in securities whose

maturity date or coupon reset date match the maturity of the reverse repo. The Investment Guidelines
limit the use of reverse repurchase agreements to 20% of the base value of the City Pool. The City's

reverse repo program is monitored daily and reported monthly, as described above under "Oversight and
Reporting Requirements".
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BONDED AND OTHER INDEBTEDNESS

General

The City has never failed to pay principal of or interest on any of its debts or lease
obligations when due. The City has issued bonds or ente:red into installment purchase contracts secured
by and payable out of loans and installment sale contracts, in order to provide conduit financing for single
and multi-family housing, industrial development, and 501 (c) (3) non-profit corporations. These bonds
and certificates of participation are not secured by City general funds or revenues.

Long-Term Obligations

As of June 30, 2002, the City had $58,095,000 aggregate principal amount of long-term
general obligation bonded indebtedness outstanding and $566,505,000 aggregate principal amount of
long-term general fund lease obligations outstanding. The .City's general obligation bond ratings are AAA
(Fitch Ratings), Aal (Moody's Investors Services) and AA (Standard & Poor's).

The following table is a schedule, by years, of principal and interest payments required to be
made by the City or its oversight entities with respect to future obligations, as of June 30, 2002.

Table 20
CITY OF SAN DIEGO

GENERAL OBLIGATION AND GENERAL FUND LEASE OBLIGATIONS
As of June 30, 2002

(in thousands)

General General Total
Fiscal Year ,Obligation Fund Lease Principal and
Ending June 30 Bonds Obligations Interest Payable

2003 $ 9,395 $ 49,146 $ 58,541
2004 9,525 49,854 59,379
2005 9,645 49,921 59,566
2006 9,777 49,497 59,274
2007 9,923 46,993 56,916
Thereafter 26,337 894,774 921,111
Subtotal $ 74,602 $1,140,185 $1,214,787
Less Interest Portion $ (16,507) _ (573,680) $ (590,187)
Total Principal Portion $ 58,095 $ 566,505 $ 624,600
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The following provides a summary list of outstanding general obligation bonds and
General Fund lease commitments as of June 30, 2002.

Principal
Outstanding

General Obligation Bonds LQ_Q_Q_

1994 - Open Space Park Facility District Refunding $41,175
1991 - Public Safety Communications 16,920
Total Principal of General Obligation Bonds $58_095

General Fund Lease Commitments

Certificates of Participation
1993 - Balboa Park/Mission Bay Park Capital Improvements (i) $19,800
1996A - Balboa Park/Mission Bay Park Capital Improvements 25,010
1996B -Balboa Park/Mission Bay Park Capital Improvements Refunding 10,440
Lease Revenue Bonds
1993 - City/MTDB Authority for Old Town Trolley Extension C2) 16,005
1994 - City/MTDB Authority Refunding - Police ClP and Bayside Extension 34,560
1996 - Stadium Improvements 64,955
1998 - Convention Center Expansion Authority 200,980
2002 - Ballpark and Redevelopment Project 169,685
2002 - Fire and Life Safety Improvements 25 070
Total Principal of General Fund Lease Commitments $566,505

(1) Tobe refundedbythe2003RefundingCertificatesofParticipation(Balboa]?ark/MissionBayParkCapitalImprovements).
(2) Tobe refundedbythe2003RefundingLeaseRevenueBonds(SanDiegoOldTownTrolleyExtension).

Source: City of San Diego, Auditor and Comptroller

Recent Financings

In June 2002, the Public Facilities Financing Authority of the City of San Diego issued
$25.2 million in Lease Revenue Bonds to fund the rehabilitation and construction of fire stations and life

safety facilities throughout the City. The total project cost is estimated at approximately $45.1 million,

including $10.9 million for life safety improvements and $34.2 for fire improvements. Additional funding

is expected to come from bond proceeds in future Fiscal Years.

Proposed Additional General Fund Lease Commitments

From time to time the City issues debt to fund various capital improvements and projects.

In April/May 2003, the City will be refunding the 1993 City/MTDB Authority Lease Revenue Bonds (Old
Town Trolley Extension) and the 1993 Certificates of Participation (Balboa Park/Mission Bay Park

Capital Improvements).

In 2004, the City intends to issue approximately $87 million in General Fund obligations to

implement the Library System Improvements Program adopted by the City Council in November 2002.

The overall program consists of renovation, expansion and addition of new library facilities Citywide at an
estimated total project cost of $312 million between Fiscal Years 2003 and 2011. The funding sources

include grants and private funds, Development Impact Fees and Facilities Benefit Assessment Fees, Other

City Funds and bond proceeds. Upon the initial bond issuance projected to occur in 2004, the remainder

of the bond funds is expected to come from phased bond issuances in later Fiscal Years.
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In February 2002, the Public Facilities Financing Authority of the City of San Diego issued
$169.7 million in Lease Revenue Bonds to fund a portion of the City's contribution to the Ballpark and
Redevelopment Project (the "Ballpark Project"). Due to litigation matters concerning the Ballpark Project
that were pending at the time of issuance, the bonds, although issued on a tax-exempt basis, were sold at a
premium above tax-exempt rates. When the bonds were issued, it was contemplated that if litigation is
decided favorably to the City, and depending on market conditions, the City would refund the bonds with
bonds bearing lower interest rates. It is currently expected that remaining litigation matters will be
resolved as early as Fiscal Year 2003 but no later than Fiscal Year 2004. See "LITIGATION
POTENTIALLY AFFECTING THE GENERAL FUNDS OF THE CITY- Other Litigations and
Claims" for the status of such litigation. If such matters are resolved favorably to the City, and depending
on market conditions, the City would issue refunding bonds shortly thereafter.

Short-Term Borrowings

The City has issued tax anticipation notes since the mid-1960's (except for Fiscal Year
1979) in anticipation of receipt of taxes and other General ]Fund revenues. The following table presents a
10-year history of the City's short-term borrowings:

Table 21
CITY OF SAN DI[EGO

SHORT-TERM BORROWINGS

Fiscal Years Ended June 30, 1994 through May 1, 2003

Fiscal Year Ended

June 30 PrincipalAmount
1994 $100,500,000
1995 $ 68,000,000
1996 $ 53,000,000
1997 $ 73,500,000
1998 $ 82,000,000
1999 $ 88,500,000
2000 $ 99,500,000
2001 $ 77,000,000
2002 $ 73,000,000
2003 $ 93,200,000

Source: Cityof San Diego,AuditorandComptroller

Prior Years' Defeasance of Debt

In prior years, the City, the San Diego Stadium Authority, the Redevelopment Agency, the
San Diego Facilities and Equipment Leasing Corporation, San Diego Open Space Park Facilities District
No. 1, City of San Diego/MTDB Authority, and the Public Facilities Financing Authority defeased certain
debt obligations by placing the proceeds of refunding bonds in an irrevocable trust to provide for all future
debt service payments on the old bonds, through certain applicable redemption dates or maturity.
Accordingly, the trust account assets and the liability for the defensed bonds are not included in the City's
financial statements. As of June 30, 2002, $27,910,000 of defensed bonds are still held by investors.

A -43



Operating Lease Commitments

The City has entered into various General Fund lease arrangements under which the City
must make annual payments to occupy facilities necessary for City operations. The table below is a
schedule by years of future minimum rental payments requi_ed under such leases entered into by the City
that have initial or remaining noncancellable lease terms in excess of one year, as of June 30, 2002.

Table 22
CITY OF SAN DIEGO

FUTURE MINIMUM RENTAL PAYMENTS
GENERAL FUND OPERATING LEASE COMMITMENTS

Fiscal Year Ending June 30 Rent Payable

2003 $5,132,756
2004 2,481,868
2005 2,274,252
2006 2,259,671
2007 2,249,256
Thereafter 14,704,794
Total Minimum Payments $29,102,597

Source: City of San Diego, Auditor and Comptroller and Real Estate As:_etsDepartment

Overlapping Debt and Debt Ratios

Table 23 presents a statement of direct and overlapping bonded debt of the City as of

February 1, 2003. Revenue bonds, tax allocation bonds and special assessment bonds are not included in

the tabulation; lease revenue obligations payable from the City's General Fund or equivalent sources are
included.

The City contains numerous school districts and special purpose districts, such as for water

and sanitation, many of which have issued general obligation bonds. Some of the issues may be payable

from self-supporting enterprises or revenue sources other than property taxation.

The City periodically issues special assess_Lent or Community Facilities District Mello-

Roos bonds on behalf of petitioning developers or citizens when the City determines that the public

facilities to be financed are of a defined extraordinary benefit to the City. These bonds are secured by
property owner assessments or special taxes. As of June 30, 2002, there were four 1915 Act Assessment

District and one Reassessment District bond issues with aggregate outstanding principal of $43,692,999

and three Community Facilities District (Mello-Roos) bond issues with outstanding principal of
$115,010,000.

The reserve funds for each of the City's outstanding Assessment District and Community

Facilities District bond issues were fully funded as of June 30, 2002. Although the City is not in any way
obligated to make debt service payments for either Assessment or Community Facilities District bond

issues, the City has in the past taken proactive measures to protect bondholders.
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Table 23
CITY OF SAN DIEGO

STATEMENT OF DIRECT AND OVERLAPPING BONDED DEBT
as of February 1, 2003

2002-03 Assessed Valuation: $104,940,180,862

Redevelopment Incremental Valuation: 4,629,088,709
Adjusted Assessed Valuation: $100,311,092,153

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable Debt 2/1/03
San Diego County Water Authority 49.271% $ 810,508

Metropolitan Water District 8.872 44,587,123
Southwestern Community College District 17.482 6,912,383
San Diego Unified School District 99.911 764,304,390

San Diego Unified School District Lease Tax Obligations 99.911 67,784,618
Sweetwater Union High School District 21.100 7,620,265
San Ysidro School District 92.096 17,636,384

Other High School and School Districts Various 9,468,043

City of San Diego 100. 15,690,000
San Diego Open Space Park Facilities District No. 1 100. 36,475,000
City of San Diego Community Facilities District No. 1 100. 52,745,000
City of San Diego Community Facilities District No. 2, Improvement Area Nos. 1 and 3 100. 60,250,000
City of San Diego 1915 Act Bonds 100. 40,854,284
North City West School District Community Facilities District 100. 92,327,921

Poway Unified School District Community Facilities District No. 1 and 10 99.609-100. 95,361,344
San Dieguito Union High School District Community Facilities District No. 95-1 81.063 15,048,785
Sweetwater Union High School District Community Facilities Districts 5.014-100. 2,861,346

Other Special District 1915 Act Bonds Various 1,080,974
TOTAL GROSS DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT $1,331,818,368

Less: San Diego Open Space Park Facilities District No. 1 (100% self-supporting) 36,475,000
TOTAL NET DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT $1,295,343,368

DIRECT AND OVERLAPPING GENERAL FUND OBLIGATION DEBT:

San Diego County General Fund Obligations 47.537% $ 233,049,556
San Diego County Pension Obligations 47.537 391,892,651
San Diego Superintendent of Schools Certificates of Participation 47.537 982,827
San Diego Community College District General Fund Obligations 99.907 41,935,963
San Diego Unified School District Certificates of Participation 99.911 30,253,051
Sweetwater Union High School District Certificates of Participation 2I. 100 5,112,530
Del Mar Union School District Certificates of Participation 80.659 10,029,947
San Ysidro School District Certificates of Participation 92.096 8,993,174
Chula Vista School District General Fund Obligations 5.663 4,492,741
Other School, High School and Community College District Certificates of Participation Various 8,185,454

City of San Diego General Fund Obligations and MTDB Authority 100. 555,535,000
Otay Municipal Water District Certificates of Participation 7.800 2,030,340

TOTAL GROSS OVERLAPPING GENERAL FUND OBLIGATION DEBT $1,292,493,234

Less: Otay Municipal Water District Certificates of Participation 2,030,340

Grossmont Union High School District Certificates of Participation
(100% self-supporting from tax increment revenues) 65,836

TOTAL NET OVERLAPPING GENERAL FUND OBLIGATION DEBT $1,290,397,058

GROSS COMBINED TOTAL DEBT $2,624,311,602 ¢l_
NET COMBINED TOTAL DEBT $2,585,740,426

(1) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax allocation bonds and non-bunded capital lease obligations.
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Page 2. City of San Diego

Ratios to 2002-03 Assessed Valuation:

Direct Debt ($15,690,000) ....................................................................................................... 0.01%
Total Gross Direct and Overlapping Tax and Assessment Debt .............................................. 1.27%

Total Net Direct and Overlapping Tax and Assessment Debt .................................................. 1.23%

Ratios to Adjusted Assessed Valuation:
Gross Combined Direct Debt ($607,700,000) _t).................................................................... 0.61%
Net Combined Direct Debt ($571,225,000) ........................................................................... 0.57%
Gross Combined Total Debt ..................................................................................................... 2.62%

Net Combined Total Debt ........................................................................................................ 2.58%

(1) City $ 15,690,000
City Authorities and Certificates of Participation 555,535,000

San Diego Open Space Park Facilities District No. 1 _-;6475 000
$607,700,000

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/02:$2,515,864

Source: California Municipal Statistics, Inc.
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CALDERON, JAHAM & OSBORN
ANACCOUNTANCYCORPORATION

CERTIFIEDPUBLICACCOUNTANTS&CONSULTANTS
www.cjo.com

INDEPE'NDENT AUDITORS' REPORT

To the Honorable Mayor, Members of the City
Council and City Manager of the City of San
Diego, California

We have audited the accompanying financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City of San r'_iego,California (=City"), as of and
for the year June 30, 2002, which collectively comprise the City's basic financial
statements as listed in the table of contents. These financial statements are the
responsibility of the City's management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall
basic financial statement presentation. We believe that our audit provides a
reasonable basis for our opinions.

In our opinion, the basic financial statements referred to above present fairly, in
all material respects, the respective financial position of the governmental
activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City as of June 30, 2002, and the respective
changes in financial position and cash flows, where applicable, thereof for the
year ended in conformity with accounting principles generally accepted in the
United States of America.

Comerica Bank Tower P.O. Box 1039
600 "B" Street, Suite 1900 1236 State Street

San Diego, CA 92101 1 El Cenlro, CA 92243
Phone: (619) 234-5137 Phone: (760) 352-6022
Fax: (619) 234-5162 Fax: (760) 352-2492
E-mail: cjo@cjo.com E-maih cjocpas@thegdd.net



As described in Note 1 to the basic financial statements, the City adopted
Statements of the Governmental Accounting Standards Board No. 34, Basic
Financial Statements - and Management's Discussion and Analysis - for State
and Local Governments; No. 37, Basic Financial Statements- and
Management's Discussion and Analysis - for ',Stateand Local Governments:
Omnibus; and, No. 38, Certain Financial Statement Note Disclosures.

In accordance with Government Auditing Standards, we have also issued our
report dated November 27, 2002 on our consideration of the City's internal
control over financial reporting and on our test_ of its compliance with certain
provisions of laws, regulations, contracts, and grants. That report is an integral
part of an audit performed in accordance with Government Auditing Standards
and should be read in conjunction with this report in considering the results of our
audit.

The accompanying Required Supplementary Information, such as management's
discussion and analysis, budgetary comparison information and other information
as listed in the table of contents are not requiired part of the basic financial
statements but are supplementary information required by the Governmental
Accounting Standards Board. We have applied certain limited procedures, which
consisted principally of inquires of management regarding the methods of
measurement and presentation of the Required Supplementary Information.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial
statements that collectively comprise the City's basic financial statements. The
accompanying supplementary information is pre.=;entedfor purpose of additional
analysis and is not a required part of the basic financial statements. The
supplementary information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, are fairly
stated in all material respects in relation to the basic financial statements taken
as a whole. The Introductory Section and Statistical Tables have not been
subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we express no opinion on them.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of the City of San Diego(City), we offer readersof the City financial statements this narrative
overview and analysis of the financial activitiesof the City for the fiscal year ended June 30, 2002. We
encourage readers to considerthe informationpresentedhere.in conjunctionwith additionalinformationthat we
have furnishedinour Letterof Transmittal,whichcan be foundbeginningon page V of thisreport.

For the fiscal year ended June 30, 2002, the City implemented Governmental AccountingStandards Board
(GASB) Statement No. 34 =BasicFinancialStatements- and Management's Discussionand Analysis- for State
and Local Governments." The focus of this Standard is to present the government as a single entity
(government-wide) and provide informationabout its current financial resources (fund level). These two
perspectives provide readers of the City's financial statements with a broad picture of the results of
governmentaloperationsand itsabilityto provideservicesin the future.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussionand analysisis intendedto serve as an introductionto the City's basic financialstatements. The
City's basic financial statements are comprised of three components: (1) Government-wide financial
Statements; (2) Fund Financial Statements; and (3) Notes to the Financial Statements. This report also
containsothersupplementaryinformationin additionto the basicfinancial statementsthemselves.

Govemment-Wide Financial Statements

The govemment-widefinancial statementsare designedto provide readers with a broadoverviewof the City's
finances, ina mannersimilarto a private-sectorbusiness.

The Statement of Net Assets presentsir_formationon all of the City's assets and liabilities,with the difference
between the two reported as Net Assets. Over time, increasesor decreases in net assets may serve as a
usefulindicatorof whether the financialpositionof the Cityis improvingor deteriorating.

The Statement of Activities presents intormation showing ctlanges in the City's net assets during the most
recent fiscalyear. All changes in net assets are reportedwhen the underlyingevent giving rise to the change
occurs, regardlessof the timingof relatedcash flows. The focus is on both grossand netcost of City functions,
which are supported by general revenues. This Statement also distinguishes functionsof the City that are
principallysupported by taxes and intergovemmentalrevenues (governmental activities) from other functions
that are intendedto recover all or a significantportionof their costs through user fees and charges (business-
type activities). The governmentalactivitiesof the City include:General Government and Support; PublicSafety
- Police; PublicSafety- Fire andLife Safety;Parks, Recreation,Culture and Leisure;Transportation;Sanitation
and Health; and NeighborhoodServices. The business-typeactivitiesof the City includeAirports;City Store;
Development Services; Environmental Services; Golf Course; Recycling; Sewer Utility; Water Utility; and
San Diego Data ProcessingCorporation.

The government-widefinancial statements include the City (known as the Primary Government) and the
following legally separate, discretelypresentedcomponent units: San Diego ConventionCenter Corporation
(SDCCC); San Diego Housing Commission (SDHC); and San Diego Medical Services Enterprise, LLC
(SDMSE). Financialinformationfor these componentunitsis reported separately from the financial information
presented for the primarygovernment. Blendedcomponentunits,also legally separate entities,are part of the
government's operationsand are combinedwiththe primarygovernment.
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Included withinthe primary governmentas blended componentunits:

• Centre City DevelopmentCorporation
• City of San DiegoMetropolitanTransit DevelopmentBoardAuthority
• ConventionCenter Expansion FinancingAuthority
• PublicFacilitiesFinancingAuthority
• RedevelopmentAgency of the Cityof San Diego
• San Diego Data ProcessingCorporation
• San Diego Facilitiesand EquipmentLeasingCorporation
• San Diego IndustrialDevelopmentAuthority
• San DiegoOpen Space Park FacilitiesDistrict#1
• Southeastern Economic DevelopmentCorporation

The government-widefinancial statementscan be foundbegint_ingon page 15 of this report

Fund Financial Statements

A fund is a grouping of related accounts _at is used to maintain control over resources that have been
segregated for specif¢ activitiesor objectives. The City, liks other state and local governments, uses fund
accountingto ensure and demonstratecompliancewith finano,=-relatedlegal requirements. All fundsof the City
can be dividedintothree categories:governmentalfunds, proprietaryfunds, andfiduciaryfunds.

Governmental Funds

Governmental funds are used to accountfor essentiallythe same functionsreportedas governmentalactivities
in the government-wide financial statements. However, unlike the government-wide financial statements,
governmental fund financial statementsfocuson near-terminflowsand outflowsof spendableresources,as well
as balances of spendable resourcesavailableat the end of the fiscalyear. Such informationmay be useful in
evaluatinga government's near-termfinancingrequirements.

Because the focus of governmentalfunds is narrowerthan that of the government-widefinancialstatements,it
is useful to compare the informationpresentedfor governmentalfunds with similar informationpresentedfor
governmental activities in the govemment-wide financial statements. By doing so, readers may better
understandthe long-term impact of the government's near-term financingdecisions. Boththe governmental
fund balance sheet and the governmentalfund statement cf revenues, expenditures,and changes in fund
balances provide a reconciliationto facilitatethis comparisonbetweengovernmentalfunds and governmental
activities.

The City maintainsindividualgovernmentalfunds. Informationis presentedseparatelyin the governmentalfund
balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund
balances for the General Fund, which is a majorfund. Data fromthe other governmental funds are combined
into a single,aggregated presentation. Individualfund data for each of these nonmajor governmental funds is
providedinthe formof combiningstatementselsewherein thisreport.

The City adopts an annual appropriatedbudgetfor itsGeneral Fund. A budgetarycomparison statement has
been providedfor the General Fund to demonstratecompliant.=withthis budget.

The basic governmentalfund financialstatementscan be founclbeginningon page 18 of thisreport.
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Proprietary Funds

The City maintains two differenttypes of proprietaryfunds. Enterprisefunds are used to report the same
functions presented as business-typeactivities in the government-wide financial statements. The City uses
enterprise funds to account for its various business-typeactivities, tntemal service funds, such as Central
Garage and Machine Shop, CentralStores,and PrintShop,are used to report activitiesthat providecentralized
suppliesand servicesto the City. All internalservicefunds,except for the Special EngineeringFund,have been
included within governmentalactivitiesin the government-widefinancial statements since they predominately
benefit governmental functions. The Special EngineeringFund, which services exclusivelywater and sewer
activities,has been includedwithinbusiness-typeactivitiesin the government-widefinancialstatements.

Proprietary fund statements providethe same type of informationas the government-widefinancialstatements,
only in more detail. The proprietaryfund financial statementsprovideseparate informationfor the Water and
Sewer funds, which are considered to be major funds of the City. Data from other proprietary funds are
combined into a single,aggregatedpresentation. Individualfund data for each of these nonmajor business-type
funds is provided in the form of combiningstatements elsewhere in this report Internal service funds are
combined into a single, aggregated presentationin the proprietary fund financial statements. Individual fund
data for the internalservicefundsis providedin the form of combiningstatementselsewhere inthis report.

The basic proprietaryfundfinancialstatementscan be foundbeginningon page 22 of thisreport.

Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside the government.
Fiduciary funds are not reflectedin the government-widefinancial statement because the resourcesof those
fundsare not availableto supportthe City's programs. The accountingused for fiduciary funds is much like that
used for proprietaryfunds.

The basic fiduciaryfund financialstatementscan be foundbeginningon page 25 of thisreport

Notes to the Financial Statements

The notes provide additional informationthat is essentialto a full understandingof the data providedin the
government-wideand fund financialstatements. The notes to the financialstatements can be found beginning
on page 27 of this report.

Other Information

In additionto the basic financialstatementsand accompanyingnotes, thisreport also presents certainrequired
supplementary informationconcerningthe City's progressin funding itsobligationto providepension benefitsto
itsemployees. Requiredsupplementaryinformationcan befoundbeginningon page 28 of thisreport.

The combining statements referred to earlier in connection with nonmajor governmental funds, nonmajor
businesstype funds,and internalservicefunds are presentedimmediatelyfollowingthe required supplementary
informationon pensions. Combiningand individualfund statements and schedules can be found beginningon
page 29 of thisreport.



GOVERNMENT-WIDE .FINANCIAL ANALYSIS

Since this is the first year of implementingand presentinggovernment-widefinancial reporting, prior year
comparisonswill begin next fiscal year. For the currentfiscal year, amountswill be presentedfor fiscal year
2002.

As notedeadier, net assets may serve over time as a useful indicatorof a government'sfinancialposition. In
the case of the City,assets exceeded liabilitiesby $6,844,559,000 at the close of fiscalyear 2002.

The largestportionof the City'snet assets (81%) reflectsits investmentin capital assets (e.g., land, structures
and improvements, equipment, distribution and collections systems, infrastructure,and construction-in-
progress), less any outstandingdebt used to acquire these assets. The City uses these capital assets to
provideservices to citizens;consequently,these assets are not available for future spending. Althoughthe
City's investment in its capital assets is reported net of related debt, it should be noted that the resources
needed to repay this debt must be provided from other sourG_s,since the capital assets themselves cannotbe
usedto liquidatethese liabilities.

CITY OF SAN DIEGO'S NIETASSETS
(In Thousands]

Total

Governmental Business-Type Primary
AclJvities Activities Government

2002 2002 2002

Current andother assets $ 1386,733 $ 878,257 $ 2,264,990
CapitalAssets 4,118,023 3,754,342 7,872,365

Total Assets 5,504,756 4,632,599 10,137,355

Currentand otherliabilities 278,145 140,483 418,628
Long-termdebt outstanding 1,342,245 1,531,923 2,874,168

Total Liabilities 1,,$20,390 1,672,406 3,292,796

Net Assets:

InvestedinCapital Assets, Net of Related Debt 3,:298,213 2,253,022 5,551,235
Restricted 99,497 3,681 103,178
Unrestricted 486,656 703,490 1,190,146

Total Net Assets $ 3,1_84,3.66 $ 2,960,193 $ 6,844,559

Two percentof the City's total net assets representsresourcesthat are subjectto externalrestrictionson how
they may be used.

Governmental Activities

Governmentalactivitiesincreasedthe City's netassets by$194,298,000 therebyaccountingfor 57% of the total
growthinthe net assets of the Cityduringfiscalyear 2002.

Business-Type Activities

Business-typeactivitiesincreasedthe City'snet assetsby $147,079,000 therebyaccountingfor 43% of the total
growthinthe net assets of theCity duringfiscal year 2002.
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CITY OF SAN DIEGO'S CHANGES IN NET ASSETS
(In Thousands)

Governmental Business-type Total Primary
Activities Activities Government

2002 20O2 2002
Revenues:

ProgramRevenues
Chargesfor Current Services $ 181.729 $ 645,353 $ 827,082
OperatingGrants andContributions 100,955 5,981 106,936
CapitalGrants andContributions 199,258 124,842 324,100

General Revenues

PropertyTaxes 223.100 - 223,100
Sales Taxes 221,383 - 221,383
FranchiseTaxes 56,239 - 56,239
Other Local Taxes 146,125 - 146,125
Grants and ContributionsnotRestrictedto

SpecificPrograms 93,639 93,639
Revenue from Use of Moneyand Property 88,133 34,918 123,051
Other 42,619 1,809 44,428

Total Revenues 1,353,180 812,903 2,166,083

Expenses:
General Governmentand Support 192,948 192,948
PublicSafety-Police 292,385 292,385
PublicSafety-Fire and LifeSafety 134.869 134,869
Parks, Recreation, Cultureand Leisure 191,993 191,993
Transportation 155,688 155,688
Sanitationand Health 57,111 57,111
NeighborhoodServices 72,501 72,501
Intereston Long-Term Debt 56,4,93 56,493
Airports 3,077 3,077
City Store 731 731
Development Services 46,595 46,595
Environmental Services 32,467 32,467
Golf Course 5,781 5,781
Recycling 16,089 16,089
Sewer Utility 255,967 255,967
Water Utility 243,283 243,283
San DiegoData ProcessingCorporation 57,893 57,893

Total Expenses 1,153,988 661,883 1,815,871,

Increase in Net Assets Before Transfers: 199,192 , , 151,020 350,212

Transfers 3,941 (3,941)
Payments to Component Units (8,835) - (8,835)

Change in Net Assets 194,298 147,079 341,377

Net Assets- July 1, 2001 3,690,068 2,813,114 61503,182
Net Assets- June 30, 2002 $ 3,884,366 $ 2,960,193 $ 6,844,559
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FINANCIAL ANALYSIS OF THE GOVERNMENT'S FUNDS

As notedearlier, the Cityuses fund accountingto ensureand demonstratecompliancewithfinance-relatedlegal
requirements.

Governmental Funds

The focus of the City's governmental funds is to provide informationon near-term inflows, outflows, and
balancesof spendableresources. Such informationis useful in assessingthe City'sfinancingrequirements. In
particular,unreservedfund balance may serve as a usefulmeasure of a government'snet resourcesavailable
for spendingat the endof the fiscalyear.

As of the end of currentfiscal year, the City's governmentalfimds reportedcombined endingfund balancesof
$1,134,618,000 an increase of $256,506,000 from the prior year. This increase is primarilyattributed to
proceedsfrom twolease revenuebond issuancesby PublicFacilitiesand FinancingAuthorityfor constructionof
a ballparkprojectand for improvementand constructionof fire and lifeguardfacilities. Approximatelyhalf of the
combined fund equity,$533,346,000, constitutes unreservedfund balance, which is available for spendingat
the government'sdiscretion. The remainder of fund balance is reserved to indicate that it is not available for
new spending because it has already been committed (1) tcJliquidate contracts and purchase orders of the
period,(2) to pay debtservice, (3) to generate income to pay lor the perpetualcare of the variousprograms,or
(4) for a varietyof otherpurposes.

The General Fund is the chief operating fund of the City. At the end of fiscal year 2002, undesignatedfund
balance of the General Fund was $40,761,000 while total fund balance was $70,003,000. This represents a
decrease from Fiscalyear 2001 undesignatedfund balance ol=$10,399,000. Fiscal year 2001 was the highest
undesignatedfundbalance inthe historyof the City. Undesignatedfundbalance represents6% of totalGeneral
Fundexpenditures,while total fund balance represents10% of that same amount.

Proprietary Funds

The City's proprietaryfund statements provide the same type of informationfound in the government-wide
financialstatements, but in more detail.

As of the end of the current fiscal year unrestricted net assets of the Sewer and Water Utility Funds are
$366,686,000 and $273,734,000 respectively, with net assets increases of $108,040,000 and $29,760,000
respectively. These increases are primarilyattributedto capital contributionsreceived from developersfor the
installationof water andsewer mains.

GENERAL FUND BUDGETARY HIGHLIGHTS

The differencebetweenthe original budget and the final bud_;etwere a $2,666,000 increase in appropriations
and is attributedto the following:

• $2,280,000 increase in departmental appropriationsfor Worker's Compensation rate increases required
primarilyto escalatingmedicalcosts.

• $169,000 increase to expand employee fingerprintingand background investigationsin effort to enhance
securityinthe aftermathof September 11, 2001.

• $67,000 increase to fund the TransportationAlternatives Program expenses due to increasesin the City's
subsidyof employeetransportationcosts.

• $150,000 increasefor repairs of the chillersystem atthe CityAdministrationBuilding.



This overall increase in departmental appropriationswas funded from revenues above estimates, thus
eliminatingthe need to draw upon existingfund balance.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

The City elected to early implement the infrastructureportionof GASB Statement No. 34, which requires all
major infrastructureassets (suchas streets, signals,bridges,and drains) acquiredor improved subsequentto
July 1, 1980 to be capitalized by the City in the new government-wide statements. Historically, only
infrastructureassets of proprietaryfundshave been reportedanddepredated in the financialstatements. While
capital assets of both governmental and proprietaryfunds are capitalized at the government-wide level, only
proprietaryassets are reportedat the fund level. Governmentalfundswillcontinueto be reported on a modified
accrual basis at the fund level. Differences between the fund and government-wide statements reporting for
these governmental assets will be explained in both the reconciliationand the accompanying notes to the
financial statements.

The City's investment in capital assets (includinginfrastructure)for governmental and business-typeactivities
for the year ended June 30, 2002 amounts to $7,872,365,000 (net of accumulated depreciation). The total
increase in the City's investment in Capital Assets for the current fiscal year is 6.6% (a 5% increase for
govemmentalactivitiesand an 8% increasefor business-typeactivities).

CITYOFSANDIEGO'SCAPITALASSETS
(NetofDepreciation)
(inThousands)

Govemrr_al Business-type Total
Activities Activit_s PrimaryGovernment

2002 2001* 2002 2001 * 2002 2001 *

Land,Easements,
RightsofWay $ 1,560,954 $ 1,529,452 $ 73,395 $ 71,937 $ 1,634,349 $ 1,601,389

Structuresand

Improvments 543,684 409,841 5"73,887 579,947 1,117,571 989,788

Equipment 146,322 130,354 71,966 69,636 218,288 199,990

Disthbutionand

CollectionSystems - - 1,176,576 1,130,801 1,176,576 1,130,801

Infrastructure 1,260,014 1,275,284 - 1,260,014 1,275,284

Construction-in-

Progress 607,049 576,584 1,858,518 1,608,768 2,465,567 2,185,352

Total $ 4,118,023 .$ 3,921,515 $ 3,754,342 _ 3,461,089 $ 7,872,365 $ 7,382,604

• As Restated
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Highlights of Fiscal Year 2002 Capital Improvement Activities

GovernmentalActivities

• In September 2001, the $212 millionexpansion of the San Diego Convention Center was opened for
business. Conventionofficialshave secured commitments from conventionsand trade shows to come to
the expanded facilitythrough2022. With this expansion the Convention Center now ranks as the 20m
largestconventioncenter inNorthAmericawithapproximately2.6 milliontotal grosssquare feet.

• In October 2001, Fire Station#37 in the Miramar Ranch Northand Scripps Miramar Ranch communities
was opened for business. This $2.4 millionprojectprovidesan 8,400 squarefoot, three bay apparatus,ten-
personfire stationto replace the temporarystationat the same site.

• In May 2002, the Central Animal Shelter was opened for business. This $9 million project replaced the
existinganimal shelterwith a larger, approximately38,000 square foot, modem, state-of-the-art facility to
meet the long-termneedsof shelteringSan Diego's homelessanimals.

• Constructionwas completed in FY 2002 for $5 millionof improvementsat Qualcomm Stadium to upgrade
seatingand access to complywith the AmericanwithDisabilitiesAct (ADA) requirementsand Title 24 of the
CaliforniaCode of Regulations.

• Constructionconcluded,on target and budget,for the Mission Valley Branch Library project. This project
providesfor a 19,700 squarefootbranchlibraryon Rio SaC,Diego Drive at Fenton Parkway, on a 2 acre Site
inthe MissionValleyCommunityPlan area. The City's FY 2002 capitalexpendituresfor the MissionValley
Librarywere $4.6 million. The Libraryhelditsgrandopeni_Jgon July20, 2002.

• Constructioncontinues,on target and budget,for the Ballpark Project. The Ballpark Projectconsistsof the
Ballpark Facility, the acquisition of certain land for the; Facility, and other related land acquisitions,
improvementsand infrastructure. The City's FY 2002 capital expendituresfor the Ballpark Projectwere
$32 million. Completionisscheduledfor Opening Day 2004.

• Constructioncontinues,ahead of schedule, on the SR-56 Transportationimprovementproject. SR-56 will
be the only east-west freeway in the 25-mile gap betweert SR-78 and SR-52 in North San Diego County.
The City'sFY 2002 capital expendituresfor the SR-56 projectwere $43.4 million. Completionis scheduled
for F'Y2004.

Business-typeActivities

• Water: Constructionon the $21.5 millionBlackMountain Road Pipelinebegan duringfiscal year 2002. The
5.0-mile pipeline will increase water transmissioncapacity for the Miramar Water Treatment Plant to the
northernpart of the City,and provideneeded system cap_city to satisfy current and future demands. The
City's FY 2002 capital expendituresfor the BlackMountain Road Pipelinewere $6.4 million. Completionis
scheduledfor FY 2003.

• Metropolitan Wastewater: Constructioncontinued on the restorationand replacement of sewer pipelines
and pump stationsof the municipalwastewater system with expendituresof $60 millionduringfiscal year
2002.

Highlights of approved Fiscal Year 2003 Capital Improvement Projects Budget (ClP)

The annual approved Capital improvemeots Budget for Fiscal year 2003 is $411.4 million. Water and
MetropolitanWastewater projects comprise over 48.8% of the total CIP Budget. Funding for governmental
projects include TransNet funds, Facilities Benefit Assessments, Developer Impact Fees, Developer
Contributions,Federal, State, local,and privatecontributions. Highlightsof the key budgetsby departmentare
as follows:
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GovernmentalActivities

• Transportation:$91.0 million. Key projectsinclude:highwaybridge repair/replacementfor the North Torrey
Pines Road and West Mission Bay Drive Bridges;constructionof and improvementsalong Camino Ruiz,
JudicialDrive, and Miramar Road; and Interstate51StateRoute56 North freewayconnectors.

• Library: $35.0 million. Key projects include: the San Ysidro, Logan Heights, La Jolta/Riford,College
Heights/Rolando,Ocean Beach,and SkylineHillsBranchIL.ibraries.

• Park and Recreation: $25.3 million. Key projectsinclude:the Camino Ruiz, Torrey Highlands,Ocean View
Hills, Del Mar Mesa, and Dennery Ranch NeighborhoodParks; Winter'woodLane Community Park and
Recreation Buildingand Pool;Mid-City parklandacquisition;and Balboa Park ParkingStructure.

• Fire and LifeSafety Services: $16.3 million. Key projectsinclude: Fire Station#46 serving Black Mountain
Ranch/TorreyHighlandsand Fire Station#6 servingthe Otay Mesa/Nestor communities.

• Special Projects: $10.6 million. Key projectsconsistof the Ballparkand New MainLibrary.

Business-typeActivities

• Water:. $62.5 millionfor the FY 2003 Water DepartmentCIP budget plus an additional $26.1 millionfor
projectsphase funded in previousyears. Projectsincludethe Alvarado Water Treatment Plant, including
the Earl Thomas Reservoir, the upgrade and expansionof the Miramar Water Treatment Plant, and
replacingwater mainscitywide. These improvementswillallowthe Water Departmentto continueto supply
San Diegans with a reliable source of safe, clean water, meeting the requirements of the 1996 Safe
DrinkingWater Act.

• MetropolitanWastewater: $137.4 millionto continuethe $2.5 billionupgrade of the City's metropolitanand
municipalwastewater system. This includes the Wet Weather Storage Facility, Pipeline Rehabilitation,
Phase 1 of the North City Water ReclamationPlant PermanentDemineralizationFacility, the Otay Mesa
Trunk Sewer, pump stationrestorationsand the continuedreplacementof sewer mains and upgrades to the
sewer infrastructure.

Long-Term Debt

At the end of the current fiscal year, the City had total debt outstandingof $2,874,168,000. Of this amount,
$58,095,000 is comprised of debt backed by the full faith and credit of the governmentand $125,955,000 is
special assessment debt for which the government is liable in the event of default by the property owners
subject to the assessment. The remainder of the City's debt represents bonds secured solely by specified
revenue sources (i.e., revenue bonds), tax allocationbonds,contracts payable, notes payable, loans, capital
lease obligations,net pensionobligation,liabilityclaims,accruedannual leave, and a bank line-of-credit.
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CITYOF SANDIEGO'SOUTSTANDINGDEBT
(InThousands)

Governmental E_Jsines_type Total
Aclivities Activities PrimaryGovernment

2002 2001 2002 2001 2002 2001
GeneralObligation

Bonds $ 58,095 $ 63,595 $ - $ - $ 58,095 $ 63,595

RevenueBonds/

COP's 609,235 434,365 1,433,,_x5 1,463,290 2,042,700 1,897,655

SpeciaJAssessment/
MeJloRoosBonds
with Govemmenl;al

Corr_trnent 125,955 128,545 - 125,955 128,545

TaxAllocationBonds 275,471 222,751 - 275,471 2.22,751

ContractsPayable 3,597 3,848 - - 3,597 3,848

NotesPayable 15,521 15,547 - - 15,521 15,547

LoansPayable 3,250 3,250 59,842 60,222 63,092 63,472

See'don108Loans 25,005 26,865 - 25,005 26,865

Ca_talLease
Obligations 38,345 35,130 7,612 7,043 45,957 42,173

Pension

Obligation 33,048 26,211 6,£_32 4,697 39,130 30,908

LiabilityClaims 98,061 82,329 5,173 7,045 103,234 89,374

AccruedAnnual

Leave 56,662 52,126 15,805 14,323 72,467 66,449

BankLine-of-Credit - 3,944 4,169 3,944 4,169

Total $1,342,245 $1,094,562 $1,531,9.2.3 $1,560,789 ,_2,874,168 $ 2,655,351

• In December 2001, the City issued $58,425,000 of tax allocation bonds to finance various redevelopment
activities.

• tn February 2002, the City issued $169,685,000 of lease revenue bonds to finance a portion of the cost of
building a state-of-the-art baseball park as part of a larger urban revitalization project to be located in the
East Villageneighborhoodof downtownSan Diego.

• In June 2002, the City issued $25,070,000 of lease revenue bonds for constructionand improvement
projectsfor fire and lifeguardfacilitiesthroughoutthe City ;3ndto acquire land for the future constructionof
facilities. This is the firstof twoseries of bond issuancese>:pectedto occuras part of the project plan.
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The City has an AAA rating from Fitch IBCA, an Aal rating iTomMoody's InvestorsService, and an AA rating
from Standard& Poor'son general obligationbond issues.

Section 90 of the City Charter providesthat the bonded indebtednessfor the development,conservationand
furnishingsof water shall not exceed 15% of the last precedingassessed valuation of all real and personal
property of the City subject to direct taxation, and that the bonded indebtedness for other municipal
improvements shall not exceed 10% of such valuation. The current debt limitations for water and other
purposesfor the City are $3,759,515 and$2,506,343 respectively,whichare significantlyin excess of the City's
current outstandinggeneral obligationdebt.

It has been the City'spractice, as providedfor in Section90.1 of the CityCharter, to issue revenuebonds for the
purpose of constructingwater facilities. Per Section 90.1, revenue bondsdo not constitutean indebtednessof
the City, but an obligation payable from the revenues received by the utility. Section 90.2 authorizes the
issuanceof Revenue Bondsfor the purposeof constructingimprovementsto the City'ssewer system.

Additional informationon the City's long-termdebt can be found in the accompanying notes to the financial
statements.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The Annual Fiscal Year 2003 Budget incorporatesthe vision and prioritiesexpressed by the Mayor and City
Council. The Mayor'sTen Goals reaffirmedat the State of the City addressheld on January7, 2002 include:

1. Establishan ethicscommission(establishedinfiscalyear 2002)
2. Reduce trafficcongestion
3. Create neighborhoodswe can be proudof
4. Clean up our beachesand bays
5. Restructureregionalgovernment/constructan airport
6. Complete the ballpark
7. Builda librarysystem
8. Make San Diego America's safest City
9. Pursue energy independence
10. Complete Multiple Species Conservation Program open space acquisition

In addition, the development of the Annual Fiscal Year 2003 Budget took into consideration the priorities of each
Council Member. Additional input for the Annual Fiscal year 2003 Budget was provided by the Mayor and City
Council at Budget Workshops. Citizen input is provided through continuous departmental customer surveys and
Community Budget Forums where the City manager and Council Members discuss the budget with various
community groups. Based on the variety of input received, the following priorities were identified in the fiscal
year 2003 budget:

• Public Safety
• Neighborhood Services
• Protection and Enhancement of the Environment

The Annual fiscal year 2003 Budget reflects the City's negotiated outcomes with those of the four collective
bargaining units representing City workers. The Police Office(s Association did not reach an agreement, so the
Mayor and City Council implemented a one-year compensation package. Labor negotiations resulted in
compensation and benefit increases of an average of 3.75% over the next three years. Salaries and Benefits
account for approximately 75.6% of the total General Fund budget and 19.5% of the Non-General Funds in
fiscal year 2003.
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In consideringthe City Budgetfor Fiscal year 2003, the Mayor, CityCounciland Management used the following
key assumptionsin revenueforecasting:

• Propertytax revenue"willincrease9% dueto an estimatedrise in assessed propertyvaluations.

• Sales tax revenuewillincreaseby4% dueto anticipatedeconomicgrowthin the retail base.

• TransientOccupancyTax revenuewillincreaseby6% dueto anticipatedtourismgrowthand constructionof
new hotels.

• MotorVehicle LicensesFees will increaseby 4% due to inc:reasedvehicle registrationfrom auto sales and
financingincentives.

The unappropriatedGeneral Fund reserve totals $21.4 million at the beginning of fiscal year 2003, an 11%
increase over fiscal year 2002. The unappropriatedreserve was established to fund major General Fund
emergencies. A secondaryoffset is that it assists in maintaininga favorable bond rating. The Mayor and City
Council have adopted a new Council Policy,which includesthe goal of increasingthis reserve to 5% of total
General Fund revenuesbyFiscalyear 2014.

During fiscal year 2002, undesignatedfund balance in the General Fund increased to $40.8 million. The City
appropriated$19.4 millionof this amount for spendingin the 2003 Fiscalyear budget.

Super BowlXXXVII will be held in San Diegoin January2003. The anticipatedeconomic impactsand increase
to service levelsrelatedto hostingthisevent havebeen incorporatedinthe 2003 fiscal year budget.

In October 2002, the City issued$286,945,000 of lease revenue bondsto finance the upgradeand expansionof
itswater system, consistentwith the Water StrategicPlan. Counciladopted a water rate increase of 6% per
year for five years, beginningin fiscalyear 2003, to financethe I:,ondissuance.

REQUESTS FOR INFORMATION

This financialreport is designedto providea general overviewol_the City's finances for all thosewithan interest
in the government's finances. Questions concerningany of the;informationprovided in this reportor requests
for additionalfinancial informationshould be addressed to the Office of the City Auditor & Comptroller,202 C
Street, City of San Diego, California 92101 or e-mailed to the City Auditor and Comptroller at
auditor@sandicgo.gov.This financialreportis also availableon the City'swebsite at www.sandie_o.gov,under the
Auditorand Comptrollerdepartment.
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STATEMENT OF NET ASSETS

June 30, 2002

{In Thought)

0,m_rnm_l _- Yylm Gmw_'_on .Cenlsr 8m DiogoH_lnll Seeking._
_ T_I C_lxm_(m r..zmm_don LLC

ASSETS

Cm_hor Eclu,ilyinPo_.ml_ e_._im_m_ua ................................................... _ 702.3t3 $ ,l_.eS._ $ 1.30e.g'_ S 3.8$7 S 2.1,1 $

I/'t_'llll_ll¢_ m Fair Viil_l ............................................................ 352,611 3_.8_1 25.2(_

Acc_rlt.Ii• I_lt .................................................. 5_.?'03 _.1_- _ 1_0._ 3.172 1.0_4 4.4_3
C:1_._- Ne_.................................................................. 170 170
_i_coj_ni ............................................................ 404 404
•_'_-ml/,m_m_ - Nm ............................................................................ 1.1_1 1._4

NM_ .............. .......................... 2g.1_ 2'9.195 77.974
Inte/e_ll............................................................................................. 5._2g 3.713 9.842 B..l_0

Gr_l ........................................................................... _.,_3 7.576 40.t;'9
F'_rn F_u¢i_'yFun_ .......................................................................... "/'S._4 75.564

From_/_em:i_ ...................................................................................... 1.B';'0 1._ 1_ 4,838
Aclv_c4__ Fd_._imyFund_..................................................................... 1.321 _ 1.1'7_
A_von¢_.to Ot_w A0_d_l ................................................................................. 5.711 5.7tl

mv_r_orkmof W_@ltin_ .......................................................................... 31,04_" 31.047

_ _ _ ........................................................... 81.574 81.5T4

P_III_ill _ _ ]rtll_/'l_ IUk_l,_ _ ..................................................... 2.236 1.24;, 3,48_ 745 _1

ce_h_ E_uilyinP_led C_ =r_ Inve_lmen_.

_ .......................................................... 5.644 5,6¢4
Glul_ot E_u_ in F_x_ed_nh Ind Invee_nen_.

In_l/_l_0_1_ Func_................................................................ 7_450 72.450 3.042 "/_I
"_lh Ol.i_l_km_:_-_,__ .................................................................. 47 47

_ ................................................................................................. 20.731 21L7"31

C._Wl _. _ ................................................................................ 1.050.020 1.822..12g 3.7"/2.449 'P_.07B 34,_
Cl_l_ _. Non-_llde ............................................................... 2.168.003 1.931,_13 4.0_9.916 50.794

"rOTAL.l_qE-rs ............................................................... 5.504.756 4.332.5_ ....... '_o..t3-;'.3_ 29.397 203.249 _._4

UABIUTII_.

A_COUn_Pm_ ................................................................................................. 28.440 59.05_ M._ 872 2.260 518

_ Lbi_ ........................................................ 189 2,813 3.00_ 1.746 1.5g0
I_ r_,in_ ...................................................................................................... 89,913 5,173 _._

I rllMe_ Ag_uellOnLOhD-T¢_nOe_ .................................................................. 18,_1 I$,{)_I 3315_.

D_I I_ ,T_mnk_ _ CommJ_i_ ........................................................ 267 267

Due IoOIler AOen_ee.................................................................................... 380 3,2_0 3.620 340 2._.._3
_ ......................................................... 112,7_7 32,0_g 144.7_ 616 29

_naly Trd_ _ ........................................................................................ 7.973 7.g73

CelN_IL_te O_m, .................................................................................. 27.662 6.2_ 33.1194

C.onl_ _'_ I_le411%1_1_....................................................... _.G4_. -- 63.71_ 154.T_ 7.S00 8.127

TOTAL_ ....................................................................... _,.620,390 1,6"72._ 3,2E_.7_6 17,8_t 15.110 3.071

NE'T_

Inve_e_m_ _ netc/_ _ ............................................ 3.2g_.213 2.2S_ 5.S5%2_5 3.478 7T,$_

_ ........ - ......... 87.22t 3,681 gO.g02
Er_x_vm_n_

L.J_¢_AKI ......................................................................................... 4_:_1_ "710_,4_. 1,11_10.1_ 110.".,_4 "_,253

TOTALt_'r A_$E'Ir$ .................................................................... _ 3,384,386 $ 2.1_0.193 $ 6.844.5_9 $ _t1.546 $ 1_,139 S 2.273
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STATEMENT OF ACTNITIES

Year Ended June 30, 2002

(In Thousands)

Pro_r_n Rsvm_ss

Clw_e _" _ Gram _ Grm_

F.zlxm_ Sack:is Imd ¢ mm/butkms a,d C_mu_
Primary Gowmmtrrc

Gown'me nlu_A_h.W4_

GeneralGowmmtemand S_ ...................................................................................... $ 192.948 $ 75.317 $ _.3M $ 721
Pc_bE¢Safety - pOE4_...................................................................................................... 292.385 20.074 24.180 $23

P_ai_,S41fIW- Fieeand L_e_ ..................................................................................... 134,889 18,240 1,837 128

Pad_l,Recnla_n. Cultureand Lemunl............................................................................... 19t,_ 10,357 31,521 _7.301
Tmnspo_on ............................................................................................................... 15._.688 36.T97 2.250 95.291

Sanilado_endH4m_ ...................................................................................................... $7.111 8.489 1,020 194

Nei_b_._d _s ................................................................................................... 72.50_ 12.4_ 20,0_ 3.544

Inl_rll_ on Lor_Teml D_t .............................................................................................. _ _4_3 . ti7_3 111_4_

TOTAL GOVERNMENTALAGTIVCnES........................................................... 1,153,ge8 18%729 100.9S5 199.258

Buslml4_Type AcdvJtle4:
AL_rt_ ........................................................................................................................ 3.077 3.585 9C3 108

C_yStor_ .................................................................................................................... 731 74';

Develmornen_Si_r._ .................................................................................................... 4B,S_a 44,838

G_fGotmm .................................................................................................................. 5,7B1 7.442 2._08

R_cv_rv_ .................................................................................................................... 18,08_ 17,563

•_U_I_I,_ ................................................................................................................ 255._1_T 266._J2 -(..432 83.741

_IR_r U_MV................................................................................................................ 243,283 221.974 538 38,82S

San Dk_o Da_ Pro_e_ Comu,atlo_ .............................................................................. ST.e_3 . S8_3_

TOTAL BUSlNF_TYI_ ACTNITIES .............................................................. 661,883 645,353 _._el 124J42

TOTAL PRIMARYGOVERNMENT .............................................................. _; 1.815.871 $ 827.062 $ _1_.936 $ 324.100

Camponem t_i_:

San _ Com._m_ CenterC0monr_n .............................................................................. $ 30.894 $ 24.7_2 $ 823 $

S_n Ok_o Medical.Se_,vk_lEnten_4_, LLC.......................................................................... -- 35233. 2_*r0_5

TOTALCOMPOIN_ UN_T_........................................................................... $ 1715,637 $ 71.771 $ 823 $ _0_,502

Pm_ertvTua_ .......................................................................................................
SekssTaxes ..........................................................................................................

Frlnc_i_e TIr_M .................................................................................................

Devek_4_Ccnu_e.x)nsand Feel .................................................................................

Re_mu4 fromUse _ Money_ Pm_er_ ......................................................................

Mim_a_r,_ou_l...........................................................................................................

Plm.menl Fund C_mbibut_n_............................................................................................

O_n from i_ .................................................................................................

T_m ......................................................................................................................

_nt t_ San I)i_go_rMIf_o n_ _t_n .............................................................

_ll_ntr_ _oS4mI:_o Medi_l S4m/k:_ E_. LLC........................................................

TOTALGEIIERAL REVENUE_ AND TRANSFERS ........................................................

CHANGEIN NET _ ...........................................................................................

NET A_RLrT$A'_END Of YEAR ......................................................................................
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_a_ _ _u_
S..n_

Aim A_ T_ __ C_ Em_ _C

$ (I0;'.524) $ $ (1_._4} S $ $

(I_4.e4s4) (114,ee4}

{_814) (62.814}

{21,3S0) _'_._:0)

(47,4o8) (4;,,,zo6)

_27,_) (27A_)

7"79 779

10 10

(I,_7} (I.s;57)

2,720 2,720

3.769 3._9

.474 1,474

88.938 88.938

18.054 18.Q64

506 5_6

114._ 114_ .

s $ $ $ (5.2_) $ $

7,8a6

(13a)

_3.1_ _3,1_

221.383 _I._

S_,239 $8,_9

146.125 14_.125

37.2_ 37_

88,133 34+g18 123._1 2.92_

(1,8_) _I} {1.897)

_1o 110
500 500

3;;)4_ (3.94_)

5.9_Z 2.225

(s.Qa2) (s.ge2}

(2.22_) (2._}

_._ 32,786 _.1_ 5._ 5.1_ _8

1_4.2_N_ 147,079 341,377 _ 13,032 490

3_6_:_B 2r813_114 6_tl_t'> -- 10_ 175,107 1.783

S 3,B84,3_6 $ 2,960.'_3 $ (S.844.5_0 $ _I.S4_ $ 188.139 $ 2.273
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GOVERNMENTAL FUNDS
BALAI_E SHEET

June 30, 2002

(in _saads)

Other TOUl
Govenmlmlt_ Gawrm,_z_dal

C;eneral Ftmd F_Ids Fum_

ASSETS

CIh or E_ in l:_:4ed CNh and Im.atments .................................................................................................. $ 34,245 $ 605,232 $ 639,477

Caeh _ C,,modm-,Fl_:d _ .......................................................................................................................... 26,128 26,128
.M.FM V4kJe ....................................................................................................................................... 3.52.6"11 352.611

T.vo_e. I_l ..................................................................................................................................................... 44,277 8,726 $3.003

Acoour£s- Net .............................................................................................................................................. 42.129 8.887 50,906

Ct_ms . Na ..................................................................................................................................................... 48 111 "159

Sped_-Net .............................................................................................................................. 1.984 1.964

No,w, ............................................................................................................................................................. 29,1_ 2'9.195

Acc_mdInte_l_ ............................................................................................................................................. 1,810 4,085 5,895
Gnm_ ............................................................................................................................................................. _2,003 32,e03

FromF_C_,"y FW_ .................................................................................................................... 75,564 75,564
FromOther Funds ........................................................................................................................................ 583 20,0ge 21,281

From O_nar A_ndea ..................................................................................................................................... 88 1.e02 1.670
K) Ob%etF undl .................................................................................................................................... 12.5"r7 14.100 26.677

#,dvmo_toOtt_Agtm:_ .................................................................................................................................. 35O 5.361 5.71_
Land_ foeRem_ .......................................................................................................................................... 81 .b-'74 81.574

prw_l_d_ _ _enti Ind _ ....................................................................................................... 74 lr541 1.615

TOTAL ASSETS $ 211,806 $ 1.194.458 $ 1,406,123

I.UdaaJTIES

Aoooura Pay_b_ .................................................................................................................................................. $ 3.T39 $ 18.182 $ 21,921

W_e _d 8eneff_ ................................................................................................................................. 27,547 1.(ml 29.2O8
OrerAoonw_t_z_t_e_ ........................................................................................................................................ 1_ 18_

Mabaw_Bords. N_t_ar,_tnm,'_ ......................................................................................................... 3 3
Dueto OUlerFurOr ............................................................................................................................................... 22.572 22,572

D_ _oCon_ Un_......................................................................................................................................... 906 gO_
D_ _ Orh_ .,_;_r_J,_ ........................................................................................................................................... _ 360

D_nred _ ................................................................................................................................................. 37,378 75,381 112.757

Adv'_loM _'ornO0"_erFur_s ................................................................................................................................. 2,6'16 2,616

Sunny Tn_l _ ........................................................................................................................................... 7.973 7.973

TOTAL UABILR'E$ .................................................................................................................. 141,662 129,843 271,505

FUND EQUITY:

Fund8_-,(:os:

R_m4rvedfo_Lamd_ for _ ................................................................................................................. 81,574 81.574

foxE_ .......................................................................................................................... 13.431 261.181 274.812

P.emmmd_r Ad_no_m _ Depodm ..................................................................................................... 12,867 13,787 26,654
_r Pem,.a_'le_E_'O_r-,er_ ...................................................................................................... 12,276 12,276

fo.rD_o_ _ .................................................................................................................... 20_,158 206,1S6

Ur,reeerw_

_hl_d 'i_ U_ _ ........................................................................................................ 1,176 6.478 7,554

Oe_me_ f_r .Sub_q,_ Yeera"E.xmmd_'or_.................................................................................. 1,7_ 238,400 238,1e_

_,_ .................................................................................................................................... -- 40,781 248_763 287.S,?A

TOTAL IrU_O EQU_r'r_..................................................................................................... -- 70.003 1,064,615 1,134.618

TOTAL L_IL.r'r_s AND FUND EQun'Y ...................................................................................... $ 211._6S $ 1.194,4,58

Araout_ _ _r govemmet_ _ in _ S_em_'e ol N_/um_s we dclfem_ i_¢me:

Ca_ _ _d m_ov_nn'_t_ acl_i_N m not flrmr_l rmmJrc4_, ard _tw_-_n_. ,m_no_mpom_ kntt_ fu_'_ls. 4.040.855

W,_ St,_. and Cm/_ Storw to in4i_kml/urm. The mmm a_l t_, of _ _nal Se_ce Fund_ a'_ irol_led in

go_mvmm_ _ _nt_ StaMm_ of N_ .,_e_.. (140)

Lon;pt_,'mlla/_l_, indudin0 bon_ pWa_. a_enot d.e and PeYal_ _ I/_ curr_t I_m0d _ _ _ _ _
the _. (1,2_o.7_7),

Net Amirs ofgov_'_nt_ ac_W_e_ $ 3,884.366

TI_ _ln_ n_ _m)ar_ I_lgral part d me flM_ial wat_'ne_d_
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GOVERNMENTAL _S

STATEMB(T OF RL:VENI_ES, EX]PIE_ ANO CHAIR, ES IN FUND BALANCES

Year Ended June 30, 2002

(In Thousands)

Ottw Total
Govenm_m_ Govemmmt_

G4meral Funds Fundi

REVENUES

Pmpe_ Tmu_s ................................................................................................................................................. $ 169.976 $ 53,124 $ 223.100

Special .e,.ssessmems ...................................................................................................................................... 22.491 22.491

Sales Ta_es ..................................................................................................................................................... 139.197 82,186 221

Ob_er LocadT_S .............................................................................................................................................. 115.418 86.948 202,.364

Lk_nses _ Permits .................................................................................................................................... 22.,062 3,132 25,194

Frees. ForllMums and Pena_lm ................................................................................................................... 24_0 1,604 25,854

Revenue f_ornUse of Money a_d Pn0_rly ..................................................................................................... 34.B_)7 62,516 97213

Revenue from Fe6m_ A_encies ...................................................................................................................... 1.q_1 40.704 42,635

Revenue flora O'O"_t,A_mc_s ......................................................................................................................... 88,027 B3,654 171,(_1

Revenue Eom Prhm_ Sources .......................................................................................................................... 140,841 140.841

Chan3es for Current Senaic_s ......................................................................................................................... 89,936 20.4_ 110,418

Other Revenue ..................................................................................................................................................... 3.291 6.283 9.574

Dis_l_Uon from Patme_ .............................................................................................................. _ 500 500

TOTAL REVENUES .... 6BS.T83 604.465 1.29_248

EXPENDITURES

Current

Generat Government and _ ............................................................................................. 132,312 56.816 189,128

Pu_¢ 5#_ety - F_oe ............................................................................................................. 259.191 29,618 288,809

Pu_c Safety- Fire and Life 5aJety ............................................................................................ 122.942 9.032 131.9'74

Parks, R_, (_ arid Leisure ...................................................................................... 89,442 8_043 174,485

T r'_ras_rta_on ...................................................................................................................... 19,196 72.550 91.746

Sanitation a_d Heart ............................................................................................................. 34.535 2.316 36.851

N_4h_orhoo_ S_t_c_ .......................................................................................................... 28,626 43.461 72,087

C_0it_ FYolec= .................................................................................................................................................. 208.083 208.0_3

De_t Service:

Prlncil_l Ret_ement .............................................................................................................. 1,553 38,27_ 39,831

Interest .............................................................................................................................. 1.157 47.g83 49.140

TOTAL EXPENDITURES ..... 688.954 593.180 1.282.134

EXCESS (DEF_"mNCV) OF REVENUES

OVER EXPENDf'rURES (171) 11,28_ 11.114

OTHER FINANCING SOURCES (USF._)

Transfers from Pto_et_y Funds ..................................................................................................................... 2.40_ 3,357 5,768

Transfers ftl_n Other Funds ............................................................................................................................... 27,551 306,735 334_t_

Trar_ from Compone_ Ur_ .......................................................................................................................... 22 ,550 572

Tmns_._ to _ Funds ............................................................................................................................ (6,6_9) (643) (7,342)

Transfers 1o _ Funds .................................................................................................................................... (32,082) (302.204) (334,286)

Ttl_sfe_ to Com ponerd U_ ......................................................................................................................... (650) (8.757) (9,407)

from Revenue Bon_ ........................................................................................................................... 194.756 lg4,7_

from Tax _ Bonds .................................................................................................................. 58.425 58.425

Pro_e_ f_m Ca_tal Lemes ...................................................................................................... _ 1.9"16 706 2,622

TOTAL OTHER FINANCING SOURCES (USES) - (7,,533.) 252.¢v_3 245,392

NET CHANGE IN FUND BALANCES _._ (7,704) 264.210 256.506

Fu_clBalances at B_linnm¢l of Ye4_, as Reslated .................................................................................................... _ 7_,r707 800.405 . 871_112

FUNO BALANCES AT END OF YEAR _; 70,003 $ 1,064,615 $ 1.134,618

The a_¢onmamying no_s an a_nIntlgrad part o_ the flna_'Jad stamm_nts.
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City of San Diego
Reconciliation of the Statement of Reve,lues, Expenditures, and

Changes in Fund Balances of Govemmental Funds
to the Statement of Activities

Year Ended June 30, :2002
(In Thousands)

Net change in fund balances - total governmentalfunds (page 19) $ 256,506

Governmentalfunds reportcapitaloutlaysas expenditures, i_owever, inthe Statement
of Activitiesthe cost of those assets is allocatedover their,_timated useful livesand

reportedas depreciationexpense. This is the amount by which capital outlays
exceeded depreciation inthe currentperiod. 129,304

The net effectof variousmiscellaneoustransactions involvingcapital assets (ie: donations,
•retirements,and transfers) isto increase net assets. 55,754

The issuanceof long-termdebt (i.e., bonds, leases) provides currentfinancial
resourcesto governmentalfunds, while the repayment of the principalof long-termdebt
consumes the currentfinancialresourcesof governmentalhJnds. Neither transaction,
however,has any effecton netassets. This amountis the net effect of these differences
in the treatmentof long-term debtand related items. (215,972)

Some expenses reported inthe Statement of Activitiesdo not require the use of current_
financial resources(i.e., compensated absenses, liabilityclaims, and net pension
obligation),andtherefore are notaccrued as expenses in governmental funds. (28,061)

Internal Service funds are used by management to charge the costs of activitiessuch as
CentralGarage and Machine Shop, Print Shop, Central Stores, and others to individualfunds.
The net revenue of certain activitiesof internalservice fund_ is reported with governmental
activities. (3,233)

Change innet assets of governmentalactivities(page 16) $ 194,298

The accompanying notes are an integral part of the financial statements.
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GENERAL

CITY OF SAN DIEGO

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL (BUDGETARY BASIS)

Year Ended June 30, 2002

Un Thousands)

V_e with

Final Budget
Positive

Original Budget Final Bu¢_ Actual Amounts (Negative)
REVENUES

Property Taxes ......................................................................................... $ 169,444 $ 169,444 $ 169,976 $ 532

Sales Taxes .............................................................................................. 141,672 141,672 139,197 (2, 475)
Other Local Taxes .................................................................................... 113,054 113,054 115,416 2,362

Ucenses and Permits ................................................................................ 21,397 21.397 2,?.062 665

Fines. Focfeitums and Penalties ................................................................ 30,434 30.434 24,250 (6,184)

Revenue from Use of Money and Property ............................................... 34,071 34,071 35.809 1,738

Revenue from Federal Agencies ............................................................... 850 850 1,931 1,081

Revenue from Other Agencies .................................................................. 77_02 77,202 88,027 10,82..5

Charges for Current Services .................................................................. 83,855 83,855 89,936 6,081
Other Revenue ......................................................................................... 2,.848 2,848 3,291 443

Excess Revenue Appropdated .................................................................. - 2,666 (2,666)

TOTAL REVENUES .................................................................. 674,827 677,493 689,895 12,402

EXPENDITURES

Current_

General Government and Support ................................................ 142.574 142,985 136,394 6,591

Public Safety - Police ................................................................. 266.956 268,370 260,803 7,567

PubUc Safety - Fire and Life Safety ............................................... 123,867 124,435 122,299 2,136
Parks, Recreation, Culture and Leisure ......................................... 95,753 95,881 92,239 3,642

Transportation .......................................................................... 20,220 20,301 20,037 264
Sanitation and Healltt ................................................................. 37,364 37,410 35,849 1,561

Neighborhood Services .............................................................. 31,176 31,194 29,656 1,538
Debt Service:

Principal ................................................................................. 1,553 1,553 1,553
Interest .................................................................................. 3,530 3,530 3,530

TOTAL EXPENDITURES .............................................................. 722_993 725,659 702,360 23,299

EXCESS (DEFICIENCY) OF REVENUES

OVER EXPENDITURES ............................................................ (48,166) (48,166) (12,465) 35,701

OTHER FINANCING SOURCES {USES)

Transfers from Proprietary Funds ............................................................. 2,435 2,435 2,409 (26)
Transfers fronl Other Funds ...................................................................... 40,157 40,157 27,551 (12,606)

Transfers from Component Unit ................................................................ 22 22 22

Transfers to Pmpdetary Funds ................................................................. (6,699) (6,699) (6,699)

Transfers to Other Funds .......................................................................... (32,082) (32,082) (32,082)

Transfers tO Component Unit .................................................................... (650) {650) (550)

TOTAL OTHER FINANCING SOURCES (USES) ................................ 3,183 3,183 (9,449) (12,632)

NET CHANGE IN FUND BALANCE ............................................... [44,g83) (44,983) (21,914) 23,069

Fund Balance Undesignated at July 1, 2001 ................................................. 51,160 51,160 51,160

Reserved for Encumbrances at July 1, 2001 ................................................. 11,151 11.151 11.151

Designated for Subsequent Years' Expenditures at July 1, 2001 ................... 2,132 2.132 2,132

Designated for Subsequent Year,s' Expenditures at June 30, 2002 ................ (1.768) (1,768_

FUND BALANCE UNDESIGNATED AT JUNE 30, 2002 ........................... $ 19,460 $ 19,460 $ 40.761 $ 21,301

The accompanying notes are an integreJ part of the financial statements.
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PROPRIETARY FUNDS
STATEMENT OF NET ASSETS

June 30, 2002

( In Thousands )

Buslnels-T]f,pe Activiit_es- Entefpdse F,,mds

Omef

Sewer Water E_ InUmudService

Utllll___ Funds -- Total -- Funds

ASSETS

Cas_or EquityinF_ole_ Cas_andInves_e_ts ..................................................... $ 325.128 $ 218,724 $ 5_.781 $ 603,633 $ 65,861
withC_._mxlian/FiscalAgent......................................................................... 76 76

Recekral_,_

AccountsoNet................................................................................................. 32.178 38,046 6,428 76,652 2.707
Claims-Net .................................................................................................... 11
_ttl_Dutio_; ........................................................................................... 404
AccruedInlerest ...................................................................................... 2,054 1.305 347 3.706 41
Grants.............................................................................................................. 7.139 52 38.5 7,576
FromOtherFunds.......................................................................................... 1.645 1.645

Advancesto O_er Funds......................................................................................... 19.071 15.664 10.335 45.070 404
Invemo,.iesof Wate¢in Stor_e ................................................................................ 31.047 31.047
Inventories............................................................................................................ 256 347 603 3°787
PrepaidandReImbu_ble ItemsandDe0o_s ........................................................ 1.2.49 1.249 621
Reslncted._ssets:

C.a=hocEqu_ inPoofeclCa_ and

Investments- A_lUtr_onFunds.................................................................... 5.644 5.6_
Gashor Equityin Poo_:lCa:mand

I_ - Interestand_ Funds................................................ 20.525 29.053 22.872 72.4.50
Cash_ CL_odiarl_lS_l_A0ent................................................................... 4.7 47

DefenedCharges.................................................................................................. 20,759 7,972 28.731

CapitaJAssets- Depre<_31e................................................................................ 1,245.122 529.679 46.359 1.821.160 78.637
Ca_a] Assets- Non-Depmcia_ ......................................................................... 1.274_764 __ _1,035 106.114 lr931.913

TOTAL ASSETS............................................................. 2,946,787 1.428.477_ ,255,938 4,631,202 152,473

LIAJBILrl3ES

ACCOunt=PWabie...................................................................................................... 16,932 37.089 4.942 58,963 4,624
Acc_ue_Waoesand8ec.e'_Is................................................................................. 9.789 6.453 9.842 26.084 10.340
OlherAcc_ed Liabili_s......................................................................................... 2.813 2.813
Liab_y C_ims ........................................................................................................ 3.848 1.325 5.173 42.600
M_tureclBonds.NotesandInterestPayable............................................................. 47 47

interestACC_eOonLong-Term_ ........................................................................ 6.631 8.452 15.083 322

Long-Tem'_DebtDueWithinOne Year ..................................................................... 24.000 7.055 1.380 32.435 6.877
DuetoO_er Funds.................................................................................................. 354 354

Dueto OtherAgencies.............................................................................................. 3.237 15 8 3.260
Defer_l Revenue................................................................... 17.658 9.895 4.486 32,039

AdvancesfromO_er Funds..................................................................................... 67.556
Oe_o_sSAOvancesfrom Omem.............................................................................. 5.417 44 5.46"_
Eslirna_l L_dfiU CIo_umand_t_e Ca_ ...................................................... 10.821 10.821
CapitaJLeaseC_i0a_ons........................................................................................... 6.232 6.232 19.570
Net PensionLiab_,_................................................................................................. _ 2,117 1.705 1.900 5.722 1.050
Conl_c_ antiNotesPayable.................................................................................... 59,842 3.944 63,786

BondsPayable.......................................................................................................... 1,031r245 __ 37%16_ 1,402410

TOTAL LIABtLIT]ES...................................................................... 1.175.346 448.571 46.766 1.670._3 152._39

NETASSETS

Ir_l_sd inCa!_t_Assets,NetofRelatedDebt........................................................ 1.404,752 702,494 144,507 2,251,753 52,140
_ forDebt Ser_ce ................................................................. 3 3,678 3.681

Unrestr_teO.......................................................................................................... 3_.686 _ 273 734 64.665 705.085 (52.606)

TOTALNET ASSETS................................................................. $ 1,771.441 $ 979.906 $ 209.172 2.960,519 $ (466)

Adluslmentto_ect _e consoEd_¢ ofin_m_.alse_ce fundac_h#oesrelatedto e_tef_'i_efunds. (326)

Netes_ of business-typeac_ivibes $ 2.960,193

The _ompl_;ng aol_ I_e an integ_ part of me _cllll =tlmmsent_.
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PROPRIETARY FUNDS

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS

Year Ended June 30, 2002

(In Thou_nds)

Bu=Inmm_Tyl_ _- Enmqxam Funds

Oth_

Sewer Water EntlmDcix b_emal Seev_'e

UtlBty Utfltty Funds Total Funds

OPERATING REVENUES

Sale of WSt_" ..................................................................................... $ $ 200,033 $ $ 200,033 $ 59.179

Charges for Sen,ices ........................................................................... 251,647 821 111,169 363,637 45.432
Con_butJons ....................................................................................... 3 3

Revenue fromUse of Property ........................................................... 3,654 3,654

Usage Fees .......................................................................................... 1,304 50.991 .52,29.5 31.7"75

Other ..................................................................................................... _ ...... 5,085 16,162 4.484 25,731 1,354

TOTAL OPERATING REVENUES ......................... 256,732 221,974 166.647 645.353 137.740

OPERATING EXPENSES

Benefitand Cairn Paymonts.................................................................. 54.358

Maintenanceand Operations .............................................................. 142.303 61.813 92.640 296.756 40.396

Cost of Materials Issued ....................................................................... 309 309 28,543
Costof Water"Purchased ...................................................................... 97,312 97,312

Taxes ................................................................................................... 1,181 7,636 8.817

AdminislPatJon...................................................................................... 22.229 50.886 52.200 125.315 17,132

Depm_lJon .......................................................................................... 35.534 12.824 8.899 57.057 10,641

TOTAL OPERATING _S .......................... 200.066 223.816 161,68.4 585.566 151.068

OPERATING INCOME (LOSS) .......................... 56,666 (1,,84,2) 4.963 59,757 (13,328)

NONOPERATU_GREVENUES (EXPENSES)

Earningso_ Investments...................................................................... 18.535 11,883 4,471 34.989 162
Federal Grant Assistance .................................................................... 4.432 23 89 4,544

Othe+Agency Grant Assistmnce........................................................... - 515 922 1,437

Coin (Loss) on _leJR+stinz<nent of Capital Assets ................................ (272) 130 (29) (171) 106

Debt Servk_ Interest Payments ........................................................... {54.028) (18,487) (357) (72.872) (1.085)
CostofIssuanceofLong-Term Debt .................................................. {897) (307) (1,204)

Other ..................................................................................................... 841 6 1.032 1.879 3.184

TOTAL NGNOPERATING REVENUES (EXPENSES) ............. (31,289) (6,237) 6,128 , (31,398) 2.367

INCOME (LOSS) BEFORE CONTRIBUTIONS

AND OPERATING TRANSFERS ............................. 25,377 (8.079) 11,091 28,389 (10,961)

Capita! ContnbulJons............................................................................ 83,741 38.825 2.276 124.842

Transfers In ......................................................................................... 2.184

Transfe_ fromGovernmentalFunds..................................................... 643 643 6.699

Transfem Out ....................................................................................... (110) (45) (49) (204) (1.980)

Tmnsf_ to G_m_ Funds ........................................................ (968) __ <_1) _ .... (4,197) (1,56g)

CHANGE IN NET ASSETS ..................................... 108,040 29,760 11,673 149,473 (5.627)

Net Assets at Beginningof Year, as Restated ........................................... 1.663,401 950,146 197.499 5.161

NET ASSE'rS ATEND OF YEAR ................................ $ 1.771.441 $ 979.906 $ 209.172 $ t466)

Adjustmentto re41ectthe ¢or_olidartionof internalservice fundactivitiesrelatedto enterprisefunds. (2.394)

Change in net assets of business-typeact_bes $ 147.079

The ac¢on',panyh_gnotes am an Int=gnd part of the fimm¢ial _.
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PROPRIETARYFUNDS
STATEMENTOF CASHFLOWS

YearEndedJune30,20G2
(k Thoumm_)

•,.*,,..-T_*_,_, - r.,wp,mFu_.

Sever W_ _ _ Semme

_umy _ F..d, :_,l F._,
CASN FLOWS FROM OPI_tATiNG ACTNlllF_

Reoa_t_ _romCu_onwm _ I.Mem .............................................................................................. S 244).741 S 223,190 $ 164,944 $ e37+8")'5 $ 142,321

Paln,nent,8to Sz_4_Mm..................................................................................................................... (1(_.300) (167.579) (57.137) (327".016) (,82.386)

NET CASH PROVl0F.D BY (_ FOR) OI>B,ZA'nNG ACTMTIES .......... 84.441 2,207 16,916 .10_,564 9.367

CASH FLOWS FROM N0W,GAPt'TAL_ ACllvrrm_

Trlnz_em tn ............................................................................................................................... 2,184
TrBnder8 rmm Govemmlmb_Ft.,r_ ................................................................................................. 843 643 6.890

TrwtMA_IDOut .................................................................................................................................... (110) (4S) {49) (204'1 {1,N0)
TrlnsMm to Govemtmmi_ Funds ................................................................................................. (gM) [I)41) (2.286) (4.197) (1.54_)
(_ Gnm_ _ ........................................................................................................... 8.824 $36 879 10.G39

PronN_flomAdvenoosaf_Oepos_ ........................................................................................... S_ 6 8S6 11,727

P_mem_,_'m-,(_Dem_ ........................................................................................... S._..(_ (1,_0) {1.191) .. (8,010) _4}

NETC,ASHPROVIOEOBY(USEOFOR)
_o_.,_.prrAL_ ACTMTr=s__ 2.377 (1.211) (_000/ __ (S:_) le._'

CA,SH F LOWS FROM CAPtTAL A,NO RI0LA'ngD F_ _

from I_ of Long-T_mnDe_ ...................................................................................... 384 4,0BO 4.4B4 10,_
_ Co_nUib_l_ _ .............................................................................................. 19._4 25.128 2.276 46.438

of_ _ .............................................................................................................. ( 129.331) (129,827) (16.296) (275,4154) (22,832)
Proceed=_romthe Sein of CaldlalAaae_ ............................................................................................ 3 1,018 1._2 945

_ on _ _ ................................................................. :.............................. (104) (1,207) (1,311) (0.018)
P=v.w_ onLor_TamD_X.........................................................................................(23.740) ((=.;'SO) (2,42S) (32._)

_r_ _ on=.=_T_ o_ ......................................................................................................___ _ (_"t) _ (_,c_.2)
NETCASHPROVlOEOBY(USEDFOR)CA_fTAL

CASH FLOWS FROM tNVE$'nNG

tr_re_ a_d Div_den_ ReoWnm_on Invl_a_w_ ................................................................................. _____060 153Be 5_0_4 4.2.530 I_B

NET CASH PR(WIOED BY (USEO FO_) 14VESlrlNG_ ......... 22,O60 15.386 5.094 42_S30 1_

Net IP/_'e_le {[_crtNme) in Cash Ind Cash Eq_N_Mt.S ........................................................................... (78.930) (112.775) 6.0_1 (1_5,624) 8.228

C,a_n_ Clmh EQuhraklr_ =4Begm_ng of Yeer ..................................................................................... 424.630 3_r196 76,648 $6"/'1474 $7t633

CASH AND CASH EQUIVALENTS AT END 04=YEAR .......... $ 345.700 $ 253.42? $ 8_Z,729 $ _81.8S0 $ 65.861

Reonn¢_,_,onofOpmu=_lk,_,==_t=,Ne_¢_h
Prm4ded by (Um_l Fm")OpM'alMg A,_h4tkm:

O_r4_r,g Irt¢orrm(Lo_) .................................................................................................................... _ 56 _ $ (1.842) $ 4+g63 $ 59,787 $ (13,328)

N_ Cmh _ By (Ua_ For) Q:,er'_ A_vit_:

De_rec_Mk>n............................................................................................................................. 35,534 12.(_4 8.89g 57,067 10.641
Chang_ n/umm and _:

(Irtc_a_) DeorlmN in _:

Accoun_ - Net ........................................................... 1.947 [g31} 431 1.447 1.397
ClaU_ - Nel ...............................................................................................................
From Orh_ F_ ........................................................................................................ 245 245

(Ir_x_se) D,e,ora_mein _ .................................................................................... (18,302) _ (17,734) (312)
(_) Decreme it,Pre,N/d aml Re_,ntx=ta_ items andD,,,p,_ .............................. . 1 3O6 3o7 (1,_,)
I_ (O_llll_e ) in Aooourd_Par_ .......................................................................... (1.033) 7.4545 2,400 8.823 765

In(:_-4_, (Decrs_me) in Az_med Wages and Bene_ ........................................................ 1.101 391 594 2.O56 (184)
Ir_m_ _ `1in Ottw Aom_ _ ................................................................. (386) (3_ -
Inc_e_4 (_`1 in_ C;_ma ............................................................................... (2.136) 264 (1.872) 7.119
Iz_x,eale (Oeo'eue) in Due to _ Fur,d_ ...................................................................... (87) {87)
Inorem_ (Decz'ease)in0ue to Other_ ............................................................... 847 2 849

Incre_41 (Decl,ellM_) inOelm_'_dRevenue ......................................................................... (9.779) 2,141 (3,409) (11.047)
Ina',mM, (Decnme_) inNet Penainn _ ..................................................................... 453 3B7 439 1.289 246
Itlct'lm_e(Decx_e) in_=JR_-Ym[edLand1111CIoeur_az,'ldpo_do4ure Cem gO1 901

OtherNon_ Revenue fExpemee) ................................................................................ 841 6 1.032 1p879 3.184

Tota_Adju=dmer_ ........................................................................................................... 27,775 4,049 1I;953 43.777 22,eg5

NET CASH PROVIDED BY (_ FOR) OPERA'fIING _$ $ 84.441_ $ 2.207 $ 16.916 $ 103,564 $ 9.367

Immuring, _ and Flmm_r;g _:

Dev_per Conu_uted _ ............................................................................................................. 84.707 13,61;17 7B.404

TM m=cempa_/l_ m m an In_gml part o_the flnln¢_ _at_nmmm.
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STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS

June 30, 2002

(In Thousands)

Pension Agency

Trust Funds

ASSETS

Cashor Equity inPooledCashand Investments................................................................. $ 2,777 $ 97,177

Cashwi_ Custodian/FiscalAgent ........................................................................ 601.200

Investmentsat FairValue .................................................................................................... 2,457,969 104,059

Receivables:

Acoounts- Net __............................................................................................................. 6,537

Cont_utions ............................................................................................................ 15,036

Accrued Interest.............................................................................................................. 11,109 8

Loans............................................................................................................................... 19,966 5,599

SecuritiesSold ................................................................................................................ 47,378

Prepaidand Reimlx.c_ble Reinsand Deposits.................................................................. 1

CapitalAssets- Net ............................................................................................................. 291

TOTAL ASSETS ................................................................................................... 3,155.727 $ 213,380

LIABILITIES

AccountsPayable ................................................................................................................ 2,940 $ 2,799

AccruedWages and Benefits.............................................................................................. 437

Employees'401(k) Plans..................................................................................................... 110,058

Dueto Ott_erFunds............................................................................................................. 75,564

DeferredRevenue ............................................................................................................... 243

Advancesflora Other Funds ................................................................................................ 1,979

Deposits/Advancesfrom Others .......................................................................................... 9,452

SundryTrust Liabilities........................................................................................................ 13,528

Net PensionLiabilities......................................................................................................... 99

SecuritiesPurchased ........................................................................................................... 241,929

Contractsand Notes Payable .............................................................................................. -

TOTAL LIABILITIES .......................................................................................... 245,648 $ 213.380

NET ASSETS

HeldinTrustfor PensionBenefitsand Other Purposes ...................................................... $ 2.910,079

The aooompanyinOnotes are an Intggral part of the financial statements.
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STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

Year Ended June 30, 2002

(In Thousands)

Pension
Trust

ADDITIONS
EmployerContributions.................................................................................................... $ 103,126
EmployeeContributions................................................................................................... 105,255
ChargesforServices ..................................................................................... 451
Earningson Investments................................................................................ _100,849)

TOTAL OPERATING ADDITIONS .............................................................................. 107,983

DEDUCTIONS
Benefitand Claim Payments............................................................................................ 187,203
Administration................................................................................................................... 7,591
Depreciation.............................................................................................................. 35

TOTAL OPERATING DEDUCTIONS ......................................................................... 194,829

NONOPERATING REVENUES (EXPENSES)
Gain(Loss)on Sale/Retirementof CapitalAssets................................................ 8

CHANGE IN NET ASSETS ................................................................................................. (86,838)

Net Assets at Beginningof Year,as Restated............................................................. 2,996.917

NET ASSETS AT END OF YEAR .............................................................................. $ 2,910,079

The accompanying notes are an integral part of the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2002

1. SUMMARY OF SIGNIFICANT POLICIES

The City of San Diego (the "City") adopted its charter on April 7, 1931 and operates as a
municipalityin accordancewith State laws. The City is governed by an elected nine member City
Council, includingthe Mayor. Residents of the City are provided with a wide range of services
includingparks, recreation,police,fire, water and sewer services.

The accountingpolicies of the City conform to accounting principlesgenerally accepted in the
United States of America ("GA_.P") as applicable to governmental units. The followingis a
summaryof the more significantof such policies:

a. Scope of Financial ReportinaEntity

As required by GAAP, these financial statements presentthe governmentand its component
units, entitiesfor whichthe government is consideredto be financiallyaccountable.

Blended component units, although legally separate entities, are, in substance, part of the
government's operations and so data from these unitsare combined with data of the primary
government_ Component units should be includedin the reportingentity financialstatements
usingthe blendingmethod ifeither of the followincjcriteriaare met:

i. The component unit'sgoverningbody is substantivelythe same as the governingbody of
the primary government(the City).

ii. The component unit provides services entirely, or almost entirely, to the primary
government or otherwise exclusively, or almost exclusively, benefits the primary
governmenteven though itdoes not provideservicesdirectly to it.

Includedwithinthe reporting,entityas blended componentunits:

• CentreCity DevelopmentCorporation
. Cityof San Diego MetropolitanTransit DevelopmentBoardAuthority
• ConventionCenter ExpansionFinancingAuthority
• PublicFacilitiesFinancingAuthority
• RedevelopmentAgency of the City of San Diego
• San Diego Data ProcessingCorporation
• San Diego Facilitiesand EquipmentLeasingCorporation
• San Diego IndustrialDevelopmentAuthority
• San Diego Open Space Park Facilities Districtl#1
• Southeastern Economic Development Corporation
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1. SUMMARY OF SIGNIFICANT POLICIES (Continued)

A briefdescdptionof each blendedcomponentunitfollows:

• Centre City Development Corporation,In<:.is a not-for-profitpublic benefit corporation
organized in 1975 to administercertainr_:levelopmentprojectsin downtownSan Diego
and to provide redevelopmentadvisory_,=rvicesto the RedevelopmentAgency of the
City of San Diego. Centre City DevelopmentCorporation'sbudget and GoverningBoard
are approved by the City Counciland services are providedexclusivelyto the primary
government. The Centre City DevelopmentCorporationis reportedas a governmental
fund.

• City of San Diego MetropolitanTransitDevelopment BoardAuthoritywas established in
1988 to acquire, construct,maintain, repair, manage, operate and control facilities, to
provide public capital improvementsincluding public mass transit guideways, public
transitsystemsand relatedtransportationfacilitiesprimarilybenefitingthe City. The City
appoints two Councilmembersto the Governing Boardand the San Diego Metropolitan
DevelopmentBoardappointsone. The Authorityprovidesservicesalmostentirely to the
primary government" The San DiegoMetropolitanTransit DevelopmentBoardAuthority
is reported as a governmentalfund.

• The Convention Center Expansion Financing Authority was established in 1996 to
acquire and constructthe expansionto the existingconventioncenter. The Governing
Board is administered by the Mayor, the City Manager, the District Director and a
member of the Board of DistrictCommissioners. The Authority providesservices which
pdmadly benefit the primarygovernment.']'he ConventionCenter Expansion Financing
Authorityis reportedas a governmentalfund.

• The Public FacilitiesFinancingAuthoritywas establishedin 1991 to acquire, construct,
maintain, repair, manage, operate and cortrol facilitiesfor public capital improvements.
The Public Facilities FinancingAuthority provides services exclusively to the primary
government. The Public FacilitiesFinancingAuthority is reported as a governmental
fund. Financingfor governmental funds is reported as governmental activity,financing
for business-typefundsis reportedas a business-typeactivity.

= The RedevelopmentAgencyof the Cityof San Diegowas establishedin 1958 in order to
providea method for revitalizingdeterioratingand blightedareas of the City and began
functioning in 1969 under the authoritygranted by the communityredevelopment law.
The City Council is the GoverningBoardand the RedevelopmentAgency of the City of
San Diego providesservices exclusivelyto the City. The RedevelopmentAgency of the
City of San Diego is reportedas a governmentalfund.

• San Diego Data ProcessingCorporationwas formed in 1979 as a not-for-profitpublic
benefit corporation for the purpose of providing data processing services to public
agencies, primarilythe City, whichis the sole member. The San Diego Data Processing
Corporation'sbudget and GoverningBoard are approved by the City Council. San
Diego Data ProcessingCorporationprovidesservices almostexclusivelyto the primary
government. San Diego Data ProcessingCorporation is reported as a business-type
fund.
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1. SUMMARY OF SIGNIFICANT POLICIES (Continued)

• The San Diego Facilities and Equipment Leasing Corporation is a not-for-profit public
benefit corporation established in 1987 for the purpose of acquiring and leasing to the
City real and personal property to be used in the municipal operations of the City. The
City Council is the Governing Board and the benefit is exclusively to the primary
government. The San Diego Facilities and Equipment Leasing Corporation is reported as
a governmental fund. Financing for governmental funds is reported as governmental
activity, financing for business-type funds is reported as a business-type activity.

• The San Diego Industrial Development Authority was established in 1983 by the City for
the purpose of providing an alternate method of financing to participating parties for
economic development purposes. The City Council is the Governing Board and benefit is
exclusively to the City. The San Diego Industrial Development Authority is reported as a
governmental fund.

• The San Diego Open Space Park Facilities Distdct #1 was established in 1978 by the
City for the purpose of acquiring open space properties to implement the Open Space
Element of the City's General Plan. The _undades are contiguous with the City's. The
City Council is the Governing Board and the benefit is exclusively to the City. The San
Diego Open Space Park Facilities District #1 is reported as a governmental fund.

• Southeastern Economic Development Corporation, Inc. is a not-for-profit public benefit
corporation organized in 1980 by the City to administer certain redevelopment projects in
southeast San Diego and to provide redevelopment advisory services to the
Redevelopment Agency of the City of San Diego. Southeastern Economic Development
Corporation's budget and Governing Board are approved by the City Council and
services are provided exclusively to the City. The Southeastern Economic Development
Corporation, Inc. is reported as a governmental fund.

Discretely presented component units, also legally separate entities, have financial data
reported in a separate column from the financial data of the primary government to
demonstrate they are financially and legally separate from the primary government.
Component units should be discretely presented in the reporting entity financial statements
when neither of the two cdteria for blending are met.

Included within the reporting entity as discretely presented component units:

• San Diego Convention Center Corporation ("SDCCC")

SDCCC is a non-prof_ public benefit corporation originally organized to market, operate
and maintain the San Diego Convention Center. On July 1, 1993, SDCCC assumed
similar responsibility for the San Diego Concourse as well. The City is a sole member of
SDCCC and acts through the San Diego City Council in accordance with the City Charter
and the City's Municipal Code. The City appoints seven voting members out of the nine-
member Board of Directors of SDCCC. The City is liable for any operating deficits and
would be secondarily liable for any debt issuances of SDCCC. SDCCC is discretely
presented because it provides services direct to the citizenry. SDCCC is presented as a
governmental fund.
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1. SUMMARY OF SIGNIFICANT POLICIES (Continued)

• San DiegoHousingCommission("SDHC")

SDHC, a government agency was formed by the City, under ordinance No. 2515 on
December 5, 1978 in accordancewiththe HousingAuthorityLaw of the State of California.
SDHC primarilyservestow incomefamiliesbyprovidingrental assistancepayments, rental
housing,loansandgrants to individualsand not-for-profitorganizationsand other services.
SDHC is discretelypresentedbecause it providesservices directlyto the citizenry. SDHC
is presentedas a business-typefund.

• San DiegoMedicalServices Enterprise,LLC (=SDMSE")

The SDMSE was organized on May 2, 1997 to provideemergency medical services and
medical transportationservices to the citizensof San Diego. Operations began July 1,
1997. The SDMSE partnersare the City of San Diegoand Rural Metro of San Diego, Inc.,
a whollyownedsubsidiaryof Rural MetroCorporation(a privatecorporation).The SDMSE
governingboard is comprisedof FNemembers, three of whom are appointedby the City.
The City is financiallyobligatedfor any deficitsand debt of SDMSE up to a maximum of
$6,500,000 over five years. The SDMSE is discretely presented because it provides
servicesdirectto the citizenry. SDMSE is presentedas a business-typefund.

Complete financialstatementsfor each of the individualcomponentunitsmay beobtained from the
City Auditorand Comptroller'soffice.

Each blended and discretelypresentedcomponent.unithasa June 30 year end.

b. Government-Wideand Fund FinancialStatements

The government-widefinancialstatements(i.e., th,=_Statementof Net Assets andthe Statement
of Activitiesand Changes in Net Assets) report informationon allof the nonfiduciaryactivitiesof
the primary government and its component units,. For the most part, the effect of interfund
activityhas been removed from these statements. Governmentalactivities,which normallyare
supported by taxes and intergovemmentalrevenues,are reported separately from business-
type activities,which rely to a significantextent onfees and charges for support. Likewise,the
primary government is reported separately from certain legally separate component units for
whichthe primary governmentis financiallyaccour=table.

The Statement of Activitiesand Changes in Net Assetsdemonstratesthe degree to which the
direct expenses of a given function or segment are offset by program revenues. Direct
expenses are those that are clearly identifiablewiitha specific functionor segment. Program
revenues include(1) charges to customersor applicantswho purchase,use, or directlybenefit
from goods,services, or privileges providedby a cjivenfunctionor segmentand (2) grants and
contributions that are restricted to meeting the operational or capital requirements of a
particular functionor segment. Taxes and other _temsnot propertyincludedamong program
revenuesare reported insteadas general revenue._;.

Separate financial statements are provided for governmentalfunds, proprietary funds, and
fiduciary funds, the latter are excluded from the government-widefinancialstatements. Major
individualgovernmental funds and major individu_tlenterprisefunds are reported as separate
columnsin the fund financialstatements.
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1. SUMMARY OF SIGNIFICANT POLICIES (ConUnued],

c. MeasurementFocus, Basisof Accoun_ng,and FinancialStatement Presentation

The government-wide financial statements are reported using the economic resources
measurementfocus and the accrual basis of accounting,as are the proprietaryfund financial
statements. Revenues are recordedwhen earned and expenses are recordedwhen a liability
is incurred,regardless of the timingof related cash flows. Propertytaxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as
revenueas soon as all eligibilityrequirementsimposedbythe providerhave been met.

Governmental fund financial statements are reported using the current financial resources
measurementfocusand the modifiedaccrual basis of accounting. Revenues are recognized
as soonas they are bothmeasurableand available. Revenues are consideredto be available
when they are collectiblewithinthe current periodor soon enough thereafterto pay liabilitiesof
the currentperiod.

Expendituresare recognizedwhen the related fund liabilityis incurredexcept for (1) principal
and interest of general long-termdebt which are recognized when due; and (2) employee
annual leave and claims andjudgmentsfrom litigationand self-insurancewhich are recorded in
the perioddue and payablesincesuch amountswillnot currentlybe liquidatedwithexpendable
availablefinancialresources.

Revenues which are considered susceptibleto accrual include real and personal property
taxes, other local taxes, franchisefees, fines, forfeitures and penalties, motorvehicle license
fees, rents and concessions, interest and state and federal grants and subventures. In
applyingthe susceptible to accrual concept to state and federal revenues, the legal and
contractualrequirementsof the numerous individualprogramsare used as guidance.

Licenses and permits, charges for services, and miscellaneous revenues are recorded as
revenues when received in cash because they are generally not measurable until actually
received.

FiduciaryFunds are used to accountfor assets held by the City in a trusteecapacity or as an
agent for individuals,private organizations,other governmental units,and/or other funds, and
includebothPensionTrust Fundsand AgencyFunds. Pension Trust Fundsare reported using
the same measurement focusand basis of accountingas ProprietaryFunds. Agency Funds
are reported inthe same manner as ProprietaryFunds.

The followingare the City's Major GovernmentalFunds:

General Fund - The General Fund is the general operating fund of the City. It is used to
accountfor all financialresources,exceptthose requiredto be accountedfor in anotherfund.

The followingare the City'sMajor EnterpriseFunds:

Sewer UtilityFund - The Sewer UtilityFund is used to account for the operation, maintenance
and developmentof the City'ssewer system.
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1. SUMMARY OF SIGNIFICANT POLICIES (Continued)

Water UtilityFund - The Water UtilityFund is used to accountfor operatingand maintenance
costs, replacements, betterments, and expansi,onof facilities,and payments necessary in
obtainingwater from the ColoradoRiver.

The followingare the City'sotherfundtypes:

Internal Service Funds - These funds account for vehicle and transportation, printing,
engineering,and storeroomservices providedto the Citydepartmentson a cost-reimbursement
basis. Internal service funds also account for self-insuranceactivities, includingworkers
compensation and long-termdisabilityprograms,which derive revenuesfrom rates charged to
benefitingdepartments. This fundtype also accountsfor the publicliabilityreserve, which was
establishedfor the purposeof payingliabilityclaims.

PensionTrust Funds - These funds account for the City Employees'Retirement System, the
Supplemental Pension SavingsPlan, and the Centre City DevelopmentCorporation'sPension
Plan.

A,qencyFunds - These funds account for assets held by the City as an agent for individuals,
privateorganizations,other governmentsand/or funds;these includefederal and state income
taxes withheld from employees,401(k) plan, par_:ingcitationrevenues and employee benefit
plans.

Accountingand financial reportingwhich are similarto those oftenfound in the privatesector are
followed in both the government-wide and proprietary fund financial statements. Under this
method, revenues are recordedwhen earned and expenses are recordedat the time liabilitiesare
incurred.. The City adopts all applicable Financial Accounting Standards Board ("FASB")
Statements and Interpretations issued on or before November 30, 1989, in accounting and
reporting for its proprietary operations unless those pronouncementsconflict with or contradict
GovernmentalAccountingStandardsBoard("GASB") pronouncements.

As a general rule the effect of interfundactivity has been eliminatedfrom the government-wide
financial statements. Exceptionsto this general rule are payments-in-lieu of taxes and other
charges between the government'swater and sewer functionand various other functions of the
government. Eliminationof these charges would distortthe direct costs and program revenues
reported for the various functionsconcerned.

Amounts reported as program revenues include (1) charges to customers or applications for goods,
services, or privileges provided, (2) operating grants and contributions, and (3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as
general revenues rather than as program revenues. Li!_.ewise,general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund'.,=pdncipal ongoing operations. The principal
operating revenues of the City's Proprietary funds are charges to customers for sales and services.
Operating expenses for Proprietary funds include the_cost of sales and services, administrative
expenses, and depreciation on capital assets. All revenues and expenses not meeting this
definition are reported as nonoperating revenues and expenses.
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t. SUMMARY OF SIGNIFICANT POLICIES (Continued)

d. PropertyTaxes

The Countyof San Diego(the "County")billsand collectspropertytaxes on behalf of numerous
special districtsand incorporatedcities, includingthe City. The City's collectionof current
year's taxes are receivedthroughperiodicapportionmentsfromthe County.

The County's tax calendar is from July 1 to June 30. Property taxes attach as a lien on
propertyon March 1. Taxes are leviedon July 1 and are payable in two equal installmentson
November 1 and February 1, and become delinquent after December 10 and April 10,
respectively.

Since the passage of California'sProposition13, beginningwith Fiscal Year 1978-79 generat
property taxes are based either on a fiat 1% rate applied to the 1975-76 full value of the
propertyor on 1% of the sales priceof any propertysold or of the cost of any new construction
after the 1975-76 valuation.

Taxable valuesof properties(exclusiveof increases relatedto sales and new construction)can
riseat a maximumof 2% per year.

This Proposition13 limitationon general propertytaxes does not apply to taxes levied to pay
the debt serviceon any indebtednessapprovedby the votersprior to June 6, 1978 (the date of
passageof Proposition13).

Property tax revenue is recognized in the fiscal year for which the taxes have been levied,
providedthe taxes are received within 60 days of the end of the fiscal year. Propertytaxes
receivedafter thisdate are not consideredavailableas a resourcethat can be used to finance
the current year operations of the City and, therefore, are not recorded as revenue until
collected.

The City providesan allowancefor uncollectedpropertytaxes of 3% of the outstandingbalance
which is reflectiveof historicalcollections.
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1. SUMMARY OF SIGNIFICANT POLICIES (Continued)

e Bud,qetaryData

On or beforethe first meetingin May of eachyear, the City Managersubmitsto the CityCouncil
a proposed operatingand capital improvementsbudget for the fiscal year commencingJuly 1
Such budgetincludesannual budgetsfor the follo'_ng funds:

• General Fund

• Special Revenue Funds:
Cityof San Diego:

Acquisition,Improvementand Operation
EnvironmentalGrowthFunds:

Two-ThirdsRequirement
One-Third Requirement

PoliceDecentralization
PublicTransportation
Qualcomm Stadium Operations
SpecialGas Tax Street Improvement
Street DivisionOperations
TransientOccupancyTax
ZoologicalExhibits
Other Special Revenue

Centre City DevelopmentCorporation
SoutheasternEconomicDevelopmentCorporation

• Debt Service Funds:
City of San Diego:

Pre-ArraignmentDetentionFacility
PublicSafety CommunicationsProject;

Publichearingsare then conductedto obtaincitizencommentson the proposedbudget_Duringthe
month of Julythe budget is legallyadoptedthrough passage of an appropriationordinance by the
City Council.

Budgetsare prepared on the modified accrual basis of accountingexcept that (1) encumbrances
outstandingat year-end are considered as expendituresand (2) the increase/decreasein reserve
for advances and depositsto other funds and agencies are consideredas additions/deductionsof
expenditures.

The City budget is prepared net of obligations under reverse repurchaseagreement interest
expense. For budgetary purposes, obligations under reverse repurchase agreement interest
expense are considereda reductionof interestearnings.

Budgetary controlfor the City's General Fund is exercised at the salaries and wages and non-
personnel expenditureslevel. Budgetary control for the other budgeted funds, includingthose of
certain componentunits, is maintainedat the total fundappropriationlevel. All amendments to the
adopted budget require City Council approval except as delegated in the Annual Appropriation
Ordinance.
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1. SUMMARY OF SIGNIFICANT POLICIES (Continued)

Reported budget figures are as originally adopted or subsequently amended plus prior year
continuingappropriations. Such budgetamendmentsduringthe year, includingthose related to
supplemental appropriations,did not cause these reported budget amounts to be significantly
different than the originallyadopted budget amount_. Appropriationslapse at year-end to the
extent that they have not beenexpendedor encumbered.

The followingis a reconciliationof the excess (deficiency)of revenues over expenditures prepared
on the GAAP basisto that preparedon the budgetarybasis (inthousands):

Special Debt
General Revenue Service

Fund Funds Funds
Net Change in Fund Balances- GAAP

Basis $ (7,704) $ 46,281 $ 35,038

Add (Deduct)-Net Change in Fund
Balances- GAAP Basisfor Non-
BudgetedFunds (23,278) (36,031)

BudgetedFunds:
Deduct:

EncumbrancesOutstanding,
June 30, 2002 (13,431) (10,863) -

ReservedforAdvancesandDeposits,
June 30, 2002 (12,867) (13,777) -

Designatedfor UnrealizedGains,
June 30, 2002 (1,176) (37) (12]

Reserved forAdvancesand Deposits,
June 30, 2001 10,976 11,316 -

Designatedfor UnrealizedGains,
June 30, 2001 2,288 408 19

Net Change in Fund Balances- Budgetary
Basis $ (21.914_ $ 9.71__6$ (986}

f. Encumbrances

Encumbrance accounting, under which purchase orders, contracts and other commitments for
the expenditure of funds are recorded in order to reserve that portion of the applicable
appropriation, is employed as an extension of formal budgetary control in the budgeted
Governmental Fund.

Encumbrances outstanding at year-end are reported as reservations of fund balances since the
commitments will be honored through subsequent years' continuing appropriations.
Encumbrances do not constitute expenditures or liabilities for GAAP reporting purposes.
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1. SUMMARY OF SIGNIFICANT POLICIES (Continued)

g. Investments

At July 1, 1997, the City and its blended and discretely presented componentunitsadopted
GASB Statement No. 31, "Accountingand Financ.ialReportingfor Certain Investmentsand for
External InvestmentPools,"which requirescertaininvestmentsto be reportedat fair value. At
June 30, 2002, allsuch investmentsare presentedat fair value.

h. inventories

Inventories,which consistof both water in storage and operating supplies, are valued at the
lowerof cost or market. Such inventoriesare exl_,.nsedwhen consumed.

i. RestrictedAssets

Proceedsfrom debt issuances,funds set aside fourpayment of EnterpriseFund revenuebonds
and SDHC depositsservicinglow interestconstructionand rehabilitationloans made byvarious
banks are classified as restricted assets since their use is limited by applicable bond
indentures.

The City is requiredby state and federal laws and regulationsto make annual contributionsto
finance the c_osureand postclosure care of it,,;Miramar landfill. Such contributions are
presented in the Enterprise Fund financial stater_ents as restricted cash or equity in pooled
cashand investments.

Generally,when bothrestrictedand unrestrictedresourcesare available for use, it is the City's
policyto use restrictedresources first,then unrestrictedreserves as they are needed.

j. LandHeld for Resale

All property purchases by the Redevelopmenl Agency are charged to Capital Outlay
Expenditures. Land held for resale is capitalized in the Special Revenue and Capital Projects
Fundson the lower of acquisitioncost or estimatedresale value. Fund balancesand reserved
amounts are equal to the carrying value of land held for resale because such assets are not
availableto financethe Agency'scurrentoperations.

k. CapitalAssets

Capital assets, which include property, plant,and infrastructure assets such as roads, bridges,
and drainage systems, are reported in the applicable governmental or business-type activities
column in the government-wide financial statementsnet of accumulated depreciation.

To meet the criteria for capitalization, an asset must have a useful life in excess of one year,
and in the case of equipment outlay, equal or exceed a capitalization thresholdof $3,000. All
other capital assets such as land, structures, and infrastructure are capitalized regardless of
cost. Subsequent improvements are capitalized to the extent that they extend the initial
estimated useful life of the capitalized asset, or improve the efficiency or capacity of that asset.
Costs for routine maintenance are expensed as incuffed.
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1. SUMMARY OF SIGNIFICANT POLICIES (Continued)

Capital assets, when purchasedor constructed,are recorded at historicalcost or estimated
historicalcost. Donatedcapital assets are recordedat the estimated fair market value on the
date of donation. Depreciationof capital assets is computed usingthe straight-linemethod
over the estimated useful lifeof the asset as follows:

Assets Years

Equipment 3-50
Structuresand Improvements 20-50

Distributionand collectionsystems 15-150
Infrastructure 25-75

The City retains title to the animal and horticulturalcollections,which are housed at the San
DiegoZoo and Wild Animal Park, where they are.maintainedby the Zoological Society of San
Diego. These collectionsand additionsare: held for publicexhibition,education, and research
in furtherance of public service rather than gain; are protected,cared for, and preserved or
enhanced over time; and are generallynot offered for sale. As such, they meet the GASB 34
definitionof a collectionand are notcapitalizedinthe financialstatements.

I. Intera,qencyCurrent Receivables,Payablesand Lon,q-TermDebt

Interagencycurrent receivables and payablesresulting from loans between the City and its
blended component unitsare classifiedas =duefi'om"and "due to" other funds when they are
expectedto be repaidwithina reasonabletime period. Those loansor any portionthereof, not
expectedto be repaidwithina reasonableperiodof time are classifiedas =transfers."

m. Lcnq-TermLiabilities

In the government-wide and proprietaryfund type financial statements, long-term debt and
other long-term obligationsare reportedas liabilitiesin the applicablegovernmental activities,
business-typeactivities,or proprietaryfundstatementsof netassets.

n. EmployeeAnnual Leave

The City providescombinedannualleave to coverbothvacationand sick leave. It is the City's
policyto permit employeesto accumulatebetween 6.25 weeks and 17.5 weeks, depending on
hire date, of earned but unusedannual leave. Accumulationof these earningswill be paid to
employeesupon separationfromservice.

In addition,sick leave earned throughAugust1981 byemployeeshired priorto July 1, 1975 is
payable upon separation under the followingconditions: (1) 50% of the employee's accrued
amount upon retirement or death, or (2) 25% of the employee's accrued amount upon
resignation.
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1. SUMMARY OF SIGNIFICANT POLICIES (Continued)

All annual leave is accrued when incurred in the Govemment-Wide Financial Statementsand
bothProprietaryand FiduciaryFunds.

In Governmental Funds, the costs for annual leave that are expected to be liquidatedwith
expendableavailable financialresourcesare reported as an expenditureand a fund liabilityof
the governmentalfund that willpay it.

o. ClaimsandJudqments

The costs of claims and judgments are accrued when incurred and measurable in the
Government Wide Financial Statements and both Proprietary and Fiduciary Funds. tn
Governmental Funds, the costs of claims and judgments are recordedas expenditureswhen
paymentsare made.

p. Fund Equity

In the fund financial statements, portions of fund equity of governmental funds have been
reservedfor specificpurposes. Reservations were created to either (1) satisfy legalcovenants
that requirea portionof the fundbalance to be se£regatedor (2) identifythe portionof the fund
balancethat is not appropriablefor future expenditlJres.

Designated fund balance indicates that portion of fund equity for which the City has made
tentative plans.

Undesignated fund balance indicates that portion of fund equity which is available for
appropriationin future periods.

q. Statement of Cash Flows

All of the related City's restricted and unrestricted "Cash or Equity in Pooled Cash and
Investments" and "Cash with Custodian/Fiscal Agent" are classified as cash and cash
equivalents,sincethey are readilyconvertibleto knownamounts of cash or are so closeto.their
maturitythat they present an insignificantrisk of ,changesin value because of fluctuationsin
interestrates.

r. Estimates

The preparationof financialstatements inconformil_jwith GAAP requiresmanagementto make
estimatesand assumptionsthat affect the reporteclamount of certain assets and liabilitiesand
disclosureof contingentassets and liabilitiesat the date of the financial statements and the
relatedreportedamounts of revenuesand expensesduringthe reportingperiod.

Actual resultscould differ from those estimates. Management believes that the estimatesare
reasonable.

s. Reclassification

Certainprioryear amountshave been reclassified to conformwith currentyear presentation.
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2. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

a. Explanation of certain differences between the Governmental Funds Balance Sheet and the
Government-wideStatement of Net Assets.

The governmental fund balance sheet includesa reconciliationbetween Total Fund Balance -
Governmental Funds and "Total Net Assets - Governmental Activities as reported in the
Government-wide Statement of Net Assets. One element of that reconciliationexplains that

"Capital assets used in governmentalfundsare not financialresources,and therefore, are not
reported in the funds." The detailsof this$4,040,655 differenceare as follows(inthousands):

Capital Assets, net. July 1_2001, as restated $ 3,855,597
Capital Outlay 220,629

MiscellaneousCapital Outlay Transactions 55,754
DepreciationExpense (91,325)

Net adjustmentto increaseTotal FundBalance - GovernmentalFundsto
arrive at Total Net Assets- GovernmentalActivities $ 4.040.655

Another element of the reconciliationstates that =LongTerm liabilities,includingbondspayable,
are not due and payable inthe currentperiodand therefore are not reported in the funds." The
details of this ($1,290,767) differenceare as follows(in thousands):

BondsPayable $ 1,068,756
Contractsand Notes Payable 19,118

Loans Payable 28,255
Accrued Interest Payable 18,259

Capital Leases Payable 11,897
LiabilityClaims 55,461
CompensatedAbsences 56,663
Net PensionObligation 32,358

Net adjustmentto decrease Total FundBalance- Governmental Funds to
arriveat Total Net Assets- GovernmentalActivities

b. Explanationof certain differences between the Governmental Funds Statement of Revenues,
Expenditures, and Changes in Fund Balances and the Government-wide Statement of
Activities

The Governmental Funds Statement of Revenues, Expenditures, and Changes in Fund
Balances includes a reconciliation between Net Change in Fund Balances Total
Governmental Funds and Changes in Net Assets of GovernmentalActivitiesas reported in the
Government-wide Statement of Activities. One element of that reconciliationexplains that
"Governmental funds report capital outlays as expenditures. However, in the Statement of
Activitiesthe cost of those assets is allocatedovertheir estimateduseful lives and reported as
depreciationexpense."
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2. RECONCILIATION OF GOVERNMENT-WIDE AND IFUND FINANCIAL STATEMENTS
(Continued)

The detailsof this$129,304 differenceare as follows (in thousands);

Capital outlay $ 220,629

Depreciationexpense (91,325)

Net adjustmentto increaseNet Changes inFund Balances- Total
GovernmentalFundsto arriveat Changesin Net Assetsof
GovemmentalActivities

Another element of the reconciliationstates that "The net effect of various miscellaneous
transactionsinvolvingcapitalassets (i.e., donations, retirements, and transfers) is to increase net
assets." The detailsof this$55,754 are as follows(in thousands):

Inthe Statement of Activities,onlythe losson the sale of capitalassetsis
reported. However,inthe governmentalfunds,the proceedsfromthe
sale increasefinancialresources. Thus, the Change in Net Assets
differsfrom the changein Fund Balancesby the cost of the capital
assets sold. $ (8,881)

Donations of capital assets increase net assets in the Statement of
Activities, but do not appear in the Govemmer_tal Funds because they
are not financial resources. 65,391

The Statement of Activities reports lossesarisir_gfrom the retirement of
existing capital assets. Conversely, governmental funds do not report
any gain or loss on a retirement of capital assets. (7.5.6)

Net adjustment to increase Net Change in Fund Balances - Total
Governmental Funds to arrive at Changes in Net Assets of
Governmental Activities. $ 55.754

Another element of the reconciliation states that =The issuance of long-term debt provides current
financial resources to governmental funds, while the repayment of the principal consumes the
current financial resources of governmental funds. Neither transaction, however, has any effect on
net assets. Also, governmental funds report the effect of issuance costs, premiums, discounts, etc.
when debt is first issued, whereas these amounts are deferred and amortized in the Statement of
Activities."
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2. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS
(Continued)

The detailsof this ($215,972) difference are as follows(inthousands):

Debt Issuedor Incurred:
Issuanceof Revenue Bonds $ 194,755
Issuanceof Tax AllocationBonds 58,425
Capital LeasesIncurred 2,622

Principal Repayments:
General ObligationDebt (5,500)
Revenue Bond/COPDebt (19,885)
Special AssessmentDebt (2,590)
Tax AllocationDebt (5,705)
Loans Payable (1,860)
Capital Leases (4,012)
Contracts and Notes Payable (278)

Net adjustmentto decrease Net Changes in Fund Balances- Total
Governmental Fundsto arrive at Changes inNet Assetsof
GovernmentalActivities t___2_1_5+9]2

Another element of the reconciliationstates that "Some expenses reported in the statement of
activities do not require the use of current financial resourcesand therefore are not accrued as
expenses in governmental funds." The details of this ($28,061) difference are as follows (in
thousands):

Compensated Absences $ 4,536
LiabilityClaims 10,498
Net PensionObligation 6,759
Interest 6,268

Net adjustmentto decrease Net Changes in Fund Balances- Total
Governmental Fundsto arrive at Changes in NetAssetsof
Governmental Activities $__?,_6.0__

3. CASH AND INVESTMENTS

As provided for by the Government Code, the cash balance of substantiallyall funds are pooled
and invested by the City Treasurer for the purpose of increasing interest earnings through
investment activities. The respectivefunds' shares ,ofthe total pooled cash and investmentsare
includedin the accompanyingcombinedbalance sheet underthe caption"Cash or Equityin Pooled
Cash and Investments." Interestearned on pooledinvestmentsis depositedto certainparticipating
funds based upon each fund's average daily deposit balanceduringthe allocationperiod with all
remaininginterestdepositedto the General Fund.

"Cash With Custodian/FiscalAgent" represents funds held by bank trustees on behalfof the City
and its component units. For several component units, the purposeof these accountsis to invest
cash related to certainoutstandinglong-termdebtsand to distributeprincipaland interestpayments
to debtholders. For other component unitsand the City, the purposeof these accountsis solely to
distributeprincipaland interestpayments to debtholders.
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3. CASH AND INVESTMENTS (Continued)

"Investmentsat Fair Value" represent investmentsof the City and San Diego City Employees
Retirement System (SDCERS). Reportingof investmentsat fair value is in accordance with
GASB's 25, 27, and 31 =Financial Reporting for Defined Benefit Pension Plans and Note
Disclosures for Defined Contribution Plans," =Aco_untingfor Pensions by State and Local
GovernmentalEmployers,"and "Accountingand Financial Reporting for Certain Investments and
for External InvestmentPools,_ respectively.

SDCERS has, viaa securitieslendingauthorizationagreement,authorizeda fiscal agent to lend its
securitiesto broker-dealersand bankspursuantto a form of loan agreement.

Duringthe FiscalYear, the fiscal agent lent Domestk:and InternationalFixed Income and Equity
Portfoliosand received cash (United States and foreigncurrency),securitiesissued or guaranteed
by the United States government, sovereign debt r,ated A or better, Canadian provincialdebt,
convertiblebonds,and irrevocablelettersof creditas collateral. The fiscal agent did not have the
abilityto pledgeor sell collateralsecuritiesdeliveredabsent a borrower default. Borrowerswere
requiredto delivercollateralfor each loanequal to: (i) in the case of loanedsecuritiesdenominated
in United States dollars or whose primary trading market was located in the United States or
sovereigndebtissuedby foreigngovernments,101.5% of the market value of the loanedsecurities;

and (ii) in the case of loaned securitiesnotdenominatedin United States dollarsor whose primary
trading marketwas not located in the United States 104.5% of the market value of the loaned
securities.

SDCERS did not imposeany restrictionsduringthe F_scalYear on the amountof the loans that the
fiscal agent made on itsbehalf and the fiscal agent in,demnifiedSDCERS by agreeingto purchase
replacementsecurities or return cash collateral in the event borrower failed to returned a loaned
security or pay distributionsthereon. There were no such failures by any borrowers to return
loaned securitiesor pay distributionsthereon during the Fiscal Year. Moreover, there were no
lossesduringtheFiscalYear resultingfrom a defaultof the borrowersor the fiscalagent.

Duringthe FiscalYear, SDCERS andthe borrowersmaintainedthe right to terminateall securities
lendingtransactionson demand. The cash collateral receivedon each loan was invested, together
with the cash collateral of other qualifiedtax-exempt plan lenders, in a collective investmentpool.
As of June 30, 2002, such investmentpool had an average duration of 64 days and an average
weighted maturityof 405 days. Because the loanswere terminable at will, their duration did not
generally match the duration of the investmentsmade with cash collateral. On June 30, 2002,
SDCERS had no credit risk exposureto borrowers. The collateral held and the market value of
securities on loan for SDCERS as of June 30, 2002 was $163,484,036 and $158,665,593,
respectively.
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3. CASH AND INVESTMENTS (Continued)

Aggregate cash and investmentsare as followsat June 30, 2002 (in thousands):
Total

Governmental Activities:

Cash or equity in pooledcash and investments $ 702,313

Cash withcustodian/fiscalagent 26,128
Investmentsat fair value 352,611

Total GovernmentalActivities 1,081,052
Business-TypeActivities:

Cash or equity in pooledcash and investments 606,658

Cash with custodian/fiscalagent 76

Restrictedcash and cash equivalents 78,141
Total Business-TypeActivities 684,875

FiduciaryFunds:

Cash or equity in pooledcash and investments 99,954
Cash withcustodian/fiscalagent

Custodian 601,200

Investmentsat fair value 2,562,028

Total Fiduciary Funds 3,263,182
Total

Depo.sits
At June 30, 2002, the carryingamount of the City's ,cashor equity in pooledcash deposits(cash,
non-negotiablecertificates of deposit and money market funds) was approximately$256,806,371
and the net balance per various financial institutionswas approximately $273,602,667, the
difference of which is substantiallydue to deposits in transit and outstandingchecks. Of the

balance in financial institutions, approximately $400,000 was covered by federal depository
insurance and approximately $273,209,291 was uninsured. Such uninsureddeposits are with
financial institutions which are individually legally required to have government deposits
cotlateralized with government securities held by the pledging financial institution's trust
departmentsin the government'sname. The market,valueof such pledgedsecuritiesmustequalat
least 110% of the government'sdeposits.

At June 30, 2002, "Cash with Custodian/FiscalAgent" (approximately$627,404) was held by the
trust departments of various banks and was not covered by federal depository insurance or
collateralizedby securitiesowned bythe bank.

Deposits- SDCCC

On June 30, 2002, the carryingamount of SDCCC's cash depositswas $3,856,681 and the bank
balance was $4,555,587. Of the bank balance, $100,000 was covered by federal depository
insurance. The remainder was covered by collateral held by financial institutionswhich are
individuallyrequired by state taw to have governmentaldeposits collateralizedat a rate of 110% of
the deposit. The collateral is consideredto be held in the name of SDCCC.
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3. CASH AND INVESTMENTS (Continued)

At the end of each businessday, all balancesover a target balance are automaUcallytransferred
and invested in a taxable money market mutualfund which invests in a portfolioof high-quality,
short-term securities consistentwith SDCCC's investment policy. These invested funds are not
insured or guaranteed by the FDIC or the U.S. Government,are not obligationsof the bank, and
are not guaranteed by the bank.

Deposits- SDHC

On June 30, 2002, the carryingamount of the SDHC c_fcash depositswas $244,206 and the bank
balances was $7,292,880. Of the bank balances,$500,000 is insured. When the balances exceed
$500,000, the funds are collateralizedaccordingto state statues,whichrequire depositorieshaving
publicfundson depositto maintaina poolof securitieswith the agent of depositoryhavinga market
value of at least 100% of all publicfundson deposit.

Deposits- SDMSE

On June 30, 2002, the carryingamount of SDMSE's cash lock box deposits was approximately
$848,900 and the bank balancewas $1,319,267. Of the bank balance, $100,000 was covered by
federal depositoryinsurance. The remainingbalancewas uninsured.

Investments

In accordance with the charterof the City of San Diego and under authority granted by the City
Council, the City Treasureris responsiblefor investincjthe unexpended cash in the City treasury.
This investmentpolicyappliesto all of the investmentactivitiesof the City, except for the Pension
Trust Funds (for which policiesare noted below), the proceeds of certain debt issues which are
managed and investedby trusteesappointedunder indenture agreements and the assets of trust
fundswhichare placedin the custodyof the FundsCommissionbyCouncilordinance. All financial
assets of all other fundsare administeredinaccordancewith the provisionsnoted here.

The City may transact businessonly with banks, savings and loans, and investment securities
dealers who are primarydealers regularlyreporting to the New York Federal Reserve Bank.
Exceptions to this rule can be made only upon written authorization of the City Treasurer.
Authorizedcash depositsandinvestmentsare govemed by state law, as well as bythe City'sown
written investmentpolicy. Withinthecontextof these limitations,permissibleinvestmentsinclude1)
obligationsof the U.S. governmentand federal agencies, (2) commercial paper rated A-1 by
Standard & Poor's Corporation or P-1 by Moody's Commercial Paper Record, (3) bankers'
acceptances, (4) negotiableand/or non-negotiablecertificatesof deposit and non-negotiabletime
deposits issued by a nationally or state chartered bank or a state or federal savings and loan
association, (5) repurchaseand reverse repurchaseagreements, (6) the local agency investment
fund establishedbythe statetreasurer,(7) financialfutures contractsin any of the other authorized
investmentswhich are used to offset an existing financial positionand not for outright
speculation, (8) mortgage securitiespurchased under an agreement to resell, (9) medium-term
corporate notesof a maximumof five years maturity issuedby corporations operating within the
United States and (I0) sharesof beneficialinterestissued by diversified management companies,
as defined inSection23701m of the RevenueandTaxationCode.

All non-negotiabletime certificatesof depositare to be fully collateralizedwith mortgagesor eligible
securitiesin accordancewithstate law.
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3. CASH AND INVESTMENTS (Continued)

The City invests in the State of California Local Agency Investment Fund ("LAIF'), a State of
Californiaexternal investmentpool. LAIF determinesfair value on its investmentportfoliobased on
marketquotationsfor those securities where market quotationsare readilyavailableand based on
amortizedcostor best estimate for thosesecuritieswhere marketvalue is not readilyavailable.

The City valued its investments in LAIF as of June 30, 2002 by multiplyingits accountbalance with
LAIFtimes a fair value factor determined by LAIF. This fair value factor was determinedby diving
all LAIFparticipantstotal aggregatefair value bytotal aggregateamortizedcost.

Accordingly, as of June 30, 2002, the City's investments in LAIF at fair value amounts to
$20,153,875 usinga LAIF value factorof 1.002780144.

The LAIF has oversightby the local InvestmentAdvisoryBoard. The LAIF Board consists of five
members as designated by statute. All securities are purchased under the authority of the
GovernmentCode Section 1643()and 16480.4.

The City, through its Investment Policy, has identifiedthe safety of principal as the foremost
objectiveof the City. Each investment transactionshall seek to ensure that capital losses are
avoided, whether from securities default, broker-dealerdefault, or erosion of market value. The
Cityshall seek to preserve principal by mitigatingthe two typesof risk, credit riskand marketrisk.

Credit Risk shall be mitigated by investingin only very safe securities and by diversifyingthe
investmentportfoliosothat failure of any one issuerwouldnot undulyharmthe City'scash flow.

Market Risk shall be mitigatedby limitingthe average maturity of the City's portfolioto three years
and the maximum maturity of any one security in the portfolioto five years, and by structuringthe
portfoliowith an adequate mix of highlyliquidsecuritiesand maturitiesto meet major cash outflow
requirements. Trading is prohibited when cash or securities are not available to pay for the
securities being purchased. The taking of short positions, that is, sellingsecuritieswhichthe City
does not own, is also prohibited. It is explicitlyrecognized herein, however, that in a diversified
portfolio,occasionalmeasured losses are inevitable,and must be consideredwithinthe contextof
the overall investmentreturn.

The followinginvestmentsbelow are additionallyrestrictedas to percentageof the costvalue of the
portfolioin any one issuer name upto a maximumof 5%. The totalcost value investedin any one
issuername willnot exceed 5% of an issuer'snet worth. An additional5%, or a total of 10%, of the
cost value of the portfolioin any one issuer name can be authorized upon writtenapprovalof the
CityTreasurer.

• Bankers Acceptances
• CommercialPaper
• NegotiableCertificatesof Deposit
• RepurchaseAgreements
• Reverse RepurchaseAgreements
• LocalAgency InvestmentFund

IneliqibleInvestments not described in the City's Investment Policy, including,but not limitedto,
common stocksand long-term corporate notes/bondsare prohibitedfrom use in the portfolio. A
copyof the City's InvestmentPolicy may be obtainedfl'om the CityTreasurer'soffice.
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3. CASH AND INVESTMENTS (Continued)

Investmentsfor the PensionTrustFund are authorized to be made by the Boardof Administration
of the City Employees'RetirementSystemin accordar._cewith the charterof the City. The Board is
authorized to investin any bondsorsecuritieswhichale allowedbygeneral lawfor savingsbanks.

The Board has further restrictedthe authorized investmentsto those believed by independent
investment counsel to be appropriatefor investmentby trust funds operating under the "prudent
man" ruleas set forthin state law.

These investments include, but are not limited to, bonds,notes or other obligations, real estate
investments,common stocks,preferredstocksand Ixx)ledvehicles. Investments can also be made
in financialfuturescontractsin any of the other authorized investmentswhich are used to offset an
existingfinancialpositionand notforoutrightspeculatk)n.

Investmentpoliciespermitthe PensionTrust Fundto invest infinancialfutures contracts. Financial
futures contracts, which are recordedat market value, are not hedges of existing assets, and
changes inthe marketvalue of the contractresultin recognitionof a gain or loss.

A copyof the PensionTrust Fund'sinvestmentpolicymay be obtained from the Retirement office.

Reverse RepurchaseA,qreements

Investmentpolicypermitsthe Cityto enter into reverse repurchaseagreements which is a sale of
securitieswith a simultaneousagreementto repurchasethem in the future at the same price plus a
contract rate of interest. The market value of the securities underlying reverse repurchase
agreements normallyexceedsthe cashreceived providingthe dealers a marginagainst a decline in
the market value of the securities. If the dealers default on their obligations to resell these
securitiesto the Cityor providesecuritiesof cash or equal value,the City could sufferan economic
loss equal to the difference between the market value plus accrued interest of the underlying
securities and the reverse repurchaseagreement obligation,includingaccrued interest payable.

In fiscal year 2002, however,the City did not enter into any reverse repurchase agreements. As
such, there was no such creditexposureat year-end.

The City's investments at June 30, 2002, that can b_ specificallyidentifiedas to credit risk are
categorizedas describedbelowincludingrequireddisclosuresfor securities lending(in thousands):

Category 1: Insuredor registered,with securitiesheld by the City or its agent in the City's
name.

Category2: Uninsured and unregistered,with securitiesheld by the counterparty's trust
departmentoragent inthe City'sname.

Category 3" Uninsured and unregistered,with .=;ecuritiesheld by the counterparty,or by its
trustdepartmentor agentbut not inthe City'sname.
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3. CASH AND INVESTMENTS (Continued)

Investmentsthat are not subject to credit riskcategorization,but that require fair value disclosure
are also presentedbelow(in thousands):

Cateqory Fair
1 2 3 Value

U.S. governmentand agency securities $1,176,836 $ 286,021 $ - $1,462,857

Commercialpaper 93,144 - 93,144
Equity securities(stocks):

- Noton securitiesloan 1,296,572 - 1,296,572
- On securitiesloan forsecurities

collateral 163,484 - 163,484

Corporatebonds/notes 150,471 - 150,471
Fixed income(bonds) 6(31,658 - 661,658

Repurchaseagreements :35,800 - 35,800
$3.577.965 _ $ $ 3,863,986

Investments not subject to categorization:

Fixed income (bonds) on securities loan for
cash collateral 48,584

Equity securities (stocks) on securities loan
for cash collateral 110,082

Investment with California Local Agency
Investment Fund 20,098

Mutual funds 2,463,768
Real estate/mineral interest funds 176,074

MortgageNotes 1,515
Other (Deferred Compensation) .. 5,180

Total investments $ 6.689.287

Included in the preceding table are investments under the Pension Trust Fund - City Employees
Retirement System (SDCERS) with required disclosures for securities lending (in thousands).
Following below are those investments specifically attributable to SDCERS:

CateRory Fair
1 2 3 Value

U.S. governmentand agency securities $ 661,658 $ - $ - $ 661,658
Equitysecurities(stocks):

- Noton securitiesloan 1,296.,572 - - 1,296,572
- On securitiesloan for securities

collateral 163,484 - - 163,484

_._12EL,Z.l_4 $ - $ - _;2,121,714
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3. CASH AND INVESTMENTS (Continued)

Investmentsnot subjectto categorization:

Fixedincome(bonds)on securitiesloanforcash collateral 48,584
Equitysecurities(stocks)on securitiesloanfor cash collateral 110,082
Real estate/mineralinterest funds 176,074

MortgageNotes 1,515

Total investments

Summary of Investments- SDHC

Investments that are not subjectto credit riskcategorization,but that require fair value disclosure
are also presentedbelow (inthousands):

Fair
Cate/:l.ory Value

1 2 3
U.S. governmentandagency
securities $ 1.543 . - $ 1,54.3

Investmentsnot subjectto categorization:

InvestmentwithCaliforniaLocalAgency InvestmentFund 23.717
Total investments

Summary of Depositsand Investments

Followingis a summary of the carryingamountof cashdepositsand investmentsat June 30, 2002
(in thousands):

Cash orequity in pooledcash
investments $ 1,408,925

Cash with custodian/fiscalagent 627,404
Investments at fair value 2,914,639

Restricted cash and cash equivalents 78,141
Total
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4. CAPITAL ASSETS

Capitalasset activityforthe year ended June 30, 2002 was as follows(in thousands):

Primary Government
Beginning
Balance, Ending

As Restated Additions Retirements Transfers Balance
Govemmental

Activities:
Land,Easements,

Rightof Ways $1,529,452 $ 38,929 $ (8,881) $ 1,454 $1,560,954
Structures&

Improvements 626,823 10,234 (1,994) 139,455 774,518
Equipment 314,492 40,853 (25,977) 2,597 331,965
Infrastructure 2,283,070 46,974 - 2,330,044
Construction-in-

Progress 576,584_ 171,374 - (140,909) 607,049
Total at Historical

Cost 5,330,421 308,364 (36,852) 2,597 5,604,530
LessAccumulated

Depreciationfor.
Structures&

Improvements (216,982) (15,846) 1,994 (230,834)
Equipment (184,138) (23,353) 24,364 (2,516) (185,643)
Infrastructure (1,007,786) (62,244) - (1,070,030)
TotalAccumulated
Depreciation (1,408,906_) (101,443) 26,358 (2,516) (1,486,507)
GovernmentalActivities
CapitalAssets, Net $__3+92_1._5 _ $ (10.494_ $ 81
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4. CAPITAL ASSETS (Continued)

Primary Govemment
Beginning
Balance, Ending

As Restated Additions Retirements Transfers Balance
Business-type

Activities:
Land,Easements,

Rightof Ways $ 71,937 $ 255 $ - $ 1,203 $ 73,395
Structures&

Improvements 697,997 7,139 (74) - 705,062

Equipment 173,276 14,902 (21,462) (2,466) 164,250
Distribution& Collection

Systems 1,489,175 78,185 (1,120) - 1,566,240
Constructionin

Progress 1,608,768 252,715 (1,762) . .. (1,203) 1,858,518
Total at Historical

Cost 4,041,153 353,196 (24,418) (2,466) ...4,367,465

Less Accumulated
Depreciation For:

Structures &

Improvements (118,050) (13,198) 73 (131,175)
Equipment (103,640) (12,220) 21,191 2,385 (92,284)
Distribution & Collection

Systems (358,374) (31,410) 120 (389,664)
Total Accumulated

Depreciation (580,064) (56,828) . 21,384 2,385 (613,123)
Business-type Activities

Capital Assets, Net $ 3.461.089 _ _ $ (81_ $ 3.754.342

Depreciation expense was charged to governmentalfunctionsas follows:

General Governmentand Support $ 2,840
PublicSafety-Police = 7,682

Public Safety-Fire and Life Safety 2,030
Parks, Recreation,Cultureand Leisure 15,680
Transportation 62,668
Sanitationand Health 57
NeighborhoodServices 368
In addition,depreciationon capitalassetsheld by_e City's Internal

Service fundsis chargedto the variousfunctionsbasedon their
usageof the assets ... 10,118

Total depreciationexpense $ 101.443
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4. CAPITAL ASSETS (Continued)

GovernmentalActivitiescapitalassetsnet of accumulateddepreciationat June 30, 2002 are
comprisedof the following:

GeneralCapital Assets,Net $ 4,040,655

InternalServicesFund CapitalAssets, Net 77,368
Total

Business-type Activities capitalassetsnet of accumulateddepreciation at June 30, 2002 are
comprisedof the following:

General CapitalAssets, Net $ 3,753,073
InternalServices Fund CapitalAssets, Net 1,269

Total $ 3.754.342

Discretely Presented Component Unit.- San Diego Convention Center Corp.
Beginning
Balance, Ending

As Restated Additions Retirements Transfers Balance
Structuresand

Improvements $ 16,453 $ 910 $ $ - $ 17,363
Equipment 8,202 1,503 (395) - 9,310

Totalat
HistoricalCost 24,655 2,413 _ (395) - 26,673

Less Accumulated
DepreciationFor:.

Structuresand
Improvements (3,367) (1,165) - - (4,532)

Equipment (4,134) (1,029) - - (5,163)
Total

Accumulated
Depreciation (7,501) (2,194) - - (9.,69.5)

CapitalAssets, Net $ 17.154 $ 219 $__ (395.__.__)_$ - $ 16.978
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4. CAPITAL ASSETS (Continued)

Discretely Presented Compone,,_tUnit - San Dieao Housina Commission
Beginning Ending
Balance Additions Retirements Transfers Balance

Land $ 38,384 $ - $ $ (11,287) $ 27,097
Structuresand

Improvements 72,053 - 10,166 82,219

Equipment 3,093 19 (2,280) 832
Construction-in-

Progress 6,157 1,738 7,895
Totalat Historical

Cost 119,687 1,757 - ('3,401) 118,043

LessAccumulated
DepreciationFor:

Structuresand
Improvements (23,788) (2,895) (4,792) (31,475)

Equipment (2,372) (39) - 1,629 (782)
Totat

Accumulated
Depreciation (26,160) .(2,934) (3,163) _ (32,257)

Capital Assets, Net $93.527 _ $ $ (6.564._ $ 85.786

5. GOVERNMENTAL ACTWITIES LONG-TERM DEBT

Governmental activities long-term debt consists of general obligationbonds, revenue bonds,
certificatesof participation(=COP"),special assessm,_ntbonds,Mello-Roosbonds, tax allocation
bonds, contracts payable, notes payable, loans payable, capital lease obligations, pension
obligations,liabilityclaims (also see Note 18 and Note 19 for more informationon contingencies
and third party debt) and accruedannual leave. A summary of theseobligationsas recordedin the
Government-wideStatement of Net Assets as of June 30, 2002 is as follows(in thousands):

Balance
Interest Maturity Original Outstanding

Type of Obli.qation R_tes Date Amount June 30, 2002

General Obli.qationBonds:

Open Space Park RefundingBonds,Series 1994 5.0_;.0% 2009 $64,260 $ 41,175

MunicipalImprovementBonds,Series 1991 5.1-6.65 2012 25,500 ...!.6,920

Total General ObligationBonds $ 58,095

Revenue Bonds/COPs:

PublicFacilitiesFinancingAuthority
Stadium Lease Revenue Bonds,Series 1996 A 6.2-7.45 2027 68,425 $ 64,955

MetropolitanTransit Development Board
Authority Lease Revenue Refunding
Bonds,Series 1994 4.25-5.625 2009 66,570 34,560

27-26



5. GOVERNMENTAL ACTIVITIES LONG-TERM DEBT (Continued)

Balance
Interest Maturity Original Outstanding

Type of Obli,qation Rates Date Amount June 30, 2002

MetropolitanTransitDevelopmentBoard
AuthorityLease Revenue Bonds,Series 1993 4.5-5.375 2023 19,515 16,005

San Diego FacilitiesEquipmentLeasingCorp.
Certificatesof ParticipationRefunding,

Series 1996B 4.0-5.7 2011 11,720 10,440

San Diego FacilitiesEquipmentLeasingCorp.
Certificatesof Participation,Series 1996A 4.0-5.6 2010 33,430 25,010

San Diego Fac!litiesEquipmentLeasingCorp.
Certificatesof Participation,Series 1993 3.9-5.6 2023 27,985 19,800

PublicFacilitiesFinancingAuthority
Refunding, 1999A & B 3.75-5.1 2017 38,145 30,860

ConventionCenterExpansionAuthority
Lease Revenue Bonds,Series 1998A 3.8-4.875 2018 205,000 200,980

Centre City ParkingRevenueBonds,
Series 1999A 4.5-6.4 2025 12,105 11,870

PublicFacilitiesFinancingAuthority
Ballpark Lease RevenueBonds,Series2002 7.15-.7.7 2032 169,685 169,685

PublicFacilitiesFinancingAuthority
Fire and LifeSafety Bonds,Series 2002B 3.55--7.0 2032 25,070 25,070

Total Revenue Bonds/COPs $ 609,235

Special Assessment/Mello-RoosBondswith
GovemrnentalCommitment:

1915 Act Via De La Valle Improvement
Bonds, issuedOctober1986 6.0-6.8% 2003 2,115 $ 105

1915 Act De La FuenteBusinessPark Phase I
ImprovementBonds,issuedApril 1989 7.0-7.7 2014 4,897 2,960

1915 Act InternationalBusinessCenter
Project ImprovementBonds,
Issued September1990 6.1-7.4 2015 4,172 2,655

1915 Act Otay Mesa IndustrialPark
Improvement Bonds,issuedMay 1992 5.5-7.95 2013 2,235 535
1915 Act De La FuenteBusinessPark

Phase II ImprovementBonds,
issuedJuly 1992 4.0-'7.1 2017 5,987 4,690

Special Tax Bonds,1998 Series Miramar
Ranch North,issuedJuly1998 3.75-5.375 2020 59,465 54,640

Special Tax Bonds,2000 Series
Santaluz issuedNovember2000 6.3:33 2031 60,370 60,370

Total SpecialAssessment/Mello-RoosBonds
WrthGovernmentalCommitment $ 125,955
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5. GOVERNMENTAL ACTIVITIES LONG-TERM DEBT (Continued)

Balance
Interest Maturity Original Outstanding

Type of Obli,qation Rates Date Amount June 30, 2002

Tax AllocationBonds:

CentreCity RedevelopmentProjectTax
AllocationRefundingBondsSeries 1992,
issuedOctober 1992 3.0-6.0% 2009 36,935 $ 19,830

CentreCity Redevelopment ProjectTax
AllocationBonds,Series 1993A & B,
issuedNovember 1993 4.875-6.5 2018 54,350 36,710

Gateway Center West Redevelopment
ProjectTax AllocationBonds,
Series 1995, issuedJune 1995 7.8-9.75 2013 1_400 1,045

MountHope Redevelopment ProjectTax
AllocationBonds,Series 1995A & B,
issuedJune 1995 4.4-8.2 2020 5_155 4,610

SouthcrestRedevelopment ProjectTax
AllocationBonds,Series 1995,
issued June 1995 4.75-6.5 2020 3,750 2,845

HortonPlaza Tax AllocationRefundingBonds
Series 1996 A & B 3.8_.625 2017 22,800 19,115

CentreCity RedevelopmentTax Allocation
Bonds,Series 199g A, B, C,
Issued March 1999 3.0-_3.25 2024 50,650 50,045

CityHeightsRedevelopment Tax Allocation
Bonds,Series 1999 A & B,
IssuedApril 1999 4.543.4 2028 15,830 15,831

SouthcrestRedevelopmentProject Tax
AllocationBonds,Series2001,
IssuedMay 2001 Various 2025 1,860 1,820

CentreCity RedevelopmentProjectTax
AllocationBonds,Series 2000A & B,
IssuedApril2000 Various 2024 27,490 27,350

Central Imperial RedevelopmentProjectTax
AllocationBonds,Series2000,
IssuedMay 2000 Various 2030 3,395 3,350

NorthBay RedevelopmentProject Tax
AllocationBonds,Series 2000,
IssuedOctober2000 Various 2031 13,000 12,725

North Park RedevelopmentProjectTax
AllocationBonds,Series 2000,
issued October 2000 Various 2020 7,000 6,855
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5. GOVERNMENTAL ACTIVITIES LONG-TERM DEBT (Continued)

Balance
Interest Maturity Odginal Outstanding

Type of Obti,qation Rates Date Amount June 30, 2002

HortonPlaza RedevelopmentProjectTax
AllocationBonds,Series 2000,
IssuedNovember 2000 Various 2022 15,025 14,915

Centre City RedevelopmentTax Allocation
BondsSeries 2001A,
IssuedDecember 2001 3.0-5.55 2026 58,425 58,425

Total Tax AllocationBonds $ 275,471

Total BondsPavable $ 1,068,756

ContractsPayable:

ContractPayable to Cityof NationalCity,
dated March 1987 7.5 2002 2,171 $ " 431

ContractPayable to SDSU Foundation,
datedDecember 1991 5.6 2010 1,598 1,598

ContractPayable to MTDB,
dated January 2000 4.1 2015 1,626 1,568

Total ContractsPayable $ .3,597

NotesPayable:

Note payable to Forest CityWest, Inc.
datedAugust, 1998 0.0 2004 4,000 $ 4,000

Note payable to LorrenDam,
dated March 1995 80 2005 257 94

Note payable to David Engel,
dated December 1994 6.0 2004 4,800 4,800

Note payable to WaI-Mart,
dated June 1998 49 2017 1,308 1,308

Note payable to CityHeights,
notyet dated 6.0 2011 5,315 .... 5,319

Total Notes Payable $ 15,521

Loans Payable:

JMI Padres - Centre City 8.0 2009 3,272 $ 3,.2.50

Total Loans Payable $ 3,250
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5. GOVERNMENTAL ACTIVITIES LONG-TERM DEBT I[Continued)

Balance
Interest Maturity Original Outstanding

Type of Obliqation Rates Date Amount June 30, 2002

Section 108 Loans $ 25,005
Capital Lease Obligations 38,345
PensionObligations 33,048

LiabilityClaims 98,061
AccruedAnnual Leave 56,662

Total GovernmentalActivities

The followingis a summaryof changes in governmentalactivitieslong-termdebt forthe year ended
June 30, 2002 (in thousands):

Balance Balance DueWithin
July1, 2001 Additions Retirements June 30,2002 One Year

General ObligationBonds $ 63,595 $ - $ (5,500) $ 58,095 $ 5,930
RevenueBonds/COPs 434,365 194,755 (19,885) 609,235 17,830
SpecialAssessment/Mello-
RoosBondsWith

Governmental Commitment 128,545 - (2,590) 125,955 2,480
Tax AllocationBonds 222,751 58,425 (5,705) 275,471 6,295
ContractsPayable 3,848 (251) 3,597 1,004
Notes Payable 15,547 (26) 15,521 167
Loans Payable 3,250 - 3,250
Section108 Loans 26,865 (1,860) 25,005 1,780

CapitalLease Obligations 35,130 13,245 (10,030) 38,345 10,682
PensionObligations 26,2"11 6,837 - 33,048 -
LiabilityClaims 82,329 15,732 - 98,061 8,148

AccruedAnnualLeave 52,126 4,536 - 56,662 ...... 28,600
Total _ _$._29.3..,5_3_0_ _

Additionsto governmental activities long-termdebt for Contracts, Notes and Loans Payable may
differ from proceeds reportedon the Statement of Revenues, Expendituresand Changes in Fund
Balances due to funding received in prior fiscal years beingconverted to long-termdebt through
contingentcontractualterms.

Liabilityclaimsand accrued annual leave are primarilyliquidatedby the Self InsuranceFund and
General Fund, respectively.

General obligationbondsare secured by a pledge of the full faith and credit of the City or by a
pledgeof the City to levyad valorem propertytaxes withoutlimitation.

Revenuebondsare secured by a pledge of specificrevenue generallyderivedfrom fees or service
charges related to the operationof the projectbeing financed. COPs provide long-termfinancing
through a lease agreement, installment sales agreement, or loan agreement that does not

27-30



5. GOVERNMENTAL ACTIVITIES LONG-TERM DEBT (Continued)

constitute indebtedness under the state constitutionaldebt limitationand is not subject to other
statutory requirementsapplicableto bonds.

Special assessmentand Mello-Roosbondsare issuedby the Cityto providefunds to make certain
public improvements in special assessmentand Mello-Roos districtscreated by the City. These
bondsare secured by properlyownerassessmentswith the City havingultimatecommitment to the
obligation.

The annual requirements to amortize such long-term debt outstandingas of June 30, 2002,
includinginterestpayments to maturity,are as follows(in thousands):

Year General Revenue SpecialAssessment/
Ending ObligationBonds Bonds/COP's Mello Roos

June 30, Principal Interest Principal Interest Principal Interest
2003 $ 5,930 $ 3,466 $ 17,830 $ 35 527 $ 2,480 $ 7,043
2004 6,390 3,135 19,130 34 939 2,645 6,923
2005 6,885 2,760 20,130 34 002 3,040 6,788
2006 7,440 2,337 20,645 33 069 3,270 6,632
2007 8,045 1,878 19,120 32 057 3,530 6,460

2008-2012 23,405 2,932 96,2,45 144 652 22,145 29,103
2013-2017 - - 90,565 119 413 28,410 21,916
2018-2022 - - 110 820 90 354 27,925 13,803
2023-2027 - - 133,9"70 53 643 15,850 7,925
2028-2032 - - 80,780 16,406 ,,, 16,660 2,197

Total $ 58.095 $ 16:508 _$_6_gg,Z3_,5_ _ $ 108.790

Year Tax Allocation

Ending Bonds ContractsPayable Notes Payable
June 30, Principal Interest Principal Interest Principal Interest

2003 $ 6,295 14,011 $ 1,004 $ 1,414 $ 167 $ 1,441
2004 7,129 12,532 66 152 2,088 665
2005 7,609 12,763 '71 149 4,920 507
2006 8,112 12,370 '74 146 2,095 375
2007 8,651 11,955 2,017 143 102 369

2008-2012 54,233 52,501 297 442 606 1,705
2013-2017 67,383 38,791 19 428 1,367
2018-2022 61,474 24,977 1,279
2023-2027 47,418 14,406 - 1,279
2028-2032 7,167 3,934 - 5,115 767

Total _ _ $ 3.59._7 _ _ $ 9.754
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5. GOVERNMENTAL ACTIVITIES LONG-TERM DEBT ,[Continued)

Year

Ending Loans Capit_alLeases Section108 Loans
June 30, Principal Interest Principal Interest Principal Interest

2003 $ - $ 871 $ 10,682 $ 1,712 $ 1,780 $ 1,645
2004 - 330 9,111 1,202 1,980 1,514
2005 - 356 7,5c)3 786 1,370 1,400
2006 - 385 6,13;1 438 1,605 1,304
2007 - 415 3,128 184 1,865 1,191

2008-2012 3,250 933 1,700 721 7,120 4,365
2013-2017 - 7,280 1,966
2018-2022 - 2,005 170
2023-2027
2028-2032 - - _

Total _ _ S 38.345 S 5:.043 _ .$ 13.555

Defeasance of Debt

In July 1998, the Miramar Ranch North Community Facilities District #1 issued $59,465,000 in
Special Tax Refunding Bonds, Series 1998. The proceeds of the bonds were used to refund the
remaining outstanding Community Facilities District #1 Special Tax Bonds, 1991 Series A and 1995
Series B. The Refunded Bonds are considered defeased and the corresponding liability has been
removed from the Statement of Net Assets. The refunding transaction resulted in total economic
gain or present value savings of approximately $7,130,000 over the refunded indebtedness. In
addition, the refunding resulted in a cashflow difference of approximately $13,492,000.

At June 30, 2002, $27,910,000 of defeased bonds includingthose defeased in prior years are still
outstanding.

6. BUSINESS-TYPE ACTIVITIES LONG-TERM DEBT

Business-type activities long-term debt as of June 30, 2002 is comprised of the following (in
thousands):

Balance
Interest Maturity Original Outstanding

Type of Obli,qation Rates Date Amount June 30, 2002

BondsPayable:

Sewer Revenue Bonds, Series 1993 2.8-5.25% 2023 $250,000 $ 207,640
Sewer RevenueBonds,Series 1995 3.9-5.£_ 2025 350,000 316,735
Sewer Revenue Bonds, Series 1997 3.7-5.61 2027 250,000 228,890
Certificates of Undivided interest, 1998 4.0-5.375 2028 385,000 378,220
Sewer Revenue Bonds, 1999 3.9-5.C 2029 315,410 302,080

Total Bonds Payable $ 1,433,465
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6. BUSINESS-TYPE ACTIVITIES LONG-TERM DEBT (Continued)

Balance
Interest Maturity Original Outstanding

Tw0e of Obli.clation Rates Date Amount June 30, 2002

Contractsand NotesPayable:

Notes Payableto Countyof San Diego 0.0 N/A 100 $ 100
Notes Payableto Water Resources

ControlBoard 0.0 N/A 60,966 59,742

Bank Lineof Credit Various N/A NtA 3,944

Total Contractsand Notes Payable $ 63,786

Capital Lease Obligationsfor Various
Equipment,VariousDates Various Various Various $ 7,612

PensionObligations 6,082
LiabilityClaims 5,173
AccruedAnnual Leave 15,805

Total Business-typeActivitiesDebt

The following is a summary of changes in long-termdebt for the year ended June 30, 2002 (in
thousands):

Balance Balance Due Wrthin
July 1, 2001 Additions Retirements June 30, 2002 One Year

Bonds Payable $1,463,290 $ $ (29,825) $ 1,433,465 $ 31,055
Contractsand Notes

Payable 64,391 316 (921) 63,786 -

Capital Lease
Obligations 7,043 1,880 (1,311) 7,612 1,380

PensionObligations 4,697 1,385 - 6,082 -

LiabilityClaims 7,045 (1,872) 5,173 -
Accrued Annual Leave 14,323 1,482 - 15,805 -

Total $1.560.789 $5.06____:33 _L__) ._
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6. BUSINESS-TYPE ACTIVITIES LONG-TERM DEBT (ConUnued)

Annual requirementsto amortize such long-term debt as of June 30, 2002, including interest
paymentsto maturity,are as follows(in thousands):

Bonds Payable . . Capital Lease Obliqations.
Year Ending

June 30, Principal_ Interest Principal Interest
2003 $ 31,055 $ 71,367.; $ 1,380 $ 418

2004 32,375 70,04£_ 1,445 267
2005 33,765 68,664. 1,511 199
2006 35,355 67,071 1,462 182
2007 37,065 64,997 989 70

2008-2012 214,445 297,673 825 31

2013-2017 275,150 236,96(:} - -
2018-2022 353,435 158,657
2023-2027 334,265 65,392 - -

2028-2032 86,555_ 5,21..1

Total $1.433.465 $1.106.037 $ ___7.61___22 $ 1.167

7. DISCRETELY PRESENTED COMPONENT UNITLONG-TERM DEBT

Discretelypresentedcomponentunit long-termdebt as c_fJune 30, 2002 is comprisedas follows(in
thousands):

San Die,qoConventionCenterCorporation
Balance

Interest Maturity Original Outstanding Due Within
Type of Obliqation Rates Dalie Amount June 30, 2002 One Year

Notepayableto San Diego
UnifiedPort District,dated 1999 0.0 2010 $10,000 $ 8,500 $ 1,000

San DiegoConventionCenterwill repaythe noteat the rate of zero percent per annumwith principal
payableas follows(in thousands):

FiscalYear Amount

2003 $ '1,000
2004 '1,000
2O05 '1,000
2006 1,000

2007 "1,000
2008-2010 :}.500

Total $ 8.500
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7. DISCRETELY PRESENTED COMPONENT UNIT LONG-TERM DEBT (Continued)

San DieClOHousin,qCommission
Balance Due

Interest Maturity Original Outstanding W'Rhin
Type of Obligation Rates Date Amount June 3.0.,2002 One Year

Note payable to WashingtonMutual,
datedJune 1995 Vadous 2011 $4,725 $ 4,201 $ 74

Note payable to Bank of America, 5.0-
dated February 1985 10.2% 2025 3,789 3,344 40

Note payable to Redevelopment
Agency, dated March 1992 0o0 2022 696 696

Total Notes Payable $ 8.241 $ 114

Annualrequirementsto amortizesuch long-termdebtas of June30, 2002 to maturityare as follows
(in thousands):

Year Endin.qJune 30 Principal Interest
2003 $ 114 $ 604
2004 121 596
2005 174 418

2006 182 409
2007 191 401

2008-2012 4,389 1,634
2013-2017 767 503
2018-2022 984 286

2023-2025 1,319 43

Total $ 8:241 $ 4.894

8. GOVERNMENTAL ACTIVITIES SHORT-TERM DEBT

The City issuestax anticipationnotes inadvanceof propertytax collections,depositingthe proceeds
in itsGeneral Fund. These notesare necessaryto meet the cash requirementsof the City priorto
the receiptof propertytaxes

Short-term debt activityfor the year ended June30, 2002, was as follows(inthousands):

Beginning Ending
Balance Additions Retirements Balance

Tax AnticipationNotes $ 77,000 $ 73,000 $ (77,000) $ 73,000
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9. DISCRETELY PRESENTED COMPONENT UNIT SHORT-TERM DEBT

San Die,qoMedicalServicesEnterprise,LLC

Under the terms of an operating agreement between San Diego Medical Services Enterprise
(SDMSE) and Rural/Metro, Rural/Metro has made available a line-of-credit in the initial amount of
$3.5 million bearing an interest rate of 9.5% SDMSE did not have an outstanding balance, nor did it
borrow on the line-of-credit at June 30, 2002.

10. LEASE COMMITMENTS

Opemtin,qLeases

The followingisa scheduleoffutureminimum rentalpaymentsrequiredunderoperatingleases
entered into by the City for property that has initial or remaining non-cancelable lease terms in
excess of oneyear as of June 30, 2002 (in thousands):

Year EndinqJune30,_

2003 $ 8,216

2004 2,932

2005 1,015
2006 697

2007 575

2008-2012 172

2013-2017 37

2018-2022 37

2O23-2027 15

Total $ 13.696

Rent expense as related to operating leases was $10,773,017 for the year ended June 30, 2002.

Capital Leases
The City has entered into various capital leases for equipment, vehicles and property. A schedule of
future minimum lease payments under capital leases as of June 30, 2002 is provided in Notes 5 and
6.

Lease Revenues

The City has operating leases for certain land, buildings and facilities with tenants and
concessionaires who will provide the following minimum annual lease payments (in thousands):

Year Endin,qJune 30,_
2003 $ 23,208

2004 22,033

2005 20,969

2006 20,569
2007 20,190

Thereafter 591,409

Total $ 698:378
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10. LEASE COMMITMENTS (Continued)

This amount does not includecontingentrentals which may be received under certain leases of
property on the basis of percentage returns. Contingentrentals amounted to $34,230,181 in the
year ended June 30, 2002.

11. DEFERRED COMPENSATION PLAN

Cityof San Diecl,o

The City offers its employees a deferred compensationplan created in accordance with Internal
Revenue Code Section 457. The plan, available to all full-time City employees, permits them to
defer a portion of their salary until future years. The deferred compensation is not available to
employees untiltermination,retirement,death, disabilityor an unforeseeableemergency. Allassets
and income of the deferred compensationplan are held in trust for the exclusive benef_ of plan
participantsand their beneficiaries.

Fair value of the plan assetswas $101,962,660 at June 30, 2002.

12. PENSION PLANS

The City has a defined benefit plan and various defined contributionpension plans covering
substantiallyall of itsemployees.

DEFINED BENEFIT PLAN

a. Plan Description

All of the City and the San Diego Unified Port District (the "District") full-time employees
participateinthe San Diego City Employees'RetirementSystem ("SDCERS").

SDCERS is a public employee retirement system established in 1927 by the City and
administeredby a Boardof Administration(the "Board") to provideretirement,disability,death
and survivorbenefitsfor itsmembers.

In 1963, through an agreement between the City and the District, employees of the District
became members of SDCERS.

The Plan is a defined benefR plan which covers all eligible employees of the City and the
District. The Plan is a multiple-employerpublic employee retirement system that acts as a
commoninvestmentand administrativeagent for'the City and the District_As a defined benefit
plan, retirement benefits are determined primarilyby a member's age at retirement, the length
of membership service and the member's final compensationeamable based on the highest
one-year period.

The Plan provisions applicable to general members are generally applicable to the District's
general members and those applicable to lifeguard members are generally applicable to the
District'ssafety members.

All full-time City and Districtemployeesare eligibleto participatein the Plan. Salaried classified
employees become members of the system upon employment. Salaried unclassified
employees hired on or after August11, 1995 becomemembers uponemployment.
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12. PENSION PLANS (Continued)

SDCERS is consideredpartof the City of San Diego's financialreportingentity and is included
inthe City's financialreportsas a pensiontrustfund.

SDCERS issuesa stand-alonefinancial reportwhich is availableat its office located at 401 B
Street, Suite 400, San Diego,California 92101.

b. Summaryof Si,qnificantAccountinqPolicies

SDCERS financial statementsare prepared usingthe accrual basis of accounting. Member
contributionsare recognizedin the period they are due. Benefitsand refunds are recognized
when due and payableinaccordancewithterms of the Plan.

c. Fundin,qPolicy

SDCERS' fundingpolicyprovidesfor periodicernl;_loyercontributionsat actuariatlydetermined
rates that, expressed as percentagesof annual oovered payroll,are designed to accumulate
sufficientassets to pay benefitswhen due. The normal cost and actuarial accrued liabilityare
determined using the projected unit credit actuarial funding method. Unfunded actuarial
accrued liabilitiesare beingamortizedas a levelpercent of payrollover a period of 30 years (19
years remaining).

Members are required to contribute a percentage of their annual salary to the Plan.
Contributionsvary accordingto age at entry intothe plan and salary. The City and the District
contribute a portion of the employees'share and tl_e remainingamount necessaryto fund the
system based on an actuarialvaluationat the end of the precedingyear under the projected
unit creditmethod of actuarialvaluation. Prior to June 30, 1993, contributionswere based on
the entry age normalcost methodof valuation.

During the period July 1, 2001 to June 30, 2002 contributionstotaling $105,699,000
($51,058,000 employer and $54,641,000 employee) were made. Of the employer
contributions, $40,846,000 was applied to normal cost and $10,212,000 was applied to
unfunded accrued liability. All of the employer offse,tcontributionswere applied to normal cost.

In 1996 the City Councilapproved proposed changes to the San Diego City Employees'
Retirement System (SDCERS) which included changes to retiree health insurance, plan
benefits,employer contributionratesand systemreserves. The proposal included a provision
to assure the funding level of the system would not drop below a level the Board's actuary
deems reasonablein order to protectthe financial integrityof the SDCERS. A citizen required
vote on the changes related to retiree health insurance passed overwhelmingly in 1996. In
1997, the active members of the SDCERS voted and approved the changes. Portionsof the
proposal requiringSDCERS Boardapproval(employerrates and reserves) were approvedafter
review and approvalby its independent fiduciary counsel and consultation with the actuary.
The San Diego MunicipalCode wasthen amendedto reflectthe changes.

The changes provide the employer contribution rates be "ramped up" to the actuariatly
recommended rate in .50 percent increments ow=.ra ten year period at such time it was
projected that the Projected Unit Credit (PUC) and Entry Age Normal (EAN) rates would be
equal and the SDCERS wouldconvert to EAN. The,actuary calculatedthe presentvalue of the
differencebetween the employercontributionrate and actuarial rates over the ten year period
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12. PENSION PLANS (Continued)

and this amount was funded in a reserve. This =Corridor"funding method is unique to the
SDCERS and therefore is not one of the six funding methods formally sanctioned by the
GovernmentalAccountingStandards Board for expending purposes. As a resultfor June 30,
2002, the actuary rates are reported to be $39,230,000 more than paid by the City which,
technicallyper GASB 27 effective for periodsbeginningafter June 15, 1997, is to be reported
as a Net Pension Obligation (NPO) even though the shortfall is funded in a reserve. The
actuary believes the Corridor funding methodis an excellentmethod for the City and that it will
be superiorto the PUC funding method.

d. Annual RequiredContribution

The annual requiredcontributionfor the currentyear was determinedas part of the June 30,
1996 actuarialvaluationusing the projectedunitcreditactuarial fundingmethod. The actuarial
assumptionsincluded(a) an 8.0% investmentrate of returnand (b) projectedsalary increases
of 4.75% per year. Both (a) and (b) includedan inflationrate of 4.5%. The actuarial value of
assets was determined using techniquesthat smooth the effects of short-termvolatilityin the
marketvalue of investmentsover a five-yearperiod. The unfunded actuarialaccrued liabilityis
being amortized as a level percentage of projectedpayrollon an open basis. The remaining
amortization period at June 30, 2002 was 19 yeal_.

e. Three-Year TrendAnalysis

The followingtable shows the City's Annual Pension Cost (APC) and the percentage of the
APC contributedfor the most currentyear availableand precedingyears (in thousands):

FiscalYear Annual Pension Percentage Net Pension
Ending Cost (APC) Contributed Obligation

6/30/99 $ 44,008 78.3% $ 23,046

6/30/00 50,044 78.66 30,983

6/30/01 52,585 84.32 39,230

f. Net PensionObli,qationThree Year-Trend Analysis

The followingtable shows the calculationof the City's NPO presentedin governmentalbusiness-
typeand fiduciary fundsfor the mostcurrentyear availableand precedingyears (inthousands):

Actuarial

Required Contribu- Change
FiscalYear Contribution Intereston ARC Amortization tions in

Endin,q {ARC) NPO Adjustment Factor APC Made NPO NPO

6/30/99 $ 43,504 $1,210 $ 706 21.41% $44,008 $34,467 $ 7,922 $ 23,046

6/30/00 49,276 1,844 1,076 21.41 50,044 39,364 7,937 30,983

6/30/01 54,346 2,269 4,030 21.41 52,585 44,338 8,247 39,230
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12. PENSION PLANS (ConUnued)

DEFINED CONTRIBUTION PLANS

a. Pursuant to the City's withdrawalfrom the Federai:SocialSecurity System effective January 8,
1982, and to the Federal Government'smandate of a Social Security Medicare tax for all
employees not covered by Social Security hiredcn or after April 1, 1986, the City established
the Supplemental PensionSavingsPlan (=SPSP"), adefined contributionplan administeredby
American Express Trust Company, Minneapolis, MN, which provides pension benefits for
eligible full-timeemployees. In a defined contribul:ionplan, benefitsdepend solely on amounts
contributed to the plan plus investmentearnings. I--mployeesare eligibleto participatefrom the
date of employment. State legislationrequiresth;]tboth the employee and the City contribute
an amount equal to 3% of the employee's total salary each month. Participants in the plan
hired before April 1, 1986 and on or after April 1, 1986 may voluntarily contribute up to an
additional4.5% and 3.05%, respectively,of total salary.

The City also contributesan amountequal to the employeevoluntarycontributions. The City's
contributionsfor each employee (and interest allocated to the employee'saccount) are fully
vested after five years of continuousservice. City contributionsfor, and interest forfeited by,
employees who leave employmentbefore five years of service are used to reduce the City's
contributionrequirement.

The City and the covered employees contributedapproximately$45,584,371. As of June 30,
2002, fair value of Plan assetstotaledapproximately$375,108,000. SPSP is consideredpart of
the City of San Diego's financialreportingentity and is includedin the City'sfinancial reportsas
a PensionTrust Fund.

In addition, the City establisheda 401(k) Plan effective July 1, 1985. The plan is a defined
contribution plan administered by American ExpnressTrust Company, Minneapolis, MN, to
provide pension benefits for all eligible full-time employees. Employees are eligible to
participatetwelve months after thedate of employment. Employeesmake contributionsto their
401(k) accounts through payrolldeductions,and may also elect to have the City contribute to
their401(k) accountsthroughthe City'sEmployees'FlexibleBenefits Program.

The employees' 401(k) contributionswere calculated pursuant to various combination
arrangements. The covered employees and the City contributedapproximately$21,650,000
duringthe fiscal year.

As of June 30, 2002, fair value of Plan assets totaled approximately$104,059,000. The 401(k)
Plan is consideredpart of the Cityof San Diego'sfinancialreportingentityand is includedin the
City'sfinancial reports as an AgencyFund.

b. Centre City DevelopmentCorporation(=CCDC")has a Money Purchase Pension Plan covering
all full-time permanentemployees. The plan is a definedcontributionplan underwhich benefits
depend solely on amounts contributedto the plan plus investmentearnings. Employees are
eligible to participate on the first day of the month following 90 days after their date of
employment. Duringeach plan year, CCDC contributesquarterlyan amountequal to 8% of the
total quarterly compensationfor all employees. C:CDC'scontributionsfor each employee are
fully vested after six years of continuousservice. CCDC's total payroll in Fiscal Year 2002 was
approximately $2,614,401. CCDC contributionswere calculated using the base salary amount
of approximately $2,533,958. CCDC made the required 8% contribution, amounting to
approximately$202,716 (net of forfeitures)for Fisc_mlYear 2002.
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12. PENSION PLANS (Continued)

In addition, CCDC has a Tax Deferred Annuity Plan covering current and previousfull-time
permanent employees. The plan is a defined contributionplan. Employees are eligible to
participatethe first day of the month following90 days after their date of employment. During
each plan year, CCDC contributessemi-monthlyan amount equal to 10% of the total semi-
monthlycompensationfor all employees.

CCDC's contributionsforeach employee are fullyvestedat time of contribution.

CCDC's total payroll in Fiscal Year 2002 was approximately$2,614,401. CCDC contributions
were calculated usingthe base salary amount of approximately$2,533,958. CCDC made the
required 10% contributionamountingto approximately$253,396 for FiscalYear 2002. The Tax
Deferred Annuity Plan includes amounts deposited by employees prior to CCDC becominga
contributorto the Plan.

The fiduciaryresponsibilitiesof CCDC consistof making contributionsand remitting deposits
collected.

c. The San Diego Convention Center Corporation Money Purchase Pension Plan (the =Plan")
became effective January 1, 1986. The Plan is a qualified defined contributionplan and, as
such, benefits depend on amounts contributed to the plan plus investment earnings and
allocated forfeitures,less allowable plan expenses. The Plan covers employeesnot otherwise
covered througha collectivebargaining unit agreement. Employees are eligibleat the earlierof
the date on which they completesix monthsof continuousfull-time service,or the twelve-month
period beginningon theirhire date (or any subsequentplan year) duringwhich they complete
1,000 hours of service. A plan year is defined as a calendar year. Plan balances for each
eligible employee are vested gradually over five years of continuing service with an eligible
employee becoming fully vestedafter five years. Forfeituresand Plan expenses are allocatedin
accordancewith Plan provisions.

Required contributions were calculated using the covered compensation amount of
approximately$9,206,590. SDCCC has fundedthe requiredcontributionas of June 30, 2002.

For the fiscalyear ended June 30, 2002, pensionexpense forthe Plan amounted to $1,032,196.
SDCCC records pension expense during the fiscal year based upon estimated covered
compensation.

SDCCC offers its employees a Deferred CompensationPlan (the =Deferred Plan') created in
accordance with Internal Revenue Code Section 457. The Deferred Plan, available to all
employees, permits them to defer a portionof their salary until future years. The deferred
compensationis not available to employeesuntiltermination,retirement,death, disability,or an
unforeseeableemergency.

SDCCC funds the deferred compensation through investments in various mutual funds
administeredby an insurancecompany. Untilpaid or made available to the employee or other
beneficiary,such investmentsand all relatedearnings thereon are solelythe propertyand right
of SDCCC (without being restricted to the provisionsof benefits under the Deferred Plan),
subjectonly to the claims of SDCCC's general creditors. Participantsunderthe Deferred Plan
have only the right to receive benefits in an amount equal to the balance of their account.
SDCCC is of the opinionthat it has no liabilityfor the losses under the Deferred Plan but does
have the duty of due care that would be required of an ordinary prudent investor.
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12. PENSION PLANS (Continued)

SDCCC believes that it is unlikelythat it willuse the Deferred Plan's assets to satisfyclaims of
creditorsinthe future.

d. San Diego Data Processing Corporation("SDDPC") has accrued and set aside funds in a
money market account to provide employeeswho transferred from the City to SDDPC with
retirementbenefitsapproximatelyequalto thoseunderthe City's retirementplan. As of June 30,
2002 and 2001, the balance in the accountwas $124,315 and $121,798, respectively. The
balance at June 30, 2002 consistedof the total _timated liabilityplus interest earned on the
accountsince itsestablishmentin FiscalYear 199"1.

In addition, SDDPC has in effect a Money PLJrchasePension Plan ("the Plan") covering
substantiallyall employees. The plan is a defined contributionplan, wherein benefitsdepend
solely on amounts contributedto the plan plus investmentearnings. Employeesare eligible to
participatefrom the date of employment. Duringeach plan year, SDDPC contributesmonthlyan
amount equal to 20% of the total monthly compensation for all employees. SDDPC
contributionsfor each employeeare fullyvestedafl:erfouryears of continuousservice.

SDDPC's total payroll in Fiscal Year 2002 and 2001, was approximately$25,830,029 and
$22,871,911, respectively. As all employeesare substantiallycovered, SDDPC contributions
were calculated using this base salary amount. SDDPC made the required 20% contribution
amounting to approximately $4,817,292 and $4,247,425 for Fiscal Years 2002 and 2001
respectively.

e, San Diego Housing Commission (=SDHC') proviidespension benefits for all of its full-time
employeesthrougha definedcontributionplan. Employeesare eligibleto participateon the first
day of their employment. The SDHC contributesan amount equal to 14% of the employee's
base salary semi-monthly. The SDHC's contributionsfor each employee(and interestallocated
to the employee's account) are fully vested after five years of continuous
service. The SDHC contributionsfor, and interest forfeited by, employees who leave
employment before four years of service are used to reduce the SDHC's contribution
requirement.

SDHC made the required 14% contribution,amountingto approximately$1,524,625 for Fiscal
Year 2002 basedon coveredpayrollof approximately$10,872,780.

SDHC offers its employees a deferred compensationplan created in accordance with Internal
Revenue Code Section 457. The plan,availablet¢,all full-time SDHC employees, permitsthem
to defer a portionof theirsalary untilfutureyears. "['hedeferredcompensationis not available to
employees until termination,retirement,death,disabilityor an unforeseeableemergency.

Fair value of the Plan assetswas $4,322,216 at June 30, 2002.

f. SoutheasternEconomicDevelopmentCorporation("SEDC") has a SimplifiedEmployeePension
Plan covering all full-time, permanent employees. The plan is a defined contribution plan.
Employees are eligible to participateon the firstday of the month following90 days after their
date of employment. During each plan year, SEDC contributesmonthly an amount equal to
12% of the employee's base salary. BeginningJuly 1, 1998, SEDC con_ibuted an additional
monthlyamountequal to 3% of the base salary for _'nanagementemployees. Such contributions
are fully vestedupon contributions.
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12. PENSION PLANS (Continued)

SEDC's total payrollin FiscalYear 2002 was approximately$804,918. SEDC contributionswere
calculated usingthe base salary amountof approximately$683,100. SEDC made the required
12% contribution,amountingto approximately$91,710 for FiscalYear 2002.

13. POST RETIREMENT HEALTH INSURANCE

In additionto providingpension benefits, the City of San Diego MunicipalCode providescertain
healthcare insurancebenefitsfor retiredgeneral and safety members of SDCERS who retired on
or afterOctober6, 1980. At June 30, 2002, approximately3,327 eligibleretirees receivedbenefits.

Certainhealth care insurancebenefits were establishedduringFiscalYear 1995 for eligibleretirees
who retired priorto October6, 1980 or who were otherwisenot eligibleto receive City-paidhealth
care insuranceas of June 30, 1994. At June 30, 2002, approximately536 eligible retireesreceived
benefits.

Currently,expenses for post-employmenthealthcarebenefits arerecognized as they are paid. For
thefiscal year ended June 30, 2002, expendituresof approximately$8,882,138 were recognizedfor
suchhealth care benefits.

Substantiallyall of the City's general and safety members of SDCERS may become eligible for
thosebenefits if they reachnormal retirementage and meet service requirementsas defined while
workingfor the City.

14. INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

Interfundworkingcapital advances balancesat June 30, 2002 are as follows(in thousands):

WCA From
Nonmajor Internal Fiduciary

WCA To Governmental Service Funds Funds Total
General Fund $ 300 $ 10,728 $ 1,489 $ 12,517
Nonmajor

Governmental 2,190 11,898 72 14,160

Sewer UtilityFund 18,q16 155 19,071

Water UtilityFund 15,533 131 15,664
Nonmajor

Enterprise 126 10,171 38 10,335
Internal Service

Funds - 310 94 404

Total _$ 2:616 $ 67;5_____ $ 1.97__._99 $ 72.151

The balance of $67,246 due from the internal service funds generally resulted from initial
investments made to establish working capital when each internal service fund was first
created; none of the balance is scheduled to be collec,_edin the subsequent year.
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14. INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS (Continued)

Interfund receivables and payables and transfers I_tlances at June 30, 2002 are as follows (in
thousands):

Due To
Nonmajor Nonmajor Fiduciary

Due From Govemmental Enterpri.s..e Funds Total
General Fund $ 583 $ - $ 75,564 $ 76,147
Nonmajor

Governmental 20,698 - 20,698
Nonmajor

Enterprise ........ 1,291 354 1,645

Total _ $ 3.54 $ 75.5_ $98.49_00

The balance of $75,564,000 from the Fiduciary Fund Types is set aside to meet the legal
requirements of the City's Tax Anticipation Notes. It is stipulated that the monies must be
pledged and set aside in a separate repayment fund. These monies will be paid back to
the General Fund upon payment of the Notes.

PrimaryGovernment and Component Units

DueTo
Nonmajor

Due From Governmental

San Diego ConventionCenter Corp. $ 639
San Diego HousingCommission 267

Total _ , i I 9_

Interfund transfer balances at June 30, 2002 are as follows (in thousands):

Transfers From
Internal

General Nonmajor Nonmajor Service
TPansfersTo Fund Governmental E._rlterpdse Funds ... Total

General Fund $ $ 32,082 $ - $ 6,699 $ 38,781
Nonmajor

Governmental 27,551 274,653 643 - 302,647
Sewer UtilityFund 305 663 - 110 1,078
Water UtilityFund 180 761 - 45 986
Nonmajor Enterprise 1,868 420 - 49 2,337
internal Service Funds 58 _ 1,513 - 1,980 3,549

Total _1z_2_9+9.£__ L 64:3 $ 8.883 $ 349.578
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14. INTERFUND RECEIVABLES, PAYABLES, AND TPJkNSFERS (Continued)

PrimaryGovernment and ComponentUnits

TransfersFrom
San San Diego

San Diego Diego Medical
General Nonmajor Convention Housing Services

Transfers To Fund Govemrnental CenterCorp. Commission Enterprise,LLC Total
General Fund $ - $ - $ - $ - $ 650 $ 650
Nonmajor

Govemmental - - 6,332 2,425 - 8,257

San Diego
Convention
Center Corp. - 350 - - - 350

San Diego
Housing
Commission 200 - - - 200

San Diego
Medical
Services
Enterprise,
LLC 22 - - - 22

Total _ $ 550 $ 6.332 _ $ 650 $9.479

Transfers are used to: (1) move revenuesfrom the fund in which it is legally required to collect
them into the fund which it is legally required to expend them; (2) use unrestrictedrevenues
collected in the general fund to finance various programs accounted for in other funds in
accordancewith budgetaryauthorizations.

15. RISK MANAGEMENT

The City is exposed to various risksof loss relatedto torts;theft of, damage to and destructionof
assets; errorsand omissions;injuriesto employees; and natural disasterswhich may render the
City liable to the publicand to its employees. The Self Insurance Fund, an InternalService Fund,
was created to provide coverage against such risks up to a maximum of $3.0 million for each
workers' compensationclaimand$1.0 millionfor each general or automobileclaim.

In addition,the City maintainsan excess liabilityinsurancepolicywhereby the City pays the first
$1,000,000 per occurrence. Amountsin excess of $1,000,000 up to $54,000,000 per occurrence
are coveredbythe insurance. Anyamountsover$54,000,000 per occurrencewouldbe paid bythe
C_ty.

The City is self-insured for workers' compensation, long-term disability and certain employee group
health coverages. Each participatingfund contributesanamount equal to an actuariallydetermined
rate timesthe grosssalariesof the fund. These paymentsare treated as operatingexpendituresin
the contributingfundsand operatingrevenuesin the receivingfunds.

All funds of the City participatein the program and make payments to the Self Insurance Fund
based on actuarial estimates of the amountsneeded to pay prior and current year claims and to
establisha reservefor catastrophiclosses.
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15. RISK MANAGEMENT (Continued)

Estimated liabilitiesfor liabilityclaims have been set up in the Self-insurance Fund, Sewer Utility
Fund, and Water Utility Fund. These amountsrepresent the City'sdeterminationof the probable
ultimate cost of the claims. Propertyinsurance is maintainedon selected capital assets based
uponvariousfactors includingmanagement'sassessr._entof the risksof loss.

The estimated liabilitiesas of June 30, 2002 are deten'ninedbythe City basedon recommendations
from an independent actuarial evaluation. The liabillitiesare based on estimates of the ultimate
costsof claims(includingfutureclaimadjustmentexpenses)that have been reportedbut not settled
and claimsthat have been incurredbut not reported(IIBNR).

A reconciliationshowingcurrentand prioryear activityis presentedbelow (inthousands):

City'sLiabilityUnder
Public Worker'sComp &
Liability Lonq-TermDisability Total

Balance July1, 2000 $ 38,'166 $ 36,273 $ 74,439

Claimsand Changes in Estimates 27,;).37 23,830 51,067

Claim Payments (13,395) (22,737) (36,132)

BalanceJune 30, 2001 52,008 37,366 89,374

Claims and Changes in Estimates 21,714 30,144 51,858

Claim Payments (13,088) ('24,910) (37,998)

BalanceJune 30, 2002 $ 60:634 $ 42.600

Duringthe current year, there were no significantreductionsin insurancecoverage from the prior
year. For each of the past three fiscal years, the settlements have not exceeded insurance
coverage.

16. FUND DEFICIT

The Internal Service Funds have a net asset deficit ;=_pproximately($466,000) at June 30, 2002.
This balance includesa netasset deficit in the Self InsuranceFund of approximately($30,975,000)
which represents unfunded estimated claims and claim settlements related to worker's
compensationand long-term disability. It is anticipatedthat individualclaim settlements will be
funded throughuser charges subsequentto the filingof a claim andpriorto its settlement.

17. COMMITMENTS

At June 30, 2002, $73,000,000 of Tax AnticipationNotesissued during FiscalYear 2001-2002 were
stilt outstanding. Monies for full redemption of these; notes were fully segregated in a separate
repayment fund at June 30, 2002 and subsequently u=sedto redeem the notes on August 1, 2002.
The liability for these notes is shown in the Genera,! Fund. On July 1, 2002, the City issued
$93,200,000 of Tax Anticipation Notes to finance Fi.,_,alYear 2002-03 General Fund cash flow
requirements.

27=46



17. COMMITMENTS (Continued)

The Cityis currentlyobligatedto transferup to two-thirdsof the annual franchise tax receipts in the
EnvironmentalGrowthFund (a SpecialRevenueFund)to the San Diego Open Space Park

FacilitiesDistrict#1 (the "District")Fund (a Debt Service Fund) for the payment of debt service on
the District's outstandinggeneral obligationbonds. Such required debt service on the District's
outstandingbondobligationsof $41,175,000 at June30, 2002 is approximately$7,314,000 for each
of the subsequentFryeyearsendingJune 30, 2007.

The City has guaranteed the payment of a revolvingline-of-credit in the maximum amount of
$7,500,000 on behalfof variousindividualsthroughWells Fargo Bank regardingthe CDBG Housing
Loan LeveragingProgram. As of June 30, 2002, approximately$461,669 of total leveraged loans
are stilloutstanding.

The Sewer Utility'sconstructionplans for various projects are estimated to cost approximately
$167,975,411. As of June 30, 2002, the Utility'scontractualcommitments for the projects totaled
approximately $81,412,314. The Utility intends to finance the contractual commitments with
approvedState and Federalgrants,servicechargesandthe InstallmentPurchaseAgreement.

The Water Utility'sconstructionplans for various projectsare estimated to cost approximately
$104,220,000. As of June 30, 2002, the Utility'scontractualcommitments for the projects totaled
approximately $70,834,000. The Utility intends to finance the contractual commitments with
reservesand servicechargesand the installmentpurchaseagreement.

18. CONTINGENCIES

The City has receivedfederal and state grantsfor specificpurposesthat are subject to review and
auditby the grantoragencies. Such auditscouldlead to requests for reimbursementto the grantor
agency for expendituresdisallowedunder terms of the grant. City management believes such
disallowances,if any,wouldnot havea material effecton the City's financial position.

In September 1989, legislation was adopted (Assembly Bill No. 2080) which requires the
Redevelopment Agency of the City of San Diego to fund Low and Moderate Housing Activity
equivalentto at least20% of tax incrementrevenue received after Fiscal Year '1985. In October
1990, the Agency adopted a nine-year plan to fully fund the retroactive 20% requirement
(ResolutionNo.'s 1911, 1912, and 1913). At June30, 2002, the 20% requirementwas fullyfunded.

Proposition218 was approvedby the voters in November1996 and could limit the City's abilityto
collectnew taxes and fees. This measurerequiresa voter majorityapproval for all taxes used for
"generalgovernment purposes"and a two-thirdsvoter approvalfor =specialtaxes" used for defined
purposes.Proposition218 repealsany suchtaxes imposedafter January 1, 1995, that fail to meet
these requirements.If the City is unable to continueto collect these revenues, the services and
programsfunded withthese revenueswouldbereducedor eliminated.

During1997 the City enteredinto a ten year agreementwith the San Diego Chargers professional
footballteam whichincludeda clausewherebythe CUr wouldgenerallyprovidestadiumrent credits
to the San DiegoChargersfor the value of unsoldticketsupto 60,000 for any homegame.
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18. CONTINGENCIES (Continued)

De La Fuente Businesspark, Inc. v. Cityof San Die_l,_
This lawsuit, filed in 1995, involvesallegationsof breach of contract and inverse condemnation
broughtby an Otay Mesa developer. The jury returned a verdict of $94.5 millionin favor of the
plaintiff. Subsequent motion for a new trial resulted in a reductionof the verdict to $65.3 million.
However, interest is accruing and is already valued at $26.5 million. The case is presently on
appeal. The City'sexposure couldrange from$0-125 million.

Glickmanv. C_ of San Dieqo.
This is a challengeto the City's red lightphotoenforcementprogram. No trialdate has been set. If
plaintiffsprevail, they will seek reimbursementto all drivers who paid traffic fines resultingfrom
ticketsissuedpursuantto the red lightenforcementprogram. The total of that reimbursement could
be$4-5 million.

19. THIRD PARTY DEBT

The City has authorized the issuanceof certain bonds, in its name, to providetax exempt status
because it perceives a substantialpublicbenefitwill I_=achieved through the use of the proceeds.
The City has also authorized Section 108 loans from the Department of Housing and Urban
Development. The followingdescribesthe varioustyl_:Sof suchthirdparty debt:

Mort,qa,qeand Revenue Bonds

SingleFamily Mortgage Revenue Bondshave been is_uedto provide funds to purchase mortgage
loanssecured by first trust deeds on newlyconstructedand existingsingle-familyresidences. The
purposeof this program is to provide low interestrate home mortgage loans to personsof low or
moderate income who are unable to qualifyfor conwentionalmortgages at market rates. Multi-
Family Housing Revenue Bonds are issued to provide constructionand permanent financing to
developersof multi-family residential rental projectslocated in the City to be partiallyoccupied by
personsof lowor moderate income.

IndustrialDevelopmentRevenue Bonds

IndustrialDevelopmentRevenue Bonds have been is:suedto providefinancial assistance for the
acquisition,construction, and installationof facilitiesfor industrial,commercial or businesspurposes
to mutuallybenefitthe citizensof the City of San Diego.

1911 Act SpecialAssessment Bonds

1911 Act Special Assessment Bonds have been issued to provide funds for the constructionor
acquisitionof public improvements, and/or the acquisitionof property for publicpurposes, for the
benefit of particularproperty holders withinthe City. Each bond is secured by a lien on a specific
piece of property.

As of June 30, 2002, the statusof all thirdpartybondsi=ssuedisas follows(in thousands):

Issued Outstanding
MortgageRevenue $ 505,501 $ 498,836
IndustrialDevelopmentRevenue 345,805 341,796
1911 Act SpecialAssessment 184 69

Totals $ 851.490 $ 840.701
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19. THIRD PARTY DEBT (Continued)

These bonds do not constitutean indebtednessof the City. The bonds are payable solely from
payments made on and securedby a pledge of the acquiredmortgage loans, certain funds and
othermonies held for the benefitof the bondholderspursuantto the bond indentures,propertyliens
and other loans. In the opinionof Cityofficials,these bondsare not payablefrom any revenues or
assetsof the City, and neitherthe fullfaithandcreditforthe taxing authorityof the City, the state, or
any politicalsubdivisionthereof is obligatedto the paymentof principalor intereston the bonds. In
essence, the City is acting as an agent for the propertyowners/bondholders in collecting and
forwardingthe funds. Accordingly,no liability has been recorded in the City's Government-Wide
Statement of Net Assets.

20. CLOSURE AND POSTCLOSURE CARE COST

State and federal lawsand regulationsrequirethat the Cityof San Diego place a final cover on its
Miramar landfillsitewhen itstopsacceptingwasteand performcertain maintenance and monitoring
functionsat the site for thirtyyears after closure. Althoughclosure and postclosurecare costs will
be paid only near or after the date thatthe landfillstopsacceptingwaste, the City reportsa portion
of these closure and postclosurecare costs as an operating expense in each period based on
landfillcapacity used as of each balancesheetdate.

The $I0,821,000 reported as landfill closure and postclosurecare liability at June 30, 2002
represents the cumulativeamount reportedto date based on the use of 63.8% of the estimated
capacity of the landfill.

The City willrecognize the remainingestimatedcost of closureand postclosurecare of $6,157,512
as the remainingestimatedcapacity is filled. These amountsare based on what it would cost to
perform all closure and postclosurecare in 1999. The City expects to close the landfillin the year
2003. Actual cost may be higherdueto inflation,changes intechnology,orchanges in regulations.

The City is required by state and federal laws and regulationsto make annual contributionsto
finance closure and postclosurecare. The City is in compliancewith these requirements, and, at
June 30, 2002 cash or equity in pooled cash and investments of $22,748,000 is held for this
purpose. -This is reportedas restrictedassetson the balance sheet. The City expects that future
inflationcostswill be paid frominterestearningson these annual contributions.However, if interest
earnings are inadequate or additional postclosurecare requirements are determined (due to
changes intechnologyor applicablelaws or regulations,for example), these costs may need to be
covered by chargesto future landfillusers or fromother sources

Cityof San Dieqo and San Die,qoData Processin,qCorporation

In September 1979, the San Diego Data Processing Corporation (SDDPC) entered into an
operatingagreement with the City. Underthe terms of the agreement, as amended, SDDPC has
agreed to provide data processingand servicesneeded to support the operational and planning
requirementsof the City.

The rates charged for the variousservices are subjectto adjustmenteach fiscal year. Included in
data processingservices revenuefor the year ended June 30, 2002 and 2001 are approximately
$27,404,299 and$24,475,142, respectively,of revenue earned from the Cityunder this agreement.
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21. OPERATING AGREEMENTS

The operating agreement also requires SDDPC to purchase computer equipment, computer
maintenance,various contractualservices and other reimbursedexpenses as a part of the service
it providesto the City. The City then reimburses SDDPC the costs associatedwith these expenses.
Such transactionsare not consideredto be revenuesand expenses of SDDPC and are excluded
from its statements of revenues, expenses and members' equity. The amount of these
expenditures for the years ended June 30, 2002 and 2001 were approximately$27,404,299 and
$24,475,142, respectively. SDDPC earned $1,193,099 and $1,492,806 in general and
administrativefees from suchtransactionsfor year ended June 30, 2002 and 2001, respectively.

The operating agreement was amended during fiscal 1988 to have SDDPC provideand operate
telecommunicationsservices for the City. The rates for the various services are subject to
adjustmenteach fiscalyear.

San DicqoGeoqraphical InformationSystem

In FiscalYear 1998, a t'n/e-yearservices agreement wasfinalized betweenSDDPC and SANGIS.

Included in SDDPC's data processing services revenue are the following amounts relating to
SANGIS forthe yearsended June 30, 2002 and 2001, respectively:

2002 2001

City

Complete financial statements for each of the individualcomponentunits may be obtainedfrom the
City Auditorand Comptroller'soffice.

AutomatedReqionalJusticeInformationSystem

On October 22, 2001, SDDPC renewed its fiscal year 2002 agreement with a joint powers agency
knownas the Automated RegionalJustice InformationSystem ("ARJIS') whose main purpose is to
pursue developmentof computerizedlaw enforcementsystemsin the region. The fiscalyear 2003
agreementwas signedon August30, 2002.

Under the agreement, SDDPC is to providedata processingservices to ARJIS at rates which, on
an annual basis, are equivalentto those chargedto other governmentalentity clients. Included in
SDDPC's data processingservices revenue isapproxinlately$3,152,150 and $2,788,516 relatingto
ARJIS for theyears ended June 30, 2002 and 2001, re.,;pectively.

State of California

During fiscal year 2001, the SDDPC entered into an agreement with the State of California
Department of InformationTechnology to provide data processingservices. The SDDPC's data
processingservicesrevenuefor the year ended June 30, 2002 was approximately$75,603.
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21. OPERATING AGREEMENTS (Continued)

San DiegoMedical ServicesEnterprise,LLC

On July 1, 1997, the City entered into an operatingagreement with San Diego Medical Services
Enterprise, LLC (=SDMSE_) to provide emergency medical services and emergency medical
transportationservices.

Underthe agreement the City paid SDMSE $650,000 and SDMSE paid the City$22,000.

Duringthe year, SDMSE made a $1,000,000 profitdistributionto its partners, $500,000 to the City
and $500,00 to Rural Metro of San Diego, Inc.

22. RESTATEMENT OF BEGINNING BALANCES

As a result of changes in accountingpolicies and implementationof GASB No. 34, the fund
statements, fund balances, retained earnings, and net assets as of June 30, 2001 have been
restated as follows(in thousands):

Special Debt Capital Internal
Revenue Service Projects Water Service Fiduciary

Funds Funds Funds Utility Funds Funds
Fund balances/net
assets,June 30,
2001, as previously
reported $231,619 $176,001 $496,929 $946,009 $16,778 $2,999,449

Reclassification

/Adjustments 22,516 (51,620) (87,379) 4,137 (11,617) (2,532)

Fund balances/net
assets, June 30,
2001, as restated _ _ $409.£__ $950:146 $ 5:161

23. SUBSEQUENT EVENTS

On July 1, 2002 the City issued $93,200,000 fiscal-year 2002-2003 Tax AnticipationNotes Series
A.

On August1, 2002, the City paid off the$73,000,000 fiscal-year2001-2002 Tax AnticipationNotes.

On October 24, 2002, the Public Facilities Financing Authority issued $286,945,000 of
SubordinatedWater Revenue Bondsto financethe upgradeand expansionof the infrastructureof
the Water System of the City of San Diego. The Series 2002 Bonds are secured by and payable
solely from net system revenuesof the Water Utility Fund. The interest rate on the bonds range
from 2.00 - 5.00 percentand the maturitydate is August1, 2032.
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TRUST AND AGENCY FUNDS
PENSION TRUST FUNDS

CITY EMPLOYEES' RETIREMENT SYSTEM
REQUIRED SUPPLEMENTARY INFORMATION - AN._J.YSISOF FUNDING PROGRESS

LAST SIX FISCAL YEARS

(IN THOUSANDS)

Actuarial
Actuarial Accrued Unfunded UAALas a

Actuarial Value of Liability(AAt.) AAL Funded Covered Percentageof
Valuation Assets PUC (UAAL) Ratio Payroll Covered Payroll

Date (a) (b) (b- a) (_) , (c) ((b- ayc)

6/30/96 $1,553,283 $1,682,605 $129,322 92.31% $388,646 33.28%
6/30/97 1,716,872 1,822,432 105,560 94.21% 408,106 25.87%
6/30/98 1,950,158 2,061,301 111,143 94.61% 425,707 26.11%
6/30/99 2,143,463 2,271,356 127,893 94.37% 454,551 28.14%
6/30/00 2,592,998 2,625,934 32,936 98.75% 479,123 6.87%
6/30/01 2,670,923 2,932,664 261,741 91.07% 518,289 50.50%
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GENERAL FUND

The General Fund is the chief operatingfundof the City. It _sused to account for all financial resources
except those requiredto be accountedfor in another fund.

General Fund revenues are derived from such sources as: Taxes; Licenses and Permits; Fines,
Forfeitures,and Penalties;Use of Moneyand Property;Aid from Other GovemmentalAgencies; Charges
for CurrentServices;andOther Revenue.

Current expendituresand encumbrancesare classified by the functions of:. General Government and
Support; Public Safety-Police; Public Safety-Fire and Life Safety;, Parks, Recreation, Culture and
Leisure;Transportation;Sanitationand Health; NeighborhoodServices; and Intereston Long-Term Debt.
Appropriationsare madefrom the fund annually.
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GENERAL FUND

CITY OF SAN DIEGO

SCHEDULE OF REVENUE AND TRANSFERS

BUDGET AND ACTUAL (BUDGETARY BASIS)
Year Ended June 3_, 2002

0" Tm_mmms)

AdJummmt Actad

to Budl_lry Vm wlth FNiSudg_a_ Find B.dget PoOh're

PROPERTY TAXES

On* Pement Prope_ Tax AJ_ocat_n.............................................................. $ $ $ $ 169.444 S (169.444)
Current Year * Secured ...................................................................................... 143,231 143.231 143,231

Current YN.r ,_,m,J=ten'_nt_- Secured ........................................................... 7.038 7.038 7,038

Cummt Year- Unsecured ................................................................................. 7,862 7.862 7,862

Homeowne,m'_m,rnl_,ons - Secured ................................................................. 2.655 2.655 2.655

Homeownem"Exomp_n4 - Uns_ured ..................................... :..................... 2 2 2
Prior Years'- S4_zr_l ....................................................................................... 3.349 3.349 3,349

prior Years'- Un_ured ................................................................................. (63) (63) (59)

Intereet and Pem_4m on Delmouerd Taxe4 ..................................................... 516 516 516

E_ " S_ _ ............................................................................................ 211 211 211

Other PropertV Tlxer, ......................................................................................... 1.048 1,048 1,048

StMe Secured Unitary ........................................................................................ 3t723 3t723 3,723

TOTAL PROPERTY TAXES ................. 169,976 159,976 16_.444 532

SALES TAXES., 139,197 13_.197 141.672 {2,475)

OTHER LOCAL TAXES

Franchie_ ....................................................................................... 58.239 56.239 45,519 10,720

Property TraJ1_er Tax ......................................................................... 7,034 7.034 5.614 1,420

Tr_enl Oc_Jz_n cy Tax ................................. :................................... 52,143 52,143 611921 (91778}

TOTAL OTHER LOCAL TAXES .................. 175.416 115.416 113,054 2,362

LICENSES AND PERMITS

Genel'ld Summms L_mles ............................................................................... 5.292 5.292 5.071 221
R_n_e Cor_cbon B_m _ ................................................................ 1.$04 1.604 "I,586 38

Other Regub_tor'vBu4me_, _ ................................................................ 2,.3@0 2.390 1,857 533

Rental Unit Tax ................................................................................................... 4.900 4,900 5.405 (505)

Perking Meter Revlmue ...................................................................................... 5 ._ 1 5._ 1 5,1 _
Sl_'ealand Curb Pen-nb ..................................................................................... 66 _ 53, 13

O_er _ and permits .............................................................................. 2.309 2.3C_ 2=273 36

TOTAL _SES AND I=IERMfTS.......... 22,062 o"_.062 21,397 6£_

FINES, FORFEITURES AND PENALTIES

CIllifor_l Vet-,icJeCode Violall_,ll .................................................................... 22.304 22.304 28,984 (6,680)

Omer City Ordinance Code Vio_r,s ............................................................... 1,_45 1.945 1.450 495
Other C.alifomill S,_rv Violadlon_t............................................. .................... _ 1 1

TOTAL FINES" FO_FE_S AND PENALTIES ............................. 2'4"2S0 24"2"50 30"434 f6.184")

REVENUE FROM USE OF MONEY AND PROPERTY
thter_t on Inwmf_nents ...................................................................................... 7+874 1.1_2 8,986 9.395 (409)
_41)bo4zPerk R_mtsamd _ ................................................................. 589 _ 440 149
Misslon Bay Park Rents and C,oncem_ions......................................................... 20.B06 20.808 19.065 1,723
Torrey Pines Golf Coch-eaRer_ and _ ........................................... - + 't20 (120}
Other l_mts and _ns ............................... ............................................ 5,426 5.426 5.031 395

TOTAL REVENUE FROM USE OF MONEY AND PROPERTY ....... 34.697 1,112 38,809 34.071 1.738

REVENUE FROM FEDERAL AGENCIES

Revenue from Feden_l A_enc_ .................................................................. 1_931 1 931 850 1.061

Cont:_uedon Next Page
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GENERAL FUND

CITY OF SAN DIEGO

SCHEDULE OF REVENUE AND TRAIqlSFERS

BUDGET AND ACTUAL (BUDGETARY BASIS)
Year Ended June 30, 2002

(In Thousands}

Adjumlm,_,ecrt Actual

on Vad4m¢im_ F'mna_

B_K_aUe'y Budgetacy F_ Budget Poew_
AmUu_m e,,_ _ Budm¢ (Nem,t_)

REVENUE FROM OTHER AGENCIES

Stale Molor Yl_Je _ Fm ......................................................... $ 69.866 $ $ 69.866 $ 70.311 $ (445)
Off-Hi_lhwayMo_x V_dcle _ Fe_m ................................................ 29 29 29
Local Rel_f ...................................................................................... 5.393 5.393 6.023 (630)
Tob_m_ Reverter# .............................................................................. 11,758 11.758 11,758
S_Grm ..................................................................................... 981 981 86B 113

TOTAL REVENUE FROM OTHER AGENCIES .................. 88,027 88,027 77,202 10.825

CHARGES FOR CURRENT SERVICES

Admin_tatJve S_vicN k>Oth_ A_4ww,e8 ........................................................ 138 138 40 98
CemetarV Revenue .......................................................................................... 692 692 589 10_,

Er,_ineerind Servicea ......................................................................................... 397 397 696 (299)
Fire Setv_e ..................................................................................................... 12,263 12.263 12,116 147
Golf Course Revenue ....................................................................................... 210 210 180 30
U?oraryRevenue ............................................................................................... 1,932 1,932 1,602 330
Miscel_neous Recr_ Rewmue ................................................................. 2,225 2,225 2,032 193
O@terSen_ce8 .................................................................................................... 1.111' 1.117 938 179
P_ra_ Ser_ ........................................................................................... 187 187 185 2
Planning and _ Filind Fees ........................................................... 11g 119 257 (138)
Poli_ S,m,k>_ ................................................................................................... 3,398 3.396 3,098 300
SwNnmind Pools Revenue ................................................................................ 1.,545 1.548 1,256 2_
Servic_ Rer,dered to O_P.erFunds for:.

General Government lind Fimmcml ........................................................... 35.298 35.298 33,770 1.528
Engimmring ................................................................................................... 19,914 19.914 17260 2.654
Park Dee_n ................................................................................................ 1,932 1.932 1,611 321
Ivlisoelaneou_.Ser_ ................................................................................ 6,F:,66 8,566 8.225 341

TOTAL CHARGES FOR CURRENT SERVICES ........................ 89,936 89.936 83,855 6.081

OTHER REVENUE

O_ler Refurtde of Prior years' Ex!_nd_r_ ...................................................... 1,207 1,207 3162 845
R_paim _ D_ Recoveries ..................................................................... 2_8 288 78 210
Sale of P_lOniJ F_ ................................................................................... _ 508 381 127

Misceltaneo_s Revenue ...................................................................................... 1.288 1.288 2 027 (739)

TOTAL OTHER REVENUE ........................................ 3.2@1 3,291 2,848 443

EXCESS REVENUE APPROPt;BATED .................. 2.666 (2.666)

TOTAL REVENUES .................................................... 688.783 1,112 689,895 677,493 12.402

TRANSFERS FROM PROPRIETARY FUNDS
Enterprise Funds:

San Dm_o Data _ _ ....................................... 500 500 500
City of San _:

Goff Course ........................................................................... 1260 1,280 1.2:80
Developmont .,,S_'vs¢4m.............................................................. 1 (1)
Recyl_r_ .............................................................................. 23 23 23
S4w_ U_l_ty........................................................................ 370 370 370
_INal_" U_ .......................................................................... 181 181 181

Internal ,Senrice Fund_:
C_ of San D_go:

Cm'dml Gar_ end Madrdr:_,Shop .............................................. 40 40 65 (25)
PrintShop .......................................................................... 1 1
SOec_dEngim_-in_ Fund ..................................................... 14 14 14

TOTAL TRANSFERS FROM

PROPRIETARY FUNDS .................................................... 2.409 2,409 2,435 (26)
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GENERAL FUND

CITY OF SAN DIEGO
S(,3eEDULEOF REVENUE AND TPJdNSFERS

BUOGET ANO ACTUAL (BUDGETARY BASIS)
Year Ended June 30. 2002

(In Thousands)

A_ju_NJ_mnt Aotm@
to on Variancew_thFinal

B,_Jgetafy Budgetary Final BedeetPo_ve

TRANSFERSFROMOTHERFUNOS
Spe¢lllRe_tnueFund=:

R=levek_memA_mcV..............................................................................S $ S S $
C_yofS.n D_o:

SpecialC_mTaxSn_ Improven_mt................................................... 3.469 3.48g 4.738 (1_69)
S_oe_Dlvildcn4(_ns ................................................................... 89 8g 89
Tratl_entq_ Tax ....................................................................... 11.023 11,023 20.g68 (g.945)
Otto, Sr_dalRovonuo_ud_e_M......................................................... 5.034 5.034 6.034 (1+000)
01_ Spe¢_lRevenue4Jnbudget_...................................................... 3,411 3,411 3,911 (500)

C4tLOJt41lPm_ Funde:
Cityd SanOloeo:

OtherCoels_-llon................................................................................. 4,10g 4.109 4.067 42
PermanentFunds:

C_ Pe_ .................................................................... 416 416 350 66

TOTALTRANSFERSFR04IOTHERFUNDS........... 27.551 27,551 40.157 _12,6061

T_RS FROMCOMPONENTUNIT

PROCEEDSFROMCAPITALLEASES

F%_c4md_fromCapitalL$1e_ .............................................................. 1,916 (Itg16p

TOTALREVENUEANDTRANSFERS................... $ 720.681 $ I8041 $ 719.877 $ 720.107 $ 12301
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GENERAL FUND
CITY OF SAN DIEGO

SCHEDULE OF EXPE]I_ITURES ANOTRANSFERS

BUDGET AND ACTUAL (BUDGETARY BASIS)
June 30. 2002

(In Thousands)

Cummt Year

ent Actual Variance with
to on Final I_

Budg_ry Buclgetary Rna| Positive

GENERAL GOVERNMENT AND SUPPORT

Mayor
Sa_a_i_sand Wages ....................................................... $ 1.718 $ $ 1.718 $ 1.822 $ 104
NomPetscmnel................. : ........................................... 708 11 719 719

"TotalMayor ....................................................................... 2,426 11 2.437 2,541 104

C_ty_ Dis_t _
Salariesand Wages ...................................................... 485 485 487 2
Non-Personnel............................................................. 207 18 225 225

Total"Ck'y_ District1 ................................................... 692 18 710 712 2

C.4tyCOuncilDiS'riOt2
S_lade_and Wages ...................................................... 496 496 4_7 1
Non-P_ne{ ............................................................. 205 6 211 211

Tot_ C_tyC_,oundlDistrict2 ................................................... 701 6 707 708 I

Ccx_nc_ll:)isltict3
Salariesand Wages ...................................................... 469 4_ 479 10
Non-Personnel............................................................. 215 1 216 216

Total CityCouncilDistrict3 ................................................... 684 1 685 695 10

C_ Couno_[::_st)'ict4
Salariesand Wages ...................................................... 493 493 522 29
Non-Personnel............................................................. 194 2 1_ 209 13

To_talCityC.(x,mcilDistrict4 ................................................... 687 2 689 731 42

Salariesand Wages ...................................................... 434 434 486 52
Non-Pemonnel............................................................. 190 2 192 19"2

Total CityCouncilDistrict5 ................. .'................................. 624 2 626 678 52

C_tyCo,u_,",']DisVict6
Sa_ar_s and Wages ....................................................... 418 418 446 28
Non-Personne_............................................................. 226 4 230 23O

Total C,_yCouncilDis_n_6 ................................................... 644 4 648 676 28

City Counc__ 7
Salaries and Wages ...................................................... 459 459 481 22
N_e_ ............................................................. 247 16 263 263

TotalCity CouncilDistr'z_t7 ................................................... 706 16 722 744 22

CityCounci_District8
Salaries m,_lWages ....................................................... 511 511 522 1'1
Non-Personn_ ............................................................. 234 1 235 235

TotalCity Cotm_ Dis_ct 8 ................................................... 745 t 746 757 11

CouncilAdn'_it_straE,on

_ _ _ W_ ...................................................... 378 378 390 12
Non-.Pemonne_............................................................. 217 9 226 253 27

Total CocmcilAdministr_on .................................................. 595 9 604 643 39

c_,_o,.ney
Salaries and Wages ...................................................... 1_.638 19,63,8 19.807 169
Non--Pe_onnel............................................................. 8,103 67 8,170 8,170

Total CityAttorney .............................................................. 27,741 67 27.808 27,977 169
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Prior Ye_ Total

Adjustment Actual Variance with Adjustment Actual Variance ,with
to on Final Bixlget to on Final Budget

B,_k_ary _ Finat _ _ SuQB_=_ Fi.aJ Positive
Actuat _ Buls Bu_e (Nqa_,_) ActmJ Basis Buls eedeet (Negative)

$ $ $ - $ $ $ 1,718 $ $ 1,718 $ 1,822 $ 104
8 8 16 8 716 11 727 735 8

8 8 16 8 2r434 11 2,445 2.557 112

485 485 487 2
- 1 I 207 18 225 226 1

1 1 692 18 710 713 3

- 496 496 497 1
4 - 4 4 209 6 215 215 -
4 4 4 705 6 7tl 712 1

- 469 469 479 10
5 5 5 220 1 221 221 -
5 5 5 689 1 69O 700 10

- 493 493 522 29
1 1 2 2 195 3 198 211 13
1 1 2 2 688 3 691 733 42

434 434 486 52
1 1 1go 2 192 193 1
1 1 624 2 626 679 53

418 418 446 28
1 1 226 4 230 231 1
1 1 644 4 648 677 29

459 45_ 481 22
1 1 247 16 263 264 1
1 1 706 16 722 745 23

511 511 522 11
1 1 1 235 1 236 236 -

1 , - 1 1 746 1 747 758 11

378 378 390 12
217 9 226 253 27
595 9 604 643 39

19.638 19,638 19,807 169

111 8 119 239 120 8,214 75 8,289 8,409 120
111 8 119 239 120 27,852 75 27.927 28.216 289

Con_uedo_NexlPBge

35



GENERAL FUND
CITY OF SAN DIEGO

SCHEDULE OF EXPENDITURES AND TRANSFERS

BUDGETAND ACTUAL (BUOGETARY BASIS)
Jume 30, 2_2
pn Thouunds)

Cummt Year

Adjustment Actual Variance with
to on Final Budg_

Bud_,y Budg_a_ Final F'ostUve

Actual Basis Basis Bu(_/et (Negative)
CCorr_nu_):

C_ _or _xJ Comment
S_aries and Wages ....................................................... $ 5.620 $ 3 $ 5.623 $ 5255 $ 132
_n_ ............................................................. 2,20g 3 2,212 2.235 23

T0_¢ City Auddor and Completer .......................................... 7.829 6 7.835 7,990 155

c_c_
Sala.desand Wages ....................................................... 1,g47 1,947 1,998 51
Noct-Pe_onnel ............................................................. 1.23,8 43 1,281 1.391 110

Total Cay Clerk ................................................................... 3.185 43 3.228 3,389 161

c_,Manager
Salan(_ and Wages ....................................................... 277 277 277
N_ .............................................................. 110 110 111 1

Total City Manager .............................................................. 387 387 3,8,8 1

F_ngineennga_ _t Pro_t, - Ad_
Salariesand Wages ...................................................... 1,011 1.011 1270 2.59
Non-Pettormed............................................................. 473 19 492 5.22 30

Total _n,g and Capital _ - _ ............. I r484 19 1,503 1,'t9_ 289

Fk_d
Salaries and Wages ....................................................... 7,000 7.000 7,018 18

NomPer_tmt_ ............................................................. 3,0_B 101 3,169 3 170_ 1
Tolal Field Eng_neehng........................................................ 10,068 101 10,1_9 10,188 lg

PublicBuildings & Parks
Salariesand Wages ...................................................... 2.182 2.182 2.264 82
NomPersonn_ ............................................................. g84 9_4 1,063 7¢3

Total Pubftc B_ld_ngs& Parks ............................................... 3,166 3_166 3.327 161

Equ= O_pom_'y ConVac0ng
Salades and Wages ....................................................... 1235 1,235 1236 1
No_-Personn_ ............................................................. 562 8g 651 791 140

TotalEqual Oppodunity Contracting....................................... 1,7_7 8g 1_8_ 2,027 141

Budgetand Management
Salaries and Wages ....................................................... 1.72g 1,72g 1,729
No_Personr_ ............................................................. 882 882 884 2

Total B_dget and _ Services ................................. 2,611 2,611 2.613 2

CityTrea_ur_
Salaries m',dWages ....................................................... 3,156 3,156 3,1.56
Non-Personne_............................................................. 3,03_ 117 3.155 3.155

Tot_ City Tr'e_ur_r's .......................................................... 6,194 117 6,311 6.311

R_ Semces
SaMritm and Wages ....................................................... 882 882 1.0B1 199
Non-Per*oonmd............................................................. 403 1 4,04 437 33

Tota_FinacmingServices ...................................................... 1285 1 1,286 1,518 232

General _ - Aclm_on

Salariesand Wages ....................................................... 496 496 496
Nom.P(_'m_l ............................................................. 219 6 225 227 2

Total C._rtera[_ -Adndflistrat:io_................................... 715 6 721 723 2
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I_ .Yelr Tolil

Adjustment Actual Variance with Adju4Unent Actual Variance with
to on Final Budget to on Final Budget

Buclgeta_r BtKIgetaw Final Positive Budgeta_, Budgetar/ Final Pox'bye

_¢t.e aa=_ sam S.d_ (Nem,U_) _ S=_= _ S.d_t (Nero,ave)

$ S $ S $ $ 5,620 $ 3 $ 5.623 $ 5.755 $ 132
23 9 32 32 2_32 12 2,244 2.267 23
23 9 32 32 7,852 15 7,867 8.022 155

1,947 1,947 1,998 51
1 - 1 31 30 1,239 43 1,282 1.422 140
1 1 31 30 3,186 43 3,229 3.420 191

277 277 2?7
110 110 111 1
387 387 388 1

1,011 1,nll 1,270 259
1 1 1 474 1g 493 523 30
I 1 1 1,485 19 1.504 1,79_ 288

7,000 7,000 7,018 18
358 8 366 366 3,426 109 3.535 3,536 1
358 8 366 366 10,426 109 10.535 10,554 19

2.182 2,182 2,264 82

4 4 6 2 988, 988 1,069 81
4 4 6 2 3,170 3.170 3,333 163

1,235 _.235 1,236 1
2 2 2 564 89 653 793 140
2 2 2 1.799 89 1.888 2,029 141

1,729 1,729 1,729
17 27 44 44 899 27 926 928 2
17 27 44 44 2.628 27 2.655 2.657 2

3.156 3,156 3,156

229 2 231 234 3 3_7 119 3,386 3.389 3
229 2 231 234 3 6,423 119 6.542 6.545 3

882 882 1,081 199
1 1 41 40 404 1 405 478 73
1 1 41 40 1.286 1 1,287 1,559 272

496 496 496
219 6 225 227 2
715 6 721 723 2

Con_ue¢_onNe_ Pl_e
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GENERAL FUND
CffY OF SAN DIEGO

SCHEDULE OF EXPENDITURES AND TRANSFERS

I_IOGET AND ACTUAL (BUDGETARY BASIS)
June 30, 2002

(inThousands)

Cummt Yw

AdJultml_rlt Actual Variance with

to on Final Budget
S.dmm.-/ S.dpt.,y F._

Acid Basis Bas_ Budget (Negate)
Depa_0_n_(C_Jnued):

Fac/lles Maint_ance

SaJsdesand Wages ....................................................... $ 7.185 $ $ 7,185 $ 7,590 $ 405
Nloc-Persocr_ ............................................................. 9r847 528 10,375 10,375

Total Facies Ma_ntenan_ .................................................. 17_0_, 528 17.560 17.965 405

P.rc_s_
Sa_rk_ andWages ....................................................... 1,029 1,(_9 1.191 162
_k_n_ ............................................................. 572 16 588 588

Total Purchaskzg ................................................................. 1.601 16 1.617 1,779 162

Storm Water

Salariesand Wages ....................................................... 993 993 1.254 261
.............................................................. 968 255 1.223 1.229 6

Total Storm Water ............................................................... 1,961 255 2.216 2.483 267

mformaZk_ Technology and Comrnunicat_ns

Sa_de_ and Wages ....................................................... 2,715 2,715 2.811 96
Noo_erzorm_ .............................................................. 1,676 177 1,853 1,894 41

Total Ir_t_on Technology and Cornr;z_aticcs ................... 4._1 177 4,568 4,705 137

Govemrnect_ Re_t_s

Saladesar_ W_ges ....................................................... 264 264 2_0 16
.............................................................. 44.6 11 457 496 39

TotalGovernmentalRe/al_,s ............................................... 710 11 721 776 55

HumanResources

Salaries and Wage_ ....................................................... 516 516 517 1
Noc_ ............................................................. 195 195 200 5

Total Human_ ...................................................... 711 711 717 6

Orgar_or_ Effec_veness
and Wa_3es....................................................... 392 392 393 1

Not-Personnel ............................................................. 181 1 182 203 21
Total O_t_ocal _ _ ............................. 573 1 574 _ 22

P_

Salaries and Wages ....................................................... 3,357 3,357 " 3,406 49

_e_"_onnel ............................................................. 1.,1_4 '179. 2,073 2,105 32
Total Personr_ .................................................................. 5,251 179 5.430 5,511 81

Public and Media Affairs

Salaries and Wages ....................................................... 305 305 :305
N_er'sonn_ ............................................................. 16t) 1 170 216 46

Total R._i¢ and Media Affairs ............................................... 474 1 475 521 46

Re_l Estate Assets

S.a_ries andWages ....................................................... 2._S7 2.557 2.844 287
............................................................. 1.205 16 1.221 1.341 120

Total l_l _e Assets...................................................... 3.'7'62 16 3.778 4.185 407

spec_a,
Sa_.adesandWages ........................................................ 1.372 1.372 1.472 100
Non-Persoc,1_............................................................. 617 617 617

Total SpecialProjects .......................................................... 1.989 1.969 2.069 100

Total Depaxlx'necta!................................................................... 113.421 1,;'03_ 115.124 118.45,5 3.331
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PHor Year ¥otad

AdjmrJment Actual Variance with Adjustme_ Actual Va_,mca with
to on Final Budget to on Final Bodg_

Budgeta_ Budgetary Final Positive Budgetary Buclgetary Final Posibve

Act_ nasJs Ba_ n._e_ . (Ne_Jve) _ n,l,SJs _ Budget (Ne_m_)

$ $ - $ $ $ $ 7.185 $ $ 7,185 $ 7,560 $ 405
437 115 552 567 15 10,284 643 10.927 10.942 15
437 115 552 567 1,5 17,469 643 18.112 18,532 420

1,029 1,029 1,191 _62
15 7 22 23 1 587 23 610 611 1

15 7 22 23 t lf616 23 1,639 1,802 163

993 993 1,254 261
g68 255 1,223 1,229 6

1,961 255 2.216 2.483 267

2,715 2,715 2,811 96
88 28 116 146 30 1,764 205 1._9 2,040 71
88 28 116 146 30 4,479 205 4,684 4,.851 167

264 264 2_0 16
446 11 457 496 39
710 11 721 776 55

516 516 517 1
- 195 195 200 5

711 711 717 6

392 392 393 1
- 181 1 182 203 21
- 573 1 574 596 22

3,357 3,357 3,406 49

33 ,- 33 127 94 1.927 179 2 106 2.232 126
33 33 127 94 5.284 179 5,463 5,638 175

305 305 305
- 169 I 170 216 46
- - 474 1 475 521 46

2,557 2,557 2,844 287
1 1 2 56 54 1,206 17 1,223 1.397 174
1 1 2 56 54 3,763 17 3.780 4.241 461

1,372 1.372 1,472 100
1 12 13 13 618 12 630 630

, 1 ,'1,2. 13 13 . ,:-,. 1,990 12 2,002 2,102 100

1.341 218 1,559 1,960 401 114,762 1.921 116,683 120,415 3,732

Con_nuedon NextPage
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GENERAL FUND
CITY OF SAN OlEGO

SCHEDULE OF EXPENDITURES AND TRANSFERS

BUDGET AND ACTUAL (m._ARY
June 30, 2_2

(In Thousand)

Current Year

Adjustn_mt Actual Variance with

to on Final Budget
Budgetary Bucl_tm_r Final Po_tve

Act_ a=_ a=._= Budget (Neg_ve)
Progr_n:

Asses=_ts to Pubic Prope_y

Non-Pemocm_.............................................................. $ 210 $ 10._ $ 220 .$ 260 $ 40

.............................................................. 227 62 289 289 -

_on
Non-P(='sonnel............................................................. 200 200 200

_ Perscx_Prop_O=_e
Non-Pefsor_ ............................................................. 4 4 1'L 7

F_.xce_l _ Pay

Salarie6 and Wages ....................................................... 42 42
Non-Pemonr_ .............................................................. 15 15

Total_ _ Pay ........................................ 57 57

FellowshipProgram

Salariesand Wages .......................................................20 20 20
Non..Personn_.............................................................37 37 64 27

To_ FellowshipProgram.....................................................57 57 84 27

FinancialAccour'd_g Systems

,Salades and Waoes ....................................................... 60 60 60
Non-P_ ............................................................. 647 647 647

Total FinancialAccountingSystems ........................................ 707 _.._2_ , . 707 707

Genera4Government Printing

Non-Pe_onne_ ............................................................. 64 10 74 95 21

Independent Audit

Non-Pemonne_.............................................................I g 61 80 80

Insurance

Non-Personnel.............................................................631 10 641 6,49 8

Lat:x_Relations

Sa]aties_J Wages .......................................................74 74 79 5
Non-Pemonnel.............................................................39 39 48 9

To_d l.ab_" _Wt_oms ...........................................................113 113 127 14

Manage,'nent_ Plan

Non-Personnel.............................................................291 10 301 304 3
TotalManagement _tio_ Ran ...................................291 10 301 304 3

4O



Prior Ymw 'iotal

Adjustment Actual Variance wtth Adjustment Actual Variance with
to on F'ml Budget to on Final Budget

Budgetary Budgetary Final _ Budgetary Budgetary Final Posith_

$ $ $ - $ $ $ 210 $ 10 $ 220 $ 260 S 40

31 31 31 227 93 320 320

2OO 200 20O

4 4 11 7

- 42 42
- 15 15
- 57 57

- 20 20 20
- 37 37 64 27

57 57 84 27

6O 6O 6O
647 647 647
707 707 707

64 10 74 95 21

15 110 125 125 34 171 205 205

76 76 76 631 86 717 725 8

74 74 79 5
39 39 48 9

113 113 127 14

291 10 301 304 3
291 10 301 304 3

Con_nuedonNextPage

41



GENERAL FUND

CITY OF SAN DIEGO
SCHEDULE OF EXPENDmJRES AND TRANSFERS

BUDGET AND ACTUAL (BUDGETARY BA._,_)
June 30, 20_2

(In _)

C*m'm_l Y(_mw

Adjtmlbr_nt Actual VarianCe with

to on Fired
Bud_y Budgetary F_eai Positive

Actual Basis Basis Budget (Negative)
Departmental (Con_u_):

Membe_k0s

Non-Personnel ............................................................. $ 522 $ 10 $ 532 $ 549 $ 17

Murdcipal

Non-Personnel ............................................................. 21 21 21

_Tax_

Non-Pemonne4............................................................. 1.578 10 1,588 1,747 159

PubScWodcsProjec_
Sa_ries and Wages ....................................................... 360 360 360

Non.-Persocme(.............................................................. 397 186 583 2,083 1,500

TotalPublic Works Projects .................................................. 757 186 943 . 2 443 1,500

Random Drug Tes_ng

Salaries andWages ....................................................... 11 11 43 32
Non-Pets_nel ............................................................. 76 37 113 123 10

Total Random Drug Testing .................................................. 87 37 124 166 42

,.s_ Pay
Non-Personn_ ............................................................. 1 I

Training
,Saklriesar<l Wages ....................................................... 11 11 11

Non.-Pe_onr_ ............................................................. 25 10 35 37 2
Total Training..................................................................... 36 10 46 48 2

Trave_Contingency
Non-Personnel ............................................................. 7 7

,SanDiego _ic Info Source

Nort-Pemom_ ............................................................. 373 373 373
Total San Diego Geographic Info Source ................................ 373 373 373

Space Rental

Salaries and Wages ...................................................... 86 86 86
Non-Personn_ ............................................................. 6,053 122 6,175 6.264 89

Total Space Rental .............................................................. 6,139 122 6.261 6.350 89

O_r Speaa_ F'_ms
Salan_esand Wages ...................................................... 612 612 6"J2
Nce'v-Pec's4_nel............................................................. 4.323 525 4.848 5,537 689

Total Other Special Projects .................................................. 4,935 525 5.460 6,149 689

Total _ Program .............................................................. 16.971 1.063 18.034 20,717 2,683

TOTAL GENERAL GOVERNMENT AND SUPPORT ....................... 130,392 2,766 133,158 139.172 6,014
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Prior Year Tolal

Adjustment Actual Vm with Ad,j1_stme_ Aclua! Variar_e w_h

to on FInll Budget to on Final
Budgetary Budg_ me,aJ Positive B4u,:_e¢_ey euck_ Final Pos_tev.

$ $ $ $ $ $ 522 $ 10 $ 532 $ 549 $ 17

21 21 21

-. 1,578 10 1,588 1,747 159

36O 36O 36O

96 107 203 236 33 493 293 786 2_3t9 1.533
96 107 203 236 33 8,53 293 1.146 2.679 1..533

11 11 43 32
25 25 41 16 101 37 138 164 26
25 25 41 16 112 37 149 207 58

1 1

1t 11 11
8 8 8 25 18 43 45 2
8 8 8 36 18 54 56 2

2 2 2 2 2 9 7

13 13 18 5 386 386 391 5
13 13 18 5 386 386 391 5

- 86 86 86
236 355 591 613 22 8.289 477 6,766 6.877 111
236 355 591 613 22 6`375 477 6.852 6.963 111

612 612 612

194 409 603 703 . 100 4.517 934 5.451 6.240 789
194 409 603 703 100 5.129 934 6r063 6`852 789

579 1.098 1.677 1.853 176 17.550 2.161 19.711 22.570 2.859

1.920 1.316 3.236 3.813 577 132.312 4.082 136.394 142.985 6.591

Conli,'_uedonNextPage
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GENERAL FUND
GITY OF SAN DIEGO

SCHEDULE OF EX]PENIXTURESAND TRANSI-'ERS

BUOGET AI_ ACTUAL (BUDGETARY BASPS)
June 30, 2002

(in Thomuw_ls)

Cun'm_tYear

Adjustrr_t Actual Varttnce with

t= on Final Budget
Bud_ary Budgeta _ Final Positive

Actual B=is B=sis Su¢_ (NeSmJve)
PUBUC SAFETY - POLICE

Oepar_ner_:
Pcdk:e

Salaries and Wages ....................................................... $ 175.897 $ $ 175.8_7 $ 180,050 $ 4.153

Non-Personn_ ............................................................. 8tA7"! 1.584 83.061 86,066 3.005
Total Potk:e....................................................................... 257r374 1,584 258_958 266,116 7.158

C_yw_epm_n:
Po_ioeReview Board

Salar_s and Wages ....................................................... 143 143 143

TotalPolice Review Board .................................................... 242 242 242

ou_ s_e_aJProje_
Non_ersc_ ne_.............................................................. 98 98 100 2

To_ _ Program .............................................................. 340 34o 342 2

TOTAL PUBLIC SAFETY- POLICE ............................................ 257,71_ 1.584 259,298 266.458 7,160

PUBLIC SAFETY - FIRE AND UFE SAFETY

Departmental:
Fireand Life

Salaries and Wages ....................................................... 84,517 84,517 84,795 278
Non-_ ............................................................. 37r337 , (991) , , 36 346 37,777 1.431

Total F',"eand Life Safety ..................................................... 121.854 . . (991) 120.863 122.572 1.709

_cy Medk:al
Salaries and Wages ...................................................... 174 174 186 12
Noc_Per'-=onnel............................................................. 243 20 263 293 30

Total _ Medica_S4meices......................................... 417 20 437 479 42

ou-,er,s_e_,_Projects
Non-Pef_-_onneJ............................................................. 190 190

Total _e Program .............................................................. 417 20 437 66_ 232

TOTAL PUBUC SAFETY - RRE AND LIFE SAFETY ...................... 122,271 (971) 121.300 123,241 1.941
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Pdor Year Total

AdjuStme_ Actual Vant_mcewtth Adjustment ActuaJ Variance with
to on Flmll Budget to on Final Budget

Sudgem,j _ Rn_ Po_Uve Budget_ euUgemy F_ml Peeve
Actu_u Basis Basis L SUdg_ ., (_) ACtU_ BaSiS _S_ Budget (Negative)

$ $ $ $ $ $ 175.897 $ - S 175,897 $ 180.050 $ 4,153
1,477 28 1.505 1,912 407 82_954 . 1 612 84.566 87.978 3.412
1,477 28 lt505 1,912 407 258,851 t,612 260,463 268.028 7.566

143 143 143
g9 99 99

242 242 242

98 g8 100 2

340 340 342 2

1,477 28 1,505 1,912 407 259,191 1,612 260.9O3 268,370 7,567

84.517 8,1,517 84.795 278

658 328 986 1.181 195 37 995 (663) 37.332 38.958 1.626
658 328 986 1.181 195 122_512 (663) 121,849 123,753 1,_04

174 174 186 12

13 - 13 13 256 20 276 306 30
13 13 13 430 20 450 4¢_ 42

Ig0 190

13 13 13 430 20 450 682 232

671 328 999 1.194 I g6 122.942 (6431 122,299 124,435 2.136

Cont_u_don NextPage
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GEIC:R_. FUND
CITY OF SAN OIEGO

SCI.IF.DULEOF _RES AND TRANSl.'ERS

BUDGET AND ACTUAL (BUDGETARY BA_S)
Junt 30, 2002

(in Thousan(_)

Cummt Year

Adjust _nt Actual Variance with
tO on Final Buclget

Budggtm'y I_ Final Poedtive
ActuaJ emsts Basis Budget (N_ive)

PARKS, RECREATION, CULTURE AND LEISURE

Depam'r,,entaI:
Park and Rec_ation - Management

Salaries and Wages ....................................................... $ 826 $ $ 826 $ 827 $ 1
Non-Pemsonnel.............................................................. 430 10 440 442 2

Total Park and Recres_on- Manage_._'d ................................ 1,256 10 1.266 1.269 3

Coast_ Parks
Salades and Wages ....................................................... 6.761 6,761 7.311 550

NoP,-Person_ .............................................................. 7,002_ 507 7.509 7,643 134
Total Coastal Parks ............................................................. 13,763 507 14,270 14.954 684

Inland Parks

Sa!anes and Wages ....................................................... 9.163 9.t63 9.165 2
Non-,Persc_n_ ............................................................. 7,200 303 7,503 7,704 201

Total Inland Parks ............................................................... 16.363 303 16.666 16.869 203

Metro Parks
Sables and Wages ....................................................... B,,_7 6.367 8.595 228

N_nel ............................................................. 8.376 674 9.050 9,050
To_I Meb'o Parks................................................................ 16,743. 674 17,417 17,645 228

_ Pal"ks
Salaries and Wages ....................................................... 4,239 4,289 4,357 68
No.n-Persc_rt_............................................................. 5.173 516 5.689 5.833 144

Tot,al Northern Parks ........................................................... . 9,,462,_ 516 9,978 10,190 212

Spec_ _
Salaries and Wages ....................................................... 5 5 27 22
Non-Pemonnel ............................................................. 3 3 7 4

Total Special Services ......................................................... 8 8 34 26

Library
SaJanesand Wages ....................................................... 16.387 16.387 16.858 471
Non--Personne_............................................................. 13.592 444 14,036 15.009 973

Total Library ..................................................................... 29.979 444 30,423 31.867 1.444

Total Deparln,,ental................................................................... 87,574 2,454 90.028 92,828 2,800

C_ Program:
Park and Reo'eafion Programs

No_-Pers.onne_............................................................. 276 7 283 g41 658

TOTAL PARKS. RECREATION, CULTURE AND i I:ISURIE ............. 87,850 2,461 90.311 g3.769 3.458
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Pdor Year Total

Adju_ment Actusl Variance with .41_ljustment Actual Varimce with
to o_ Final Budg_ to on Final Budget

Budgetary Budgetary Final Posil_e Budgetary Budgetary Final Pos_h_
Ac*u=m Basls _ _ (Nem,_) _ _is _ B.d_

$ $ $ $ $ $ 826 $ $ 826 $ 827 s 1
4 4 S 1 434 10 444 447 3
4 4 5 1 1.260 10 1.270 1.274 4

6.761 6.761 7.311 560

197 197 221 24 7r199 507 7.706 7.864 158
197 _ 197. 221 24 13,960 507 14.467 16_175 708

9.163 9.163 9.165 2

290 290' 290 7.490 303 7.7'@3 7.994 201
290 290 290 16t653 303 16_956 17_1._ 203

6.367 B,367 8,596 22B

339 4 343 386 43 8.715 678 9.393 9.436 43
339 4 343 386 43 17.062 678 17.760 18.031 271

4.289 4.289 4.357 68

293 234 527 609 82 5.466 750 6.216 6T442 226
293 234 527 609 82 9.755 750 10.505 10,799 294

5 5 27 22
3 3 7 4

8 8 34 26

16.387 16.387 t6.858 471

469 98 567 601 34 14.061 542 14_603 15.610 1.(]Or
469 _ 567 601 34 30.448 542 30.9@0 32.468 lt478

1.592 336 1.928 2.112 184 89.166 2.790 91.956 94.940 2.984

- ___._:._ 276 7 283 941 658

1.592 336 1.928 2.112 184 89.442 2.797 92.239 95.881 3.642

ConlinuedonNextPage
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GENERAL FUND
CITY OF SAN DIEGO

SC_ OF EXPlSNOfTURE$AND TRANS_'ERS
BUDGET AND ACTUAL (_ARY BASIS)

June 30, 2902
(In Thousands)

Curr_t Ye_

Acljuammlt Actual Variance
_, on Final Budget

8u(_.'y Su_Ig_ary F_ Posith_
Actu=J S.=_ a,=m_ _ (NegaUve)

TRAHSI_RTATiON

t_per_,e_

Salaries and Wages ....................................................... $ 3,881 $ $ 3.861 $ 3.862 $ 1
............................................................. 2_624 301 2.9_5 2.957 32

TotalParking Mana_ ................................................... 6.485 301 6.786 ,6_819 33

Tm_ Management
Sallies and Wages ....................................................... 14.3 143 143
_nel ............................................................. 75 75 76 1

Total Tmnsp(xtabon Management .......................................... 218 218 219 1

Tms_'la1_ Oes_n
SaJ_'ies and Wages ....................................................... 4,049 - 4,049 4,150 101
N_n--F'ersonn_ .............................................................. 2.258 69 2.327 2.328 1

Tot_!Tra.nsportatio__ .................................................. 6.307 69 6_376 6,478 102

Non--Pe_=lOn_ ............................................................. 302 302 302
TotalStreets ...................................................................... 302 302 302

and Wages ....................................................... 3.497 3,497 3,525
............................................................. , 2,072 63 2,135 2_142 7

TotalTrlf_c Enginee_ng ..................................................... 5,589 63 5,632 5.667 35

T,o_alDel)am'nenlal.................................................................... 18.b-'._ 73.5 19=314 19.,4_5 171

T_
Non.,Personne_............................................................. 362 70 432 432

TOTAL TRANSPORTATION ...................................................... 18.941 805 19.746 19.917 171

SANITATION AND HEALTH

Departn_-_:
Co_ec_n See,ices

Sa_es an¢_Wages ....................................................... 6.4_ 6.493 6.6?0 177
Non_ ............................................................. 21.80_.!_ 1.077 22_878 24.060 1.182

Total_ Services ..................................................... 28.294 :_,0T_ 29.371 30.730 1,3_9

El'Mrom1'lerlmlProtel::_ion

Salll_iesand Wage_ ....................................................... 215 215 238 23
No_-Personnel.............................................................244 2 246 247 "t

Tolal _w_,'onmental PrO_.C_'_ ............................................459 2 461 485 24

Resource Management
Salaries and Wages ....................................................... 214 214 274 60
Non-Personnel ............................................................. 76 76 102 26

TotalResource Management ............................................... 290 290 376

M_.Hope _
Salariesand Wages .......................................................539 539 593 54
l'd(_H_som_ ............................................................. 810 46 856 856

TotalML Hope Cemetery ..................................................... I 349 46 1,395 I,,4,4,9 54

Total Depa_ ................................................................... 30 392 1p125 31,517 33.040 1,523
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Prior Year Tolml

Adjustme_ Actual Vadarme with A_jusmwm Actual Va_,ce with
to on Final Budget to On Final Budget

Budgetary Buclgelm_ Fired Po_Sve Budge_la_ Bu¢lbgetazy Final Po_tive

$ $ $ $ $ $ 3,861 $ $ 3,861 $ 3,862 $ 1
77 1 78 159 81 2,701 302 3,003 3,116 113
77 1 78 159 8t 6,562 302 6,864 6,978 114

143 143 143 -
75 75 76 1

218 218 219 1

4,049 4.049 4,150 101
82 35 117 121 4 2.340 104 2.444 2.449 5
82 35 117 121 4 6.389 104 6.493 6.599 106

302 302 302
302 302 302

3.497 3.497 3.525 2B
96 96 104 8 2.168 63 2.231 2.246 15
96 - 96 104 8 5.665 63 5.728 5.771 43

255 36 291 384 93 18.834 771 19.605 19.889 264

- 362 70 4_ 432 -

255 _ 291 384 _ 19.196 _1 29.037 29.301 264

6.493 6.493 6.670 177

46 13 59 80 21 21.847 1.090 22.937 24T140 1.203
46 13 59 80 21 28.340 1,0g0 29.430 30.810 1.380

215 215 238 23
244 2 246 247 1
459 2 461 485 24

214 214 274 60
76 76 102 26

290 290 376 86

539 539 593 54
95 8 103 111 8 905 54 9_ 967 8
95 8 103 111 8 1.444 54 1A96 1.560 62

141 21 162 191 29 30.533 1.146 31.679 33.231 1.552

Coo_nuedOnNextPage
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GENERAL FUND
CITY OF SAN DIEGO

SCItEDULE OF EXPENIXTURES AND TRANSFERS

BUOGET AND ACTUAL (BUOGET,tU_" BASI:S)
June 30, 2002

(In 11_m_s)

Curr_rt YNr

Adju_em _.t! Variance with
to on Final Budget

Budgetary _ Final Po_tve

Act_ a_s _ _ (Ne_ive)
De_'tmen_l (P-.,m_ued):

C_v_e Proc_am:
An_rn_Regula_n

Non-Pe_rl_ .............................................................. $ 3.866 $ 94 $ 3.960 $ 3,960 $

_ Serv_m Furni_ I_, Coun_
Non_el_onnel ......................................................... 17 17 17

Co(l_Jrlef Furl_

No_Pers(nle[ ......................................................... 119 119 119

TotalE-ity_de Program .............................................................. 4.002 94 4,0_ 4,096

TOTAL SANITATION AND HFJU_TH ............................................ 34,394 '1,219 35,613 37.136 1,523

NF.JGHBORHOODSERVICES:

DeparS-nenta_:
Cornmur_y and Econon_ De_oprne_

Salaries and Wages ....................................................... 4.,163 4,463 4.4"66 3
No_°emonnel ............................................................. 7,879 384 8.263 8,3"t8 ._

TotalCommunityand Economic Development .......................... 12.342 384 12.726 12.784 58

Building_ Re_

Salanes and Wages ....................................................... 1,055 1,055 1,055
Non-Personnel ............................................................. 617 1 618 6"/3 55

Total _ Services.................................................. 1.672 I 1,673 1.7_8 5,5

Ne;_Ix_nood Code _nce
Salaries andWages ....................................................... 3,710 3,710 3,824 114
Non-Personnel............................................................. • 2.448 94 2,542 2,542

Total _ Code _ .................................... 6,158 94 6,252 6,366 114

Planr,ng
Salarkmand Wages ....................................................... 4,404 4.404 4,'P:J2 388
Non-Persor_ei ............................................................. 3.382 347 3.729 4,029 300

Totat Ptanning.................................................................... 7.786 347 8.133 8r821 688

Total Depa_l ................................................................... ,.... 27,g_8 826 28,784 29._99 915

N_-F'ersonr_ ............................................................. 100 20 120 440 320
TotaJ_ _d _ [:)e_,.lol_mt Spec_ Projects.... 100 20 120 440 320

N_sance Abatement

N(xl-Pemonne! ............................................................. 43 43

Total C_de Program .............................................................. I00 20 120 4_3 363

TOTAL NIBGHBORHOOD SERVICES ......................................... 28.058 846 28.904 30.182 1.278

DEBT SERVICE:

Pr_n_pal............................................................................ 1,553 1,553 1.553
Interest............................................................................. 1,157 _ .373 3.530 3.530

TOTAL DEBT SERVICE ............................................................. 2,710 2,373 5.083 5,083

/
TOTAL EXPENDITURES ........................................................... 682,330 11,083 ea3,41:3 714,958 21.545
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Prior Year Total

Adjustment ActuaJ Vadance with Adjusmlent Actual Variance

to on Final Bm:_et to on Final Buclget
Budgeta_ Budgetary Final Poslffve Budgetary Eludgeta_ Fina| Pore'bye

$ $ 71 $ 71 $ 71 $ $ 3,866 $ 165 $ 4.031 $ 4,031 $

3 3 12 9 17 3 20 29 9

119 119 119

74 74 83 9 4,002 168 4.170 4,179 9

141 95 236 274 38 34,535 1,314 35,849 37.410 1,561

59 59 4,463 4,463 4,525 62

474 74 548 549 t 8,353 458 8.81 t 8T867 56
474 74 548 608 60 12,816 458 13.274 13.392 115

1,055 1,055 1.065

-. • 617 1 618 673 55
1,67'2 1 1,673 1 726 55

3.710 3,710 3,824 114
28 5 33 187 154 2.476 99 2,575 2,729 154
28 5 33 187 154 6.186 99 6T285 6,55,3, 268

4,404 4.404 4,7132 388
66 105 171 217 46 3.448 452 3.900 4_46 346
66 105 171 217 46 7.852 452 8,304 9.038 734

568 184 752 1.012 260 28.526 1.010 29.536 30,711 1.175

100 20 120 440 320
100 20 120 440 3_

43 43

- 100 20 120 483 363

568 184 752 1,012 260 28.626 1,030 29.656 31.194 1,538

1,,563 1.553 1,553
1.157 2.373 3.530 3,530

2.710 2.373 5.083 5.083

6,624 2.323 8,947 10,701 1,754 688.954 13.406 702.360 725,659 23,299

Corrbncredor_NextPage
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GENERAL FUND
CITY OF SAN DIEGO

SCHEDULE OF EXPENDITURES ANO TRAN_RS

BUDGET AND ACTUAL (BUOGETARY BASIS)
June 30, 20@2

(in_)

Cuma_ Year

Adjustment Actual Vmdm_

to on Final Buelget
e.d_y S._gmry F',._ Pos_ve

A,c'a_t e,,m_ Basis _ (l_eattve)
TRANSFERS TO PROPRIETARY FUNDS

IntemaJServ_e Funds:
C_ of San D_o:

Insurance....................................................................$ 6,454 $ $ 6.454 $ 6.4....'..'..'..'..'._.$
Misc_r_ous I_ Service ...........................................2,4G 245 24,5

Total Ir_ ServiceFunds...........................................................6_699 6.699 6r6_'_

TOTAL TRANSFERS TO PROPRIETARY FUNDS .................... 6,699 6.699 6,e99

TRANSFERS TO OTHER FUNDS

Spell Revenue Flmds:
C_ of San Diego:

AcqL_ilion,_0ro_mem and _ ...........................391 3.91 3g_

StreetsDivision _ ................................................ 15,145 15,145 15,145
O_er SpecialRevenue. _ ....................................213 213 213

OtherSpecialRevenue - t._l_lge_l ................................15_.5_2 15.592 15.592
TotalSpecialRev_mJeFunds.........................................................31.341 31.341 31.341

c_,apaalProjectsFu_:
_ _ San(3io9o:

Co_tJ'uc_on..................................................._I 631 63s -
Total _ Proje(:_ Funds ........................................................... 631 631 {]31

TOTAL TRANSFERS TO OTHER FUNDS ........................... 31,972 31,972 31,972

TRANSFER TO COMPONENT UNIT

Transferto ,SanDiego Medical_ Enterprise, LLC ............ _50 650

TOTAL EXPENDITURES AND TRANSFERS ....................... $ 721,651 $ 1"J,083 $ 732,734 $ 754,279 $ 21,545
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Prior Year Total

Adjummem Actuml Vm_mce with Adjustment Actual Variance with
to on Final Budget lm on Real Budget

Budgeta_ Budgetary Final Positive Budgetary ISudgeta_J Final Positive
Ac_ua_ Bas_s ee,s_ Budge4 (Ne,_Uve) Act,m _ 8a.ds Budget (NegaUve)

$ $ $ $ $ $ 6.454 $ $ 6,454 $ 6,454 $
- 245 245 245

6r699 6,6g_ 6,6_9

- 6,699 6,69e 6.699

391 391 391

15,145 15,145 15,145
213 213 213

55 55 55 1_647 15,647 15,647
55 55 55 31_396 - 31,396 311396

55 55 55 686 686 686
55 55 55 686 686 _B6

110 110 110 3_0,92 32,082 32,082

650 65O 650

$ 6,734 $ 2,323 $ 9,057 $ 10,811 $ 1,754 $ 728.385 $ 13,406 $ 741,791 $ 765"090 $ 23,299
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NONMAJOR GOVERNMENTAL FUNDS

BALANCE SHI'3ET
June 30, 2002

(In Thousands)

Total
Nonm_

Revenue Debt Se_dce Pro_e¢ts Permanent Funds
ASSETS

Cashor EcpuilyinPooledCll_ and Investments................................................ $ 289.504 $ 5,393 $ 310,030 $ 305 $ 605,232

CashV_h CustodlilNF_cat Agent ....................................................................... 261 25.,303 3 561 26.128

InvesUnentsat Fair Valua ....................................................................................... 1,121 127,981 212,128 11.381 352,611

Receivables:

Taxes - Net .................................................................................................... 8,697 29 8,726

Accounts- Net ............................................................................................ 7,382 1,468 17 8,867

Claims - Net ...................................................... _....................................... 111 111

Special Assessmenls - Net .................................................................... 1,411 553 1,964

Notes ........................................................................................................... 16,625 12,570 29,195

Ao_ruedIrd_est ................................................................................................ 873 524 2.676 12 4.085

Grants .............................................................................................................. 17.397 15,206 32,603

FromOtt_efFunds........................................................................................ 1,316 142 19,240 20,698

FromOther Ag_ .................................................................................. 1.507 95 1.602

AdvancestoOl_erFunds........................................................................................ 13,309 851 14,160

AdvancestoOtherAgencies.................................................................................5,361 5,361

LandHeld for Resate .............................................................................................. 7,507 74,067 81.574

PraDaidand RelmlxarsableItemsand Deposits...................................................... 341 1.197 3" 1.541

TOTAL ASSEll; ................................................................................ ,,$ 372,723 $ 161.122 $ 648,337 $ 12276 $ %194.458

LIABILITIES

AccountsPayable ................................................................................................. $ 4,609 $ $ 13.573 $ $ 18,182

Ao_'ued Wagesand I_mef_ ................................................................................. 1,661 1,661

OffierAccrued Uabi/l_es........................................................................................ 189 189

MaturedO_'lds, NO_Sand Interes!P-_yabte.......................................................... 3 3

DueIoOffilr Funds........................................................................................... 15.574 6,998 22,572

DuetoComl)onm_tUnit ......................................................................................... 906 906

Due to Other Age_es .......................................................................................... 178 182 360

Defen:edRever_l ................................................................................................. 45,52..5 361 29,495 75.381

Advancesfrom OtherFun_S .................................................................................... 1,277 1,339 2,616

SundryTn._tLiatoil_lies............................................................................................ 2,388 5.585 7.973

TOTAL LIABLrlrES ........................................................................... 72,307 1,703 55.833 129,843

FUND EQUITY:

FundBalances:

Reservedfor LandHeldfo_Resale ............................................................. 7,507 74.067 81,574

Reservedfor Encumbrances...................................................................... 25,994 235.187 261,181

R_ forAdvancesan_ Deposits....................................................... 13.787 13.787

Resentedfor PermanentEndowments....................................................... 12.276 12.276

ReservedforDebt Servi_ ........................................................................ 50,477 155,679 206,156

LIr_eserveci:

Designatedfor UnrealisedGains.............................................................1.136 3.740 1,602 6.478

Designatedfor SubseQuemYaam'Expenditures....................................... 68.327 168.073 236.400

Unde._gnated...................................................................................... 133,188 113,575 246,763

TOTAL FUND EQUITY ....................................................................... 300,416 159,419 592,504 12,276 1,0_,615

TOTAL LIABILITIESAND FUND EQUITY ............................................. $ 372,723 $ 161,122 $ 648.337 $ 12,276 $ 1.194,458

The lC¢OlrlnpanytngBoresarl In tntailral panl of _ '_}nlncill itlltlllllnts.
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NONMAJOR GOVERNMENTAL FUNDS

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

Year Ended June 30, 201)2

(In Thousands)

Total _
Special Capital Gove_!

bebt _ Pro_ Pe_nt Funds
REVENUES

Property Taxes ............................................................... :.......................... $ 26.788 $ 22.467 $ 3.889 $ $ 53.124

Special _._semems ..................................................................... 10.93,5 11.556 22.491

Sales TaxeS ....................................................................................... 61,468 30.716 82,186

O_'_erLocal Taxes .................................................................................... 86,948 86,948

L_ and Penntls ............................................................................ 2.391 74t 3.132

Fines. F_rtsS and P_ .................................................................... 1.604 1.604

Rever, ue from Use of Money and Pmoe_ly ............................................. 31.820 2.213 28.173 310 62.516

Revenue from Federal ._nc_s ................................................................. 3.5.741 4.963 40,704

Revenue from _ Agencies ............................................................... 42,458 41,196 83.654

Revenue from PrivatA Sources .................................................................... 27,216 746 112.678 140,841

Charles for Current Se_ices ...................................................................... 20,414 68 20,482

Ot_er Rewmue ............................................................................................... 1.688 4.485 110 6.263

Distdbutton from Parme_ ..................................................................... 500 500

TOTAL REVENUES ................................................. 339,953 36.98I 227,043 480 604.465

EXPENDITURES

Current:

General Government and Support ................................................... 26,840 2.683 25,290 3 56.816

.Public S_ - PoEce .................................................................... 29.618 29.616

Public Safety - Fire and Life S_Y .................................................. 9,032 9,032

Parks. Re¢_.aUon. Culture lnd Leisure ............................................. 74,325 10,700 18 85,043

Tm_ ............................................................................. 65.982 6.568 72.550

Sanit_ion and He_lt_ .................................................................... 2,316 2,316

Neighborhood Services ................................................................. 35,988 7.473 43,461

CoDital Pro_,¢ts ................................................................................... 17990 190.863 208.083

Service:

Pfin¢_oa! Retirement ...................................................................... 4.320 33,958 38_.76

Interest ...................................................................................... 2.037 45.949 47.983

TOTAL EXPENDITURES ............................................................... 269,678 82.587 240,894 21 593.180

EXCESS (DERCIENCY) OF REVENUES

OVER EXPENDITURES ............................................................... 70.275 l_ (13.851) 467 11.286

OTHER FINANCING SOURCES (USES)

Transh_r_ from Proprietary Funds ................................................................... 3,302 55 3.357

Transfers from Other Funds ..................................................................... 118,127 54.199 134.409 _,_

Trsnsfers from Component UnR ................................................................... 550 550

Transfere to Pmprieta_ FunOS ..................................................................... (145) (496) (643)

Tranm to Oltter Funds ............................................................................. { 194,694) (12.920) (94.06_} (530) (302.204)

Transfers to Com(_nent Unit ...................................................................... (8.757) (8.757)

P_ceeds from R_e Bonds ................................................................... 37,857 156,899 194,756

Proceeds from Tax ABOCaI:JO_Bonds ............................................................. 56,917 1.50_ 58,426

Pfl=<:eeds from Capil_l LeaSeS ............................................................. 706 706

TOTAL OTHER FINANCING SOURCES (USES) ....................... (23.994 t 80.644 196,8OS _530} 252,925

NET C_E IN FUND BALANCES ......................................... 46.281 35.038 182.954 (63) 264,210

Fund Balances at Beginnir_ of Year. as Restated ....................................... 254.13,5 124,381 409,550 12,339 800.405

FUND BA.LAJNCES AT END OF YEAR ....................................................... $ 300.416 $ 159.419 $ 592,504 $ 12.276 $ 1,064.615

The ICC_t'q_ll_y|rJg notl$ am In IIItlgral part of I_le financial mtsmenti.
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SPECIAL REVENUE FUNDS

Special Revenue funds are used to account for the proceedsof specific revenue sources(other than
those for major capitalprojects)that are legallyrestrictedto expendituresfor specifiedpurposes.

CITY OF SAN DIEGO

ACQUISITION, IMPROVEMENT AND OPERATION FUND

This fund accounts for various operatingactivities includingBusinessImprovementAreas, Lighting and
Landscape Maintenance Areas, FacilitiesFinancing,and the City'sPublicArt program. Revenues are
derived from businesstax surcharges,special assessmentson property,variousrents, concessionsand
fees, and interestearnings derivedtherefrom.

ENVIRONMENTAL GROWTH FUND

This fund was established in accordancewith Section 103.1a of the City Charter to receive25 percent of
all monies derived from the revenuesaccruing to the City from gas, electricity,and steam franchises.
One thirdof the franchisemoniesand the interestderived therefrom are used exclusivelyfor the purpose
of preserving and enhancing the environment of the City of San Diego. Two thirds of the franchise
moniesand the interestderived therefrom are used as matchingfundsfor open space acquisitionand for
debtservice of bonds issuedbythe San Diego Open Space FacilitiesDistrictNo. 1.

POLICE DECENTRALIZATION FUND

This fund accounts for monies allocated for Police Department decentralization expenditures for
temporaryfacilities and to devise future capital improvementprojects. Revenues are derived from sales
tax allocations.

PUBLICTRANSPORTATION FUND

This fund was establishedto accountfor funds set aside as reservesto be usedfor transportation-related
purposes. Fund transfersand interestderived therefrom are the mainsourcesof revenue.

QUALCOMM STADIUM OPERATIONS FUND

This fund accounts for the operationsof the Stadium. The Stadium hosts varioussportingevents for its
footballand baseball tenants. Revenuesare derivedfrom rents,concessions,parking,and advertising.

SPECIAL GAS TAX STREET IMPROVEMENT FUND

This fund was established to account for the receipt of motor vehicle fuel taxes from the State under
Sections2106 and 2107 of the Streets and HighwaysCode. Expendituresare for the construction,
improvement,maintenance, and operationof publicstreetsand highways.

STREET DIVISION OPERATIONS FUND

This fundwas established to accountfor the operations of Transportation'sStreet Division. Revenues
are derived from Gas Tax, Transnet, and General Fund transfers, as well as revenues received for
services performed by the Streets Division. Expendituresare for maintenance and operation of City
streets.
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SPECIAL REVENUE FUNDS (Continued)

CITY OF SAN DIEGO (Continued)

TRANSIENT OCCUPANCY TAX FUND

This fundwas establishedto receiveand expendtransientoccupancytaxes. Since 1964, a tax has been
imposedon transientsof hoteland motel roomsin the City of San Diego. EffectiveAugust 1994, the tax
was increasedfrom 9% to 10.5%.

ZOOLOGICAL EXHIBITS FUND

This fund was establishedto collectmoniesfrom a fixed propertytax levy authorized by Section 77a of
the City Charter for the maintenanceof zoologicalexhibitsin Balboa Park. These funds are remitted in
accordance with a contractual agreement with the San 10iegoZoological Society, a not-for-profit
corporationindependentfromthe Cityof San Diego.

OTHER SPECIAL REVENUE - BUDGETED

This fund was establishedto accountfor revenues derived specificallyfor a variety of budgeted special
programs administeredby departmentssuch as Police, DevelopmentServices, and General Services.
Revenues inthisfundare derivedfrom servicecharges,revenuesfrom other agencies, and fines.

GRANTS FUND

This fund was establishedto accountfor revenue received from federal, state and other governmental
agencies. Expendituresare made and accountedfor as prescribed by appropriate grant provisions/
agreements.

OTHER SPECIAL REVENUE FUND - UNBUDGETED

This fund was established to account for revenues earmarked for a variety of special programs
administered by suchdepartmentsas Engineeringand Capit;alProjects, Libraries, Park and Recreation,
and Police. Revenues in this fund are derived from such :sourcesas parking fees, service charges,
contributionsfrom otheragenciesand privatesources,and intPrestearnings.

BLENDED COMPONENT UNITS

CENTRE CITY DEVELOPMENT CORPORATION

This fundwas establishedto accountfor the revenuesand e>_endituresof the Centre City Development
Corporation("CCDC"). CCDC is a non-profitcorporationthat administerscertain redevelopmentprojects
in downtownSan Diego and providesredevelopmentadvisory services to the Redevelopment Agency
(the "Agency") of the Cityof San Diego. CCDC is primarilyfundedby the Agency and bythe City of San
Diego.
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SPECIAL REVENUE (Continued)

BLENDED COMPONENT UNITS (Continued)

PUBLIC FACILITIES FINANCING AUTHORITY

This fund was established to account for the activitiesof the Public FacilitiesFinancingAuthority(the
"Authority").The Authority is a joint powersentity of the City andthe RedevelopmentAgency of the City
of San Diego and was created to financeandconstructpubliccapitalfacility improvementsof the Agency
or the City. The Authority'sspecial revenueaccount is generallyused to accountfor revenuesfrom the
Reassessment District Bond fund and investment incon'm used to pay for costs of issuance and
administrativeexpenses related to debt:redemption.

REDEVELOPMENT AGENCY

This fundwas established to account 1_orthe activitiesof the RedevelopmentAgency of the City of San
Diego (the "Agency"). The Agency was establishedto providea method for revitalizingdeterioratedand
blighted areas of the City of San Diego. The Agency's special revenue accountis used to accountfor
funds restrictedfor the benefit of low and moderate incomehousing. Fundingis primarily from property
tax incrementrevenuesand the City of San Diego.

SAN DIEGO INDUSTRIAL DEVELOPMENT AUTHORITY

This fund was established to account for revenues anc_expenditures of the San Diego Industrial
DevelopmentAuthority (the "Authority'_).The Authoritywas formed in 1983 pursuantto the California
IndustrialDevelopment FinancingAct for the purpose of providingan altemativemethod of financingto
participatingparties for economic development purposes, through the sale and issuance of revenue
bonds. Revenues are derived from fees collected from companiesapplyingfor industrialdevelopment
bond financing. Expendituresare incurredfor managementand administrativeservices providedby the
Cityof San Diego.

SOUTHEASTERN ECONOMIC DEVELOPMENT CORPORATION

This fundwas established to account for the revenues and expendituresof the SoutheasternEconomic
Development Corporation ("SEDC"): SEDC is a non-profitcorporation that administers economic
development projects within the community of Southeast San Diego and provides redevelopment
advisory services to the Redevelopment Agency of the City of San Diego (the "Agency"). SEDC is
primarilyfunded by the Agency and by the City of San Diego pursuantto operatingagreements under
which SEDC is reimbursedfor eligiblecostsincurredin connectionwithsuch activities.
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NONMAJOR GOVERNMENTAL FUNDS - SPECIAL REVENUE
COMBINING BALANCE SHEET

June3O,2OO2
(inThousands)

Centre City
cltyof

Cash or Equity in PooledCash and Invasl_er_ts........................................................................... $ 160.623 $ 127

Cas_ wm_ Custndian/F_al Agent .............................................................................................. 261

investmentsat Fair Value ........................................................................................................ 1,065

Receiv-#_es:

Taxes - Net ................................................................................................................... 7,493

Ao_unts - Net ............................................................................................................. 7.382

Claims - Net ...................................................................................................................... 111

S_c).al Assessmer_ . Net ................................................................................................... 1,411

Notes ..................................................................................................................................... 726

A_crued interest .......................................................................................................... 388

Grants ......................................................................................................................... 17,397

Fr_ _ Funds ...................................................................................................... 1,316

From Other Agencies .................................................................................................... 839 563

Advances to O_ner Funds.......................................................................................................... 13,309

Advano_s to Othor Ager.des ....................................................................................................... 5,361

Land Hetd for Resale ........................................................................................................................

Pref_i0 and ReimbursableItemsand Deposits.............................................................................. 332 2

TOTAL ASSETS ........................................................................ $ 218,016 $ 692

LJABILrnEs

Accounts Payable ............................................................................................................................ $ 4.276 $ 49

Acc_ed Wages and Bene_s .......................................................................................................... 1.661
Offter Ac_ued Liabil'_es................................................................................................................. 86 103

Due to Other Funds ......................................................................................................................... 1,874

Due to ComponentUnit ................................................................................................................... 906

Due to OttmrAgencies .................................................................................................................... 178

Deferred Revenue ........................................................................................................................... 29,628

Advances from 05hor Funds ........................................................................................................... 578 540

SundryTrustL_l_es ...........................................:........................................................................2,388

TOTAL LIABILITIES ...................................................................... 41,575 692

FUND EQUITY:

Fund Balanoes:

Reserved for Land He_ for Resate .............................. :...................................................

Reserved for Encumbrances ............................................................................................ 17,301

Reserved for Advancesand Depos_ ................................................................................ 13,787

Reserved for Debt Ser_ce ...............................................................................................

Unreserved:

Designated for UnrealizedGains ................................................................................... 658

Designated for Sub_luent Years'Expenditures............................................................. 45.483

Undesignated ........................................................................................................... 99,212

TOTAL FUNO EQUITY ............................................................................................. 176.441

TOTAL LIABILITIES AND FUND EQUITY ................................................................... $ 218,016 $ 692
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San Diego Southemstsm
Public Facilities ind_

Ftmmclng Redevelopment Oevsiopme_ D$vetopnteM

$ $ 128.617 $ 49 $ 88 $ 289,504

261

56 1.121

1,204 8,697

7.382

111

1.411

15,897 16,626

484 1 873

_ 17,397

1,316

105 1,507

13,309

5,361

7.507 7,507

2 5 341

$ 56 $ 153,711 $ 50 $ 198 $ 372,723

$ $ 284 $ $ $ 4,609

- 1,661

. 189

13.700 15,574
9O6

178

15.897 45,525

159 1,277

2,388

29,881 159 72;,307

7,507 7,507

8,693 25,994
13,787

50.477 50,47?"

478 1,136

56 22,773 15 68.327

33_902 35 39 133,188

56 123.830 50 39 300,416

$ 56 $ 153.711 $ 50 $ 198 S 372,723
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NONMAJOR GOVERNMENTAL FUNDS - SPECIAL REVENUE

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
Year Ended June 30, 2002

(in Thousands)

ce,_n C.y
clx of Oe_k)prmmt

San Diego Corpora_n
REVENUES

Prope_yTaxes ................................................................................................................................... $ 5.158 $

Special_=sessments ........................................................................................................................ 10,935

Sales Taxes ........................................................................................................................................ 51,468

Other LocalTaxes ............................................................................................................................... 86,948

and Permits ....................................................................................................................... 2,391

F_es_ F_ and Penalf_ .......................................................................................................... 1,604

Revenue _xn Use of Money and _ .......................................................................................... 25.059

Re_Jlm(Jefrom Federal Agal¢ies ........................................................................................................ 35,741

I_e from Oiler Ageltcies ............................................................................................................. 36,491 4,472
Re.hue _ P_vate Sources .......................................................................................................... 26.794

Chargesfor Cutle_ Services .............................................................................................................. 20,414
OUner_ ................................................................................................................................... 1.634 45

Distrilxli_ fromParmer ................................................................................................... 500

TOTAL REVENUES ................................................................ 305,137 4,517

B(PBmlTURES

Cum_"

Gemini Governmentand Sul_x)rt .................................................................................. 19,732 4,517

Publc Safely - PoY_e ................................................................................................... 29,618

Sdety - F_reand IJfe Safety ................................................................................. 9,032

Parks, Recreat_n, Culture and Leisure ............................................................................. 74.325

Transportation ............................................................................................................ 65,982

and Health ................................................................................................... 2,316

Neighbod'modServices ................................................................................................ 32,21g

C_ Pr_ .................................................................................................................................... 12,747
De_ Ser_ce:

Principal_ ................................................................................................... 4,320
Interest..................................................................................................................... 2,037

TOTAL _DITURES .......................................................................... 252,328 4,517

EXCESS (DEFICIENCY) OF REVl_UES
EXPENDITURES ............................................................................. 52,809

OTHER FINANCING SOURCES (USES)

Transfe_ from _ Funds ....................................................................................................... 3.302
Transfersfrom Other Funds ................................................................................................................ 116,709

Transfersfrom ComponentUnit ......................................................................................................... 350

T_ to _ry Funds ........................................................................................................... (145)

Tm_'fers to Other Funds .................................................................................................................... (136,378)

Transfersto _ Ure .............................................................................................................. (8,757)

Proceedsfrom Tax AIIoc_on Bonds...................................................................................................

Proceedsfrom Ca_al L_mses........................................................................................... -- 706

TOTAL OTHER FINANCING SOURCES (USES) .................................................. (24,213)

NET CHANGE IN FUND BALANCES .............................................................. 28,5gG

FundBs[ancesat Beginningof Year, aS Restatl_ .................................................................................... 147,845

FUND BALANCES AT END OF YEAR ............................................................. $ 176,441 $
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San Diego Southeastern
Publ_ Facilities Indusldal Economic

$ $ 21,610 $ $ $ 26,768
10,935

51,468

86.948

2.391

1.604

6,758 3 31,820

35,741

1,49_ 42.458

424 27,218

20,414

5 4 1,688
5OO

28,797 3 1,49_ 339,953

308 2,737 1,,546 28,840
2g,618

9032

74,325

65,962

2,316

3,769 35,988

4.473 17.220

4,320

2,037

308 10.979 1.546 269,678

(3o8) _7,ele 3 (4;,) 7o.z7s

3.302

350 1.068 118,127

2OO 55O

(145)

(58.316) (194.694)
(8,757)

56,917 56,917
7o6

350 (13.1) (23.994)

42 17,687 3 (4"T) 46 ,281

14 106.143 47 8,5 254,135

$ 56 $ 123.830 $ 50 $ 39 $ 300.416
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NONMAJOR GOVERNMENTAL FUNOS - SPECIAL REVENUE
COMBINING SCHEDULE OF REVENUES, EXPENDITURES. AND CHANGES Ikl UNDESIGNATED FUND BALANCES

BUDGET AND ACTUAL (BUDGETARY BASIS)
Yew Ended June 30.2002

(in Tho.sands)

cw ofs4mO_le

Acbad _'t Final

REVENUES

Pcoger_yTaxes ...........................................................................................................................................................$ 5.111 $ 5.O51
Spe¢_l Assessnmnts...................................................................................................................................... 10.890 10.889
SalesTaxes............................................................................................................................................ 49.786 51.343
OtherLocalToxe_ ............................................................................................................................................... 86.769 89.563

Fines.Fode_res and Perml_es............................................................................................................................. 1.233 968
Retinue _ Use ofMoneylnClProf)_ty .................................................................................................... 18.854 23,252
Revenuefrom FederalAgencies........................................................................................................................... 705 848
RevenuefromO*d.mrAt_nc_es ......................................................................................................................... 18.467 27.465
Revenuefrom P_va_ $our_s ............................................................................................................................ 273 361

Chargesfor CurrentServices............................................................................................................................... 19.818 20.431
Ot_erRevenue.................................................................................................................................................... 360 440
Distril:xJti__ Partner....................................................................................................................... 500 t,200

ExcessRevenueAppror_md ............................................................................................................... 723

TOTALREVENUES .................................................................................................. 212.766 23_.554

EXPENOI1PJRES
Cummt:

GeneralG¢>_h"nmentlindSuDl_tl ..................................................................................................... 6.357 12.589
Public_ -Police ....................................................................................................................... 10.678 11.721
PublicStd_ty- Fire apedLifeSafe_/.................................................................................................... 7.543 7.585
Parks.Reo't,lbo_.Cultureand Leisure............................................................................................... 74.213 96.815
Transpottabon................................................................................................................................ 52.461 54.612
Sa_'ta_o_lind Health...................................................................................................................... 2.010 2.168

Ne_hb(x'noodSe_ ................................................................................................................... 5.004 5.513
CaDMI Pm_cts ................................................................................................................................................... 5°659 7.777
DebtSen_¢e:

PrincipalRetirement........................................................................................................................ 707 654
Intere_ ......................................................................................................................................... "144 141

TOTALEXPENOITURES..................................................................... 154.776 199.575

EXCESS(DEFICIENCY)OFREVENUES
OVEREXPENOrt--JRF_$................................. ;............................................................................ 47,990 32,979

OTHER FINANCINGSOURCES(USES}
T_ _ Proem Ful_ds.......................................................................................................................... 1,700
Tra_ riot, Ob_erFunds.................................................................................................................................. 81.856 82,292

TranslemfromCor_onen¢ U_t ................................................................................................................................ 350 250
Transfe_ to Pro_eta_/ Funds.................................................................................................................................. (145) (145)
Tra_ to Off=erFund_......................................................................................................................................... (114.972) (123.372)

TransOmto ComponentUnit............................................................................................................................... _.7,016) 1_5,153)

TOTALOTHER FINANCINGSOURCES(USES) ............................................................. (38,227) , (56.128_

NET CHANGEIN FUNDBALANCES ........................................................ 9.763 (23.149)

FundBalancesUndesign_edat July1.200% as Restlte¢l.......................................................................................... 45,064 45,064

Reservedfor EncumbrancesatJu_yI, 2001, as Restated............................................................................................ 17,531 17,531

D_ for$_seQuer_tYsers.'Ext:_mditures_tJu',V1,2001, ssRes_t_,d............................................................8.324 8.324

D_d for S_Ib.S_:luentYears'Ex,oenditun_It June30.2002 ............................................................................. {I 1.900)

FUNO BALANCESUNDESIGNATEDAT JUNE 30, 20(12...................................................... $ 68.782 $ 47.770



CentreCity Dev_o1=ment SoutheasNm E_

Vm with
Final Budget

Actual on Final Actualon Final Aclual ml Final Posltlvl

s s s s s 6,111 s s,_l s so
10.890 10.889 I

" . 48,786 51.343 (1,557)
86,769 89.563 (2o794)

1,233 988 245
18,854 23.252 (4.398)

705 848 (t43)

4,472 4,739 1.495, 1.649 24,434 33.853 (9,419)
273 361 (88)

19.818 20,431 (613)

45 30 4 409 470 (61)
500 1,200 (700)

723 (_3)

4.517 4.769 1,499 1.649 216,782 238.972 00,190)

4.517 4,769 1.546 1.649 12,420 19,007 6.587
10,678 11,721 1.043
7.543 7.585 42

74.213 96,815 22,602
52,461 54,612 2.151
2.01C 2.168 t58
5,004 5,513 509
5,659 7°777 2.118

707 554 (53)
144 141 (3)

4,517 4,769 1.546 1,649 170.83_._ 205,993 35.154

(47) 47,943 32.979 14,964

1,700 1,700
81.85_; 82,292 (436)

350 250 100

(14,;) (145)
(114.972) (123.372) 8.400

0',ol,_.L 09,193) 6.137

(38.227,_.. _,56,128) 17,901

(47) 9,71(; (23,149) 3,?.,866

86 45,150 45.064 86

17.533 17,531

8,324 8,3_4

, (11,9ooL (11.9oo)

$ $ $ ,,, 39 $ $ 68,1B21 $ 47,770 $ 21,051
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CITY OF SAN mEEK)
NONMAJOR GOVERNMENTAL FUNDS;. SPECIAL REVENUE

COMBINING BALANCE SHEET
June 30,2002
(inmmmmmds}

_ Polk_ Pulla¢ Stad_m

ASSETS

Cashor _lu_ in Pook_Cu_ 4_dItM_m_+_ .................................................. $ 9,539 $ 5,111 $ 3,272 $ 2,191 $ 1.795

Cash_ C_c_ _ ......................................................................

In_islments81:FairV,1_ue....................................................................................

Rece_rables:

Tax_ - Net.................................................................................................... 2,9_t'

Ac_ourls- Net................................................................................................. 756 530

C_ms - Net.................................................................................................... 7

SPecml_ - Net........................................................................... 305

NO_S.............................................................................................................

Aoctuedknt_rest.............................................................................................. 53 24 17 16

G_ .............................................................................................................

FromOb'_r Funds...........................................................................................

From_ _es ....................................................................................

/_:lvancesto OliverFunds.................................................................................... 398 1,565

Advlnces loOther_ ................................................................................ 470

Pml_ Ixt Reimlx.mmldeItm,nsanclDelx_.ts................................................... 4

TOTAL_ ................................. $ 11._ $ 9,627 $ 3.272 $ 2_0e $ 2+345

U_mUI_S

Aco'ued Wlges lmd Benef_ ................................................................................ 68 236

[X.,e_ O¢+erFur._ .............................................................................................

o_ to Oe_ Aael+t<_es..........................................................................................

Defe_ed Rever_ ............................................................................................... g.33 222

J_ Itom O*3_erF_ ..............................................................................

Sund_ TrustL_l_es ........................................................................................

TOTAl. I.IAB_ ......................................... 1,858 2 752 7+6

FUNDEQUITY:

Furld_:

Resef_d _ Encumbrlt¢_ .................................................................. 1.074 245 2 254

Reset_,e(I_orAdvancesan0De_o_ts........................................................ 867 1.565

Unm_ed:

De_ forunre_ize_Gam_........................................................ _2 29 _2 4

Designatedfor ,,%/_nt Yean' _ ..................................... 2B 223 409

U_ ................................................................................ 7.649 7._ 2,520 2,194 g62

TOTAL FUNDEQUITY................................................................. 9,670 9,625 2,520 2,208 1,629

TOTAL UAB4LtTIE$ANDFUNOEQUITY.......................................... $ 11,528 $ 9,627 $ 3.272 $ 2,208 $ 2,345
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un_,_

S_ Gas Tm _ Transim_ Other O_er
su_t o_on occu_ncy _ spK_ s_

_ 1"_ _ _ G_ R_ To_I

$ 1,5_4 $ 3.0e3 $ 49.855 $ 69 $ 6,404 $ 5,595 $ 72.195 S 160,623

261 261

1.CG5 1.065

4,504 5_) 3 7.493

1,954 230 G20 1,738 1.554 7.382

1 18 85 111

1,106 1,411

10 468 250 728

44 5 75 31 123 388

17 17.380 17,397

426 890 1,316

708 131 839

11,263 82 1 13,309

855 3,954 82 5,361

9 319 332

$ 3.513 $ 14,606 $ 57.10_3 $ 128 $ 9.162 $ 27.651 $ 76,_Q1 $ 218.016

$ $ 30 S 463 $ S 67 $ 1,386 S ,_1 $ 4,276

2 899 28 331 86 _1 1.661

86 86

583 1,291 1,874

639 267 906

178 178

27 248 631 11t 17.442 10,0t4 29,628

278 300 578

2,388 2.388

29 I _ 1.761 1,370 21,480 12.344 41,575

1,096 7,8_, 277 89 6,349 17,301

11,263 B2 10 13,787

41 6 2C6 19 62 225 658

42I 980 7,5r_; 128 2.146 33.583 45,483

2.972 3_,654 5,268 6.020 24,410 99,212

3.484 13.345 55.292 12_ 7.7192 6,171 64.577 176.441

$ 3.513 S 14,608 S E/,053 $ 128 S 9,162 $ 27.651 $ 76,_'1 $ 218,016
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GITY OF SAN DIEGO

NONMAJOR GOVERNMENTN. FUNDS - _,_PECUkL REVENUE

COIEIMNG STATEIENT OF REVENUES. EXPENDITURES AND CNANGES IN FUND BALANCES

Year Ended June 30, 2_12

(inThousands)

JU:qul_cm. Qu,ticemm
Im_l_wement Envlromneml| P_|ce PubliC

andOpen_n Grov_ _ Tra_ Opera_ons
REVENUES

Precee_ T_ms ................................................................... S S $ $ $

Spe_l A._e_mems ............................................................. 10.890

SalI=s Taxes ............................................................................ 924 9.252

O_er LOCalTexecs .......................................................... 13,290

Licansas and Permits ........................................................

Fines. Forflil;ares and PehaltJ8$ .............................................

Revlnue from Use of Money and pmC4lrty ............................ 300 155 9 16.389

Re_e from Federal Agencies .......................................

Revenue from O_,e_rAgencies ..............................................

Re_r_ue from Phvate Sources ............................................... 42

C.h,lrges/or Cun'ent ,_m4ces ............................................. 2.161

Other Revenue ................................................................. 198 34

Dis'U'ibu_on_rom Parl_er ................................................

TOTAL REVENUES .............................................. 14,515 13,445 9,252 9 16,423

EXPENDITURES

Current:

General Government and Support ............................... 1.127

Public Safllty - Poltoe ................................................ 8.459

Public Safety- Fm_ Ind _ SIfety ..............................

Parks, Re_"ealJon, Cullum snd Le_um ........................ 8.023 1,559 17,7_

Trans_orlal_on ......................................................... 17

SlllltaliO_ 8nd Helll_ ................................................

Ne_m_,'t'LoodSeevh:e_............................................. 4,89o
Ca_aJProtec_....................................................................... 152
ID_t Set,vice;

P_nc_pal _t ................................................. 53

I_ .................................................................. 42

TOTAL EXPENDITURES ............................................. 14.040 1,711 8.4,59 17 18.724

EXCESSme_cm,c,r) OFREVENUES
OVER EXPENDITURES ........................... 475 11,734 793 (8) (2,30,1)

OTHER FINANCING SOURCES (USES)

Transfers from P_ Funds .........................................

Tmn_em 'MornOb_er Funds .................................................... 1.211 3.950 7.511

Transfers _orn Component Unit ..............................................

Transfers to Pm_ietary Funds ...........................................

Tran_fer_ to O_er FUme,S ........................................................ (17) (1.010) (3,047) (3.g10) {5o_)

Transfers to COml_nent Un_. ..................................................

Pro_e_ from Ca_U_ Leases ......................................... 706

TOTAL OTHER FINANCING SOURCES (USES) .......... 1.194 _?,010) (3.047) 40 2.828

NET CHANGE IN FUND BALANCES ....................... 1.689 4.724 (2.254) 32 527

Fu_ndBlillln_s _! Beginning Of Year ............................................ . . 8,001 _ 4_01 4,7"74 2,176 1.102

FUND BALANCES AT END OF YEAR ................................. $ 9,670 $ $,625 $ 2,520 $ 2.208 $ 1.629
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Unbudge_

Spe¢_] Gas Tax Stnmt Transient Other Oth_

Improvement Operatl_t$ Tax _ Rmeerme Grants Retinue Total

$ $ $ $ 5.111 $ $ $ 47 $ 5.158

45 10,935

1o000 38,610 1,682 51,468

23.346 47.018 3.115 179 86.948

2.391 2,351

12 1,221 371 1,604

396 15 1.207 346 783 5.459 25,059

705 34,562 474 35,741

1.443 16,955 69 16.087 1,937 36,491

131 100 26o521 26,794

14 1,46EI 256 15,919 596 20,414

3 8 89 28 510 764 1,634

5OO 500

23.759 4.077 104,235 5.11 '_ 21,903 51,942 40.466 305,137

221 965 3,182 580 13,657 19.732

2.047 18,097 1,015 29.618

7.520 1,239 273 9,032

34,681 5,348 139 3,774 3,035 74,325

22 49,583 t6.360 65,962

74 1,921 109 312 2.316

21,9_ 5.340 32.219

2,329 1.466 454 2.309 5.174 12,747

654 1,860 1,753 4.320

102 1A55 438 2.037

2,572 50,339 37,186 5,348 t5,163 51,4'12 47.357 252.328

21.187 (46,262) 67,049 (237) 6.740 530 (6.891) 52,809

1.225 475 1°602 3,302

2.307 45.695 20,832 350 1,591 33.262 116.709

350 35O

(145) (145)

(23.024) (458) (63.887) (7.513) (4,180) (17,943) (136.378)

(6.332) (2,425) (8,757)

706

(20.862) 45.237 447.812) , , (_6.6881 (2.589,,,_ 14,496 (24,213)

325 (I .025) 19,237 (237) 52 (2,059) 7.905 28.596

31159 14.370 36.055 368 7.740 8230 56.972 147.845

$ 3,484 $. 13,345 $ 55,292 $ 128 $ 7,792 $ 6,171 $ 64,577 $ 176,441

69



CITY OF SAN DIEGO
NONMAJOR GOVERNMENTAL FUNDS - SPECMILL REVENUE

COMBINING SCHEDULE OF REVENUES. EXPENDITURES AND CHANGES mi UNDESIGNATED FUND BALANCES

BUDGET AND ACTUAL (BUDGETARY BA_;IS)
Year Ended June 30, 2002

(InT'no.smd=)

•_1-_=_ _pm-m,_andOw,.-.tk.,

Varlamce ,_h

J_lJ_ to Actual on Fibril B_dget

REVF.NIES

Pn_m'y Tax_ ............................................................................................................................ $ _; $ $ $

_ A_4mmen_ ............................................................................................................... 10.SltO 1O.ZI_O 10.1_9 1

T_ ........................................................................................................................... 924 IQ4 924
_ Lor_ T _es ....................................................................................................................

F'k_s, _ and _ .................................................................................................

Rm_'_ korn t._e of Memq' md P_¢xmy ................................................................................ _00 2O 320 222 98
R_ from F_leral Agen_tl .............................................................................................

RevemmfmmOt_rA_nokm ................................................................................................

_ Irom_ Sour_w .................................................................................................. 42 42 144 (1no)

Charges for_ _ ................................................................................................... 2,161 2.161 2.328 (167)

Revenue ......................................................................................................................... 1_ 198 358 (16o_
Dill_J:lgl_nfrom Pl/bler ..............................................................................................

ExcmmRl_mue Aopmgxtllld ......................................................................................

TOTAL REVENUf.S 14,515 20 14.53,5 14,865 (330}

EXPENDITURES

Current:

GeneralGo_m_ment n $4,_¢ort ............................................................................. 1.127 81 1_0_ "1.497 289

Pv;o_ Sa_ty . Por_e .............................................................................................

Pu_c S_w,y . F_rer_d L_ S_,_ ...........................................................................

Park=._. C_V_,re_r_ Lemxe ...................................................................... s.023 877 8.1K)O 1_..420 S,520

T mn_orl_on ..................................................................................................... 52 52 52

N_ll_od ._ ........................................................................................... 4.890 114 _004 5.513 509

De_t _

lmere_ ............................................................................................

TOTAL _ ..... 14,040 1.124 15.164 21.482 6.318

EXCESS (OEF_k"_CY) OF

OV_ t_,_NorruREs ........................................ 475 _ (_._. (e_91 ___ 5._

OTHER FINAXCING SOtmCES (USES)

Tnmsfenl fromPlrOlxieca_ Funas................................................................................................

Tmnafenl fromOdlM Funds ....................................................................................................... 1.211 1.211 1.258 (47)
T _ fmm Component Un_ ...................................................................................................

T_to _ Funds ....................................................................................................

Transfer_lo DOter Funds ......................................................................................................... (17) (17} {17}
Tr=m_-= to _ _ .'_..................................................................................................

TOTAL OTHEIt F_VU_C_G SOURCES (USES) ............................. 1.194 1.194 1,_41 [47)

NET CHANGE IN FUND BALANCES ..................................... $ 1.6_9 ,..$$ (1.1(_ 5_5 (5.376) 5.941

Fund _ Un_s_nated It July 1, 2001............................................................................................................................................... : 6.378 6.371_

_ for EroJrrtbra_:;¢ma¢.kdy 1. 2001 ................................................................................................................................................... _0 890

Dee_nated _r Su/o4mquentYears" E_(_en_tur= It Ju_ 1. 2001 ..................................................................................................................... 44 44

O_l forSul_eque_ Yews" _ _t .lune 30. 2002 ................................................................................................................. (2a) -_ (2e)

FUND BALANCES UNDESIGNATED AT JUNE 31_,2002 ...................................................... $ 7,649 $ 1.736 $ 5.913
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_ Growm Pollce D_mm_aoon

Ym_th vmm'm

XdJombmmt to A_ual on Pro" Budg_ AdJmm_m to Act,m cm Fk_ B_lg_
mxmmm,y _ J_ow m,x_my mr,_ma_y FWm

$ S _. $ $ $ S S $ $ $

9252 9,262 11.8G6 (2,55711

13.290 13,290 10.452 2.838

155 (24) 131 106 23

8.459 8.454) 8.9_" 533

1.559 150 1.700 2.593 884

152 95 247 471 _4

1.711 245 1.9545 3.(_4 1.106 8_459 8,459 8.1_2 533

11.734 I2691 11.485 7.4D6 3.9_ 793 793 2.817 (2.024)

9O2 (_)

(7.010) {717) (7.72T) [7.727_ (3.047_ (3.047) (3.047)

(7_71 (7.7_ _ ___ _3.047_ _ (3.047)

$ 4.724 $ 19_6_ 3,738 571 3._7 S {2_54) $ (2.254} (2"30) (2.C_4)

3.6_ 3.668 4.774 4.774

139 13{)

240 240

(223_

$ ?,563 S 4.719 $ 2,844 $ 2,520 $ 4.544 $ _2.0241
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CITY OF SAN DIEGO
NONUAJOR GOVF.RNMERIrAL FUNDS - SPECIAL REVENUE

COMBINING $CH£DULE OF REVENUES, EXPENDITURES AND CHANGER IN UNDESIGNATED FUND BALANCES
BUDGET AND ACTUAL (BUDGETARY BJ_SIS)

Ye_' Eitded June 30, 2002
(In Thoulr.arlds)

Vm w_h

REVEItUES

_ T_,u ........................................................................................................................... $ $ $ $ $
Spedad_ ..................................................................................................................

Ta_x_m............................................................................................................................

Other l._eJ T_ ....................................................................................................................

F_e_ Forf_a_ =nd Per_ .................................................................................................

Reven_f_mUeeofM_w4_-_Pmpm'v ................................................................................ 9 22 3_ 250 (219)
R*vem_ f_n_ F_n_ _',Ou .................................................................................................

Revem_from_ ....................................................................................................

Rever_e f_m P1tv_._S_r_s .................................................................................................

Cr_'_sforCunentSer_k_m .....................................................................................................

Oths( R_venl_e.......................................................................................................................

_,_Ibub_n fl'omP_Irer ..............................................................................................

F.x_ P._,m_ _ ......................................................................................

TOTAL _ .......... 9 22 3_ _ (219)

EXPEI_n_RES

C.unw¢

Genet_ _ m_dSu_oct .............................................................................

Pub_ Sm'_y- Po_e ..............................................................................................

l:_ol¢ S_y +F)r_ _ U_e Sde_y ............................................................................

Tmn_lpO_J_n ....................................................................................................... _7 2 lg 321 3CQ
SenJtl_n an__ .............................................................................................

N_lYo_moO Senkc*_ ...........................................................................................

_ Prmecls .........................................................................................................................
Debt Sen_:

IrderMt . ....................................

TOTAL EXPSNOfIl_E$ 17 2 _9 32_ 302

EXCESS (DEFICIENCY) OF REVENUES

ovs_ EXPENOnURES ....................... _..(._. 2O _2 ____3L_.

Oll_ER FINANCING SOtJtCES (USES)

Tr_lh_ from P_pr_tlmf Fur_l, ..............................................................................................

Tr._r_m_ flora OUn_ Fur_ ...................................................................................................... 3,g50 3.950 4,010 (60)
Tmmdm_ f_m _ Unit..................................................................................................

T_ to PrOliXity Funds ....................................................................................................

Trlmafemto _ Funds........................................................................................................... (3,910) {3,910) (3,910)
Transh_ to Conlpone_ UP_.....................................................................................................

Pmceeds trom C..m_l Lea*_ .......................................................................................

TOTAL on.Jr _ sou_,[s (us_) ................................ 4o 4o ,_o (_)

NET C)U_NGE _ FUND _ ...................................... $ 32 $ 20 52 2g 23

Fund Ba_ncee U_ a¢,_d_ 1,2001 ................................................................................................................................................. 2,13g 2.';39

Remm,q_ forErcu_ _tJuht l, 2001 ................................................................................................................................................... 3 3

Del_g_lt_d for Sui_e_Jenl yeanl,'_ at July 1, 2001 ........................................................................................................................

Dew_wm_ f_r Sub_qu_ Yeen' _ mtJune30, 20_ ....................................................................................................................

FUND BALANCES UICDE$1GNATEDAT JUNE 3_ 2_12 .................. $ 2.194 $ 2,171 $ 23
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QmdCcmlm_ium OWaUcms _ _m T_ _ im_l_m_

Vmwi_ vm with
Aclju4dmentto Actual on F'malBu4get Adjmltme_ to Actuudon FInM Budget

Eka_le_r V Bud_ FinaJ PtxVAlve BUCigMMy BucllMay Find Pcxdtive

$ $ $ $ $ $ $ $ $ $

23,346 23,348 22,8445 500

16,389 24 16.413 21,620 (5.207) 38_ 8 404 408 ' (4)

14 14 14

34 34 31 3 3 3 S0 (,[7)

•16,423 24 16,447 21,651 15.204) 23,75G 8 23.767 23,304 483

221 20 241 241

_7,768 229 17.9_15 23.412 5.417
22 22 50 28

8e3 ((_1} 182 674 4_ 2,3_9 31 2,360 2,727 367

53 53 (53)

42 ,=2 _ (_)

18._P24 .(4_, ) 18,272 24.125 5,863 2,572 51 2,6_3 3,O18 3G6

(2,301) 476 (1._C25_ _2,474.) 649 21,187 (43) 21.144 20.286 858

7.511 7,511 7.511 2,30"/ 2.307 2.307

0_) ('l_) (145)
(5.3_) (S.31m) (5,a1_)) 43O (23,O24) (23,024) (23.3e2) 338

706 {706)

2,828 (7'C6) 2.122 1.W2 430 (20,B62) (20.862) (21.200) 338

261 261 2.257 2.257

786 78_ 254 254

27 27 eoo 600

$ 962 $ 292 $ 670 S 2,972 $ 2.197 $ 775
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CITY OF SAN DIEGO

NONMAJOR GOI_IIRNMENTAL FUNDS - SPECIAl., REVENUE
COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES Ill UNDATED FUND BALANCES

BUDGET AND ACTUAL {BUDGETARY BAJ|I$}
Yea" Ended J_ 30, 2002

{In Thousands)

St_ _ Opr_

vm with
,_m_m eo Act._ a. Final _

lh_ 8uc_ FI_! Poe;tire

REVENUES

Tw,_m ................................................................................................. _.000 1.000 1.000
_ner Lc_ld TmN ................................................................................

Fnm._Per.¢_ ................................................................................................. 12 12 12

Revenu* from U*e ol Morm _ Pl_e_ .................................................................................. 15 (e) g S
Revenuefmm FederJ A_:m ............................................................................................

Reven_ f_m Other _ ........................................................................................ 1,443 1.4,,13 1.46s (22)
Rm_nue fmm P_ Soum_ ................................................................................................. 131 131 33 98

for Cummt _ ................................................................................................ 1.4_ 1,468 2.040 (572)
Omet Rew_,y,p .......................................................................................................................... 8 8 1 7
Di_z,_tJJonto _ ..................................................................................................

TOTAL REI/ENLIF.S ____ 4,077 (6_ 4.071 4.271 |200_.

C_

G_ Govwnm_ and Sum_t .............................................................................

PU_ Sdm- _k_ .............................................................................................

P_ Safm- F_ a,_ L_ Sa_'y ...........................................................................

Pad_ I:_:_el_o n, C..u_uma_clI.ewJm ......................................................................

T_ ...................................................................................................... 49.583 2.785 52.3_8 54,189 1.821
SalMOn a_d H.im_, ................................................................

hh_Rd>DrhoodSet.lic_l ..........................................................................................

De_ Sen,._:

r_'_l R_',m,w_ ............................................................................................... 854 654 654

.............................................................................................................. 102 ----_ 102 102

TOTAL _S 50.33;) 2.785 53.124 54,945 1,82"I

EXCESS (D_K;IF.J_q OF REVE.'MUES

OVERExPs.orru_s ......... i_.,_ _ [_) , (,_,0s,_) (_s_41 1,_

OTHER FWUUiCmG SOU_CF.S (USF.S)

T_ f/ore Proj_l_ll_ Fund_ ..............................................................................................

Trm_Mm from Ot_w Fu_ ....................................................................................................... 45._ 45,695 _,338 (641)

Tram_-i to Pml0_etlm/F-tm(_ ....................................................................................................

Tra-,d_m _ CrmerFun_ ........................................................................................................... [45e) (4,58) (4,_)
Trl_ _ Corr_nerltUNZ......................................................................................................

Proc**_ from_ L_ .......................................................................................

TOTAL OTHER FINANCING SOURCES (U_.S) 45.237 45.237 45.878 1641)

NEtc.,,u_s ,_ rum>_ ......... s tl,_,s_ _ _._ (_,sle) (4,_s) _o

Fund Bdar,¢_s _ed at July 1.2001 ................................................................................................................................................

Re44rv_ _orE_ _dJtdN1.2001 ................................................................................................................................................ 4.7g_ 4.79_

IDel_natld for Su=eeque_ YellS' _ allJuly 1.2_1 ........................................................................................................................

Deei_W_cl for Su_N<;uent Yem* Expendk'ur_matJune 30. 2(X_ .................................................................................................................. (_,_0) (_0)

FUND 8A,LANCE_ UNDF-._ NATI[O AT J4JNE"_, _ .................................................... S $ S
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Tmnsk_ O_pan_ Tm Zoak_k:alEx*_

Vmwlh Va..'ian_wah
Ad)_ to. Plu_AlaJon Finallbula_la /uJJmdl_ to Aclmd0_ Fin4dBudglt

,,._.tmy _ Fl,.i Poemw IkxkaotuV _ Fk_,a poa=ev.

$ $ $ $ $ S 5.'_11 $ $ 5.111 S 5.061 $ 60

38,610 38,610 38,610
47.018 47,016 _5.2(_. (9.247)

%207 (37} 1.170 140 1.030

16.955 _e,gGs 25,g14 (8,9r_)
100 100 184 (84)
256 256 40 218

89 89 89

lo4.235 137) lo4,1_ 121,1s3 (le.oe,_) 5.111 S.111 s.(:61 so

965 73G 1,704 6.971 5,267

34.681 5_436 40.117 50.1_,7 10.780 5.348 5,348 5.348

7.4 55 129 154 25

4 -
1,466 950 2,416 3_449 1,033

1.225 _.225 1,225

20.832 20.832 19.291 1.541
350 35o 35O

(63.887) (63,887) (79.032) 15.145,

(6.332) (684) (7.01e) (7,143) _27

(4;'.s_2) (esa) (_.,=_) (ee.ee4} le.3_

$ 19,237 $ 117%g()1,) 11,336 (7.202) 18.538 $(237) $ {237) (297) 60

20.517 20.517

9.982 9.9Q2

5.4O4 5,4O4 365 3_

(;,,see) (7.r,ee_ ___.(._.L (128)

s 3oea4 s 2eemt s _osT_ s s 68 s lemt
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CITY OF SAN DIEGO
NONMAJOR GO_ERIMMENTAL FUIq)$ - SPECIAL REVIENUE

COMBINING SCHEDULE OF REVENUES. EXPENDITURES AND CHANGES iN UNDESIGNATED FUND BALANCES
suo_rr AND_'rUAL (eUO_T_ _S)

YearEndedJune30,2002
(in Tho.sands)

OUwSI.._ R,,v,m_

ym wlm

,MSJuM_mlt to A4:_al on Final Budget
lk4pmy _ F_,l P,_m,,Q

Rm_F.J_J_.S

I_ Taxae ......................................................................................................................... S S $ S $

Sp41_ _ ..................................................................................................................

Se_ TIxea ..............................................................................................................................

C_herLoc_Tm:es .................................................................................................................. 3.115 3.115 3.1'Z5

F-m. Folfeltwm and Pena_em.................................................................................................. 1.221 1.221 988 233

Relvem_ from Ueeof MoneyInd PmlNItty .................................................................................. 346 30 376 496 (11El)

ReveruD from Fede_ Ageno_ .............................................................................................. 705 706 848 (143)

Rew,.xm fn_n Ob'w Anen_m .................................................................................................... _ 69 8_ ("=7)

Revenuefroml:V_'m_ ...................................................................................................

br Curre_ _ ...................................................................................................... 15.919 15.919 16.023 [104)

OtherRm ........................................................................................................................... 28 28 28

Disln1_u_n _om F'srmw ............................................................................................. 500 5oo 1.20o (70o)

_ R4v4w4_ /_ ...................................................................................

TOTAL REVENUES .... 21.903 30 21,933 19.640 2.293

EXPENgmmES

Curn_

Gener_ _ and _ ............................................................................. 3.182 22 3.204 3.880 676

PtJd_ SsfeW - Polk_ ............................................................................................. 2.047 172 2.219 2.729 510

_ - Firs and L,_ SMety ............................................................................ 7,520 23 7,543 7,$85 42

P'a=t_,_n. Cuiltureand _ ...................................................................... 13g 5 144 't4.5 1

TranlpOrud_ ......................................................................................................

S_ _ Hellth ............................................................................................. 1,821 00 1.881 2.014 133

N_ _ ..........................................................................................

Cs_tal _ ........................................................................................................................ 454 454 456 2
Debt S_vice:

Prin_Rl_reme_ ...............................................................................................

TOTN_ _1_=.._ .... 1=;.163 282 15.445 '16._10g 1.364

EXCESS (DEFICIENCY) OF RE_NUES

OVER EX]RENDnURES .__ 6.740 (232) 6.488 2.831 3.657

F_NG SOURCES (USES)

T_ h'om_ F_ ............................................................................................... 475 475 475

T_r_&fers_ Othe_Funds ...................................................................................................... 350 350 67-/ {327)

T_ from _ Ur_t ................................................................................................. 250 (2G_))

Tt_'mfo_ to P_ Fund= ....................................................................................................

"Tr'an,_lo _ Fu,r_s ........................................................................................................... (7.513) (7.S'_3.) (7.5_3)

Trandws to Com_on_¢ Unit ...................................................................................................... q8.0_o) 8.OLO

PmeN_ frorn C.mbd Le_._ .....................................................................................

TOTAL OTHER FINANCING SOURCES (USES) L6_) (6.(1_8) (7.083) 3_5

VETCtU_C.,S_ _'U_D_ s _ _ _2s2_ <_oo:) (4,=s2_ 4,or=2

Furs _ Ur,_e_n_d at .key _, 2001 ................................................................................................................................................. 5.069 5.069

Ree.en._ f.or_ .._Jutv _. 2001 ............................................................................................................................................. 901 E)01

Demgna_d for S_oeequ_t Ye_n_Ex_end'r_n_ at Ju_ I, 2001 ...................................................................................................................... "_,6,_ 1._

De, hatedforSu_ ytm' _q_endil_r_s at June30.20_ .................................................................................................................. _ - .__21_,,__._

FUND BALANCES _IGNATI_ AT JUNE 30. 2_O:t_. $ $.268 $ 3.3_ $ 1.906
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V=da_e _lh

Adl_memt to ,tct_ on Finel lkxlget
eue_eUfy Suc_aty _

$ 5.111 $ $ 5.111 $ 5,051 $ 80

10,890 10.890 10,1_9 1

_,7_ 49.786 51,343 (1,557)

86.769 M.7(_ 89,563 (2,794)

1.233 1,233 988 245

18.817 37 18,854 23_S2 (4.398)

7(:6 706 848 (143)

16.467 16.48'/ 27.485 (8._}

273 21"3 361 (88)

1g,618 19.816 20,431 (613)

3eo 3eo 440 (so)

500 500 1,2_0 (70o)

723 (723)

212.729 37 212.7e6 232,554 (19.788)

5,495 882 6.357 12,58_ 6_32

10,506 172 10,678 11,721 1.043

7.520 23 7.543 7,5_ 42

67,516 6.687 74,213 96.815 22,¢_Q

49,622 2.838 52.461 54.612 2,1S1

1,8g5 115 2.010 2,168 158

4,_ 114 5.004 5,513 509

5,264 396 5._g 7.777 2.1_8

707 707 _ (53)

144 "=,_ 14"= (3)

t53,SGg 11,217 184,776 199,$76 34.?/_)

59.170 {11,180) 47.9e0 32.979 15.011

1.700 1,700 1,700

81,8_ 81.8G6 82,2_ (43_)

3,50 350 250 tOO

(_) {_45) (.=a.5)

(114.255) (717) {:114,972) (_23.372) 6,400

(6.332) (684) (7.016) (15.153) 6.137

(_._20_ (2.107) (_.2_) (_..=28_ 17._o._

$ 23.050 $ 113.2871 9.763 (23,14g) 32,912

45.064 45,064

17,$31 17.531

8,324 8.324

S 68.782 $ 47.770 S 21,012

77



V



CITY OF SAN DIEGO
NONMAJOR GOVERNMENTAL FUNDS - SPECIAL. REVENUE

ENVIRONMENTAL GROWTH FUND
COMBINKNG BALANCE SHEET

,June 30, 2002
( _nThousands )

Two-Thirds One-Third
Requirement Requirement Total

ASSETS
Cash or Equity in Pooled Cash and Investments ............................ $ 2,3,_8 $ 2,783 $ 5,111
Receivables:

Taxes - Net ............................................................................... 1,951 976 2,927
Accrued Interest ........................................................................ 8 16 24

Advances to Other Funds .............................................................. 1,339 226 1,565

TOTAL ASSETS ...................................................................... $ 5, ,646= $ 3,981 $ 9,627

LIABILITIES

Accounts Payable ......................................................................... $ $ 2 $ 2

FUND EQUITY
Fund Balances:

Reserved for Encumbrances ..................................................... 245 245
Reserved for Advances and Deposits ....................................... 1,339 226 1,565
Unreserved:

Designated for Unrealized Gains .......................................... 12 17 29
Designated for Subsequent Years' Expenditure.,; .................. 223 223
Undesignated ....................................................................... 4.295 3,268 7,563

TOTAL FUND EQUITY ............................................................. 5,646 3,979 9,625

TOTAL LIABILITIES AND FUND EQUITY .............................. $ 5_646 $ 3,981 $ 9,627

COMBINING STATEMENT OF REVENUES_ EXPENDITURES AND CHANGES IN FUND BALANCES
Year Ended June 30, 2002

( _nThousands )

Two-Thirds One-Third
Requirement Requirement Total

REVENUES
Other Local Taxes ......................................................................... $ 8,861 $ 4,429 $ 13,290
Revenue from Use of Money and Property ................................... 75 80 155

TOTAL REVENUES ........................................................ 8,936 4,509 13,445

EXPENDITURES
Current:

Parks, Recreation, Culture and Leisure ...................................... 1,559 1,559
Capital Projects ............................................................................. 152 152

TOTAL EXPENDITURES ...................................................... 1,711 1,711

EXCESS OF REVENUES OVER EXPENDITURES .............. 8,936 2,798 11,734

OTHER FINANCING SOURCES (USES)
Transfers to Other Funds .............................................................. (6,916) (94) (7,010}

NET CHANGE IN FUND BALANCES ............................... 2,020 2,704 4,724

Fund Balances at Beginning of Year ................................................. 3,626 1,275 4,901

FUND BALANCES AT END OF YEAR ............................................ $ 5,646 $ 3,979 $ 9.625
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CITY OF SAN DIEGO
NONMAJOR GOVERNMENTAL _ - SPECIAL REVENUE

ENVIRONMENTAL GROWTH FUND
COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN UNDESIGNATED FUND BALANCES

BUDGET AND ACTUAL (BUDGETARY BASIS)
Year Ended June 30, 2002

( In Thousands )

Two:Thlrds Requirement

totoan_

Adjus_nent to Actual on Final Budgat

SudgMary Budgtoary Final Positive

REVENUES

Other Local Taxes ........................................................................................... $ 8,861 $ $ 8,861 $ 7,003 $ 1,858

Revenue fi'om Use of Money and Property .................................................... 75 (t2) 63 -- 54 9

TOTAL REVENUES ................................................ 8,936 (12) 8,92.__4 7.057 1,867

EXPENDITURES

Current

Parks. Re_a_on, Culture and I.e_ure ....................................................

Cap_ta] P_jects ..............................................................................................

TOTAL EXPENDITURES .............................................

EXCESS OF REVENUES OVER EXPENDITURES ............... 8,936 (12) 8,924 7,057 1,867

OTHER FINANCING SOURCES (USES)

Transits from Ot_er Funds ........................................................................... 902 (902)

TrinketstoOe_Fun=.................................................................................___e.91e_ (717) _ _.e33)

TOTAL OTHER FINANCING SOURCES (USES} ....................... _6,916) 1717_ _ (6,73_ _902)

NET CHANGE IN FUND BALANCES ........................................ $ 2.020 ,$., t729_ 1.291 326 _65

Fund B_dancesUndesignated at July 1,2001 ........................................................................................................... 3,004 3.004

Reserved for Encu_ at Ju_y1. 2001 ..............................................................................................................

Designated for Subsequent Years' Expenditures at July 1,2001 .............................................................................

Desig_zatedfor Subsequent Ye_,s' Expenditures at June 30. 2002 .........................................................................

FUND BALANCES UNDESIGNATED AT JUNE 30, 2002 ............................................................... $ 4.295 $ 3.330 $ 965
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One-Third Requirement Total

'Variance with Variance with

Adjustment to Actual on F'mal Budget Adjustment to Actu_ on Final Budget

Budgetary Budgetary Final Po6ibve Buclgetary Budgetary Final PosilJve

A0tual Basis Basis Budl_.:_ _ INe_ve) Actual Basis Basis Budget (Negative)

$ 4,429 $ $ 4,429 $ 3,449 _; 980 $ 13_90 $ $ 13,290 $ 10,452 $ 2.838

80 (12) 68 54 14 155 (24i, 131 108 23

4,509 112) 4,497 3,503 g'94 13,445 (24) 13,421 10.560 2,861

1,559 150 1,709 2,593 884 1,559 150 1,709 2.593 884

152 95 247 471 224 152 95 247 471 224

1,711 245 1,956 3,064 1,108 1,711 245 1.956 3.064 1.108

2,798 (25'7:) 2,541 439 2.102 11,734 ,(269) 11,465 7,4,96 3,969

902 (902)

<94) (_) (o4.) _ , <z171_

$ 2.704 S (257) 2,447 345 2,102 $ 4,724 $ _g861 3,738 671 3,067

665 665 - 3,669 3,669

139 139 139 139

240 240 240 240

(223.)_ (223) (223) (223)

$ 3,268 $ 1,389 $ 1,879 $ 7.563 $ 4,719 $ 2,844
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DEBT SERVICE FUNDS

Debt Service funds are used to account for the accumulationof resourcesfor, and the payment of,
general long-termdebt principal,interest,and relatedcosts.

CITY OF SAN DIEGO

PRE-ARRAIGNMENT DETENTION FACILITY

This fund was establishedto accountfor the paymentof principaland interestand to maintaina reserve
for certificatesof participationissuedirtfiscalyear 1992. The certificateswere issuedto fundconstruction
of a misdemeanor pre-arraignment detention facility. Certificate payments are made from funds
appropriated during the annual budget process. The reserve is to be used only in the event there are
insufficientfunds availableto pay the annual principalorinterestrequirement.

PUBLIC SAFETY COMMUNICATION,C;PROJECT

This fund was established to account for the paymentof principaland interest on general obligation
bonds issuedin 1991. These bondsare servicedby propertytaxes.

OTHER SPECIAL ASSESSMENTS FUNDS

These fundswere establishedto accotmt forthe paymentof principaland interestfor bondsissuedunder
the Improvement BondAct of 1915 and the Mello-RoosCommunityFacilitiesDistrictAct of 1982. These
bonds are serviced byassessmentsand special taxes lev_:l on propertyownerswithineach assessment
area.

BLENDED COMPONENT UNITS

CITY OF SAN DIEGO METROPOLITAN TRANSIT DEVELOPMENT BOARD AUTHORITY

This fund was establishedto accountfor the debtserviceactivitiesof the City of San Diego Metropolitan
Transit Development BoardAuthority (the "Authority")Joint PowersAgency. The Authoritywas created
to acquire, construct,maintain and operate publictransitfacilities. The Authority'sdebt service fund is
used to account for the payment of long-termdebt principaland interest. This fund is serviced by
investment income, lease paymentsfrom the City of San Diego, and proceeds from lease revenue bonds
and certificatesof participation.

CONVENTION CENTER EXPANSION FINANCING AUTHORITY

This fund was establishedto accountfor the debt service activitiesof the ConventionCenter Expansion
FinancingAuthority (the "Authority'). The Authorityis a joint powersentityof the City of San Diego and
the San Diego UnifiedPort Districtand was establishedto finance, acquire, and constructan expansion
to the existingconventioncenter. The Authority'sdebtservice fund is usedto account forthe payment of
long-termdebt principaland interest.
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DEBT SERVICE FUNDS (Continued)

BLENDED COMPONENT UNITS (Continued)

PUBLIC FACILITIES FINANCING AUTHORITY

This fund was establishedto account for the debt service activitiesof the Public Facilities Financing
Authority (the "Authority"). The Authority is a joint powers entity of the City of San Diego and the
RedevelopmentAgency of the City of San Diego and was created to finance and constructpublic capital
facilityimprovementsof the Agencyor the City. The Autho_y's debt service fund is used to accountfor
the paymentof long-termdebt principaland interest.

REDEVELOPMENT AGENCY

This fund was establishedto accountfor the debt service activitiesof the RedevelopmentAgency of the
City of San Diego (the "Agency'). The Agency was established to provide a method for revitalizing
deterioratedand blighted areas of the City of San Diego. This fund is serviced by property tax
increments,sale of realestate,and investmentincome.

SAN DIEGO FACILITIES AND EQUIPMENT LEASING CORPORATION

This fund was establishedto account for the debt service activitiesof the San Diego Facilitiesand
EquipmentLeasing Corporation(the "Corporation"). The Corporationwas established to acquire and
lease to the City of San Diego real and personalpropertyto be used in the municipaloperations of the
City. The City makes lease payments from annual appropri_ationspayable out of any source of legally
availablefunds.

SAN DIEGO OPEN SPACE PARK FACILHTIESDISTRICT #1

This fund was establishedfor the purpose of acquiring open space properties to implement the Open
Space elementof the City of San Diego General Plan. This fund was establishedto accountfor financial
resourcesaccumulatedfor the paymentof long-termdebt principaland interest. This fund is serviced by
Citycontributionsand investmentincome.
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COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS -DEBT SERVICE

Jtme 30, 2002
( In Thousands )

City of San
Ctty of D_TOB

Sa. D_p Au_or_
ASSETS

Cash or Equityin PooMdCashan_ _nveslments....................................................................................................... $ 3,532 $
Cash W_ Custodian/Fis¢_|Agent ............................................................................................................ - 2.763
Inves_ents atFair Value....................................................................................................................................... 20.227 9.646
Receivables:

Taxes - Net ................................................................................................................................... 29
$]_)¢ia|A.ccessments- Net.................................................................................................................................... 553
AccnJ_ Interest......................................................................................................................................... 45
FromOtherFunds.........................................................................................................................................
FromO_ Agent,s ..........................................................................................................................................

Prepaidand Reimbursableitem=and Delx_ls ..........................................................................................................

TOTAL ASSETS ................................................................................ $ 24.386 $ 12.409

LIABILITIES
MaturedBonds.Notesand inte_.e_Payable.............................................................................................................. $ 3 $
DeferredRevenue............................................................................................................................................ 361
AdvancesFromOtherFunds......................................................................................................................................

TOTAL LIABILITIES................................................................................................................ 364

FUND EQUITY
FundBalances:

Reservedfor DebtService........................................................................................................................................ 24,004 12,003
Unreserved:

Designatedfor UnrealizedG_ns ................................................................................................................. _8 406

TOTAL FUND EQUITY .................................................................................................... 24.022 12,409

TOTAL LIABILITIESAND FUND EQUITY ................................................................................................ $ 24,386 $ 12.409

COMBINING STATEMIENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS - DEBI' SERVICE

YNr Ended June 30, 2002
(Lq Thousand=)

REVENUES
PropertyTaxes ................................................................................................................................. $ 2,313 $
Speci_ Assessments............................................................................................................................ 11,556
RevenuefromUse of MoneyandProperty...................................................................................................... 943 709
RevenuefromPdvateSources.............................................................................................................

TOTAL REVENUES ..................................................................................................................... 14,812 709

EXPENDITURES
Current:

General GovernmentandSupport..................................................................................................... 7
DebtService:

_nd_ Retirement...........................................................................................................................................5,645 6,370
Inlerest............................................................................................................................................ 8,517 2,822

TOTAL EXPENDITURES....................................................................................................... 14.169 9.192

EXCESS(DEFICIENCY)OF REVENUES
OVER EXPENDITURES............................................................................................... 643 _8.483_

OTHER FINANCINGSOURCES (USES)
TransfersfromOtherFunds ................................................................................................................................... 6,570 8,550
Transfersto Other Funds....................................................................................................................................... (5.742}
ProceedsfromRevenueBonds...............................................................................................................................
ProceedsfromTax Alloc_on Bonds...................................................................................................................

TOTAL OTHER FINANCING SOURCES(USES) ............................................................................. 828 8,550

NET CHANGE IN FUNDBALANCES ................................................................................................... 1,471 67

FundBa_nces a_Beginningof Year,as Restated.................................................................................................... 22,551 12,342

FUND BALANCESAT END OFYEAR ........................................................................................................ $ 24,022 $ 12,409
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Conv_Uon San Diego
Center Facl_kls lind San DiegoOpen

Expaltston Public FacUitkls Equipment Space Park
Flnimc_ng Financhtg Redevek_ment Leasing Facil_es
Authorl_ Authority A_lenc_ Corporation District #1 Total

$ $ $ 132 $ $ t,729 $ 5,393
469 22,071 25,303

80,699 15,285 2,124 127,981

29
553

462 17 524
142 142

27 1_170 1.197

$ 469 $ 81,161 $ 37,657 $ 2.124 $ 2,916 $ 161.122

$ $ $ $ $ $ 3
361

1.339 1,339

1.339 1,7O3

469 81.012 34,633 1,991 1,567 155,679

149 3_024 133 10 3,740

469 81,161 37.657 2.124 1.577 159,419

$ 469 $ 81,161 $ 37,657 $ 2,124 $ 2,916 $ 161,122

$ $ $ 20,154 $ $ $ 22,467
11,556

249 (1,576) 1.480 152 256 2.213
745 745

249 (;1,576_ 22.379 152 258 3_,981

451 29 1,484 712 2.683

4,020 3.675 6,218 3,485 4,348 33,958
9,681 6,119 13,197 3.039 - 2,571 45.946

14,152 10,023 20.899 7,236 6,91e 82.587

(1_s03) (11_99) 1,_o (7,o_) (6,6eo) (4seoe)

13,393 10,388 1,734 6,6.48 6,916 54,199
(6,880) {194) (104) {12,920)

37,857 37,857
1.508 1,508

6,513 48,051 3,138 6,648 6,916 80,644

(7,390) 36,452 4,618 (436) 256 3S,038

7.859 44,709 33°038 2,560 1,321 124.381

$ 469 $ 81,161 $ 37,657 $ 2,124 $ 1.577 $ 159,419
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COMBINING BALANCE SHEET

CITY OF SAN DIEGO r
NONMAJOR GOVERNMENTAL FUNDS - DEBT SERVICE

June 30, 2002

( In Thousands )

Bud_.d U._,t.d

P_men_ Public Safety Other
Det_tlon Commualca_$ Special

Fadilty Pro_'t Assessments Total
ASSETS

Cash or Equityin Pooled Cashand Investments .................................. $ $ 1,982 $ 1,550 $ 3,532
Investmenlsat Fair Value ............ :........................................................ 20.227 20,227

Taxes - Net ......................................................................... 29 29
Soecla! Assessments - Net ............................................................... 553 553
Accrued Interest ................................................................................ 10 35 45

TOTAL ASSETS ................................................. $ $ 2.021 $ 22.365 $ 24.386llll

LIABILn'IES
IVla_ra¢lBonds, Notes and Inmn_t Payable ........................................ $ S $ 3 $ 3
Deforred Revenue ................................................................................. 361 351

TOTAL LIABILITIES ...................................... 364 364

FUND EQUITY
Fund Batances:

Rimervedfor DebtSet,Ace ................................................................. 2,009 21,995 24,004
Unree_)r_ed:

Designatedfor UnrealizeclGains ................................................. 12 6 18

TOTAL FUND EQUllr'f .................................. 2,02I 22,001 24,022

TOTAL LIABILITIES AND FUND EQUITY ..................... $ $ 2.021 $ 22.365 $ 24,386

COMBINING STATEMENT ()IF REVENUES, EX]PENDIIrIURESAND CHANGES IN FUND BALANCES
CiTY OF SAN DIEGO

NONMAJOR GOVERNMENTAL FUND6 - DEBT SERVICE
Year Ended June 30, 20{)2

(In Thousands)

REVENUES
Property Taxes ......................................................................... $ $ 2.313 $ $ 2,313
Special Assessments..................................................................... 11,556 11.556
Rs.venuafrom Use of Moneyand _rty ........................................ 97 32 814 943

TOTAL REVENUES ......................................................... 97 2.345 12.370 14.812

EXPENDITURES
Current:

General Governmentand SUl_port............................................ 7 7
DebtService:

PrincipalRetirement ........................................................................ 1.900 1.155 2.5_0 5.645
Interest ................................................................................... 152- 1.197 7.168 8,517

TOTAL EXPENDITURES .................................................... 2,052 2.352 9,765 14,169

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES ......................................... 11,955) I7) 2,605 643

OTHER FINANCING SOURCES (USES)
TransfersfromOther Funds ................................................................ 969 5,601 6,570
Transfersto Other Funds ................................................................ 15.742) (5.742)

TOTAL OTHER FINANCING SOURCES {USES) ........................ 969 (1411 828

NET CHANGF-IN FUND BALANCES ....................................... (986) (7) 2.464 1.471

Fund Balancesat Beginningof Year .................................................... 986 2.028 19,537 22,55"[

FUND BALANCES AT END OF YEAR ............................................. $ $ 2,021 $ 22,001 $ 24,022

8g



COMBINING SCHEDULE OF REVENUES. EXPENDITURES AN n CHANGES IN UNDESIGNATED FUND BALANCES
CITY OF SAN DIEGO

NONMAJOR GOVERNMENTAJ. FUNDS - DEBT SERVICE

BUDGET AND ACTUAL (BUDGETIbRY BA_S)
Year Ended Jm'_ 30, 2002

_n_)

pm-*_r_il, m_t mm,uon F_l_/

v_ wtm
AclJun.e.t_ _ _ Fk,_l _t
Budge',le,'y _ Fmei Pol4U,,.e

REVENUES

PropextyTaxes...................................................................................................................$ S S $ S

Revenuefrom Useof bl_e¥ andProper_ ......................................................................... 97 97 97

TOTALREVENUES ........................................................................ 97 97 97

EXPENDITURES

Cumen*_

Gellenl|Govemme_ltandSupport..........................................................................

Debt Service:

Pm_iDalRet_ement............................................................................................. 1..c00 1.900 1.900

In_'est .............................................................................................................. 152 152 152

TOTAL F-XPENOITURES.....................................................................-- 2.052 2,052 2.052

EXCESS{DEFICIENCY)OF REVENUES

OVER EXPENDITURES................................................................................ _..__,.,.._ 55) I1.955)

OTHER FINANCINGSOURCES{USES)

TransfersfromO_herFunds..................................................................................................... 959 969 969

TOTAL OTHER FINANCINGSOURCES{USES).............................................. 989 969 969

NET CHANGEIN FUND BALANCES.............................................................. $ (_}6_. $ (986) (9_6)

Reservedfor DeOtSecviceat July1. 2001 ................................................................................................................................................ 986 986

Reservedfor Debt$_ce atJune30. 2002 ................................................................................................................................................_ _

FUNDBALANCESUNDESIGNATEDAT JUNI; 30. 200l ....................................................................................................... $ $ $
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Pub.=salty Communir.aUormProject Tom

Vmtance wi_ Vadance

/d:lju_'tmenl to Actual o_ Filnll lhxlget A(:ljultment to ActuaJ on Final Budget
Budgetary Buclgeta_ Final Positive B_llgetary Budgetary Flrml Positive

$ 2.313 $ $ 2,313 $ 2.352 $ (39) $ 2,313 $ $ 2.313 $ 2.352 $ (39)

32 7 39 39 129 7 136 97 39

2,345 7 2,352 2,352 2.442 7 2.449 2,449

1,155 1,155 1,155 3,055 3,055 3.055

17197 1,197 1.197 I r349 1,349 1.349

2.352 2352 2,352 4,404 4,404 4,404

(7'_ 7 {I,962_ 7 (1.955) (1.955)

969 969 969

969 _ 969

$ (71 $ 7 $ 19931 S 7 (986) 1986)

2,009 2,009 2.996 2.995

_2.009) (2,009) (2.009_ (2.009)

$ $ S $ $ $
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CAPITAL PROJECTS FUNDS

Capital Projects funds are used to account for financial resources to be used for the acquisitionor
constructionof major capitalfacilities(other thanthosefinancedby proprietaryfundsand trustfunds).

CITY OF SAN DIEGO

CAPITAL OUTLAY FUND

This fund was established per Section 77 of the City Charterto account for the acquisition,construction
and completionof permanentpublicimprovementsand realproperty. Capital Outlay Fund revenuesare
derived from the sale of City-owned real propertysupplementedbysales tax revenue.

OTHER CONSTRUCTION FUND

This fund was established to account for a variety of capital projects such as park and street
improvements and constructionof publicfacilitiesin new developmentareas. Revenues in this fund are
derived from such sources as contributionsfrom developers, grants from Federal, State and other
governmentalagencies, specialassessments,specialtaxes,fees, and interestderivedtherefrom.

BLENDED COMPONENT UNITS

CONVENTION CENTER EXPANSION FINANCING AUTHORITY

This fund was establishedto account for the capital improvementactivitiesof the Convention Center
Expansion FinancingAuthority(the =Authority").The Authority,created by the Cityof San Diego and the
San Diego Unified Port District,facilitatesthe financing,acquisitionand constructionof an expansionto
the existing conventioncenter. Revenues are derivedfrom the issuanceof bonds,revenue from other
agencies and interestearnings on investments.

PUBLIC FACILITIES FINANCING AUTHORITY

This fundwas establishedto accountfor the capital improvementacquisitionand constructionactivitiesof
the Public FacilitiesFinancingAuthority(the "Authority")JointPowersAgency. The Authority,created by
the City of San Diego and the RedevelopmentAgencyof the Cityof San Diego (the =Agency"),facilitates
the financing and constructionof publiccapital improvementsof the City or the Agency. Revenues are
derived from the issuanceof bondsand interestearningson investments.

REDEVELOPMENT AGENCY

This fund was established to account _orthe capital improvementactivitiesof the RedevelopmentAgency
of the City of San Diego(the "Agency"). The Agencywas establishedto providea methodfor revitalizing
deterioratedand blightedareas of the Cityof San Diego. Fundsare derived from the City of San Diego,
from the issuance of bonds for specific redevelopmentprojects, sale of real estate and investment
income.
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CAPITAL PROJECTS FUNDS;(Continued)

BLENDED COMPONENT UNITS (Continued)

SAN DIEGO FACILITIES AND EQUIPMENT LEASING CORPORATION

This fund was establishedto accountfor the capital improvementactivitiesof the San Diego Facilitiesand
EquipmentLeasing Corporation(the "Corporation"). The Corporationwas established as a non-profit
organizationto acquire and lease to the City of San Diegon=,aland personalpropertyto be used in the
municipaloperationsof the City. This fund accounts for pn_,,eedsfrom the issuanceof Certificatesof
Participationused to finance constructionprojectsin Balboaand MissionBay parks.
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COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS - CAPITAL PROJECTS

June 30, 2002
( In Thousands )

Convention
Center

Expansion
City of Financing

SanDiego AuthorW

ASSETS

Cash or Equity in Pooled Cash and I_ .............................................................. $ 241,362 $

Cash _ Custodian/Fiscal Agent. ..................................................................................

InvestmecCs at Fair Value ................................................................................................ 16,494 1,399

Receh_4_:

Accot_ts - Net .............................................................................................................. 1,468

Notes ......................................................................................................................... 15

Accn_d InCecest.......................................................................................................... 1,302

Grants ......................................................................................................................... 15,206

From Other Funds ....................................................................................................... 5,682

From Other Agencies ........................................... ....................................................... 95

Advances to Other Funds ................................................................................................

Land Held for Resak_.......................................................................................................

Prepaid and Reimbursable Items and Deposits ...............................................................

TOTAL ASSETS ................................................................................ $ 281,624 $ 1,399

LIABILITIES

Accounts Payable ............................................................................................................ $ 49 $

Due to Other Funds ......................................................................................................... 5.666 426

Due to Other Agencies .................................................................................................... 182

Deferred Revenue ........................................................................................................... 16,856

Sundry Trust Liabilities......................................................................................................

TOTAL LIABILITIES ........................................................................................... 22,753 426

FUND EQUITY"

Fund Baiances:

Reserved for Land Held for Resaia ................................................................................

Reserved for Encumbrances ....................................................................................... 25.057

Unreserve :

Designated for Unrealized Gains 1,229

Designated for Subsequent Years' Expenditures .................................................. 122,034 973

Undesignated .................................. ;........................................................................ 110,551

TOTAL FUND EQUITY ..................................................................................... 258,871 973

TOTAL LIABILITIES AND FUND EQUITY ............................................................ $ 281,624 $ 1,399
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i'llfllll [llllllfll_liT...... -71Trlmlllr11TIf['

San Diego
Facilities And

Public Fadlitles Equipment
Financing Redevelopment Leasing

$ 21.581 $ 47,085 $ 2 $ 310,030

3 3

194,221 14 212,128

1.468

12,555 12,570

1,135 239 2.676

15,206

13,558 19,240

95

152 699 851

74.067 74,067

3 3

$ 217,089 $ 148,206 ._$ 19 , $.... 648,337

$ 8,377 $ 5,147 $ $ 13,573

906 6,99_
182

- 12,639 29,495

- 5.585 5,585

9,283 23,371 55,833

74,067 74,067

182,843 27,287 235,187

143 230 1,602

24,288 20,759 19 168,073

532 2,492 113,575

207,806 124,835 19 592,504

$ 217,089 $ 148,206 $ 19 $ 648,337
= i== mm
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COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS - CAPITAL PROJECTS

Year Ended June 30, 2002
( In Thousands ]_

Convention
Center

Expansion
City of Financing

Ban O_eo Aumor_

REVENUES

PropertyTaxes ................................................................................................................. $ $

SalesTaxes ...................................................................................................................... 30,718

Licensesand Permits....................................................................................................... 741

Revenue fromUse of Moneyand Property....................................................................... 13,719 250

RevenuefromFederalAgencies...................................................................................... 4.963

Revenue fromOtherAgencies......................................................................................... 41,196
Revenuefrom PrivateSources......................................................................................... 44,821

Ot_er Revenue................................................................................................................. 3.701

TOTAL REVENUES........................................................................................ 139,859 250

EXPENDITURES

Current:

GeneralGovernmentandSupport.................................................................... 1,779

Parks, Recreation,CultureandLeisure ............................................................. 193

Transportation.............................................................................................. 6,568

Nekjh_ Services.................................................................................. 28

CapitalProjects................................................................................................................. 133,705 9,301

TOTAL EXPENDITURES................................................................................... 142,273 9.301

EXCESS (DEFICIENCY)OF REVENUES

OVER EXPENDITURES..................................................................................... (2,414) (9.051)

OTHER FINANCING SOURCES(USES)

TransfersfromProprietaryFunds......................................................................... 55

Transfers&ore OtherFunds.............................................................................................. 43,087 2,125

Transfersto ProprietaryFunds......................................................................................... (498)

Transfersto OtherFunds ................................................................................................ {63,40g) (4,840}
Proceedsfrom RevenueBonds............................................................................

TOTAL OTHER FINANCING SOURCES(USES) .................................................. (20,765) (2.715)

NET CHANGE IN FUNDBALANCES.................................................................... (23,179) (11,766)

FundBalancesat Beginningof Year,as Restated................................................................ 282.050 12,739

FUND BALANCES AT END OF YEAR.......................................................................... $ 258,871 $ 973
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SanDiego
Facilibes And

Public Facilitkm EqulpmetM
FinancJng Redevelomnent leasing
Authority Agency C_lon To_d

$ $ 3,8,8_ $ $ 3,889
30,718

741

1,575 12,628 1 28,173

4,963

41,196

58,854 9,203 112,878
784 4,485

60.429 26,504 1 227.043

8,741 14.770 25.290

10,185 322 10.700
6.568

7.445 7.473

27,603 20.254 190.863

46.529 42.791 240,894

13.900 (16.287) 1 (13,851)

- - 55

58,724 30.473 134.409

(498)
(21.717) (4,094) - (94,060)

158,899 - 156.899

193,906 26,379 - 196.805

207.806 10,092 1 182.954

114,743 18 _J09.550

$ 207.806 $ 124,835 $ 19 $ =592,504ii
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COMBINING BALANCE"SHEET
CITY OF SAN DIE_.,O

NONMAJOR GOVERNMENTAL FUNDS;- CAPITAL PROJECTS
June 30, 2002

( In Thousands )

Cz_pita! Other
Ol_lay Construction Total

ASSETS

Cash or Equity in Pooled Cash and Inves_nents ......................... $ 14,859 $ 226,503 $ 241,362

Invest_nents at Fair Value ............................................................ 16,494 16,494

Receivables:

Accounts - Net .......................................................................... 550 918 1,468

Notes ........................................................................................ 15 15

Accrued Interest ....................................................................... 22 1,280 1,302

Grants ...................................................................................... 12,361 2,845 15,206

From Other Funds .................................................................... 5,682 5,682

From Other Agencies ............................................................... - 95 95

TOTAL ASSETS .................................................................... $ 27,792 $ 253,832 $ 281,624

LIABILmES

Accounts Payable ........................................................................ $ 9 $ 40 $ 49

Due to Other Funds .................................................................... 5,666 5,666

Due to Other Agencies ................................................................. 30 152 182

Deferred Revenue ........................................................................ 14,604 2,252 16,856

TOTAL LIABILITIES ................................................................ 20,309 2,444 22,753

FUND EQUITY

Fund Balances:

Reserved for Encumbrances ................................................... 1,991 23,066 25,057

Unreserved:

Designated for Unrealized Gains ................................... 4 1,225 1,229

Designated for Subsequent Years' Expenditures ................. 4,555 117,479 122,034

Undesignated ....................................................................... 933 109,618 110,551

TOTAL FUND EQUITY ............................................................. 7,483 251,388 258,871

TOTAL UABILrFIES AND FUND EQUITY ............................. $ 27,792 $ 253,832 $ 281,624
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COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
CITY OF SAN DIEGO

NONMAJOR GOVERNMENTAL FUNDS - CAPITAL PROJECTS
Year Ended June 30, 2002

( In Thousands )

Other
Outlay _ Total

REVENUES

SalesTaxes ............................................................................................................. $ 2,005 $ 28,713 $ 30,718

Licensesand Permits.............................................................................................. 741 741

Revenuefrom Useof Moneyand Property............................................................... 443 13,276 13,719

Revenuefrom FederalAgencies................................................................................ 4,605 358 4,963

Revenuefrom OtherAgencies.................................................................................. 37,477 3,719 41,196

Revenuefrom PrivateSources................................................................................. 10 44,811 44,821

Ot_erRevenue......................................................................................................... 2,238 1,463 3,701

TOTAL REVENUES................................................................................ 46,778 93,081 139.859

EXPENDITURES

Current

GeneralGovernmentandSupport............................................................. 214 1,565 1.779

Parks, Recreation,_re andLeisure ....................................................... (2) 195 193

Transportation....................................................................................... 6,568 6,568

Ne_hborhoodServices........................................................................................28 28

Capital Projects........................................................................................................ 50.735 82.970 133.705

TOTAL EXPENDITURES....................................................................... 50,947 91,326 142,273

EXCESS(DEFICIENCY)OF REVENUES

OVER EXPENDITURES........................................................................... (4,16g) 1,755 {2,414)

OTHER RNANCING SOURCES(USES)

TransfersfromProprietaryFunds............................................................................. 55 55
TransfersfromOtherFunds..................................................................................... 35,081 8,006 43,087

Transfersto Prop_tary Funds................................................................................. (498) (498)

Transfersto OtherFunds.......................................................................................... (35,356) (28,053) (63,409)

TOTAL OTHER FINANCING SOURCES (USES) .......................................... (275) (20,490) (20,765)

NET CHANGE IN FUND BALANCES ........................................................... {4,444) (18,735) (23.179)

FundBalancesat Beginningof Year ............................................................................. 11,927 270,123 282,050

FUND BALANCESAT END OF YEAR ................................................................ $ 7,483 $ 251.388 $ 258,871
i.. i=
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PERMANENT FUNDS

CITY OF SAN DIEGO

CARMEL VALLEY SEWER MAINTENANCE

This fund was establishedto fund the City'sshare of maintenancecostsfor a pnvate sewer system inthe
Carmel Valley community. The originalcontributionwas receivedfrom a developerand interestearnings
derivedtherefrom will finance a fifty-yearmaintenanceperiod.

CEMETERY PERPETUITY

This fund was established to account for the Mt. Hope Cemetery endowment. Investment earnings
derived from the endowmentsupplementgrave salesrevenuesinorder to finance cemeteryoperations.

EFFIE SERGEANT

This fund was established to accountfor a donationto benefitthe NorthPark BranchLibrary. Investment
earnings are used to financelibraryservices and programs.

GLADYS EDNA PETERS

This fund was established to account for a donation to benefit the Rancho Bemardo Branch Library.
Investmentearningsare usedto procureand maintaina collectionof large pnntbooksand periodicals.

LOS PENASQUITOS CANYON

This fund was established to account for the Los PenasquitosCanyon Preserve Trust Fund. Investment
earningsare used to finance operations, land acquisitions,historicalrestoration,and maintenanceof the
PenasquitosPreserve Park.

MONTEZUMA ROAD MEDIAN MAINTI=-.NANCE

This fund was established to account for an endowment from San Diego State University. Investment
earningsderived therefromare used to financethe maintenanceof mediansalong MontezumaRoad.

SOUTHCREST PARK ESTATES II

This fund was established to finance the City's landscapemaintenance costs for the SouthcrestPark
Estates II, a residential developmentwithin the SouthcrestRedevelopmentproject area. The original
contribution was received from a developer, and investmentearnings derived therefrom will finance the
permanent maintenancecosts.
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COMBINING BALANCE SHEET
CITY OF SAN DIEGO

NONMAJOR GOVERNMENTAL FUNDS - PERMANENT
June 30, 2002

(In Thousands)

cam_va_.j
Sewer Cemetery

Maintm_nce Perpetuity
ASSETS

CashorEquityinPooledCashandInveslmer_s......................................................................................................................$ 40 $ 97
CashVV_dhCustodian�FiscalAgent........................................................................................................................................... 471
)nvesb_ntsatFairValue........................................................................................................................................................ 8.326
Receivables:

Accour,ks- Net ................................................................................................................................................................... 17
AccruedInterest................................................................................................................................................................. 12

TOTAL.ASSETS.......................................................................................... $ 40 $ 8,923
i

FUNDEQUITY':
FundBalances:

ReservedforPermanentEndowrrNm=.................................................................................................................. 4O S,923

TOTALFUNDEQUITY.............................................................................................................................. $ 40 $ 8.923

COMBINING STATEMENT OF REVENUES, EXPENDITURES; AND CHANGES IN FUND BALANCES
CITY OF SAN DIEGO

NONMAJOR GOVERNMENTAL FUNDS - PERMANENT
Year Ended June 30, 2¢@2

(in Thousands)

REVENUES
RevenuefiomUseofMoneyand_ ................................................................................................................................$ 2 $ 291
Cha"gesforCurrentServCos..................................................................................................................................................... 68
OtherRevenue............................................................................................................................................................................

TOTAL RE',,_NUES....................................................................................................... 2 359

EXPENDITURES
Current:.

GeneralGovernmentandSul:co't..............................................................................................................
Parks,Recreation.CuriumandLeisure.........................................................................................................

TOTAL EXPENDITURES................................................................................................... _-

EXCESS(DEFICIENCY)OF REVENUES
OVEREXPFJ4DffURES........................................................................................................... 2 359

OTHERFINANCINGSOURCES(USES)
Trarts_r_StoOtherFunds............................................................................................................................................................ t416)

NETCHANGEIN FUNDBALANCES..................................................................................................... 2 (57)

FundBalancesat Begirmingof Year ............................................................................................................................................... 38 8.980

FUNDBALANCESAT ENDOF YEAR................................................................................................. $ 40 $ 8.923
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Mo_m

Edmm ,LosP_umos Nsd_mn _ P_

Eff=eSe_leant Petmm . C_o_ Mainte.ance EstIN_ U Total

$ 53 $ 2 $ $ 103 $ 10 $ 305
22 9 59 561

409 321 2.325 11.381

17

° 12

$ 484 $ , 332 • $ , 2.,,384 $ 103 $ 10 $ 12.276,

484 332 2,384 103 10 12.276

$ 484 $ , , 332 • $ 2,384 $ 103 $ 10 $ 12,276,

$ 18 $ 13 $ (17) $ 3 $ $ 310
_ 68

100 10 110

18 13 . ,(17) 103 10 488

- 3 * 3
3 15 18

3 15 3 21

15 (2) (20) 103 10 467

_ (11,#) (,_o)

15 (2) (134) 103 10 (63)

469 334 2,518 12.339

$ 484 $ 332 $ 2,384 $ 103 $ 10 $ 12,276
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ENTERPRISE FUNDS

Enterprisefunds are used to account for operations (a) That are financed and operated in a manner
similar to private business enterprises,where the intent of the governing body is that the costs of
providinggoodsor servicesto the general publicon a continuingbasisbe financedor recoveredprimarily
through user charges; or (b) Where the governing body has decided that periodic determinationof
revenuesearned, expenses incurred, and/or net income is appropriatefor capital maintenance, public
policy,managementcontrol,accountability,or other purposes. These funds use full accrualaccounting.

CITY OF SAN DIEGO

AIRPORTS FUND

This fundwas establishedto accountfor the operation,maintenanceand developmentof both City-owned
airports-MontgomeryandBrownFields. AirportsFund revenuesare derivedfromsuchsourcesas rent/lease
revenue,usagefees,earningsoninvestmentsandaid fromothergovernmentalagencies.

CITY STORE FUND

This fund was establishedto accountfor activitiesof the City's entrepreneurialprogram. This program
operatesretailstoreoutletsfor the purposeof sellingsurpluscity materialsand other itemspromotingthe City
of San Diego.

DEVELOPMENT SERVICES

This fundwas establishedto accountfor constructionmanagement,developmentprojectreview, permitting,
andinspectionservicesforthe City.

ENVIRONMENTAL SERVICES FUND

This fund was establishedto account for refuse disposal, collection,energy conservation,resource
management,and otherenvironmentalprograms.

GOLF COURSE FUND

This fund was establishedto operate, maintain, and improve physical conditions and initiate capital
improvementprogramsforTorreyPinesandBalboagolf courses. Revenuesare derivedfromgreenfees and
leases.

RECYCLING FUND

This fundwas establishedto accountfor the planning,implementation,operationand managementof City
recyclingandwastediversionprograms.Revenuesare derivedfromtheRecyclingFee on all wastegenerated
intheCity ordisposedof atthe Citylandfill.
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ENTERPRISE FUNDS (Continued)

BLENDED COMPONENT UNIT

SAN DIEGO DATA PROCESSING CORPORATION

This fund accounts for the operations of the San Diego Data Processing Corporation, Inc. ("SDDPC"). SDDPC
was formed for the purpose of providingdata processingservices to public agencies, primarily the City of San
Diego, which is the sole member of the Corporation. The Corporation also provides telecommunication
services to the City. Rates are charged for the various services p¢ovidedas per operating agreements and are
subject to change each year.
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NONMAJOR BUSINESS.TYPE FUNDS - O'rHER ENTERPRISE
COMBINING STATEMENT OF NET ASSETS

June 30, 2002

( In Thousands )

C_y _s_ o_o

Ain_r_ c_ Store

ASSETS

Cashor Equityin Poo_d_ andInve_men_....................................................................................................$ 6,297 $ 192

Cashwith_fsc_ Agent............................................................................................................................ 76
Receival_es:

- Net ................................................................................................................................................... 475
AccruedInterest.......................................................................................................... 37 1

Gcants......................................................................................................................................:........................... 355
FromOtherFunds.......................................................

Advarmesto OtherFunds......................................................................................................................................... 210

Inventories............................................................................................................................................................... 35

andReirnbm'_l_eItemsand_ ....................................................................................................... 5
RestoredAsse=:

CashorEquityinPooledCash_

lnves_nents- Inten_ andRedemptionFunds..............................................................................................

Cap_ Asse=- Oepre=able..................................................................................................................................... 6,756 12

CapitalIL_sets- Non-De_cedM_............................................................................................................................. 2,507

TOTALASSETS............................................................................................ 16,637 321

LIABILITIES

AocoJntsPayable..................................................................................................................................................... _1 28
Ao_uedWagesandBen_ts .................................................................................................................................. 164
OtherA¢c=ued_ ...........................................................................................................
I_ong-Te_nDebtDueWithinOneYear.............................................................................

DuetoOth_ Funds..............................................................................................................

DuetoOtherAge_i_ .............................................................................................................................................
DeferredRevenue.................................................................................................................

Deposits/AdvancesfromO_ers ...............................................................................................................................
Es_matedLa,',_ OosumandPostdosureCare......................................................................................................

Cap_ LeaseOUiga_ns.........................................................................................................................................

NetPerish1_ ................................................................................................................................................. 46

ContractsandNotesPayable..............................................................................................................................

TOTALLIABILITIES........................................................................................................ 221 28

NETASSE'rS

Investedin_ Assets,Netof Re_tstedDe_t...................................................................................................... 9.263 12
U_ ............................................................................................................................................................. 7.153 281

TOTALNETASSETS......................................................................................... $ 16,416 $

The _companyingrx)tes=rean iMewalpartof _1_rmanci_staram.mts.
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SanDiego
Data

Om-elotm_m _vlmnn'_mal Procuming

_Jrvk_$ _ Golf Course Pd_'yclMg Corporl_on Total

$ 6.469 $ 28.542 $ 5.340 $ 12.218 $ 725 $ 59.781

76

35 1.589 23 2,396 1,910 6.428

(112) 314 33 74 347

12 18 385

1.291 354 1.645

15 4.900 847 4.363 10.335

312 347

1.244 1.249

22.748 124 22.872

3.196 7.304 1.827 8.916 18.348 46.359

92.132 9.488 1.987 106.114

10.906 157.883 17.558 27.983 24.650 255.938

632 614 8 62 3,587 4.942

4.105 1,829 425 969 2,350 9,842

2.813 2,813

86 1.294 1.380

354 354

I 7 8

4.204 211 71 4.486

44 44

10.821 10.821

189 6,043 6,232

1.108 492 117 137 1.900

3.944 3.944

10.403 14.286 551 8,583 12.694 46.766

2.842 99.161 11.315 1.579 20.335 144.507

.... (2.339) 44.436 S.692 17.821 (8,379) 64.665

$ 503 $ 143.597 $ 17.007 $ 19.400 $ 11.956 $ 209.172
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NON_R BUSINESS-TYPE FUNDS - OTHER ENTERPRISE

COMBINING STATEMENT OF REVENUES, EXPENSES AND CI'b_NGE$ IN FUND NET ASSETS

Year Ended June 30, 2002

(InThousands}

Airport= City Store

OPERATING REVENUES

ChergesforServices .................................................................................................................................................. $ $ 738

Com_iJons ....................................................................................................................................................................... 3

Usage Fees ............................................................................................................................................................. 3,358

Ot_er ................................................................................................................................................................................... 237

TOTAL OPERATING REVENUES, ............................................................................... 3,5_5 741

OPERATING EXPENSES

arid Ol_r'dbons ............................................................................................................................................... 1,978 332

Co_ of Mate_als Issued .............................................................................................................................................. 309

Taxes ...............................................................................................................................................................................

Administra_on ............................................................................................................................................................ 618 89

Del_¢i_on ......................................................................................................................................................................... 480 1

TOTAL OPERAII_IIG EXPENSES ............................................................. 3,076 731

OPERA_ INCOME {LOSS) .............................................................................. 519 10

NONOPERATING RLm_NUES {EX]=tENSE$}

Earnings On Inves_r, emts .......................................................................................................................................... 282 9

Federal Grant _ .................................................................................................................................................. 89

O_er Agency Grant _ ............................................................................................................................................ 4

Gain (L_s) on _nt of _1 Assets ............................................................................................................ {3)

Debt Service Intsre_ Payments ............................................................................................................................................

Crier .....................................................................................................................................................................................

TOTAL NONOPERATING REVENUES (EXPENSES) ....................................................................................... 375 6

INCOME (LOSS) BEFORE CONTRIBUTIONS AND OPERATING TRANSFERS .............................................. 894 16

Capital Contrtbu_ons ............................................................................................................................................................ 168

T _ from Govemment_ Funds ..................................................................................................................................

Transfecs Out .....................................................................................................................................................................

Transfers to Go_,,e_mentol Funds ........................................................................................................................................ _7)

CHANGE IN NETASSETS ........................................................................................... 1,055 16

Net Assets at Beginning of Year ................................................................................................................................................ 15,361 277

NET ASSETS AT END OF YE.AR .................................................................................................................. $ 16,416 $ 293

The ac¢omplnylng notes are _lm_ I_rt of the flnancl_ stlmments.
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samDlege

_,_o_,mt Snviroemmm P_

Se_ces Services GonCourse R_yc_lng Comx_o. Total

S 44.445 $ 1,012 $ 6,753 $ 1.029 $ 57.192 $ 111,169

3

33,076 (_83 13,874 50.991

193 181 6 2,660 "t,207 4,484

44.638 34.265 7._;42 17.563 58.399 166.647

44,812 27,550 4,904 13,064 92.640

3O9

7.636 7,636

580 4,3_0 712 1.960 43,9"2"E 52,200

504 546 738 894 6,336 8,899

46.896 32.416 5.7,_ 16,918 ST,ees 161,684

(1,258} 1.853 1.688 1,645 506 4,963

603 2,464 ;k_3 790 4,471

89

916 922

(22) (10) 6 (29)

(19) (338) (357)

1,029 3 1,032

562 4.391 _.L33 461 6,128

(696) 6,244 2,(_21 2,106 506 11,091

2,'_08 2,276

643 643

(24) (22) (1) (2) (49)

(?46) _2371 _1,303) (95_ _ (500) 12,288_

(223) 5,985 2,825 2,009 6 1%6"/3

137.612 14,.ts2 _7,_1 11.950 107,499

$ 503 $ 143.597 $ 17.007 $ 19.400 $ 11,956 $ 209.172

113



NONMAJOR BUSINESS-TYPE FUNDS - OTHER ENTERPRISE

COMBINING STATEMENT OF CASH FLOW,q;

Year Ended June 30, 2002
( _. Tho_ands)

C W of .s_ olello

CASH FLOWS FROM OPERATING ACTIVITIES

ReceJ_ fi'om Custonler8 and Usecs ............................................................................................................................ $ 4.266 $ 741

F'aymen_ to Sul_ters ..................................................................................................................................................... (1.313) (724)

Payme_ to _s .................................................................................................................................................... (I,275_

NET CASH PROVIOED BY (USED FOR) OPERATING ACTIVrnES .................................. 1.678 17

CASH FLOWS FROM NONGAPITAL FINANCING ACTIVITIES

Tranm fr_n Governmental Funds ...............................................................................................................................
Transfers Out ........................................................................................................

T_ _ Govemrr_nt_ Funds .................................................................................................................................... (7)
O_ Gran_ _h_ed ..................................................................................................................................... (24)
Proceees from Aoh,ances mr_ Depots ......................................................................................................................

Payme_ for A_',*mCeS z,nd Oepo_ .................................................................................................................................. {9)

NET CASH PROVIDED BY [USED FOR)

NONCAPITAL FINANCING ACTIVITE$ .................................................................. (40)

CASH FLOWS FROM CAPffAL AND RELATED FINANCING A_S

Proceeds from Issuance of Long-Term Debt ......................................................................................................................

Procee_sf_xn C_ Ca_t_ ..........................................................................................................................168

A4:q_slt_n of Capital Assets ....................................................................................................................................... (256)
Prlnc_pa) Payments on Capital Leases .....................................................................................................................

Princil_ Payments on Long.Term Debt ..............................................................................................................................
Interes_ Paid on Lo_-Teml Debt ..............................................................................................................................

NET CASH PROVIDED BY (USED FOR) CAPtTAL

AND RELATED RKN_CI_IG/_mn_ES ................................ :. ..................... (88_

CASH FLOWS FROM INVESTING ACTIVITIES

Interest and Dt_dands Receh,_l on In'/eslments ........................................................................ 304 10

NET CASH PROVIDED BY (USED FOR) INVESTING ACTWIT_S ................................. 304 10

Net Inc_ (Deoease) in Cash an¢lCash Equlvalents ............................................................................................................. 1.854 27

Cash _ Cash Equivalents _: Beg_nlng of Year .................................................................................................................. 4.443 241

CASH AND CASH EQUIVALENTS AT END OF YEAR ............................................... $ 6.297 $ 268

Ra¢on(_llatk_ ofOperl_ng In_0_ to Net Cash
PmvlUed by (Used Foq Ol_m,_g Acrid:

O_ Income (LO_S) ....................................................................................................................................................... $ 519 $ 10

Adjustments to Reooncile Oper'at_ngIncome (Loss)to
Net Cash ProWled By (Used For) Operlmt_ _

Oepreda_n ............................................................................................................................................................... 480 1
C_anges _ Asse_ _nO l._Oirt_

(Increase) Deorease in Rece_tai>les:

- Net ........................................................... 670
From _ FunOs ...........................................................................................................................................

Increase (Decteale) in lnventodes .......................................................................................................................
Increase {Deoease] in in l:_'el_i¢l and Reimbursable Items and _ .........................................................

Increase(_) inAccounts P'aVal_ ............................................................................................................ (13) 6
i_(_)_ _w_ _ .........................................................................................13
_ (Decn_se) inOb'_er_ l;_b_Ir)es...................................................................................................

increase (Deo'e4zse) in Due to Offier Funds ........................................................................
increase(Oeoma_;e)inDeferred Revenue ...........................................................................................................

Increase (Deorease) in Net Pension L_lity .......................................................................................................... 9
Increase (Decrease) in Estimated L_nd_ll Ck_ure and Postclosure Care .......................................................

Other _ralr_ _ue (_m) ...............................................................................................................

Tota¢Adwm._ments ................................................................................................................................................ 1,159 7

NET CASH PROVIDED BY (USED FOR) OPERATING AC"RVITIES ...........................................................................$ 1.678 $ 17

The accompanying notm_ an am b_ral part of _/]mmci4d $1'atm_ents.

114



DU_

Dev_ E_ronm4m'ml Pro¢,_l_

$ 41,243 $ 35,413 $ 7,523 $ 17,613 $ 58,145 $ 164,944

00319) (19,083) (2,397) (7,3¢Z) (15,Se9) (57,_37)

_3,133) 4,976 1,867 2.862 8.649 16,816

643 643

(24) (22) (1) (2) (49)
(146) (237) (1,3O3) (95) (5OO) (2,288)

3 918 (18) 879
8 6

93 (3e=) (es) (e_zs) _ (1,191)

569 303 _I,389 / (943) (500) -- (2,000)

1,880 2.200 4,O8O
2,108 2,276

(674) (2.546) (3,568) (2,0441 (7,2081 (16,296)
(a2) (I,_Is) (10) (1,207)

(2,425) (2.425)

(19) (338) _ (387)

t693) (2,e_) (1.49o) (i.8_7_ (71.31 _ (_3.9z9)

757 2v763 383 877 5_094

757 2,763 383 877 5,094

(2,500) 5,414 (599) 1,179 706 6,081

8,969 45r8'76 5,939 11,037 143 76,648

$ 6,469 $ 51,290 $ 5,340 $ 12,216 $ 849 $ 82,729

$ (1,258} $ 1,853 $ 1,688 $ 1,645 $ 506 |; 4,963

5O4 546 138 894 6.336 8,899

(26) (54} 81 13 (253) 431
158 87 245

568 568
3O6 3O6

546 281 (93) 25 1,648 2,400
290 16'L 29 190 (89) 594

7 (373) (366)

(87) (8;')
(3,527) 83 35 (3,409)

267 89 24 50 439
901 901

1,029 3 1.032

(1,875) 3,123 179 1,217 8.143 11.953

$ I3.133) $ 4.976 $ 1.867 $ 2,862 $ 8,649 _ 16,916
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INTERNAL SERVICE FUNDS

Internal Service funds are used to account for the financing of goods or services provided by one
departmentor agency to otherdepartmentsor agenciesof the City,or to othergovernmentalunitsand/or
funds.

CITY OF SAN DIEGO

CENTRALGARAGE AND MACHINE SHOP FUND

This fundwas establishedto account 1Forthe acquisition,replacement, maintenance and fueling of the
City'smotiveequipment(excludingFire and Policevehicles).

CENTRALSTORES FUND

This fundwas establishedto providecentralizedstoreroomservices to all City departments.

PRINT SHOP FUND

This fund was establishedto providepdntingand reproductionservicesto all City departments.

SELF INSURANCE FUND

This fundwas establishedto account for self insuranceactivities, includingworker's compensationand
long-termdisabilityprogramsfor employees. Revenues are derived from rates chargedto departments
as a percentageof payroll. This fundalso accountsfor the publicliabilityreserve, which was established
for the purpose of paying claimsin excess of annual appropriations. Annually, any unspent balance of
appropriationsfromthe liabilityclaimsaccountis transferredto fundthis reserve, par City policy.

SPECIAL ENGINEERING FUND

This fundwas establishedto provide project planning, design, engineering systems management and
support, and constructionmanagement and inspection services for water and wastewater capital
improvements.

MISCELLANEOUS INTERNAL SERVICE FUND

This fund accounts for various administrative activities including risk management administration,
administrationand operationof variousemployee related programs such as unusedcompensatorytime,
unusedsickleave and unemploymentinsurance,and citywicletraining. Revenues are derived from rates
or fees chargedto the departmentsfor specificservices rendered.
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INTERNAL SERVICE FUNDS
CiTY OF SAN DIEGO

COMBINING STATEMENT OF NET ASSETS
June 30, 2002

( In Thousands )

Centrzd

Garage and Cerwal
Machine Shop Stores Print Shop

ASSETS

Cash or Equity in Pooled Cash and Investments..................................................... $ 38,425 $ 863 $ 1,435
Receivables:

Accounts- Net ...................................................................................................... 66 2.154 108

Claims - Net .......................................................................................................... 4

ContdbutJons................................................................................................

Accrued Interest ....................................................................................

Advances to Other Funds ......................................................................................... 36 92 71

Inventories................................................................................................................ 3,787

Prepaidand Reimbursable Itemsand Deposits...................................................... 621

Capital Assets - Depreciable .................................................................................... 75,809 220 1,339

TOTAL ASSETS ........................................................................................ 114,961 7,t t6 2,953

LIABILITIES

AccountsPayable ...................................................................................................... 1,051 2,435 116

Accrued Wages and Benefits ................................................................................... 1,414 117 259

LiabilityClaims ............................................................................................................

InterestAccruedon Long-TermDebt ........................................................................ 322

Long-TermDebt Due WithinOne Year ..................................................................... 6,877

Advancesfrom Other Funds ...................................................................................... 64,274 3,282

Capital Lease Obligations ......................................................................................... 19.570

Net PensionLiability................................................................................................. 365 45 67

TOTAL UABiUTIES ...................................................................................... 93,873 5,879 442

NET ASSETS

Invested in Capital Assets,Net of Related Debt ....................................................... 49,312 220 1,339

Unrestricted ............................................................................................................... , (28.224) 1,017 1,172

TOTAL NET ASSETS ................................................................................. $ 21.088 $ 1,237 $ 2.511

The accompanying notes are an integral part of thDfinancial statements.
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Special MSsceUaneous
Serf Engineering Intenml

Insurance Fund Service Total

$ 12.067 $ 3,025 $ 10,048 $ 65,861

371 8 2,707

7 11

4O4 4O4

7 34 41

- 181 24 404

3,7'87

621

1,269 78,637

12,445 4,482 10,516 152,z_.73

820 96 106 4,624

1,62t 6,929 10,:_0

42,600 42,600
322

. 6,877

67,556

19.570

360 213 1,050

43,420 2,077 7,248 152,939

1,269 52,140

. (30,975}. 1,136 3,268 (52,606)

$ .... (30,975!, $ 2,405 $ 3,268 $ (466)
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INTERNAL SERVICE FUNDS

CITY OF SAN DIEGO

COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
Year Ended June 30, 2002

( In Thousands )

Central

Garage and Cen_al
I_mhJne Shop Stems Print Shop

OPERATING REVENUES

Charges for Services ............................................................................................. $ 1,840 $ 29.701 $ 5.780

_JtJofl$ .........................................................................................................

Usage Fees ........................................................................................................... 31,Tr5

Other ...................................................................................................................... - 686 188

TOTAL OPERATING REVENUES ..................................... 34,301 29,889 5.780

OPERATING EXPENSES

Benefit and Ctaim Payments ................................................................................

Maintenance and Operations ............................................................................... :.)1,428 1,341 5,331

Cost of Materials Issued ....................................................................................... 28,543

_s_a_n ........................................................................................................ 1.198 127 356

Deprec_don ........................................................................................................... 9,973 22 123

TOTAL OPERATING EXPENSES .................................................. 32,599 30.033 5.610

OPERATING INCOME (LOSS) ..................................................... 1202 (144) (30)

NONOPERATING REVENUES (EXPENSES)

Ean_',gs on __ ...................................................................................... (2) 1

Debt Sen�ice J_erest Payments .......................................................................... (1.085)

Gairg(Loss) on SaJe._et_rement of CapilaJAssets ............................................... 96 (3) (6)

O_ ...................................................................................................................... , , 2_

TOTAL NONOPERATING REVENUES (EXPENSES) ................. (709) (5) (5)

INCOME (LO6S) BEFORE OPERATING TRANSFERS ....................... 993 (149) (35)

Transfers In ............................................................................................................ -

Transfers fromGovernmental Funds ....................................................................

Transk_ra Out .........................................................................................................

Transits to Gov_mmentat Funds ........................................................................ ._.._(_ (42} {8)

CHANGE IN NET ASSETS .................................................... 909 (191) (43)

Net Assets at Beginning of Year. as Restated .......................................................... _).179 1.428 2.554

Net As_ at End of Yem .................................................................... $ .,21,088 $ %237 $ 2,511

The accomoanying holes are an integral part of Ilfte financiaJ stabmwnts.
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Special IWAlc=l_a_l=
Self Engineering Intm'nal

Insurance Fund Service Total

$ $ 21,181 $ 6"_7 $ 59.179

24,122 21,310 45.432

- 31,775

470 '_0 1,354

24,592 21.181 21,997 137.740

• 38,300 16,=056 54,3.56

12.296 40,396

28,543

7.872 7,579 17,132

523 10,641

38.300 20,691 23.635 151,068

(13,708) 490 (1,638) (13.328)

(71) 234 162

(1.085)

19 106

2,903 1 3.184

2,903 (51) 2:_ 2,367

(10.805) 439 (1.404) (10.961)

1,980 204 2.184

6.454 245 6,699

(1,¢31]0) (1.980)

(_,28o) (1_) (_53_).. O.,_g_

(3,651) 337 (2.988) (5.627)

(27,324} 2.068 6.256 5.161

$ 130,975) $ 2,405 $ 3,268 $ (466)
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INTERNALSERVICEFUNOS
cn_ OF SANDIn.GO

COMBININGSTATEMENTOF CASH FLOWS
YearEndedJuna30, 2002

( in Thousands)

Cemral

Garagemd C_Waf
_e 8t_op _ pdms_<x)

CASH FLOWS FROM OPERA'nNG A_S

Recet_ #ore Custome_ =rtcl LUgs ....................................................................................................... $ 34,596 $ 29,07g $ 5,793

P=_nel_ t_ Supr_l_e_ ............................................................................................................................ (12.909) (27.407) (3,851)

CASH PROVI1DED BY (_ FORI OPERATING ACllVITIES ......................... 11,?25 272 137

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Tran_ In .............................................................................................................................................

Transfe_ _ Governmental Funds .......................................................................................................

•Trans_sOut........................................................................................................................................
Tr'atls_,s m Governmental FUnOS............................................................................................................. 484) {42) (8}

PTocee_ t_m _ and Oeoos:_s ............................................................................................. 11,727

Payments for _,'=nc_ and _s ................................................................................................. (461 0 2)

NET CASH PROVIDED BY (USED FOR)

No_c_rr_u_RN_(]NG_-nvrnEs....................................... 11._3 (_ (2o)

CASH FLOWS FROM CAPITAL AND RELATED FINANGING ACTNITWS

F_-oceeds_ Issuance of Long-Term Oebt ......................................................................................... 10,623

/u:_i=_io_ of Ca_l Assets ..................................................................................................................... (21,689) 491 ) (638)

Proceeds fmm t_e Sa)e of _ Assets ................................................................................................... 945

F_t_oal P=yment on _ Lease .................................................................................................... (6,018)

• Inmmst _ o_ Long-Term Del_ ................................................................................................................. (1.042}

NET CASH PROVIDED BY (USED FOR) CAPITAL

CASH FLOWS FROM INVESTING ACTIVITIES

interest and DiviOends _ on InVestments ................................................................................. (2_ 1

NET CASH PROVIDED BY (USED FOR) INVESTING ACTIVITIES .............................. 2__ 1

Net tn¢_ase 4Oecrease) in _ and Cash Ecluivakmts ......................................................................... 6,187 gl 4520)

Cash and Cash ECl_ at Beginning of Year ....................................................................................... 32.238 7";'2 1,955

CASH AND CASH EQUWALENTS AT END OF YEAR ............................................................ $ 38,425 $ 8_33 $ 1,435

Re¢onctl_tlo_1 of Operab_g In¢omo to Net Cash

Provided by (Used For) Operet_ng Acthrltles:

Or_'at_ income(L,_,s).............................................................................................................................$ 1.702 $ (1_) $ (3o)

Adjustmen_ to Reconcile Opezaen_ Income (Loss) to

Net Cash Provide_ By (Used Fo_)Opera'lmg A¢6vi0es:

De_l_abon ....................................................................................................................................... g,g73 22 123

Changes in Assets and Li_ballies:

4Increase) Decrease in Receivables:
Aoco_mls - Net ..................................................................................................................... 16 (810) '_3

Ct,_rns - Net ............................................................................................................................. 41)

(Increase) Oecrea_ in Inventotk_ ................................................................................................ 4312)
(Increase) Decrease in Prep,_l and Reimbur,_lt_ Iterr_ _d Oepo_ts ....................................... (162)

Increase (Decrease) in ACCOUntS_ .................................................................................. (227) 1,4_ (3)

tncmase 4Decm._m) in ACCrUed Wages and Benefits .................................................................. 67 9 19

Increase 4Decn_se) in Liability Ctairns ........................................................................................
increase 4[_l_ase) in Net Pension Liablty ................................................................................. 77 9 15

Other NonoDe_ Revenue (Exp_nses) ......................................................................................... 280

TO_ Adiusvnents ........................................................................................................................ 10,023 416 167

NET CASH PROVIDED BY (USED FOR) OPERATING ACTIVIT_S ..................................................... $ 11,725 $ 272 $ 137

The i¢c_|ng notes are In it_t_lr_ p4_r_of _ fl_onclal statmnents.

122



Miscenaneo_us
Special In_rnal

Insunmce En_NNldn_l Sewlce Total

$ 27,369 $ 21,182 $ 24.302 $ 142,321

48,197) 47,311) 42,711) 462,386)
(25.462) (12,407) (19,532)_ (70o568_

(6,290) _,464 2.0r_ 9.36"

1.980 204 2,184
6,454 24.5 6.699

(1.9eo} (1.98o)
(`1,280) (`102) (53) 41,569)

11,727

(16) (74)

7.154 I_18) O.'_4L _e.987

"I0,623
(414) (22,832)

945

(6.018)
4_,o42)

(4_4) 08,32,)

B62 744 8,228

11,203 2,163 9_302 57.633

$ 12,067 $ 3.025 $ 10.046 $ 65,861

$ (13,708) $ 490 $ (1.638.). $ (13.328)

523 10,6_1

(127) 2,305 %397
2 1

(312)
062)

(603) 77 23 765
277 (554_) (184}

5,243 1,876 7,119
96 4_ 246

2,903 1 3.184

7,418 974 3=697_ 22,695

$ (6,290) $ I ,_o4 $ 2,0t_ $ 9,3_7
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FIDUCIARY FUNDS

Fiduciaryfundsare usedto accountfor _esourcesheld for the benefitof partiesoutsidethe government.
The resourcesof fiduciaryfunds are not available to supportthe City's programs. The accountingused
for fiduciaryfunds is muchlike that used for proprietaryfunds.

PENSION TRUST FUNDS

CITY OF SAN DIEGO

CITY EMPLOYEES' RETIREMENT SYSTEM FUND

The City Employees'Retirement System ("CERS") Fund is under the controlof the Retirement Boardof
Administration. It is a defined benefitplan, whereby funds are accumulatedfrom contributionsfrom both
the City and employees, plus earnings from Fundinvestments. Disbursementsare made for retirements,
disabilityanddeath benefitpayments, and refunds.

SUPPLEMENTAL PENSION SAVINGS PLAN FUND

The Supplemental PensionSavings P_anFund is a defined contributionplan, where benefits depend
solely on amounts contributedto the plan by both the City and employees, plus investmentearnings.
Disbursementsare made from the fund for terminations, retirements,allowable yearly withdrawals, and
loans.

BLENDED COMPONENT UNIT

CENTRE CITY DEVELOPMENT CORPORATION

The Centre City DevelopmentCorporation("CCDC") pensionfundaccountsfor the Corporation'sdefined
contributionpension plans. Benefits depend solely on amounts contributed to the plans by both the
Corporationandemployees, plusinvestmenteamingso

AGENCY FUNDS

CITY OF SAN DIEGO

These fundswere establishedto accountfor assets held bythe City as an agent for individuals,private
organizations,other governmentsand/or funds, includingfederal and state income taxes withheldfrom
employees,401(k) plan,parkingcitationrevenues,and employeebenefitplans.
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COMBINING STATEMENT OF FIDUCUgRY NET ASSETS

PENSION TRUST FUNDS

June 30, _002

(inl"housands)

_vofsan_
Raq;)orUnoEntity

c_y_" supp_n,,u Cer_ city
Retlmmem Pu'_k>n Sawing= Owadopmem

symm P_,n _ Total

ASSETS

Cash or Equityin Pooled Cesh and f_veslTnents ............................................ $ 2,719 $ 58 $ $ 2.777
Cash _ CuslodianiF'_c_ Ager_ .................................................................. 240,878 355,142 5,180 601,200
Investments at Fair Value ............................................................................... 2,457,969 2,457.969

Receivables:

............................................................................................. 12,763 2,273 15,036

Accrued Inte_st ......................................................................................... 11.109 11,109
Loans .......................................................................................................... 19,966 19,966

Securt'desSold ........................................................................................... 47,378 47,378

Prepaid and Reimbursable Items and Deposits .............................................. I 1

Gapiml Asses - Net ........................................................................................29t - 291

TOTAL ASSETS ...................................................................... 2,773,1(_ 377,439 5,180 3,155, 727

UAmLmES

A_ounts Payable .......................................................................................... 2,9_u_ 2`94O
Accrued Wages a_d Benef_ .......................................................................... 43'T o 437
Deferred Revenue ........................................................................................... 243 ° 243

Net Pension Liabilities ................................................................... ;................. _) 99

Securities F_chesed ...................................................................................... 241.9_)_ 241,929

TOTAL LIABILITIES ................................................................ 245,648 245,648

NET ASSETS

Held in Trust for Pension _ and Other Purposes ............................. $ ,, 2_527,4_ $ 377,439 $ 5.180 $ 2,910,079

COMBINING STATEMENT OF CHANGES IN RDUCIARY NET ASSETS

Year Ended June 30, 2002

(inThou_mds)

ADOrlr'IONS

Employer ContnbutJons................................................................................... $ 79,85;] $ 22,818 $ 456 $ 103,126
Emptoyee Con_ibutJor_s.................................................................................. 82.34_; 22,766 146 105,255

Charges forServices.......................................................................................... 451 4..51

Earnings on Investments ................................................................................. (75.93,_..)_ (24,396) (518) (100.849)

TOTAL OI:_[RATING ADDITIONS ................................................... 86,711 21,188 84 107,_3

DEOUCTIONS

Benefit and Claim Paymemts........................................................................... 150.915 36.195 93 187,203
Administration ................................................................................................ 7,59(_ 1 7,591

Deprecia'don .............................................................................................. 35 35

TOTAL OPERATING DEDUCTIONS .............................................. 158,540 36,195 94 194,829

NONOPERATING REVENUES (EXPENSES)

Gain (Loss) on Saie/Re6_ment of Capital Assets ..................................... 8 8

Ct,t/_GE IN NET ASSETS ...................................................................... (74,821) ('l S.OO7) {I0) (86,838)

Net Assets at Begirming_ Year, as Restated ........................................... 2,599,281 392.446 5,190 2,996,917

NET ASSETS AT END OF YEAR ....................................................... $ 2,527,460 $ 377,439 $ 5,180 $ 2,910,079
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COMBINING STATEMENT OF FIDUCIARY NET ASSETS

AGENCY FUNDS

June 30, 2002

(In Thousands)

Other

Employee Employees' Miscellaneous
_,n_ts 4el(k) Am._cy Total

ASSETS

Cashor Equityin PooledCash and Inves_/lents....................................... $ 7,441 $ 400 $ 89,336 $ 97,177

Investmentsat Fair Value .......................................................................... - 104,059 104,059

Receivables:

Accounts- Net ....................................................................................... 48 6,489 6.537

Accrued Interest..................................................................................... 7 1 8

Loans .................................................................................................... - 5.599 - 5,599

TOTAL ASSETS ........................................................................ $ 7,496 $ 110,058 $ 95,826 $ 213,380

LIABILITIES

AccountsPayable ...................................................................................... $ 214 $ $ 2,585 $ 2,799

Employees'401{k) Plans ............................................................................ 110,058 110,058

Due to Other Funds.................................................................................... 75,564 75,564

Advancesfrom Other Funds....................................................................... 1,979 1,979

Deposits/AdvancesfromOthers ................................................................ 9.452 9.452

SundryTrustLiabilities.............................................................................. 5.303 8.225 13.528

TOTAL LIABILITIES ...................................................................... $ 7.496 $ 110.058 $ 95,826 $ 213.380
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COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES

AGENCY FUNDS

Year Ended Jtme 30, 2002

(In Thousands)

Beginldng
Balarmm,as Ending

Rutamd Additions Deductions Balance

Employee Benefits

ASSETS

Cash or Equk'y i_nPoo_edCash and I_ ............................................................... $ 6,233 $ 59,288 $ 58,080 $ 7,441

Rece_

Ac_ount_ - Net ........................................................................................................... 53 414 419 48

Ao_ued _ ........................................................................................................ 11 139 143 7

TOTAL ASSETS ....................................................... $ 6.297 $ 59,841 $ 58.642 $ 7,496ill ii

LIABILITIES

AccoutresPayable ................................................................................................................ $ 1.885 $ 27.052 $ 28.723 $ 214

Advances from Ott_erFunds ................................................................................................ 2.085 106 1.979

,_ur_myTrust IJabiil_s ........................................................................................................ 2.327 63.048 60,072 5.303

TOTAL LIABILITIES ...................................................... _S.29._._7 $ 90.100 $ 88.901 $ 7.496

Employees' 401(k)

ASSETS

Cash or Equity in Pooled Cash and Investments ............................................................... $ 360 $ 27,280 $ 27,240 $ 400

Immstmer_ at Fair Value .................................................................................................... 9_,276 35,709 30,926 104,059

Receivables:

Loans .......................................................................................................................... 5.633 2.540 2.574 5.599

TOTAL ASSETS ............................................................... $ 105,269 $ 65,529,, $, 60.740 $ 110.058

LIABILITIES

Employees"401(k) Plans ..................................................................................................... $ 1_-"69 $ 22.327 $ 17.538 $ 110.058

TOTAL LIABILITIES .................................................................... $ 10.';.2_9 $ 22_:_, $ 17.538 $ 110.058
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I_gh_Ing
Balance,as Ending

Restated Additions I)eductJons Balance

Other Miscellaneous Agency

ASSETS

Csshor Eqtdty_ PooledCashandInvostmenls...............................................................$ 92.217 $ 1,249.225 $ 1,252.106 $ 89,336
Recek,al:_m:

Accounts- Net ........................................................................................................... 6.310 6,267 6.088 6,489

AccruedInterest......................................................................................................... 2 11 12 1

TOTALASSETS.................. $ 98.529 $ 1.255.503 $ 1.258.206 $ 95.826

MABIMTIES

A_ountsPayable...............................................................................................................$ 1.668 $ 100.324 $ 99,407 " $ 2,585
Dueto OtherFunds............................................................................................................. 78.061 77.952 80,449 75.564

Deposits/Aclvance6fromOthers.......................................................................................... 10.455 3.363 4,366 9,452

SundryTrustUabaitk_..................................................................................................... 8.345 147.896 148,016 8_225

TOTALliABILITIES ........................................... $ g_.529 $ 329.535 $ 332,238 $ 95,826

TOTAL AGENCY FUNDS

ASSETS

CashorEquityinPoo_d_ and]nwmtmef_...............................................................$ 98,810 $ 1,335.793 . $ 1,337,426 $ 97,177
lnwlsbnertsatFairValue.................................................................................................. 99.276 35.709 30,926 104,059
Recelv'a_es:

Accounts- Net ............................................................................................................ 6,363 6,681 6,507 6,537

Aocru,ed interest......................................................................................................... 13 150 155 8
Loans......................................................................................................................... 5.633 2,540 2.574 5.599

TOTALASSETS..................................................................... $ 210.095 $ 1.380.873 $ 1.377.588 $ 213.380

UABIMTIES

AccountsPayable................................................................................................................$ 3,553 $ 127,376 $ 128.130 $ 2.799

Employees"401(k)Plans..................................................................................................... 105_69 22,327 17,538 110.058
Dueto O_er Funds.............................................................................................................. 78,061 77.952 80,449 75,564

Advanoesfi_ OtherFunds............................................................................................... 2,085 106 1.979

Deposi_AdvancesfromOthers......................................................................................... 10,455 3.363 4,366 9.452

SundryTrustLiabilities........................................................................................................ 10,672 210,944 208,088 13.528

TOTALUABIUTIES........................................................ $ 210.095 $ 441.962 $ 438.677 $ 213.380
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APPENDIX C

SUMMARY OF PRINCIPAL LEGAL DOCUMENTS

The following is a summary of certain provisions of the Trust Indenture and the Lease which
are not described elsewhere. This summary does not purport to be comprehensive and reference

should be made to the respective agreement for a full and complete statement of the provisions

thereof

DEFINITIONS

"Additional Lease Payment" shall mean any amount payable by the City under the terms of
the Lease Agreement, other than a Lease Payment.

"Authorized Denominations" means with reference to Bonds, $5,000 or any integral multiple
thereof.

"Authority Representative" means the Director of Financial Management of the Authority,
the Treasurer of the Authority or another official designated by such officer and authorized to act on
behalf of the Authority under or with respect to the Trust Indenture and all other agreements related
to the Trust Indenture.

"Authorized Representative of the City" shall mean the City Manager or the Deputy City
Manager and any person or persons designated by the City Manager of the City and authorized to act
on behalf of the City as certified by a written certificate signed on behalf of the City by the City
Clerk or such other officer of the City designated by the City Manager and containing the specimen

signature of each such person.

"Authorized Representative of MTDB" shall mean the General Manager and any person or

persons designated by the Board of Directors of MTDB and authorized to act on behalf of MTDB as
certified by a written certificate signed on behalf of MTDB by the General Manager or such other
officer of MTDB designated by the Board of Directors of MTDB and containing the specimen

signature of each such person.

"Bond Act" shall mean Article 4, Chapter5, Division7 of Title 1 (commencing at

Section 6584) of the Government Code of the State of California.

"Bond Counsel" means any firm of attorneys nationally recognized in the field of municipal
finance.

"Bond Fund" means the fund of that name established pursuant to the Trust Indenture.

"Bond Owner" or "Owner" shall mean the registered owner of a Bond.

"Bond Register" means the books referred to in the Trust Indenture.

"Bond Registrar" means the Trustee when acting as such.
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"Bonds" mean the $15,255,000 City of San Diego/MTDB Authority 2003 Lease Revenue

Refunding Bonds (San Diego Old Town Light Rail Transit Extension Refunding), issued by the
Authority pursuant to the Trust Indenture.

"Bond Year" means that certain period beginning and ending on the dates as selected by the
Authority in the Tax Certificate with respect to the Bonds.

"Business Day" means any day other than a Saturday or Sunday or a day on which banking
institutions are authorized or required by law to be closed for commercial banking purposes in the
State of California.

"Certificate of the Authority" means a written ce11:ificate, request or requisition signed in the
name of the Authority by its Authorized Representative.

"Closing Date" means the date that the Bonds are delivered to the original purchaser.

"Code" means the Internal Revenue Code of 1986, as amended, and the United States
Treasury Regulations proposed or in effect with respect thereto.

"Costs of Issuance" means all the costs of issuing the Bonds, including, but not limited to, all
printing and document preparation expenses in connection with the Trust Indenture, the Lease

Agreement, the Sublease, the Property Lease, the Bonds and the official statement pertaining to the
Bonds; rating agency fees; CUSIP Service Bureau charges; market study fees; legal fees and

expenses of counsel with respect to the refinancing of tlhe 1993 Project; any computer and other
expenses incurred in connection with the Bonds; the fees and expenses of the Trustee, including the
fees and expenses of its counsel, and other fees and expenses incurred in connection with the

issuance of the Bonds, to the extent such fees and expenses are approved by the Authority.

"Costs of Issuance Fund" means the fund by that name established and held by the Trustee
pursuant to the Trust Indenture.

"Defeasance Obligations" means (a) cash, or (b) non-callable Federal Securities.

"Depository" means the securities depository acting as Depository under the Trust Indenture
(which may be the City).

"DTC" means The Depository Trust Company, New York, New York, and its successors and
assigns.

"Escrow Bank" means U.S. Bank National Association, its successors and assigns.

"Escrow Agreement" means that certain Escrow Agreement dated as of May 1, 2003 by and
among the City, the Authority and the Escrow Bank.

"Escrow Fund" means the fund of that name established pursuant to the Trust Indenture.

"Federal Securities" means any direct, noncatlable general obligations of the United States of

America (including obligations issued or held in book-entry form on the books of the Department of
the Treasury of the United States of America and CATS and TGRS), or obligations the payment of
principal of and interest on which are guaranteed by the United States of America.
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"Fiscal Year" shall mean the twelve month fiscal period of the City which commences on

July 1 in every year and ends on June 30 of the succeedin_g year.

"Fitch" means Fitch Ratings, Inc., a corporation organized and existing under the laws of the
State of New York, its successors and assigns and, if such entity shall be dissolved or liquidated or

shall no longer perform the functions of a securities rating agency, "Fitch" shall be deemed to refer to

any other nationally recognized securities rating agency (other than S&P or Moody's) designated by
the City by notice to the Trustee.

"Insurance Business Day" means any day other than (i) a Saturday or Sunday, or (ii) a day on

which the Insurer's Fiscal Agent or lending institutions i,n the State of New York are authorized or

required by law or executive order to remain closed.

"Insurance Policy" means the Insurance Policy issued by the Insurer insuring the payment

when due of the principal and interest on the Bonds as provided therein.

"Insurer" means Ambac Assurance Corporation, a stock insurance company incorporated
under the laws of the State of Wisconsin, or any successor thereto or assignee thereof.

"Interest Payment Date" shall[ mean the date on which an interest installment is required to be

paid on the Bonds to the Owners thereof, which shall be each December 1 and June 1, commencing
December 1, 2003.

"Lease Agreement" shall mean this Amended and Restated Lease Agreement, dated as of

May 1, 2003, between the Authority and the City, and any and all modifications, alterations,
amendments and supplements to the Lease Agreement made in accordance with the provisions of the

Lease Agreement and the Trust Indenture.

"Lease Payment" shall mean the amount to be paid by the City for the use and occupancy of

the Property as set forth in the Lease Agreement, but does not include Additional Lease Payments.

"Lease Payment Account" shall mean the Lease Payment Account of the Bond Fund
established by the Trust Indenture.

"Lease Payment Date" shall mean the Business Day prior to each Interest Payment Date.

"Lease Term" shall mean the period during which the Lease Agreement is in effect as

specified in the Lease Agreement.

"Moody's" means Moody's Investors Service, a corporation organized and existing under the
laws of the State of Delaware, its successors and assigns, except that if such corporation shall no

longer perform the functions of a securities rating agency for any reason, the term "Moody's," shall
be deemed to refer to any other nationally recognized securities rating agency selected by the

Authority.

"MTDB" means San Diego Metropolitan Transit Development Board, a public agency

created pursuant to Division 11 of the Public Utilities Code of the State of California, and its
sucee ssors.
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"Municipal Obligations" mean any evidences of indebtedness which are described in
Section 103 of the Code and which are (i) insured obligations rated AA or better by S&P and Aa or

better by Moody's; (ii) obligations backed by a letter of credit rated AA or better by S&P and Aa or
better by Moody's; (iii) general obligations of a state of the United States rated AA/Aa, or better, by
S&P and Moody's; or (iv) any short-term obligations rated A-l+ and MIG1, by S&P and Moody's;

and which obligations in any case are not qualified bonds within the meaning of Section 141(d) of
the Code and are a tax-exempt bond within the meaning of Section 1.148-8T(e)(3) of the
Regulations.

"Net Proceeds" shall mean any insurance or condemnation proceeds paid with respect to the
Property and remaining after payment therefrom of all expenses incurred in the collection thereof;
and, with respect to insurance, if and at such time as City elects to provide self-insurance of MTDB

or the City under the Lease Agreement, any moneys payable from any such self-insurance fund.

"Nominee" means the nominee of the Depository, which may be the Depository, as
determined from time to time pursuant to the Trust Indenture.

"Outstanding" when used as of any particular time with respect to Bonds, means all Bonds
theretofore executed and authenticated by the Trustee under the Trust Indenture except:

(1) Bonds theretofore cancelled by the.,Trustee or surrendered to the Trustee for
cancellation;

(2) Bonds for the payment or redemption of which funds or Qualified
Investments described in paragraph (2) of the definition thereof in the Trust Indenture in the

necessary amount shall have theretofore been deposited with the Trustee (whether on or prior
to the maturity or redemption date of such Bond_;), provided that, if such Bonds are to be
redeemed prior to maturity, notice of such redemption shall have been given as provided in
the Trust Indenture or provision satisfactory to the Trustee shall have been made for the
giving of such notice; and

(3) Bonds in lieu of or in exchange for which other Bonds shall have been
delivered pursuant to the Trust Indenture, or which shall have been paid pursuant to the Trust
Indenture.

Notwithstanding anything herein to the contrary, in the event that the principal and/or
interest on the Bonds shall be paid by the Insurer pursuant to the Insurance Policy, the Bonds
shall remain Outstanding for all purposes, not be defeased or otherwise satisfied and not be
considered paid by the City.

"Owner" means the registered owner, as indicated in the Bond Register, of any Bond.

"Participants" shall mean those broker-dealers, banks and other financial institutions from
time to time for which the Depository holds Bonds as securities depository.

"Permitted Encumbrances" shall mean, with respect to the Property and as of any particular
time: (i) the Lease Agreement, (ii)the Trustee's interest in the Property, (iii)the Sublease and
(iv) any easements, conditions or exceptions which have been approved in writing by an Authorized
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Representative of the City or MTDB and the Insurer and which do not impair or reduce the utility of
the Property for its intended purpose.

"Prepayment Account" means the account of that name established in the Bond Fund

pursuant to the Trust Indenture.

"Principal Payment Date" shall mean each June 1, commencing June 1, 2003, on which
Bonds of any maturity regularly mature for payment of principal.

"Prior Project" shall mean that portion of the Old Town Light Rail Transit Extension,
acquired, constructed and installed on public rights of way and on the Right of Way Portion of the

Property, including the equipment to be acquired therefor and the Property.

"Property" means collectively, the parcels of real property described in Exhibit A to the
Lease Agreement as the same may be amended or supplemented from time to time and respectively

identified as the Right of Way Portion and the Maintenance Yard portion.

"Property Lease" shall mean the Amended and Restated Property Lease dated as of May 1,
2003 by and between the MTDB and the Authority pursuant to which MTDB has leased the real

property described in Exhibit A of the Lease Agreement to the Authority.

"Purchase Option Price" shall mean as to the Property, the principal amount of the

Outstanding Bonds with respect to the Property as set forth in the Lease Agreement, as the same may
be amended, plus premium, if any, on the date on which Bonds will be redeemed with such
prepayment, plus all other amounts payable pursuant to the Lease Agreement.

"Qualified Investments" mean, if and to the extent permitted by law and by any policy

guidelines promulgated by the City:

(1) For all purposes including defeasanee investments in refunding escrow
accounts (the Trustee is entitled to rely upon investment direction of the City as a
certification that such investment is a Permitted Investment):

(a) cash (insured at all times by the Federal Deposit Insurance
Corporation); or

(b) obligations of, or obligations guaranteed as to principal and interest

by, the U.S. or any agency or instrumentality thereof, when such obligations are
based by the full faith and credit of the U.S., including:

U.S. treasury obligations
All direct or fully guaranteed obligations
Farmers Home Administration
General Services Administration

Guaranteed Title XI financing
Government National Mortgage Association (GNMA)
State and Local Government Series
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(c) obligations of Government-Sponsored Agencies that are not backed

by the full faith and credit of the U.S. Gow;rnment, including:

- Federal Home Loan Mortgage Corp. (FHLMC) Debt
obligations

- Farm Credit System (formerly Federal Land Banks, Federal

Intermediate Credit Banks and Banks for Cooperatives)
- Federal Home LoarL Banks (FHL Banks)

- Federal National Mortgage Association (FNMA) Debt
obligations

- Financing Corp. (FICO) Debt obligations

- U.S. Agency for International Development (U.S.A.I.D.)
Guaranteed notes

Any security used for defeasance must provide for the timely payment of
principal and interest and cannot be callable or prepayable prior to maturity or earlier
redemption of the rated debt (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).

(2) For all purposes other than defeasance investments in refunding escrow
accounts:

(a) obligations of any of the foltlowing federal agencies which obligations
represent the full faith and credit of the United States of America, including: Export-
Import Bank, Rural Economic Community Development Administration, U.S.

Maritime Administration, Small Business Administration, U.S. Department of
Housing & Urban Development (PHA's), Federal Housing Administration and
Federal Financing Bank;

(b) direct obligations of any .of the following federal agencies which
obligations are not fully guaranteed by the full faith and credit of the United States of

America: senior debt obligations rated "Aaa" by Moody's or "AAA" by S&P issued
by the Federal National Mortgage Association (FNMA) or Federal Home Loan
Mortgage Corporation (FHLMC), obligations of the Resolution Funding Corporation

(REFCORP), senior debt obligations of tile Federal Home Loan Bank System and
senior debt obligations of other Government Sponsored Agencies approved by the
Insurer;

(c) U.S. dollar denominated deposit accounts and bankers' acceptances
with domestic commercial banks (including those of the Trustee and its affiliates)
which have rating on their short term certificates of deposit on the date of purchase of

"A-I" or "A-l+" by S&P and "P-I" by Moody's and maturing no more than 360 days
after the date of purchase (ratings on holding companies are not considered as the
rating of the bank);

(d) commercial paper which is rated at the time of purchase in the single
highest classification, "A-1+" by S&P and "P-1" by Moody's and which matures not
more than 270 days after the date of purchase;
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(e) investments in a money market fund rated "AAAm" or "AAAm-G"

or better by S&P, including funds for which the Trustee or its affiliates provide
investment advisory or other management services;

(f) pre-refunded Municipal Obligations defined as follows: Any bonds
or other obligations or any state of the United States of America of any agency,
instrumentality or local governmental unit of any such state, which are not callable at

the option of the obligor prior to maturity or as to which irrevocable instructions have
been given by the obligor to call on the date specified in the notice; and

(i) which are rated, based on an irrevocable escrow account or
fund (the "escrow"), in the highest rating category of S&P or Moody's or any
successors thereto; or

(ii) (1) which are fully secured as to principal and interest and

redemption premium, if any, by an escrow consisting only of cash or
obligations described above, wl'fich escrow may be applied only to the

payment of such principal of and interest and redemption premium, if any, on
such bonds or other obligations on the maturity date or dates thereof or the

specified redemption date or dates pursuant to such irrevocable instructions,
as appropriate, and (2) which escrow is sufficient, as verified by a nationally

recognized independent certified public accountant, to pay principal of and
interest and redemption premium, if any, on the bonds or other obligations
described in this paragraph on the maturity date or dates specified in the
irrevocable instructions referred to above, as appropriate;

(g) municipal obligations rated "Aaa/AAA" or general obligations of
states with a rating of at least "A2/A" or higher by both Moody's and S&P;

(h) investment agreements approved in writing by the Insurer (supported
by appropriate opinions of counsel);

(i) the Local Agency Investment Fund of the State, created pursuant to
Section 16429.1 of the California Government Code, to the extent the Trustee is

authorized to register such investment in its name; and

(j) other forms of investments (including repurchase agreements)

approved in writing by the Insurer.

The value of the above investments shall be determined as follows:

"Value" which shall be determined as of the end of each month, means that the value

of any investments shall be calculated as follows:

(a) for the purpose of determining the amount of any fund, all Permitted
Investments credited to such fund shall be valued at fair market value. The Trustee

shall determine the fair market value based on accepted industry standards and from

accepted industry providers. Accepted industry providers shall include, but are not
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limited to, pricing services provided by Financial Times Interactive Data Corporation,
Merrill Lynch, Citigroup Global Markets Inc., Bear Steams, or Lehman Brothers.

(b) As to certificates of deposit and bankers' acceptances: the face
amount thereof, plus accrued interest.

(c) As to any investment not specified above: the value thereof
established by prior agreement between the City, the Trustee and the Insurer.

"Qualified Reserve Fund Credit Instrument" shallLhave the meaning ascribed thereto in the
Trust Indenture.

"Rating Category" shall mean one of the lon_:-term or short-term rating categories of
Moody's and S&P; provided, however, that any refinemeat or gradation of a general rating category

by a numerical modifier or otherwise shall not be deemed _o be a separate Rating Category.

"Rebate Fund" means the fund of that name created by the Trust Indenture.

"Rebate Regulations" shall mean the Treasury Re_alations issued under Section 148(f') of the
Code.

°'Record Date" means the close of business on the fifteenth day of the month immediately
preceding any Interest Payment Date.

"Redemption Date" means any date upon which any Bonds are redeemed pursuant to the
Trust Indenture.

"Regulations" shall mean the income tax regulations promulgated or proposed by the

Department of the Treasury pursuant to the Code, tkom time to time, as applicable.

"Representation Letter" shall mean the Representation Letter from the Authority to the
Depository in substantially the form required by the Depository and on file therewith.

"Reserve Fund" means the fund of that name established pursuant to the Trust Indenture.

"Reserve Fund Surety Bond" means the surety tbr reserve dated the Closing Date to be
provided by the Insurer in an amount equal to the Reserve Requirement as of the Closing Date.

"Reserve Requirement" means as of any date of cailculation the lesser of (i) maximum annual

debt service remaining on the Bonds, (ii) 125% of averatge annual debt service on the Bonds and
(iii) 10% of the original proceeds of the Bonds, using as the annual period the period from June 2 of
any year through June 1 of the following year. Such amount may be represented at any time by a
Qualified Reserve Fund Credit Instrument described in the Trust Indenture and shall be initially

represented by the Reserve Fund Surety Bond.

"Revenues" means (a) all amounts received by the Authority or the Trustee pursuant to or
with respect to the Lease Agreement, including, without limiting the generality of the foregoing, all

of the Lease Payments (including both timely and deli_aquent payments and any late charges),
prepayments of Lease Payments, insurance proceeds and condemnation proceeds deposited in the
Insurance and Condemnation Fund, but excluding any Additional Payments, and (b)all interest,
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profits or other income derived from the investment of amounts in any fund or account established

pursuant to the Indenture.

"S&P" means Standard and Poor's Ratings Services, a division of The McGraw-Hill

Companies, Inc., or its successor.

"Six-Month Period" shall mean the period of time beginning on the Closing Date and ending
six months thereafter, and each six-month period therea_er until the latest maturity date of the Bonds

(and any obligations that refund Bonds).

"State" shall mean the State of California.

"Sublease" means the Sublease, dated as of May 1, 2003, by and between the City and

MTDB, including any amendments or supplements thereto.

"Sublease Agreement" shall mean the Amended and Restated Sublease Agreement by and

between the City and MTDB relating to the Property dated as of May 1, 2003.

"Tax Certificate" shall mean the certificate by that name to be executed by the Authority on a

Closing Date to establish certain t_cts and expectations and which contains certain covenants
relevant to compliance with the Code.

"Trust Indenture" shall mean the Trust Indenture between the Authority and the Trustee

Relating to the Old Town Light Rail Transit Extension, dated as of May 1, 2003, and any and all
amendments and supplements thereto made in accordance with the provisions thereof.

"Trustee" means Wells Fargo Bank, National Association, a national banking association

duly organized under the laws of the United States of America, and any successor trustee appointed
under the Trust Indenture.

TRUST INDENTURE

THE BONDS

Transfer and Exchange.

The registration of any Bond may be transferred upon the Bond Register upon surrender of
such Bond to the Trustee. Such Bond shall be endorsed or accompanied by delivery of the written
instrument of transfer shown in Exhibit A to the Trust Indenture, duly executed by the registered

Owner or his duly authorized attorney, and payment of such reasonable transfer fees as the Trustee
may establish. Upon such registration of transfer, a new Bond or Bonds for the same aggregate
principal amount in Authorized Denominations will be delivered to the transferee in exchange
therefor.

The Authority and the Trustee shall deem and treat the person in whose name any
Outstanding Bond shall be registered upon the Bond Register as the absolute owner of such Bond,
whether the principal of or interest on such Bond shall be:overdue or not, for the purpose of receiving
payment of principal, premium, if any, and interest on such Bond and for all other purposes, and any
such payments so made to any such registered Owner or upon its order shall be valid and effective to
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satisfy and discharge the liability upon such Bond to the extent of the sum or sums so paid, and

neither the Authority nor the Trustee shall be affected by any notice to the contrary.

Bonds may be exchanged at the principal corporate trust office of the Trustee in Los Angeles,
California for a like aggregate principal amount of Bonds of the same maturity of other Authorized

Denominations. All Bonds surrendered in any such exchange shall thereupon be cancelled by the
Trustee. The Trustee may charge the Owner such amount as may be necessary to pay the actual costs
for each new Bond issued upon any exchange and the Trustee may require the payment by the Owner

requesting such exchange of any tax or other governmental charge required to be paid on such
exchange.

The Trustee shall not be required to register the transfer or exchange of any Bond that has
been called or is to be called for redemption, during a period beginning at the opening of business 15
days before any selection of Bonds to be redeemed.

Bonds Mutilated, Lost, Destroyed or Stolen.

If any Bond shall become mutilated, the Trustee, at the expense of the Owner of such Bond,
shall authenticate a new Bond of like maturity and tenor il_ exchange and substitution for the Bond so

mutilated, but only upon surrender to the Trustee of the Bond so mutilated. Every mutilated Bond so
surrendered to the Trustee shall be cancelled by it and may be destroyed. If any Bond shall be lost,
destroyed or stolen, evidence of such loss, destruction or tlheft may be submitted to the Trustee and if

such evidence is satisfactory to the Trustee and indemnity satisfactory to the Trustee has been given,
the Trustee shall, at the expense of the Bond Owner, authenticate a new Bond of like maturity and
tenor in lieu of and in substitution for the Bond so lost, de,;troyed or stolen. The Trustee may require
payment of an appropriate fee for each new Bond deliw:red under the Trust Indenture and of the

expenses which may be incurred by it in carrying out its duties under the Trust Indenture. Any Bond
issued under the provisions of the Trust Indenture in lieu of any Bond claimed to be lost, destroyed or
stolen shall be equally and proportionately entitled to the benefits of the Trust Indenture with all
other Bonds. Notwithstanding any other provision of the Trust Indenture, in lieu of delivering a new

Bond for any Bond which has been mutilated, lost, destroyed or stolen, and which has matured, the
Trustee, at the direction of the Authority, and upon receipt of the evidence and indemnity described
above on lost, destroyed or stolen Bonds shall make payment of the principal and interest on such
Bond.

Bond Register.

The Trustee shall keep or cause to be kept at its corporate trust office in Los Angeles,
California sufficient books for the registration and registration of transfer of the Bonds, which books

shall, upon reasonable request, be open to inspection by the Authority and the City during regular
business hours. Upon presentation for registration of transfer, the Trustee shall, as above provided
and under such reasonable regulations as it may prescribe subject to the provisions of the Trust
Indenture, register or register the transt_r of the Bonds, or cause the same to be registered or cause
the registration of the same to be transferred, on such books.

Non-Presentation of Bonds.

In the event any Bonds shall not be presented for payment when the principal thereof

becomes due or on any Redemption Date or Principal Payment Date, if funds sufficient to pay or
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redeem the principal of, premium, if any, and accrued interest on such Bonds shall be held by the
Trustee for the benefit of the Owner or Owners thereof, all liability of the Authority to the Owner or

Owners thereof for the payment of such Bonds shall forthwith cease, determine and be completely
discharged and thereupon it shall be the duty of the Trustee to hold such funds without liability for
interest thereon, for the benefit of the Owner or Owners of such Bonds who shall thereafter be

restricted exclusively to such funds for any claim of whatever nature on, or with respect to, such
Bonds.

Unclaimed Moneys.

All moneys which the Trustee shall have received from any source and set aside for the

purpose of paying any of the Bonds shall be held in trust for the respective Owners of such Bonds
and shall not be invested by the Trustee, for a period of two (2) years after the date on which any

payment with respect to such Bonds shall have become due and payable shall be paid to the
Authority; provided, however, that the Trustee, before making any such payment, shall at the
expense of the Authority cause notice to be given to the Owners of such Bonds, by mail and by a

single publication in The Bond Buyer or other financial newspaper in general circulation throughout
the United States, not less than ninety (90) days prior to the date of such payment to the effect that
said moneys have not been claimed and that atter the date named therein any unclaimed balance of

said moneys then remaining will be remitted to the Authority. To the extent any interest is earned on
such funds, such amounts shall be transferred upon receipt to the Bond Fund. Thereatier, the Owners
of such Bonds shall look only to the Authority for payment and then only to the extent of the amount
so received by the Authority from the Trustee without any interest thereon, and the Trustee shall have

no responsibility with respect to such moneys.

FUNDS AND ACCOUNTS

Subject only to the provisions of the Trust Indenture permitting the application thereof for the

purposes and on the terms and conditions set forth therein an din accordance with the granting
clauses thereof, all of the Revenues and any other amounts (including proceeds of the sale of the
Bonds) held in any fund or account established pursuant to the Indenture are hereby pledged by the

Authority to the Trustee to secure the payment of the principal of and interest on the Bonds in
accordance with their terms and the provisions of the Trust Indenture. Said pledge shall constitute a
lien on and security interest in such assets and shall attach, be perfected and be valid and binding

from and after the Closing Date, without any physical delivery thereof or further act.

The Authority hereby transfers in trust, grants a security interest in and assigns to the Trustee,
for the benefit of the Owners from time to time of the Bonds, all of the Revenues and all of the right,

title and interest of the Authority in the Lease Agreement (except for the right to receive any
Additional Payments to the extent payable to the Authority and certain rights to indemnification set
forth therein). Such assignment is to the Trustee solely in its capacity as Trustee under the Trust
Indenture and not in its individual or personal capacity and is subject to the provisions of the Trust
Indenture. In acting pursuant to such assignment, the Trustee is entitled to all of the protections,

limitations from liability and indemnities provided it under the Trust Indenture. The Trustee shall be
entitled to and shall collect and receive all of the Revenues, and any Revenues collected or received
by the Authority shall be deemed to be held, and to have been collected or received, by the Authority

as the agent of the Trustee and shall forthwith be paid by the Authority to the Trustee. The Trustee
also shall be entitled to and shall, subject to the provisions of the Trust Indenture, take all steps,
actions and proceedings which the Trustee determines to be reasonably necessary in its judgment to
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enforce, either jointly with the Authority or separately, all of the rights of the Authority and all of the
obligations of the City under the Lease Agreement.

Establishment and Application of Escrow Fund.

There is established by the Trust Indenture in trust a special fund designated the "Escrow
Fund," which shall be held by the Trustee, and which shall be kept separate and apart from all other
moneys held by the Trustee. On the Closing Date, all of the moneys deposited in the Escrow Fund

under the Trust Indenture shall be immediately transferred to the Escrow Bank, for application to the
refunding and defeasance of the 1993 Bonds in accordance: with the Escrow Agreement.

Costs of Issuance Fund.

The Trustee shall establish, maintain and hold i:a trust a separate fund designated as the
"Costs of Issuance Fund". The moneys in the Costs of Issuance Fund shall be used and withdrawn

by the Trustee to pay the Costs of Issuance upon submission of a written requisition from a Authority
Representative 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 second Business Day preceding November 1, 2003, or upon the earlier written request of a
Authority Representative, all amounts :remaining in the Costs of Issuance Fund shall be transferred
by the Trustee to the Bond Fund.

Establishment and Application of Bond Fund.

(a) General. There is established by the Trust Indenture in trust a special fund

designated the "'Bond Fund," which shall be held by the Trustee and which shall be kept separate and
apart from all other funds and accounts held by the Trustee. The Trustee shall administer the Bond

Fund as provided in the Trust Indenture. The Bond Fund shall be maintained by the Trustee until
such date as there are no Bonds Outstanding. Within the Bond Fund, the Trustee shall establish the
following accounts and subaccounts:

(i) the Lease Payment Account; and

(ii) the Prepayment Account.

(b) Lease Payment Account. Lease Payments paid by the City and the proceeds of rental

interruption insurance with respect to the Property, if any, and any other amounts received by the
Trustee in respect of Lease Payments shall be deposited by the Trustee in the Lease Payment
Account. Amounts on deposit in the Lease Payment Account shall be used to pay principal and
interest on the Bonds as provided in the Trust Indenture. If the amount on deposit in the Lease
Payment Account on the Business Day immediately weceding each Interest Payment Date or

Principal Payment Date, as the case may be, is not in an amount equal to the principal and interest
due on the Bonds on such date, the Trustee shall transfer from the Reserve Fund, in accordance with

the Trust Indenture, the amount necessary to make up the difference. Any other amounts received by
the Trustee for credit to the Lease Payment Account shall be held therein and applied as provided in
this paragraph. In the event that the amount on deposit in the Lease Payment Account after transfers

from the Reserve Fund as provided in the Trust Indenture is not sufficient to pay the full principal
and interest due on the Bonds on said Lease Payment [)ate, the amount on deposit in the Lease
Payment Account shall be applied first to the payment of interest due on the Bonds on a pro rata
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basis and second to the payment of principal due on the Bonds on a pro rata basis. If the City shall

fail to deposit with the Trustee a Lease Payment on the applicable Lease Payment Date, the Trustee
shall, within three Insurance Business Days after such Lease Payment Date, notify the Insurer of such
failure. The Insurance Policy shall be held by the Trustee and, shall be deemed to be held in the

Lease Payment Account.

(c) Prepayment Account. Any proceeds of insurance or awards in respect of taking under

the power of eminent domain not required to be used for the repair, reconstruction or replacement of

any portion of the Property, any damage awards or amounts received by the Trustee with respect to
the reletting of the Property or any part thereof after a default by the City pursuant to the Lease
Agreement, any amounts deposited by the City upon exercise of its option to purchase all of the

Property pursuant to the Lease Agreement, and any other amounts provided for the redemption of
Bonds in accordance with the Trust Indenture, shall be deposited by the Trustee in the Prepayment

Account. Amounts on deposit in the Prepayment Account shall be used to pay the redemption price
on the Bonds as provided in the Trust Indenture. If, on the Business Day immediately preceding

each Redemption Date, the amount on deposit in the Prepayment Account is insufficient to pay the
principal and accrued interest due on the Bonds for early redemption on such Redemption Date plus

any premium due, then amounts for such purpose may be transferred from the Reserve Fund for such
purpose. Any other amounts received by the Trustee for deposit into the Prepayment Account shall
be held in the Trust Indenture and applied as provided in this paragraph. Any amounts remaining in

the Prepayment Account following any Redemption Date shall be remitted to the City.

(d) Surplus. Any amounts remaining in the Bond Fund on each June 2 during the term of
the Lease Agreement except for amounts held in the Prepayment Account to pay Bonds for which
notice of redemption has been given, shall be transferred to the Reserve Fund to the extent that the

amount on deposit therein is less than the Reserve Requirement, and any remainder shall be paid to
the City.

(e) Notice to City of Amounts Due. (1) On or prior to 3:00 p.m., San Diego time, on the

third Business Day prior to each Interest Payment Date, the Trustee shall notify the City (i) of the
amount of interest due and payable on such Interest Payment Date and (ii) the amount available to
pay such interest in the Lease Payment Account in the Bond Fund and other credits thereon, and

(iii) the balance of Lease Payments due on such date; (2) if by 2:00 p.m., San Diego time, on the
Business Day before each Interest Payment Date, the Trustee shall not have received the Lease
Payments due on such date, the Trustee shall on such day exercise best efforts to notify the City of
such fact.

(f) Late Payment of Lease Payments. If any payment of Lease Payments by the City is
received by the Trustee after the date on which such payment was due, the Trustee shall deposit such

payment in the Reserve Fund to the extent necessary to replenish the Reserve Fund for amounts
transferred therefrom to provide for the payment of principal, interest or premium on the Bonds and

shall apply any excess to the Lease Payment Account.

Establishment and Application of ]Reserve Fund.

(a) There is established by the Trust Indenture in trust a special fund designated the
"Reserve Fund," which shall be held by the Trustee and which shall be kept separate and apart from
all other funds and accounts by the Trustee. There shall be deposited in the Reserve Fund on the
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Closing Date the Reserve Fund Surety Bond in a stated ,amount equal to the Reserve Requirement.
The Trustee shall administer the Reserve Fund as provided in the Trust Indenture.

The Reserve Fund shall be maintained by the Trustee and applied in accordance with the

terms of the Trust Indenture until there are no longer any Bonds Outstanding; provided, however,
that amounts on deposit in the Reserve Fund may be used to make the last principal payments on the

Bonds to the extent the amount on deposit therein is greater than or equal to the remaining principal
payments.

If at the close of business on the Business Day pr:ior to any Interest Payment Date, Principal
Payment Date or Redemption Date, amounts on deposit in the Bond Fund are less than the principal
and interest payments due on the Bonds on any such date, then the Trustee shall transfer from the

Reserve Fund for credit to the Lease Payment Account or the Prepayment Account, as appropriate, of
the Bond Fund an amount sufficient to make up such deficiency. In the event of any such transfer,
the Trustee shall, within (5) five days thereafter, mail written notice to the Authority of the amount
and the date of such transfer.

Interest earned on moneys in the Reserve Fund which has been certified in writing by the
Authority to the Trustee to represent Excess Investment Earnings shall be transferred to the Rebate
Fund.

Subject to the immediately preceding paragraph, tile Trustee shall, not less than semiannually
on May 15 and November 15 of each year, transfer any amounts in respect of investment earnings on

hand in the Reserve Fund in excess of the Reserve Requirement, if any, to the Lease Payment
Account in the Bond Fund tbr application in accordance with the Trust Indenture.

For purposes of determining whether the Reserve Requirement is met as of any given point in

time, the Trustee shall value all Qualitied Investments not less often than semiannually on May 15
and November 15 of each year at the cost of such investments (inclusive of accrued but unpaid
interest and inclusive of any commissions).

(b) Anything to the contrary in the Trust Indenture notwithstanding the Authority may at
any time substitute, with the prior written consent of the Insurer, a "Qualified Reserve Fund Credit

Instrument" described below for the moneys then held in the Reserve Fund pursuant to the Trust

Indenture and upon such substitution, the City shall be entitled to receive all moneys then held in the
Reserve Fund free and clear of the lien of the Trust Indenture. A Qualified Reserve Fund Credit

Instrument shall mean any letter of credit or surety bond (i) issued by an institution whose long-term
debt is rated "AA" or better by Standard & Poor's Ratings Services and Moody's Investors Service
and approved in writing by Standard & Poor's Ratings Services with concurrent written notice to

Moody's, (ii)having a term of one year or longer and a stated principal amount available for
payment equal to the Reserve Requirement, (iii) the terms of which require payment on one or more
draws or demands therefor to the Trustee as beneficiau: on the day following demand therefor,
conditioned solely on receipt from the Trustee of certitication that the conditions to transfer of
moneys from the Reserve Fund to the funds and accoun_:s created under the Trust Indenture have

occurred and specifying the amount demanded, (iv) accompanied by an opinion of Bond Counsel to
the effect that the delivery of the letter of credit or surety bond will not adversely affect the exclusion
of interest on the Bonds from gross income for federal tax purposes under Section 103 of the Code

and an opinion of other legal counsel to the effect that the letter of credit or surety bond is a valid and
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binding obligation of the issuer thereof enforceable against it in accordance with its terms subject
only to customary bankruptcy and creditors remedies exceptions applicable to the issuer thereof.

Any such Qualified Reserve Fund Credit Instrument must also permit payment to the Trustee
(7) seven days prior to the expiration date thereof unless the Trustee receives the Reserve
Requirement either in cash or in the form of a substitute Qualified Reserve Fund Credit Instrument
prior to such date.

In the event the Authority &:livers a Qualified Reserve Fund Credit Instrument, the Trustee
shall hold and apply such instrument pursuant to the Trust Indenture so as to have moneys available

thereunder for the purposes and at the times required under the Indenture.

(c) The Trustee shall receive on the Closing Date the Reserve Fund Surety Bond in the

stated amount equal to the Reserve Requirement as of the Closing Date. The Reserve Fund Surety
Bond constitutes a Qualified Reserve Fund Credit Instrument for purposes of the Trust Indenture.

(1) To the extent the Reserve Fund Surety Bond shall be in full force and effect,
the Trustee and the City shall apply amounts represented by the Reserve Fund Surety Bond in
accordance with the Reserve Fund Surety Bond and the Trust Indenture. If the Reserve Fund

Surety Bond is not in full force and effect, the Trustee shall deposit in the Reserve Fund the
amounts required to be deposited therein pursuant to this Agreement and apply moneys in the
Reserve Fund in accordance with the Trust Indenture.

(2) As long as the Reserve Fund Surety Bond shall be in full force and effect, the

City and Trustee agree to comply with the following provisions:

(i) in the event and to the extent that moneys on deposit in the Lease
Payment Account, plus all amounts on deposit in and credited to the Reserve Fund in
excess of the amount of the Reserve Fund Surety Bond, are insufficient to pay the

amount of principal and interest coming ,due, then the Trustee shall demand payment
under the Reserve Fund Surety Bond at the times and in the amounts as needed to

fund in cash the amount payable from the Reserve Fund Surety Bond for application
to the Reserve Fund; provided, however, that in the event that the amount on deposit
in, or credited to, the Reserve Fund, in addition to the amount available under the

Reserve Fund Surety Bond, includes amounts available under a letter of credit,
insurance policy, surety bond or other such funding instrument (the "Qualified
Reserve Fund Credit Instrument"), draw,; on the Reserve Fund Surety Bond and the
Qualified Reserve Fund Credit Instrument shall be made on a pro rata basis to fund

the insufficiency.

(ii) the Trustee shall, upon receipt of moneys received from the draw on
the Reserve Fund Surety Bond, as specified in the demand for payment described in
(i) above, credit the Reserve Fund to the extent of moneys received pursuant to such
demand.

(iii) the Reserve Fund shall be replenished in the following priority:
(a) principal and interest on the Reserve Fund Surety Bond and on the Qualified

Reserve Fund Credit Instruments shall be paid from first available Lease Payments
on a pro rata basis; (b) after all such amounts are paid in full, amounts necessary to
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fund the Reserve Fund to the required level, after taking into account the amounts

available under the Reserve Fund Surety Bond and the Qualified Reserve Fund Credit
Instrument shall be deposited from next awtilable Lease Payments.

(3) Ifa Reserve Fund Surety Bond is not in full force and effect, the Trustee shall

deposit in the Reserve Fund the amounts required to be deposited therein pursuant to the
Reserve Requirement of this Agreement and apply moneys in the Reserve Fund in
accordance with this Agreement.

Surplus.

After payment or redemption or provision for payment or redemption of all amounts due on

the Bonds, and payment of all fees and expenses to the Trustee, or satisfactory provision for such
payments having been made, any amounts remaining in any of the Funds or Accounts established
under the Trust Indenture and not required for such purposes shall be remitted to the City and used
for any lawful purpose thereof.

Additional Lease Payments.

In the event the Trustee receives Additional Lease Payments pursuant to the Lease
Agreement such Additional Lease Payments shall be applied by the Trustee solely to the payment of
any costs in respect of which such Additional Lease Payments were received, and shall not be

commingled in any way with any other funds received by the Trustee pursuant to the Lease
Agreement or the Trust Indenture.

Repair or Replacement; Application of Insurance Proceeds and Condemnation Awards.

If the Property or any portion thereof shall be damaged or destroyed, or shall be taken by
eminent domain proceedings, the Authority shall, as expeditiously as possible, continuously and
diligently prosecute or cause to be prosecuted the repair or replacement thereof, unless the Authority
elects not to repair or replace such portion thereof in accordance with the provisions of the Trust
Indenture. The Authority shall take such action as is rea,;onably necessary to obtain compensation

for a taking by eminent domain at least equal to the proportionate amount of Outstanding Bonds
relating to the portion thereof taken.

The proceeds of any insurance (other than any comprehensive general liability, workers'

compensation or rental interruption insurance), including the proceeds of any self-insurance fund,
and the proceeds of any condemnation award, received on account of any damage to, destruction or
taking of the Property or any portion thereof shall be held by the Trustee in a special account and
made available for, and to the extent necessary be applied to, the cost of repair or replacement, but

only at the written direction of the Authority and with the written approval of the Insurer.

Notwithstanding the foregoing, the Authority shall notify the Trustee, within sixty (60) days
of the receipt by the Trustee of insurance or condemnation proceeds, whether the Authority intends
to replace or repair the portion thereof in respect of which such proceeds were received, in which
event the Authority shall deposit with the Trustee the full amount of any insurance deductible which

the Trustee shall hold in a separate fund, in trust. The Authority shall so replace or repair such
portion thereof as required in the Lease Agreement, unless it deposits with the Trustee the full
amount of any insurance deductible necessary to redeem tlhe pro rata principal portion of the Bonds
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relating to such portion thereof and the Lease Payments with respect to the remaining portion of the

Property are sufficient to pay the principal and interest due on the Bonds to remain Outstanding after
the Redemption Date. The proceeds of any insurance, including the proceeds of any self-insurance
fund or of any condemnation award, not applied to repairing or replacing damaged, destroyed or
taken property, or in respect of which notice in writing by the Authority of its intention to apply the
same to the work of repairing or replacing the property damaged, destroyed or taken shall not have

been given to the Trustee within six months of receipt of such proceeds by the Trustee, or which the
Authority shall at any time during such period have notified the Trustee are not to be so applied,
shall, with the written approval of the Insurer, forthwith be deposited into the Prepayment Account in
the Bond Fund and applied to the redemption of Bonds in the manner specified in the Trust
Indenture.

Investments Authorized.

Moneys held by the Trustee in any Fund or Account under the Trust Indenture shall be
invested in accordance with the Trust Indenture, and shall be invested in accordance with general

instructions of the Authority or at the written direction of the Authority by the Trustee in specified

Qualified Investments which are consistent with the Trust Indenture pending application as provided
in the Trust Indenture, shall be registered in the name of the Trustee where applicable, as Trustee,

and shall be held by the Trustee, where applicable. In the absence of general written instructions of
the Authority as to investment, the Authority shall direct the Trustee prior to 9:00 a.m., San Diego
time, on the day any Qualified Investment matures or is redeemed as to the reinvestment of such

proceeds. All cash held and not otherwise invested at the direction of the Authority shall be invested
in clause (2)(e) of the definition of Qualified Investments. The Trustee may purchase or sell to itself

or any affiliate, as principal or agent, investments authorized by the Trust Indenture.

The Trustee shall furnish to the Authority Representative no later than the fifteenth day of

each month, a report of (i) all investments made by the Trustee, (ii) all amounts on deposit in each
Fund and Account, and (iii) all amounts disbursed from and deposited in each Fund and Account
maintained under the Trust Indenture during the prior month. The Trustee shall not be responsible or

liable for any loss suffered in connection with any investment of funds made by it in accordance with
the Trust Indenture.

Valuation and Disposition of Investments.

For the purpose of determining the amount in any fund or account under the Trust Indenture,
all Qualified Investments shall be valued at the cost thereof by the Trustee (i)as frequently as

deemed necessary by the Insurer, but not less often than annually nor more often than monthly, and
(ii) upon any draw upon the Reserve Fund. The Trustee may sell at the best price obtainable, or

present for redemption, any Qualified Investment so purchased by the Trustee whenever it shall be
necessary in order to provide moneys to meet any :required payment, transfer, withdrawal or
disbursement from any Fund or Account under the Trust Indenture, and the Trustee shall not be liable

or responsible for any loss resulting from such investment or sale except for its own negligence or
willful misconduct.
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Application of Investment Earnings.

Amounts received in respect of moneys on deposit in any Fund or Account maintained under
the Trust Indenture shall be retained therein and treated as a part thereof and shall be applied for the

purposes in accordance with the Trust Indenture.

Tax Covenants°

Notwithstanding any other provision of the Tmst Indenture, absent an opinion of Bond
Counsel that the exclusion from gross income of interest on the Bonds will not be adversely affected
for federal income tax purposes, the Authority covenants to comply with all applicable requirements

of the Code necessary to preserve such exclusion from gross income and specifically covenants,
without limiting the generality of the foregoing, as follows,:

(a) Private Activity. The Authority will not take or omit to take any action or

make any use of the proceeds of the Bonds or of any other moneys or property which would
cause the Bonds to be "private activity bonds" within the meaning of Section 141 of the
Code.

(b) Arbitrage. The Authority will make no use of the proceeds of the Bonds or of
any other amounts or property, regardless of the source, or take or omit to take any action
which would cause the Bonds to be "arbitrage bonds" within the meaning of Section 148 of
the Code.

(c) Federal Guarantee. The Authority will make no use of the proceeds of the
Bonds or take or omit to take any action that would cause the Bonds to be "federally

guaranteed" within the meaning of Section 149(b)of the Code.

(d) Information Reporting. The Authority will take or cause to be taken all
necessary action to comply with the informational reporting requirement of Section 149(e) of
the Code.

(e) Hedge Bonds. The Authority will make no use of the proceeds of the Bonds

or any other amounts or property, regardless of the source, or take any action or refrain from
taking any action that would cause the Bonds to be considered "hedge bonds" within the

meaning of Section 149(g) of the Code unless the Authority takes all necessary action to
assure compliance with the requirements of Section 149(g) of the Code to maintain the
exclusion from gross income of interest on the Bonds for federal income tax purposes; and

(t) Miscellaneous. The Authority will take no action or omit to take any action

inconsistent with its expectations stated in the Tax Certificate and will comply with the
covenants and requirements stated therein and incorporated by reference in the Trust
Indenture.

Rebate Fund.

(a) Establishment. A special fund is created by the Trust Indenture and designated the
"Rebate Fund" which is to be held by the Trustee. Absent an opinion of Bond Counsel that the
exclusion from gross income for federal income tax purposes of interest on the Bonds will not be
adversely affected, the Authority shall cause to be deposited in each such account of the Rebate Fund
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such amounts as are required to be deposited therein pursuant to this Section and the Tax Certificate.

All money at any time deposited in the Rebate Fund shall be held by the Trustee in trust for payment
to the United States Treasury. All amounts on deposit in the Rebate Fund shall be governed by this
Section and the Tax Certificate, unle,;s and to the extent that the Authority delivers to the Trustee an

opinion of Bond Counsel that the exclusion from gross income for federal income tax purposes of
interest on the Bonds will not be adve,rsely affected if such requirements are not satisfied.

The following requirements shall be satisfied with respect to the Rebate Fund:

(i) Annual Computation. Within 55 days of the end of each Bond Year,
the Authority shall calculate or cause to be calculated the amount of rebatable

arbitrage, in accordance with the Code and the Rebate Regulations (taking into
account any applicable exceptions with respect to the computation of the rebatable
arbitrage, described, if applicable, in the Tax Certificate for this purpose treating the

last day of the applicable Bond Year as a computation date, within the meaning of
Section 1.148-1 (b) of the Rebate Regulations (the "Rebatable Arbitrage").

(ii) Annual Transfer. Within 55 days of the end of each applicable Bond
Year or at the option of the City within 55 days of the end of the fifth (5th) Bond

Year and each applicable fifth Bond Year thereafter, upon the written direction of an
Authorized Representative, an amount shall be deposited to the Rebate Fund by the

Trustee from any legally available funds for such purpose made available by the
Authority (as specified by the Authority in the aforesaid written direction), if and to
the extent required so that the balance in the Rebate Fund shall equal the amount of
Rebatable Arbitrage so calculated in accordance with (i) of this Subsection (a)(1). In

the event that immediately following the transfer required by the previous sentence,
the amount then on deposit to the credit of the Rebate Fund exceeds the amount
required to be on deposit therein, upon written instructions from an Authorized

Representative, the Trustee shall withdraw the excess from the Rebate Fund and then
credit the excess to the Bond Fund.

(iii) Payment to the Treasury. The Trustee shall pay, as directed by an

Authorized Representative, to the United States Treasury, out of amounts in the
Rebate Fund,

(X) Not later than 60 days after the end of (A)the fifth Bond

Year, and (B) each applicable fifth Bond Year thereafter, an amount equal to
at least 90% of the Rebatable Arbitrage calculated as of the end of such Bond
Year; and

(Y) Not later than 60 days after the payment of all the Bonds, an
amount equal to 100% of the Rebatable Arbitrage calculated as of the end of

such applicable Bonds Year, and any income attributable to the Rebatable
Arbitrage, computed in accordance with Section 148(0 of the Code.

In the event that, prior to the time of any payment required to be made from the Rebate Fund,

the amount in the Rebate Fund is not sufficient to make such payment when such payment is due, the
Authority shall calculate or cause to be calculated the amount of such deficiency and deposit an
amount received from any legally available source equal to such deficiency prior to the time such
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payment is due. Each payment required to be made pursuant to this Subsection (a)(1) shall be made
to the Internal Revenue Service Center, Ogden, Utah 94201 on or before the date on which such

payment is due, and shall be accompanied by Internal Revenue Service Form 8038-G, or shall be
made in such other manner as provided under the Code.

(b) Disposition of Unexpended Funds. Any funds remaining in the Rebate Fund after

redemption and payment of the Bonds, the payments described in Subsection (a)(1)(iii) (whichever is
applicable) may be withdrawn by the Authority for payment to the City.

(c) Survival of Defeasance. Notwithstanding anything in this Section or the Trust
Indenture to the contrary, the obligation to comply with the requirements of this Section shall survive
the defeasance of the Bonds.

DEFEASANCF

(a) Discharge of Indenture.

(1) The Bonds may be paid by the Authority in any of the following ways,
provided that the Authority also pays or causes to be paid any other sums payable under the
Trust Indenture by the Authority:

(i) by paying or causing to be paid the principal of and interest and

redemption premiums (if any) on the Bonds, as and when the same become due and
payable;

(ii) by depositing with the Trustee, in trust, at or before maturity, money
or Defeasance Obligations unless other Qualified Investments are approved by the
Insurer, or a combination thereof in an amount sufficient (as provided in the Trust
Indenture) to pay or redeem all Bonds then Outstanding; or

(iii) by delivering to the Trustee, for cancellation by it, all of the Bonds
then Outstanding.

If the Authority shall also pay or cause to be paid all other sums payable under the Trust
Indenture by the Authority, then and in that case, at the election of the Authority (evidenced by a
Certificate of the Authority including Trustee fees and expenses, filed with the Trustee, signifying

the intention of the Authority to discharge all such indebtedness and the Trust Indenture), and
notwithstanding that any Bonds shall not have been surrendered for payment, the Trust Indenture and
the availability of Lease Payments, Additional Lease Payments and other assets under the Trust
Indenture and all covenants, agreements and other obligations of the Authority under the Trust

Indenture shall cease, terminate, become void and be completely discharged and satisfied. In such
event, upon the request of the Authority, the Trustee shall execute and deliver to the Authority all
such instruments as may be necessary or desirable to evidence such discharge and satisfaction, and
the Trustee shall pay over, transfer, assign or deliver all moneys or securities or other property held

by them pursuant to the Trust Indenture which are not required for the payment or redemption of
Bonds not theretofore surrendered for such payment or redemption to the City after the payment of
any amounts due and owing to the Insurer.
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(b) Discharge of Liability on Bonds. Upon the deposit with the Trustee, in trust, at or

before maturity, of money or Detbasance Obligation,; unless other Qualified Investments are

approved by the Insurer, or a combination thereof in the necessary amount (as provided in the Trust
Indenture) to pay or redeem any Outstanding Bonds (wlhether upon or prior to the maturity or the
redemption date of such Bonds), provided that, if such Bonds are to be redeemed prior to maturity,
notice of such redemption shall have been given as provided in the Trust Indenture or provision

satisfactory to the Trustee shall have been made for the giving of such notice (including selection by
the Trustee of any Bonds of a maturity to be paid and redeemed in part), then all liability of the
Authority in respect of such Bonds shall cease, terminate and be completely discharged, and the
Owners thereof shall thereafter be entitled only to payment out of such money or securities with the

Trustee as aforesaid for their payment, subject, however, to the provisions of the Trust Indenture.

The Authority may at any time surrender to the Trustee for cancellation by it any Bonds

previously issued and delivered, which the Authority may have acquired in any manner whatsoever,
and such Bonds, upon such surrender and cancellation, shall be deemed to be paid and retired.

Notwithstanding anything in the Trust Indenture to the contrary, in the event that the

principal and/or interest due on the Bonds shall be paid by the Insurer pursuant to the Insurance
Policy, the Bonds shall remain Outstanding for all purposes, not be defeased or otherwise satisfied
and not be considered paid by the City, and the availability of Lease Payment, Additional Lease

Payments and other assets and all covenants, agreements and other obligations of the City to the
Owners shall continue to exist and shall run to the benefit of the Insurer, and the Insurer shall be

subrogated to the rights of such Owners.

(c) Deposit of Money or Securities with Trustee. Whenever in the Trust Indenture it is

provided or permitted that there be deposited with or held in trust by the Trustee money or securities
in the necessary amount to pay or redeem any Bonds, the money or securities so to be deposited or
held may include money or securities held by the Trustee in the funds and accounts established

pursuant to the Trust Indenture (exclusive of the Escrow Fund) and shall be:

(1) lawful money of the United States of America in an amount equal to the

principal amount of such Bonds and all unpaid interest thereon to maturity, except that, in the
case of Bonds which are to be redeemed prior to maturity and in respect of which notice of

such redemption shall have been given as provided in the Trust Indenture or provision

satisfactory to the Trustee shall have been made for the giving of such notice, the amount to
be deposited or held shall be the principal amount of such Bonds and all unpaid interest and
premium, if any, thereon to the redemption date; or

(2) Defeasance Obligations the principal of and interest on which when due will,
in the written opinion of an independent accountant filed with the City, the Authority, the
Trustee and the Insurer, in :form and substance acceptable to the City and Insurer, provide

money sufficient to pay the principal of and all unpaid interest to maturity, or to the

redemption date (with premium, if any), as the case may be, on the Bonds to be paid or
redeemed, as such principal, interest and premium, if any, become due, provided that in the
case of Bonds which are lo be redeemed prior to the maturity thereof, notice of such
redemption shall have been given as provided in the Trust Indenture or provision satisfactory
to the Trustee shall have been made for the giving of such notice; provided, in each case, that

(i) the Trustee shall have been irrevocably instructed (by the terms of the Trust Indenture or
by request of the Authority) to apply such money to the payment of such principal, interest
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and premium, if any, on such Bonds, and (ii) the Authority shall have delivered to the Trustee

an opinion of Bond Counsel to the effect that such Bonds have been discharged in

accordance with the Trust Indenture (which opinion may rely upon and assume the accuracy
of the independent accountant's opinion referred to above).

(d) Payment of Bonds After Discharge of Trust Indenture. Notwithstanding any
provisions of the Trust Indenture, any moneys held by the Trustee in trust for the payment of the

principal of, or interest on, any Bonds and remaining unclaimed for two (2) years after the principal
of all of the Bonds has become due and payable (whether at maturity or upon call for redemption or
by acceleration as provided in the Trust Indenture), if such moneys were so held at such date, or two
(2) years after the date of deposit of such moneys if deposited after said date when all of the Bonds

became due and payable, shall be repaid to the City on behalf of the Authority free from the trusts
created by the Trust Indenture upon receipt of an indemnification agreement acceptable to the
Authority, the City and the Trustee indemnifying the Trustee with respect to claims of Owners of

Bonds which have not yet been paid, and all liability of the Trustee with respect to such moneys shall

thereupon cease; provided, however, that before the repayment of such moneys to the City as
aforesaid, the Trustee may (at the cost of the City) first mail to the Owners of Bonds which have not

yet been paid, at the addresses shown on the Bond Register, a notice, in such form as may be deemed
appropriate by the Trustee with respect to the Bonds so payable and not presented.

THE TRUSTEE

Compensation of Trustee.

The Authority shall from time to time, on demand, pay to the Trustee such compensation as
the Authority and the Trustee shall have previously agreed to for its services in connection with the

Trust Indenture and in connection with the Lease Agreement and shall reimburse the Trustee for all

its advances and expenditures, including but not limited to advances to and fees and expenses of
independent appraisers, accountants, consultants, counsel, agents and attorneys-at-law or other
experts employed by it in the exercise and performance of its powers and duties under the Trust
Indenture. Prior to the occurrence of any event of default Imder the Trust Indenture, the Trustee shall

perform only such duties as are specifically set forth in the Trust Indenture and no implied duties or
obligations shall be read into the Trust Indenture against the Trustee.

Removal of Trustee.

The Insurer and the Authority, as long as no even! of default has occurred and is continuing
under the Trust Indenture, or the Owners of a majority ir aggregate principal amount of all Bonds

then Outstanding may by written request at any time and fi)r any reason, remove the Trustee and any
successor thereto, and shall thereupon appoint a successor or successors thereto, but any such
successor shall be a commercial bank or trust company, organized or doing business in the United
States, having a combined capital (exclusive of borrowed capital) and surplus of at least $75,000,000,

shall be authorized to exercise trust powers and shall be subject to supervision or examination by
federal or state banking authority. If such commercial bank or trust company publishes a report of

condition at least annually, pursuant to law or to the requirements of any supervising or examining
authority above referred to, then for the purposes of the Trust Indenture the combined capital and
surplus of such commercial bank or trust company shall be deemed to be its combined capital and
surplus set forth in its most recent report of condition so published. Any removal of the Trustee shall

become effective upon acceptance of appointment by the successor Trustee and upon receipt of
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written approval of the Insurer. The Authority shall promptly give notice to Moody's and
Standard & Poor's of any removal of the Trustee and appointment of a successor Trustee.

Resignation of Trustee.

The Trustee or any successor may at any time resign giving written notice to the Authority
and the Insurer and by giving mailed notice by first class mail to the Owners of its intention to resign

and of the proposed date of resignation.

Upon receiving such notice of resignation, the Authority shall promptly appoint a successor

Trustee by an instrument in writing subject to written approval of the Insurer; provided, however,
that in the event the Authority fails to appoint a successor Trustee within thirty (30) days following
receipt of such written notice of resignation, the resigning Trustee may petition the appropriate court

having jurisdiction to appoint a successor trustee. Any resignation of the Trustee shall become
effective upon acceptance of appointment by the successor Trustee and upon receipt of written

approval of the Insurer. The Authority shall promptly give notice to Moody's and Standard & Poor's
of the appointment of any successor Trustee.

Any successor Trustee appointed by the Authority or any court must satisfy the qualifications
set forth in the Trust Indenture.

Merger or Consolidation.

Any company into which the Trustee may be merged or converted or with which it may be
consolidated or any company resulting from any merger, conversion or consolidation to which it

shall be a party or any company to which the Trustee may sell or transfer all or substantially all of its
corporate trust business (provided such company is eligible under the Trust Indenture shall be the
successor to the Trustee without the execution or filing of any paper or further act, anything in the
Trust Indenture to the contrary notwithstanding.

Protection and Rights of Trustee.

The Trustee undertakes to perform such duties and only such duties as are specifically set
forth in the Trust Indenture, and no implied covenants or obligations shall be read into the Trust

Indenture against the Trustee.

No provision of the Trust Indenture shall require the Trustee to expend or risk its own funds
or otherwise incur any financial liability in the performance of any of its duties under the Trust
Indenture, or in the exercise of any of its rights or powers. The Trustee shall be protected and shall
incur no liability in acting upon or processing in good faith without negligence or willful misconduct,

any resolution, notice, telegram, request, consent, waiver, certificate, statement, affidavit, voucher,
bond, requisition or other paper or document which it shall in good faith believe to be genuine and to
have been passed or signed by the proper board or per;on or to have been prepared and furnished

pursuant to any of the provisions of the Trust Indenture, and the Trustee shall be under no duty to
make any investigation or inquiry as to any statements contained or matters referred to in any such

instrument, but may accept and rely upon the same as conclusive evidence of the truth and accuracy
of such statements. The Trustee may, however, in its discretion, make such further inquiry or
investigation into such facts or matters as it may see fit, and if the Trustee shall determine to make

such further inquiry or investigation it shall be entitled to examine the books, records and premises of
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the Authority or the City, personally or by agent or attorney. The Trustee may consult with counsel,
who may or may not be counsel to the Authority, 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 in good faith reliance thereon.

The Trustee shall not be liable with respect to any action taken or omitted to be taken by
either of them in good faith without negligence or willful misconduct in accordance with the written

direction of the Owners of not less than a majority in aggregate principal amount 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 relating to the exercise of any trust or power conferred upon the
Trustee under the Trust Indenture. The Trustee shall be under no obligation to exercise any of the
rights or powers vested in it by the Trust Indenture at the request or direction of any of the Owners
pursuant to the Trust Indenture, unless such Owners shall have offered to the Trustee, reasonable

security or indemnity against the costs, expenses and liabilities which might be incurred by it in
compliance with such request or direction.

Whenever in the administration of its duties under the Trust Indenture the Trustee shall deem

it necessary or desirable that a matter be proved or established prior to taking or suffering any action
under the Trust Indenture, such matter (unless other evidence in respect thereof be specifically

prescribed in the Trust Indenture) shall be deemed to be conclusively proved and established by a
certificate of the Authority Representative and such certificate shall be full warranty to the Trustee
for any action taken or suffered under the provisions of _:he Trust Indenture in good faith reliance
thereon, but in its discretion the Trustee may, in lieu thereof, accept other evidence of such matter or
may require such additional evidence as it may deem reasonable.

The Trustee may become the Owner of Bonds with the same rights it would have if it were

not Trustee; may acquire and dispose of bonds or other evidences of indebtedness of the Authority
and either may enforce its rights as Owner thereof to the same extent as if it were not Trustee; and

either may act as a depository 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 Owners of Bonds,

whether or not such committee shall represent the Owners of a majority in aggregate principal
amount of the Bonds then Outstanding.

The recitals, statements and representations by the Authority contained in the Trust Indenture

or in the Bonds shall be taken and construed as made by and on the part of the Authority and not by
the Trustee and the Trustee does not assume, and shall not have, any responsibility or obligation for
the correctness of any such recital, statement or representation.

The Trustee may execute any of the trusts or powers of the Trust Indenture and perform the
duties required of it under the Trust Indenture by or through attorneys, agents or receivers, and shall
be entitled to advice of counsel concerning all matters of trust and concerning its duties under the

Trust Indenture, and the Trustee shall not be answerable :_'orthe default or misconduct of any such
attorney, agent, or receiver selected by it with reasonable care.

The Trustee shall not be deemed to have knowledge of an event of default unless it shall have
received actual notice at its corporate trust office.
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AMENDMENTS

Amendments.

The Trust Indenture may be amended in writing by agreement between the parties, but no
such amendment shall become effective as to the Owners of Bonds then Outstanding unless and until

approved in writing by the Owners of a majority in aggregate principal amount of Bonds then
Outstanding and until approved in writing by the Insurer (so long as the Insurer is not in default in its

payment obligations under the Insurance Policy). Notwithstanding the foregoing, the Trust Indenture
and the rights and obligations provided by the Trust Indenture may also be modified or amended at
any time without the consent of any Owners of the Bonds, upon the written agreement of the

Authority and the Trustee and upon tlhe written consent of the Insurer (so long as the Insurer is not in
default in its payment obligations under the Insurance Policy), but only (1) for the purpose of curing
any ambiguity or omission relating thereto, or of curing, correcting or supplementing any defective

provision contained in the Trust Indenture, (2)in regard to questions arising under the Trust
Indenture which the Authority and the Trustee may deem necessary or desirable and not inconsistent
with the Trust Indenture and which shall not adversely afl.-'ectthe interests of the Owners of the Bonds
or the Insurer, or (3)for any other reason, provided such modification or amendment does not

adversely affect the interests of the Owners of the Bonds or the Insurer; provided further that the
Authority and the Trustee may rely in entering into any such amendment or modification of the Trust
Indenture upon the opinion of Bond Counsel stating that the requirements of this sentence have been

met with respect to such amendment or modification. No amendment shall impair the right of any
Owner to receive such Owner's proportionate share of principal and interest in accordance with the
terms of its Bond. The Authority shall promptly give notice to Moody's and Standard & Poor's of

any amendment to the Trust Indenture, the Lease Agreement or any related documents.

If the Authority should desire to obtain the consent of the Owners to any proposed
amendment to the Trust Indenture, the Authority may call[ a meeting of Owners, by resolution, for the

purpose of considering such amendment, which meeting shall be governed by the procedures set
forth in the Trust Indenture.

If the Authority shall desire to obtain any suclh consent in writing without a meeting of
Owners, the Authority may, by resolution, propose the amendment to which consent is desired. A

copy of such resolution, together with a request to Owners for their consent to the amendment
proposed therein, shall be mailed, first class, postage prepaid, to each registered Owner at such
Owner's address as it appears on the Bond Register.

The lack of actual receipt by any Owner of such resolution and request for consent and any
defects in such resolution and request for consent shall not affect the validity of the proceedings for

the obtaining of such consent. A certificate by the Authority Representative, approved by resolution
of the Authority, that said resolution and request for consent have been delivered as provided in the
Trust Indenture shall be conclusive as against all parties.

Any such written consent shall be binding upon the Owner 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 by the subsequent Owner. To be effective,
any revocation of consent must be filed at the address provided in the request for consent before the
adoption of the resolution accepting consents as provided in the Trust Indenture.
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After the Owners of at least a majority in aggregate principal amount of the Bonds then
Outstanding shall have consented in writing, the Authority shall adopt a resolution accepting such

consents and such resolution shall constitute complete evidence of the consent of Owners under the
Trust Indenture.

Notice specifying the amendment that has received the consent of Owners as required by the

Trust Indenture shall be mailed by the Trustee on behalf of, and at the expense of, the Authority, first
class, postage prepaid, not more than sixty (60) days following the final action in the proceedings for
the obtaining of such consent, to each registered Owner at such Owner's address as it appears on the

Bond Register. Said notice is only for the information of Owners, and failure to mail such notice or
any defect therein shall not affect the validity of the proceedings theretofore taken in the obtaining of
such consent.

Amendment of Lease Agreement.

The Authority shall not consent to the amendment, alteration or modification, in whole or in

part, of the Lease Agreement or the Property Lease, except with the prior written consent of the
Insurer (a) to the extent such amendment, alteration or modification shall cure an ambiguity, supply
an omission, or cure or correct a defect or inconsistent provision in such Lease Agreement or the
Property Lease, (b)to the extent such amendment, alteration or modification shall insert such

provisions clarifying matters or questions arising under the Trust Indenture, the Lease Agreement or
the Property Lease as are necessary or desirable and are not contrary to or inconsistent with any of
the foregoing Agreements, (c) such other amendment, alte_:ation or modification, if, in the opinion of

counsel, such amendment, alteration or modification does not materially adversely affect the rights of
the Owners of the Bonds, (d)as may be necessary in connection with the redemption of Bonds
pursuant to the provisions of the Trust Indenture, (e)as may be necessary in connection with a

substitution of property pursuant to the Lease Agreement or the Property Lease, or (f)with the
written consent of the owners of a majority in aggregate principal amount of the Bonds then
outstanding, exclusive of Authority-owned Bonds. Any such written consent shall be obtained in the
manner provided in the Trust Indenture for amendments to the Trust Indenture. No such amendment,
alteration or modification shall be effective unless and until there shall have been filed with the

Trustee an opinion of counsel stating that such amendment, alteration or modification has been duly
and lawfully entered into by the parties thereto, is authorized or permitted by the Trust Indenture and
is valid and binding upon the parties thereto in accordance with its terms.

COVENANTS; NOTICES

Authority to Perform Pursuant to Lease Agreement.

The Authority covenants and agrees with the Owners of the Bonds to perform all obligations
and duties imposed on it under the Lease Agreement.

Extension of Payment of Bonds.

The Authority shall not directly or indirectly extend the dates upon which the Lease
Payments are required to be paid or redeemed, or the time c,fpayment of interest with respect thereto.
Nothing in the Trust Indenture shall be deemed to limit the fight of the Authority to issue any

securities for the purpose of providing funds for the redemption of the Bonds and such issuance shall
not be deemed to constitute an extension of the maturity of _he Bonds.
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Access to Books and Records.

The Trustee shall at all times have access to those books and records of the Authority which

may be reasonably required to fultill its duties and obligations under the Trust Indenture or in
connection with the Trust Indenture.

Performance.

The Authority shall faithfully observe all covenants and other provisions contained in the
Trust Indenture, in each Bond issued under the Trust Indenture and in the Lease Agreement. Except

as provided in the Lease Agreement or as permitted under the Trust Indenture, the Authority shall not
agree to any amendment to the Lease Agreement that would either lengthen the term thereof or
reduce the amount of Lease Payments or Additional Lease Payments payable thereunder, or change

the time or times of payment of such Lease Payments or Additional Lease Payments, or agree to any
other amendment detrimental to the rights of the Owners.

Prosecution and Defense of Suits.

The Authority shall promptly, and also upon request of the Insurer, take such action as may
be necessary to cure any defect in the title to the Property, or any part thereof, whether now existing
or hereafter occurring, and shall prosecute and defend all such suits, actions and all other proceedings

as may be appropriate for such purpose.

Further Assurances.

The Authority will 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 performance of the Trust Indenture, and for the better assuring and confirming to the
Owners of the Bonds the rights and benefits provided in the Trust Indenture.

Report to California Debt and Inw_stment Advisory Commission.

In accordance with Section 6599.1 (c) of the Gowernment Code of the State of California, the

City shall notify the California Debt and Investment Advisory Commission by mail, postage prepaid,
within ten (10) days if either (i) the Authority fails to pay principal and interest payable on the Bonds
pursuant to the Trust Indenture on any scheduled payment date or (ii)funds representing all or a

portion of the Reserve Requirement are withdrawn from the Reserve Fund to pay principal and
interest payable pursuant to the Trust Indenture.

The notice given pursuant to the Trust Indenture shall consist of a letter to said Commission

stating (i)the name of the Authority and the Bonds and the date of sale of the Bonds, (ii)the
scheduled payment, (iii) the draw on the Reserve Fund or the amount of such non-payment.

EVENTS OF DEFAULT

Events of Default Defined.

The following shall be "events of default" under the Trust Indenture and the term "Event of
Default" shall mean, whenever it is used in the Trust Indenture, any one or more of the following
events:
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(a) Default in the due and punctual payment of the principal when and as the

same shall become due and payable, whether at maturity as therein expressed, by proceedings
for redemption, by acceleration, or otherwise.

(b) Default in the due and punctual payment of any installment of interest on any
Bonds when and as the same shall become due and payable.

(c) Default by the Authority in the observance of any of the other covenants,
agreements or conditions on its part in the Trust Indenture or in the Bonds contained, if such
default shall have continued for a period of thiity (30) days after written notice thereof,

specifying such default and requiring the same to be remedied, shall have been given to the
Authority by the Trustee; provided, however, that if in the reasonable opinion of the

Authority the default stated in the notice can be corrected, but not within such thirty (30) day
period, such default shall not constitute an Event of Default under the Trust Indenture if the

Authority shall commence to cure such default within such thirty (30) day period and
thereafter diligently and in good faith cure suclh failure in a reasonable period of time
(provided that in the event such breach is not cured within 60 days, the Authority shall obtain

the prior written consent of the Insurer to pursue the same to completion beyond the grace
period provided in the Trust Indenture).

(d) An event of default shall have occurred under the Lease Agreement.

Notice of Events of Default.

In the event the Authority is in default, the Trustee shall promptly give notice of such default
known to the Trustee to the Owners of the Bonds. Such notice shall state that the Authority is in

default and shall provide a brief description of such default. The Trustee in its discretion may
withhold notice if it deems it in the best interests of the Bond Owners. The notice provided for in the
Trust Indenture shall be given by mail to the Owners within 30 days of such occurrence of default

but in no event shall the Trustee be required to give such notice until at least ten (10) days after it has
actual knowledge of such default.

Remedies Upon Event of Default.

If any Event of Default shall occur, then, and in each and every such case during the
continuance of such Event of Default, the Trustee may, with the prior consent of the Insurer, and
shall at the written direction of the Insurer or at the written direction of the Owners of not less than a

majority in aggregate principal amount of the Bonds at the time Outstanding with the prior consent of
the Insurer, upon notice in writing to the Authority and the City, declare the principal of all of the

Bonds then Outstanding, and the interest accrued thereon, to be due and payable immediately, and
upon any such declaration the same shall become and shall be immediately due and payable,
anything in the Trust Indenture or in the Bonds contained to the contrary notwithstanding, provided,
pursuant to the Lease Agreement, in no event may Lease Payments be accelerated.

Any such declaration is subject to the condition that if, at any time after such declaration and
before any judgment or decree for the payment of the moneys due shall have been obtained or

entered, the Authority or the City shall deposit with the: Trustee a sum sufficient to pay all the
principal of and installments of interest on the Bonds payment of which is overdue, with interest on

such overdue principal at the rate borne by the respective Bonds to the extent permitted by law, and

C-28



the reasonable fees, charges and expenses of the Trustee (including, without limitation, fees and

expenses of its attorneys), and any and all other Events of Default known to the Trustee (other than in

the payment of principal of and interest on the Bonds due and payable solely by reason of such
declaration) shall have been made good or cured to the '_atisfaction of the Trustee and the Insurer or

provision deemed by the Trustee and the Insurer to be adequate shall have been made therefor, then,
and in every such case, the Trustee, with the written consent of the Insurer, if such declaration was

made by the Trustee, may, rescind and annul such declaration and its consequences and waive such

Event of Default; but no such rescission and annulment shall extend to or shall affect any subsequent
Event of Default, or shall impair or exhaust any right or power consequent thereon.

Notwithstanding anything to the contrary contained in the Trust Indenture, so long as the

Insurer is not in default in its payment obligations under the Insurance Policy, no remedy shall be
exercised hereunder without the prior written consent of the Insurer and the Insurer shall have the

right to direct the exercise of any remedy under the Trust Indenture.

Collection of Lease Payments.

The Trustee shall take any appropriate action to cause the Authority and the City to pay any
Lease Payments not paid when due, upon written request and authorization by the Owners of a

majority in aggregate principal amount of the Bonds then Outstanding and unpaid, and upon being
satisfactorily indemnified against any expense and liability with respect thereto and receiving
payment for its fees and expenses.

Trustee to Represent Bond Owners.

The Trustee is hereby irrevocably appointed (and the successive respective Owners of the
Bonds, by taking and holding the same, shall be conclusively deemed to have so appointed the

Trustee) as trustee and true and lawful attorney-in-fact of the Owners of the Bonds for the purpose of
exercising and prosecuting on their behalf such rights and remedies as may be available to such

Owners under the provisions of the Bonds, the Trust Indenture and applicable provisions of any law.
Upon the occurrence and continuance of an Event of Default or other occasion giving rise to a right
in the Trustee to represent the Bond Owners, the Trustee may, upon the written consent of the

Insurer, and shall, at the written request of the Insurer or upon the written request of the Owners of a
majority in aggregate principal amount of the Bonds then Outstanding and with the prior consent of

the Insurer, and upon being indemnified to its satisfaction therefor, proceed to protect or enforce its
rights or the rights of such Owners by such appropriate action, suit, mandamus or other proceedings
as it shall deem most effectual to protect and enforce any such right, at law or in equity, either for the
specific performance of any covenant or agreement contained in the Trust Indenture, or in aid of the

execution of any power granted in the Trust Indenture, or for the enforcement of any other
appropriate legal or equitable right or remedy vested in the Trustee or in such Owners under the

Bonds, the Trust Indenture or any relevant law; and upon instituting such proceeding, the Trustee
shall be entitled, as a matter of right, to the appointment of a receiver of the Revenues and other

assets pledged under the Trust Indenture, pending such proceedings. All fights of action under the
Trust 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 all the Owners of such Bonds, subject to the provisions of
the Trust Indenture. Notwithstanding the foregoing, all Owner's directions or institution of remedies

upon default under the Trust Indenture shall be subject to the prior written consent of the Insurer.
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The Insurer, acting alone, shall have the fight to direct all remedies upon an Event of Default.
Further, no waiver of an Event of Default shall be granted without obtaining the prior written consent
of the Insurer.

No Remedy Exclusive.

No remedy in the Trust Indenture conferred upon or reserved to the Trustee is intended to be

exclusive and every such remedy shall be cumulative and shall be in addition to every other remedy
given under the Trust Indenture and the Lease Agreement, or now or hereafter existing at law or in
equity. No delay or omission to exercise any fight or power accruing upon any default shall be
construed to be a waiver thereof, but any such right and power may be exercised from time to time

and as often as may be deemed expedient. In order to entitle the Trustee or the Owners to exercise
any remedy reserved to it or them, it shall not be necessaui to give any notice other than such notice
as may be required in the Trust Indenture or by law.

No Additional Waiver Implied by One Waiver.

In the event any provision contained in the Trust Indenture should be breached by a party and

thereafter waived by the other party, such waiver shall be limited to the particular breach so waived
and shall not be deemed to waive any other breach under the Trust Indenture.

Bond Owners' Direction.

Any provision in the Trust Indenture to the contrary notwithstanding, the Owners of a
majority in aggregate principal amount of the Bonds then Outstanding shall have the right, upon the
prior written consent of the Insurer, by an instrument or concurrent instruments in writing executed
and delivered to the Trustee, and upon indemnification of the Trustee to its reasonable satisfaction, to

direct the method of conducting all remedial proceedings taken by the Trustee under the Trust
Indenture, provided that such direction shall not be otherwise than in accordance with law and the
provisions of the Trust Indenture, and that the Trustee shall have the right to decline to follow any
such direction which in the opinion of the Trustee would be unjustly prejudicial to Bond Owners not

parties to such direction.

Limitation on Bond Owners' Right to Sue.

No Owner of any Bonds shall have the fight to institute any suit, action or proceeding at law

or in equity, for the protection or enforcement of any right or remedy under the Trust Indenture, the
Lease Agreement or any other applicable law with respect to such Bonds, unless (a) such Owner
shall have given to the Trustee written notice of the occurrence of an Event of Default; (b)the
Owners of not less than twenty-five percent (25%) in aggcegate principal amount of the Bonds then

Outstanding shall have made written request upon the Trustee to exercise the powers granted by the
Trust Indenture or to institute such suit, action or proceeding in its own name; (c) such Owner or
Owners shall have tendered to the Trustee reasonable indemnity against the costs, expenses and
liabilities to be incurred in compliance with such request; (d) the Trustee shall have failed to comply

with such request for a period of sixty (60) days after such written request shall have been received
by, and said tender of indemnity shall have been made to, the Trustee; and (e)no direction
inconsistent with such written request shall have been given to the Trustee during such sixty (60) day

period by the Owners of a majority in aggregate principal amount of the Bonds then Outstanding.
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Such notification, request, tender of indemnity mad 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 Trust Indenture or under law; it being understood and intended that no one or more Owners of

Bonds shall have any fight in any manner whatever by his or their action to affect, disturb or

prejudice the security of the Trust Indenture or the rights of any other Owners of Bonds, or to enforce
any fight under the Bonds, the Trust Indenture, the Lease Agreement or other applicable law with
respect to the Bonds, except in the manner provided in the Trust Indenture, and that all proceedings
at law or in equity to enforce any such right shall be instituted, had and maintained in the manner

provided in the Trust Indenture and for the benefit and protection of all Owners of the Outstanding
Bonds, subject to the provisions of the Trust Indenture.

Application of Proceeds in Event of Default.

All payments received by the Trustee after a defimlt by the Authority and termination of the
Lease Agreement pursuant to the Lease Agreement, and all damages received by the Trustee from
the enforcement of any rights and powers of the Trustee under the Lease Agreement, shall after

payment of all fees, expenses and advance made of the Trustee including without limitation fees and

expenses of its attorneys, be deposited by the Trustee into the Bond Fund and shall be thereafter
applied in accordance with the provisions of the Trust Indenture.

Insurer's Rights.

Anything in the Trust Indenture to the contrary notwithstanding, upon the occurrence and
continuance of an Event of Default, the Insurer shall be entitled to control and direct the enforcement

of all rights and remedies granted to the Owners or the Trustee for the benefit of the Owners under
the Trust Indenture.

LIMITATION OF LIABILITY

No Liability of Authority for Trustee Performance.

The Authority shall not have any obligation or liability to the Trustee or to the Owners of the

Bonds with respect to the performance by the Trustee of any duty imposed upon either of them under
the Trust Indenture, including the distribution of principal and interest to the Owners of the Bonds.

No Liability of Trustee for Lease Payments by Authority.

The Trustee shall have no obligation or liability to the Owners of the Bonds with respect to

the payment of the Lease Payments by the Authority when due, or with respect to the performance by
the Authority of any other covenant made by it in the Lease Agreement.

No Liability of Authority Except as Stated.

Except for (i) the payment of Lease Payments and Additional Lease Payments when due in
accordance with the terms of the Lease Agreement, and (ii) the performance by the Authority of its
obligations and duties as set forth in the Lease Agreement and in the Trust Indenture, the Authority
shall have no obligation or liability to the Trustee or the Owners.
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Limited Liability of Trustee.

The Trustee shall have no obligation or responsibility for providing information to the

Owners concerning the investment quality of the Bonds., for the sufficiency or collection of any
Lease Payments or for the actions or representations of any other person in connection with the Trust

Indenture. The Trustee shall have no obligation or liabili_ to the other party to the Trust Indenture
or to the Owners with respect to the failure or refusal of any other party to the Trust Indenture to
perform any covenant or agreement made by either of them under the Trust Indenture, the Lease

Agreement or any related document or agreement, but shall be responsible solely for the performance
of the duties expressly imposed upon it under the Trust Indenture. The recitals of facts, covenants

and agreements contained in the Trust Indenture and in the Bonds shall be taken as statements,
covenants and agreements of the Authority, and the Trustee assumes no responsibility for the

correctness of the same and makes no representation as to the validity or sufficiency of the Trust
Indenture, the Lease Agreement, any related document or agreement, or the Bonds, or as to the value

of or title to the Property, and shall not incur any responsibility in respect thereof, other than in
connection with the duties or obligations assigned to or imposed upon it in the Trust Indenture. The

Trustee shall not be liable in connection with the performance of its duties under the Trust Indenture,
except for its own negligence or willful misconduct.

Limitation of Rights.

Nothing in the Trust Indenture or in the Bonds expressed or implied is intended or shall be
construed to give any person other than the Authority, the Trustee, the Insurer and the Owners of the

Bonds any legal or equitable right, remedy or claim under or in respect of the Trust Indenture or any
covenant, condition or provision of the Trust Indenture; and all such covenants, conditions and

provisions are and shall be for the sole and exclusive benefit of the Authority, the Trustee, the Insurer
and such Owners.

Liability of Authority Limited to Revenues.

Notwithstanding anything in the Trust Indenture or in the Bonds contained, the Authority
shall not be required to advance any moneys derived from any source other than the Revenues and

other assets pledged under the Trust Indenture for any of the purposes in the Trust Indenture

mentioned, whether for the payment of the principal of or interest on the Bonds or for any other
purpose of the Trust Indenture. Nevertheless, the Authority may, but shall not be required to,
advance for any of the purposes thereof any funds of the Authority which may be made available to it
for such purposes.

Limited Obligation of Authority.

The obligation of the Authority to pay the Bonds; does not constitute an obligation of the
Authority for which the Authority is obligated to levy or pledge any form of taxation or for which the

Authority has levied or pledged any form of taxation. The obligation of the Authority to pay the
Bonds does not constitute an indebtedness of the Authority, the State of California, or any of its
political subdivisions within the meaning of any constitutional or statutory debt limitation or

restriction. The obligation of the City to pay Lease Payments is abated during any period in which,
by reason of material damage, destruction or condemnation, there is substantial interference with the

use and right of possession by the City of the Property. Failure of the City to pay Lease Payments
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during any such period shall not constitute a default under the Lease Agreement, the Trust Indenture
or this Bond.

MISCELLANEOUS

Destruction of Cancelled Bonds.

Whenever in the Trust Indenture provision is made for the surrender to or cancellation by the
Trustee and the delivery to the Authority of any Bonds, the Trustee may in lieu of such cancellation
and delivery, destroy such Bonds and deliver a certificate evidencing such destruction to the

Authority.

Rights of the Insurer.

(a) Notwithstanding any provision of the Trust Indenture to the contrary, the rights of the
Insurer to direct or consent to City, Authority, Trustee or Owner actions under the Trust Indenture
shall be suspended during any period in which the Insurer is in default in its payment obligations

under the Insurance Policy and shall be of no force or effect in the event the Insurance Policy is no
longer in effect or the Insurer asserts that the Insurance Policy is not in effect or the Insurer shall
have provided written notice that it waives such rights.

(b) Any provision of the Trust Indenture expressly recognizing or granting rights in or to

the Insurer may not be amended in any manner which affects the rights of the Insurer thereunder
without the prior written consent of the Insurer.

(c) The Insurer is a third-party beneficiary of the Trust Indenture, the Lease Agreement
and the Sublease and may enforce any right, remedy or claim given, conferred or granted thereunder.

(d) Nothing in the Trust Indenture expressed or implied is intended or shall be construed

to confer upon, or to give or grant to, any person or entity, other than the City, the Authority, the
Trustee, the Insurer, and the Owners, any right, remedy or claim under or by reason of the Trust
Indenture or any covenant, condition or stipulation hereof, and all covenants, stipulations, promises
and agreements in the Trust Indenture contained by and on behalf of the City shall be for the sole and
exclusive benefit of the Trustee, the Insurer and the Owners.

(e) Unless other provided in the Trust Indenture, the Insurer's consent shall be required

in addition to Owner consent, when required, for the following purposes; (i) execution and delivery
of any supplement hereto or any amendment, supplement or change to or modification of the Lease
Agreement or the Property Lease, (ii) removal of the Trustee and selection and appointment of any
successor trustee, and (iii) initiation or approval of any action not described in (i) or (ii) above which
requires Owner consent.

(f') Any reorganization or liquidation plan with respect to the City or the Authority must
be acceptable to the Insurer. In the event of any reorganization or liquidation, the Insurer shall have
the right to vote on behalf of all Owners who hold Insurer-insured Bonds absent a default by the

Insurer under the applicable Insurance Policy insuring such Bonds.

(g) Notwithstanding any other provision of the Trust Indenture, in determining whether
the rights of the Owners will be adversely affected by any action taken pursuant to the terms and
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provisions of the Trust Indenture, the Trustee shall consider the effect on the Owners as if there were
no Insurance Policy.

(h) The Trustee may be removed at any time at the request of the Insurer for any breach
of the provisions of the Trust Indenture.

(i) ]'he Insurer shall receive prior written notice of any resignation by the Trustee.

(j) Notwithstanding any other provision of the Trust Indenture, no removal, resignation
or termination of the Trustee shall take effect until a successor, acceptable to the Insurer, is
appointed.

Claims Under Insurance Policy: Payments by and to Insurer.

As long as the Insurance Policy shall be in full force and effect, the City, the Authority and
the Trustee agree to comply with the following provisions:

(a) at least one (1) day prior to all Interest Payment Dates, the Trustee will determine
whether there will be sufficient funds in the funds and accounts established hereunder to pay the
principal of or interest on the Bonds on such Interest Payment Date. If the Trustee determines that

there will be insufficient funds in such funds and accounts, the Trustee shall so notify the Insurer.
Such notice shall specify the amount of the anticipated deficiency, the Bonds to which such
deficiency is applicable and whether such Bonds will be deficient as to principal or interest, or both.

If the Trustee has not so notified the Insurer one (1) day prior to an Interest Payment Date, the
Insurer will make payments of principal or interest due on the Bonds on or before the first day next
following the date on which the Insurer shall have received notice of nonpayment from the Trustee;

(b) the Trustee shall, after giving notice to the Insurer as provided in (a) above, make
available to the Insurer and, at the Insurer's direction, to The Bank of New York, in New York, New

York, as insurance trustee for the Insurer or any successor insurance trustee (the "Insurance
Trustee"), the registration books maintained by the Trustee and all records relating to the funds and
accounts maintained under this Indenture;

(c) the Trustee shall provide the Insurer and the Insurance Trustee with a list of Owners
of Bonds entitled to receive principal or interest payment,s from the Insurer under the terms of the
Insurance Policy, and shall make arrangements with the Insurance Trustee (i)to mail checks to the

Owners of Bonds entitled to receive full or partial interest payments from the Insurer and (ii) to pay
principal upon Bonds surrendered to the Insurance Trustee by the Owners of Bonds entitled to
receive full or partial principal or payments from the Insurer;

(d) the Trustee shall, at the time it provides notice to the Insurer pursuant to (a) above,

notify Owners of Bonds entitled to receive the payment o1_"principal or interest on thereto from the
Insurer (i) as to the fact of such entitlement, (ii) that the Insurer will remit to them all or a part of the
interest payments next coming due upon proof of Bond Owner entitlement to interest payments and

delivery to the Insurance Trustee, in form satisfactory to the Insurance Trustee, of an appropriate
assignment of such Owner's right to payment, (iii)that should they be entitled to receive full

payment of principal from the Insurer, they must surrender their Bonds (along with an appropriate
instrument of assignment in form satisfactory to the Insurance Trustee to permit ownership of such
Bonds to be registered in the name of the Insurer) tbr payment to the Insurance Trustee, and not the
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Trustee, and (iv) that should they be entitled to receive partial payment of principal from the Insurer,

they must surrender their Bonds fox"payment thereon first to the Trustee who shall note on such
Bonds the portion of the principal paid by the Trustee and then, along with an appropriate instrument

of assignment in form satisfactory to the Insurance Trustee, to the Insurance Trustee, which will then
pay the unpaid portion of principal;

(e) in the event that the Trustee has actual notice that any payment of principal or interest
on a Bond which has become due for payment and which is made to an Owner of Bonds by or on

behalf of the City or the Authority has been deemed a preferential transfer and theretofore recovered
from its Owner pursuant to the United States Bankruptcy Code by a trustee in bankruptcy in
accordance with the final, nonappealable order of a court having competent jurisdiction, the Trustee

shall, at the time the Insurer is notified, notify all Bond Owners that in the event that any Bond
Owner's payment is so recovered, such Owner will be entitled to payment from the Insurer to the

extent of such recovery if sufficient funds are not otherwise available, and the Trustee shall furnish to
the Insurer its records evidencing the payments of principal and interest on the Bonds which have
been made by the Trustee, and subsequently recovered from Owners of Bonds and the dates on

which such payments were made; and

(f) in addition to those rights granted the Insurer under the Trust Indenture, the Insurer
shall, to the extent it makes payment of principal or interest on Bonds, become subrogated to the

rights of the recipients of such payments in accordance with the terms of the Insurance Policy, and to
evidence such subrogation (i) in the case of subrogation as to claims for past due interest, the Trustee
shall note the Insurer's rights as subrogee on the registration books maintained by the Trustee upon

receipt from the Insurer of proof of the payment of interest on Bonds to the Owners of the Bonds,
and (ii) in the case of subrogation as to claims for past due principal, the Trustee shall note the
Insurer's rights as subrogee on the Bond Registrar maintained by the Trustee upon surrender of the

Bonds by the Owners thereof together with proof of the payment of principal thereof.

Information to be Provided to the Insurer.

(a) While the Insurance Policy is in effect, the Insurer shall be provided with the

following information by the City or the Trustee, as applicable:

(1) As soon as practicable after the approval or acceptance thereof, a copy of the
City's annual audited financial statements and annual budget;

(2) A copy of any notice to be given to the Owners, including, without limitation,

notice of any redemption of or defeasance of the Bonds, and any certificate rendered pursuant
to the Trust Indenture relating to the security for the Bonds;

(3) A copy of any notice sent with respect to the Continuing Disclosure

Agreement;

(4) A copy of the certificate regarding insurance coverages as required by the
Lease Agreement;

(5) Notification of any failure of the City to provided relevant notices and

certificates pursuant to the Trust Indenture or the Lease Agreement; and
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(6) Notwithstanding any other provision of the Trust Indenture, the Trustee, the
Authority or the City, as applicable, shall immediately notify the Insurer if at any time there
are insufficient moneys to make any payments of principal and interest as required under this
Trust Indenture and immediately upon the occurrence of an Event of Default hereunder.

(b) The notice address of the Insurer :is set forth in the Trust Indenture. In the case of
notices, then a copy of such notice shall also be sent to the attention of General Counsel Office.

(c) The City will permit the Insurer to discuss the affairs, finances and accounts of the

City or any information the Insurer may reasonably request regarding the security for the Certificates
with appropriate officers of the City. The Trustee or the City will permit the Insurer to have access

to the Property and have access to and to make copies of all books and records relating to the Bonds
at any reasonable time.

AMENDED AND RESTATED LEASE AGREEMENT
LEASE OF THE PROPERTY

Lease of the Property.

The Authority has leased the Property to the City and the City has taken and leased from the
Authority the Property on the terms and conditions set forth in the Lease Agreement.

The Lease Term of the Lease Agreement shall col_rnence on the date of the delivery of the
Bonds and the receipt of proceeds as provided in the Trust Indenture.

The Lease Term of the Lease Agreement shall end on June 1, 2023, unless such Lease Term

is extended or sooner terminated as provided in the Lease Agreement. If on June l, 2023, any Bonds
issued by the Authority and secured by the Trust Indenture which are delivered in order to refinance

the Prior Project shall not be fully paid and retired then the term of the Lease Agreement shall be
extended until ten (10) days after all such Bonds shall be :tully paid and retired, except that the term
of the Lease Agreement shall in no event be extended beyond August 1, 2033. If prior to June 1,

2023, all such Bonds shall be fully paid and retired or provision for their payment has been made, as
provided in the Trust Indenture (relating to defeasance), the terms of the Lease Agreement shall end
so long as all payments required to be made under the Lease Agreement which accrued on or prior to
the date of defeasance shall have been paid.

The Lease Agreement may also terminate earlier than June 1, 2023, pursuant to the
provisions of the Lease Agreement.

Possession and Enjoyment; Title Insurance.

The City shall, during the Lease Term, peaceably and quietly have and hold and enjoy the use
of the Property in accordance with the terms of the Lease Agreement without suit, trouble or

hindrance from the Authority or any parties claiming through the Authority, except as expressly set
forth in the Lease Agreement. The Authority will, at the request of the City and at the City's cost,
join in any legal action in which the City asserts its right to such possession and enjoyment to the

extent the Authority lawfully may do so. The Authority shall cause MTDB pursuant to the Property
Lease, to secure for the City not later than the Closing Date, a policy or policies of title insurance on

the Property in the form of an ALTA title insurance policy (with western regional exceptions),

C-36



insuring to a value of the cost to MTDB of the Property, the Authority's interest in the Property
Lease free and clear of all encumbrances other than Penmitted Encumbrances. Such policy of title

insurance, including the endorsements thereto, shall be in form and substance acceptable to the
Insurer.

Authority and Trustee Access to the Property.

The City agrees that the Authority and Trustee shall have the right during the City's normal

working hours on the City's normal working days to examine and inspect the Property for the
purpose of assuring that the Property is being properly maintained, preserved, and kept in good

repair, working order and condition. The City further agrees that the Authority and Trustee shall
have such rights of access to the Property as may be reasonably necessary to cause the proper
maintenance of the Property in the event of failure by the City to perform its obligations under the

Lease Agreement; provided nothing in the Lease Agreement shall impose on the Trustee any duty of
supervision of construction or maintenance of the Property.

Disclaimer of Warranties.

THE AUTHORITY MAKES NO WARRANTY OR REPRESENTATION, EITHER

EXPRESS OR IMPLIED, AS TO THE VALUE, DESIGN, CONDITION, MERCHANTABILITY
OR FITNESS FOR PARTICULAR PURPOSE OR FITNESS FOR USE OF THE PROPERTY. In

no event shall the Authority or the Trustee be liable for any incidental, indirect, special or

consequential damage in connection, with or arising out of the Lease Agreement or the existence,
furnishing, functioning or the City's or MTDB's use of any item or products or services provided for
in the Lease Agreement.

Manufacturers' Warranties.

The Authority appoints the City its agent and attorney-in-fact during the Lease Term, so long

as the City shall not be in default under the Lease Agreement, to assert from time to time whatever
claims and rights, including warranties relating to the Property or improvements thereon, which the
Authority may have against the manufacturer or supplier of any materials used in the Property. As
between the Authority and the City, the City's sole remedy for the breach of such warranty,
indemnification or representation shall be against the manufacturer or supplier of the defective item,

and not against the Authority; nor shall such matter have any effect whatsoever on the rights of the
Authority with respect to the Lease Agreement, including the right to receive full and timely

payments. The City expressly acknowledges that neither the Authority nor the Trustee makes, or has
made, any representation or warranty whatsoever as to the existence or availability of such warranties
of the manufacturer or supplier of any item to be incorporated in the Property.

Additions and Improvements.

The City shall have the right during the Lease Term to make any additions or improvements
to the Property, to attach fixtures, structures or signs, and to affix any personal property to the
improvements on the Property, provided the use of the Property for the purposes contemplated in the

Lease Agreement is not impaired, and provided further the fair rental value of the Property is not
reduced thereby. The parties to the Lease Agreement acknowledge and agree that the City or its
designee shall have the right in its discretion and without the approval of the Authority to acquire,
construct, install and provide for the financing of additional improvements and facilities with respect
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to the Property, provided the value of the Property is not reduced thereby. Title to all personal
property which is part of the Property shall remain in the name of MTDB. The title to any personal

property, improvements or fixtures placed on the Properly by any sublessee or licensee of the City
shall be controlled by the contracts entered into by the City.

Tax Covenant.

The City and the Authority have covenanted with the Bond Owners that, notwithstanding any
other provision of the Lease Agreement, they will make no use of the proceeds of the Bonds or of the

Property, or of any income attributable thereto, which would cause the Bonds to be "arbitrage bonds"
subject to federal income taxation by reason of Section 14:gof the Internal Revenue Code of 1986, as

amended, or otherwise cause interest on the Bonds to not be excludable from gross income under
Section 103 of such Code. The Authority shall instruct the Trustee in writing as to all matters

relating to this arbitrage covenant. To this extent, the Bondholders shall be deemed third party
beneficiaries of the Lease Agreement.

LEASE PAYMENTS

Payment of Lease Payments and Additional Lease Payments.

The parties to the Lease Agreement agree that the fair annual rental value of the Property is

not less than the amounts required to be paid pursuant to the Lease Agreement. The City has agreed,
subject to the terms of the Lease Agreement and subject to the abatement provisions in the Lease

Agreement, to pay the Lease Payments for the Property in each Fiscal Year in an amount equal to the

amounts required to pay the Bonds pursuant to the Trust Indenture, in consideration of its right to
occupy the Property. In satisfaction of its obligations under the Lease Agreement, the City shall pay
the Lease Payments and Additional Lease Payments in the amounts, at the times and in the manner

set forth in the Lease Agreement , such amounts constituting in the aggregate the rental payable
under the Lease Agreement as follows:

(a) On each Lease Payment Date, the City shall pay to the Trustee, in
immediately available funds in lawful money of the United States of America and from

legally available funds, the Lease Payment for the Property as set forth in the Lease
Agreement, less any credits as contemplated thereby.

(b) If there is a redemption of Bonds pursuant to the Trust Indenture, the Lease

Payments schedule shall be adjusted by the Authority to provide for the timely payment of
the Outstanding Bonds by adjusting Lease Payments to an amount equal to the revised debt
service schedule applicable to the corresponding Interest Payment Dates tbr the Bonds. The

Authority shall provide the Trustee with such revised schedule promptly following such
redemption.

(c) In addition to the Lease Payments set forth in the Lease Agreement, the City
shall pay an amount or amounts (hereinafter called "Additional Lease Payments") equivalent
to the sum of the following:

(i) All taxes and assessments of any nature whatsoever, including, but
not limited to, excise taxes, ad valorem taxes, ad valorem and specific lien special
assessment and gross receipts taxes, if any, levied upon the Property, upon the
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Authority's interest therein, upon the Authority's operation thereof or the Authority's
rental income derived therefrom.

(ii) All expenses (not otherwise paid or provided for out of the proceeds
of the sale of Bonds) incidental to the sale and delivery of the Bonds and all

administrative costs of the Authority, including without limiting the generality of the
foregoing, salaries, wages, expenses, compensation and indemnification of the
Trustee and its consultants under the Trust Indenture, the Property Lease and the

Lease Agreement (including costs related to the City's default thereunder, if any) fees

and charges of auditors, accountants, architects, attorneys and engineers and any and
all other amounts due to the Insurer, and all other necessary administrative charges of

the Authority or charges required to be paid by it in order to comply with the terms of
the Bonds or of the Trust Indenture and to indemnify and defend the Authority and its
members.

(iii) Insurance premiums, if any, on all insurance required or permitted

under the provisions of the Lease Agreement.

(iv) All costs and expenses which the Authority or its assignee may incur
in consequence of or because of any default by the City under the Lease Agreement,

including reasonable attorneys' fees and costs of suit in equity or action at law to
enforce the terms and conditions of the Lease Agreement.

(v) All other payments required to be paid by the City under the

provisions of the Lease Agreement or the Trust Indenture, including amounts due
under the Reserve Fund Surety Bond to the extent such amounts are not includable as

a part of the Lease Payments due under the Lease Agreement.

Each Additional Lease Payment payable under the Lease Agreement shall be paid by the City

within thirty-five (35) days after notice in writing from the Authority to the City stating the amount
of Additional Lease Payment then due and payable and the purpose thereof and shall be paid directly

to the person or persons to whom such amounts are due or, if not so paid, shall be paid to the Trustee
for application in accordance with the Trust Indenture.

Credits to Lease Payments and Additional Lease Payments required under the Lease
Agreement.

(a) The City shall receive a credit against any Lease Payment for certain amounts on

deposit with the Trustee in the Bond Fund and available for debt service on the Bonds in accordance
with the terms of the Trust Indenture.

(b) The amount on deposit in the Reserve Fund shall be transferred by the Trustee to the
Bond Fund as a credit against the final Lease Payments attributable to the Property to the extent the
amount therein is greater than or equal to the remaining principal payments on the Bonds.

Lease Payments to be Unconditional.

Subject to the abatement provisions of the Lease Agreement, the obligations of the City to
make Lease Payments and to pay all other amounts provided for in the Lease Agreement and to

C-39



perform its obligations under the Lease Agreement, shall be absolute and unconditional; and such

Lease Payments and other amounts shall be payable without any rights of set-off, recoupment or
counterclaim the City might have against the Authority, the Trustee or any other person. The Lease

Agreement shall be deemed and construed to be a "net-net-net lease" and the City agrees that the
Lease Payments shall be an absolute net return to the Authority flee and clear of any expenses,
charges or set-offs whatsoever.

Budget.

The City covenants that, as long as the Property is available for the City's use and occupancy,
it will take such action as may be necessary to include artd maintain the applicable Lease Payments
and Additional Lease Payments due under the Lease Agreement in each Fiscal Year in its budget for

such Fiscal Year or pursuant to separate resolution and further shall make the necessary
appropriations for all such Lease Payments and Additional Lease Payments. The City shall furnish

to the Trustee under the Trust Indenture a written certificate that the budget for the Fiscal Year
contains an appropriation to pay all Lease Payments under the Lease Agreement or such other

evidence of the City taking formal action with respect to the appropriation of money to pay Lease
Payments under the Lease Agreement not later than Octc,ber 1 of each year. The covenants on the
part of the City contained in the Lease Agreement shall be deemed to be and shall be construed to be

ministerial duties imposed by law, and it shall be the ministerial duty of each and every public
official of the City to take such action and do such things as are required by law in the performance
of such official duty of such officials to enable the City to carry out and perform the covenants and
agreements in the Lease Agreement agreed to be carried out and performed by the City.

Consideration.

The Lease Payments and Additional Lease Payments under the Lease Agreement for each

Fiscal Year of the Lease Term shall constitute the total rental for said Fiscal Year and shall be paid
by the City for and in consideration of the right of use and occupancy, and the continued quiet use
and enjoyment of the Property for and during said Fiscal Year. The parties to the Lease Agreement
have agreed and determined that the rental with respect to the Property as provided in the Lease
Agreement does not exceed the fair rental value of the Property. In making such determination,

consideration has been given to the costs of acquisition, construction, installation and financing of
the Property, the uses and purposes which will be served by the Property and the benefits therefrom
which will accrue to the parties to the Lease Agreement and the general public by reason of the
Property.

Lease Payments to Constitute a Current Expense of the City; No Pledge.

The Authority and the City understand, agree and intend that the obligation of the City to pay
Lease Payments and Additional Lease Payments under the Lease Agreement shall constitute a
current expense of the City and shall not in any way be construed to be a debt of the City, or the
State, or any political subdivision thereof, in contravention of any applicable constitutional or
statutory limitation or requirements concerning the creation of indebtedness by the City, the State, or
any political subdivision thereof, nor shall anything contained in the Lease Agreement constitute a
pledge of general revenues, funds or moneys of the City beyond the Fiscal Year for which the City
Council of the City has appropriated fimds to pay Lease Payments and Additional Lease Payments
under the Lease Agreement or an obligation of the City :_orwhich the City is obligated to levy or
pledge any form of taxation or for which the City has levied or pledged any form of taxation.
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TERMINATION

Termination of Lease Agreement.

Subject to an earlier termination, the Lease Agreement will terminate upon the earliest to
occur of the following events:

(a) a default by the City as contemplated by the Lease Agreement and the
termination of the Lease Agreement;

(b) the payment by the City of the Purchase Option Price for the Property as

provided in the Lease Agreement and the payment of all unpaid Additional Lease Payments;
or

(c) the payment by the City of all Lease Payments and Additional Lease
Payments which the City is legally obligated to pay during the entire Lease Term.

COVENANTS OF LESSEE

Maintenance of Property by the City.

The City agrees that at all times during the Lease Term, the City will, at the City's own cost
and expense (or at the expense of MTDB pursuant to the Sublease), maintain, preserve and keep the
Property in good repair, working order and condition, and that the City will from time to time make
or cause to be made all necessary and proper repairs, replacements and renewals thereto. The City
shall at its own expense (or at the expense of MTDB pursuant to the Sublease), provide or cause to
be provided all security service, custodial service, power, gas, telephone, light, heating and water,
and all other public utility services for the Property. Tile Authority shall have no responsibility in
any of these matters, or for the making of improvements or additions to the Property and the City
shall be responsible therefor, without regard to MTDB's non-performance, if any, under the
Sublease. The City has expressly waived the right to make repairs or to perform maintenance of the
Property at the expense of the Authority and (to the extent permitted by law) waived the benefit of
Sections 1932, 1941 and 1942 of the Civil Code of the State of California relating thereto.

Taxes, Other Governmental Charges and Utility Charges.

The City will pay during the Lease Term, as the same respectively come due, all taxes and
governmental charges of any kind whatsoever that may at any time be lawfully assessed or levied
against or with respect to the Property, as well as all utility and other charges incurred in the
operation, maintenance, use, occupancy and upkeep of the Property; provided that, with respect to
any governmental charges that may lawfully be paid in :installments over a period of years, the City
shall be obligated to pay only such installments as have accrued during the time the Lease Term is in
effect.

Provisions Regarding Insurance.

The City shall at its expense maintain (or cause to be maintained by MTDB pursuant to the
Sublease, or otherwise) the following policies of insurance:
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(1) insurance against loss or damage to the Property resulting from fire, lightning,
vandalism, malicious mischief and such perils ordinarily defined as "extended coverage"

including flood, but not earthquake, and such other perils as the Authority and the City may
agree should be insured against if such insurance is available from reputable insurers. Such
insurance shall be maintained in an amount not less than the lesser of the then applicable

Purchase Option Price or the full replacement value of the Property (in each case subject to a
deductible clause of not to exceed $250,000 or such higher amount as is consented to by the
Insurer); provided, however, that, in the event the insurance required under this clause (1) is

not available from reputable insurers at a reasonable cost, the City shall be required to self-
insure (or pursuant to the Sublease, to cause MTDB to self-insure) to the extent necessary to
enable it to repair or replace the Property. in accordance with the provisions of the Lease

Agreement. The term "full replacement value" as used in this Section shall mean the actual
replacement cost of a "new" Property (including the cost of restoring the surface of grounds
owned or leased by the City but: excluding the cost of restoring trees, plants and shrubs);

(2) use and occupancy or business interruption or rental income insurance against
the perils of fire, lightning, vandalism, malicious mischief and such other perils ordinarily
defined as "extended coverage", other than earthquake, in an amount equal to not less than

the largest aggregate Lease Payments to be paid in any 24 month period by the City under the
Lease Agreement (in each case subject to a deductible clause of not to exceed $250,000 or
such higher amount as is consented to by the Insurer);

(3) public liability insurance against claims for bodily injury or death, or damage
to property occurring upon, in or about the Propels:y, such insurance to afford protection to a

limit of not less than $5,000,000 combined single limit bodily injury and property damage
with such deductible provisions as the City provides on like coverage (in each case subject to
a deductible clause of not to exceed $250,000 or such higher amount as is consented to by the
Insurer); provided, however, that the City's obligations under this clause (3) may be satisfied
by self-insurance by the City or MTDB;

(4) workers' compensation insurance issued by a responsible carrier authorized

under the laws of the State of California to insure employers against liability for
compensation under the Workers' Compensation Insurance and Safety Act now in force in
the State, or any act hereafter enacted as an amendment or supplement thereto or in lieu

thereof, such worker's compensation insurance to cover all persons employed in connection
with the Property and to cover full liability for compensation under any such act aforesaid,
based upon death or bodily injury claims made by, for or on behalf of any person incurring or

suffering injury or death during or in connection with the Property or the business of the City;
provided, however, that the City's obligations under this clause (4) may be satisfied by self-
insurance by the City or MTDB.

All insurance provided for in the Lease Agreement, other than permitted self-insurance by the

City or MTDB, shall be effected under policies issued by insurers of recognized responsibility,
licensed or admitted to do business in the State of Califon:Lia. All policies or certificates shall name
the City and the Authority as named insureds and the policies issued pursuant to paragraphs (1) and

(2) above and such title insurance issued pursuant to the Lease Agreement shall name the Trustee as
the loss payee.
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All policies or certificates issued by the respective insurers for insurance shall provide that

such policies or certificates shall not be cancelled or changed without at least 30 days' prior written
notice to the Trustee. A certificate showing the policies (and, with respect to any self insurance,

describing the self insurance program and providing a current review of the adequacy of reserves for
self insurance by the self-insurer's risk manager) in effect and showing the Trustee as a named
insured and stating that such coverage constitutes compliance by the City with the Lease Agreement,

executed by an Authorized Representative of the City, shall be deposited with the Trustee and thee
Insurer by the City, annually on December 1 of each year, together with appropriate evidence of

payment of the premiums therefor, and, at least 10 days prior to the expiration dates of expiring
policies or certificates, certified copies of renewal or new policies or certificates (or other evidence of
coverage satisfactory to the Trustee) shall be deposited with the Trustee.

All premiums and charges due and payable for all of the aforesaid insurance shall be paid by
the City.

Notwithstanding the generality of the foregoing and except for insurance required under

paragraph (1) and (2) above, the City shall not be required to maintain or cause to be maintained
more insurance than is specifically referred to and with respect to the insurance required by

paragraph (3) and (4) above, the City shall not be required to maintain such insurance unless the
same is insurance which is available from reputable insurers on the open market at a reasonable cost;

provided, the City must maintain self-insurance with respect to such coverages if no open market
insurance is available at a reasonable cost. The phrase "insurance which is available from reputable

insurers on the open market at a reasonable cost" means standard policies of insurance with standard
deductibles offered by reputable insurers at a reasonable cost.

In lieu of obtaining any of the insurance coverage required pursuant to paragraphs (1), (3) or

(4) of this Section, such coverage may be maintained by the City or caused to be maintained by the
City in the form of a self-insurance program of the City or MTDB which affords protection against
loss or damage at least comparable to the protection that would be afforded by the insurance
described in this Section. All self-insurance coverage shall, unless otherwise consented to by the

Insurer, be reviewed annually by the City's Risk Manager or an independent actuary and reserves

meeting their requirements shall be maintained.

Damage, Destruction or Condemnation.

If prior to the termination of the Lease Term the Property is destroyed or damaged in whole
or part by fire or other casualty, or title to, or the temporary use of, the Property, in whole or in part,
shall be taken under the exercise of the power of eminent domain, the City shall within 60 days (or

such later date as is consented to by the Insurer) after such damage, destruction or condemnation
elect one of the following two options by written notice of such election to the Authority and the
Trustee:

(a) Option A - Repair, Restoration or Replacement. Upon receipt of the prior
written consent of the Insurer, the City and the Authority will cause the Net Proceeds of any
insurance claim or condemnation award (and the', value of any "deductible") to be applied to

the prompt repair, restoration, or replacement (in which case such replacement of the
Property shall become subject to the provisions of the Lease Agreement as fully as if it were
the originally leased Property) of the Property. Any Net Proceeds (and the value of any

"deductible") received by the Authority or the City shall be deposited in an insurance
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proceeds account established by the Trustee and be applied by the Authority or the City to

complete the payment of the cost of such repair, restoration or replacement of the Property.
Any balance of the Net Proceeds remaining after the repair, restoration or replacement shall
be deposited in the Prepayment Account and applied to the prepayment of Bonds.

(b) Option B - Prepayment of Bonds. The City, in the case of damage or
destruction, will deposit with the Trustee the full amount of any insurance deductible and
cause such deductible amount and the Net Proceeds of any insurance claim, or any

condemnation award to be deposited in the Prepayment Account and applied to the
prepayment of all or a portion of the outstandin8 Bonds. No partial prepayment of Bonds
shall be permitted pursuant to this Option B unless the resulting scheduled Lease Payments
are sufficient to pay all remaining principal and interest due on the Bonds.

If no election is given to the Authority and the Trustee within said 60 days, and the selection

of Option B would be permitted, the City shall be deemed to have elected Option B and, if the
selection of Option B would not be permitted, the City shall be deemed to have elected Option A.

Lease Payments and Additional Lease Payments due under the Lease Agreement with respect

to the Property shall be abated during any period in which, by reason of damage, destruction,
condemnation or title defect, there is substantial interference with the use or right of possession by
the City of the Property. The amount of abatement shall be such that the resulting total rental

represents fair consideration for the use and possession of the remaining portion of the Property
which is not damaged, destroyed, condemned or subject to a title defect. Such abatement shall
continue for the period commencing with the date of such damage, destruction, condemnation or title
defect and ending with the restoration of the Property to tenantable condition.

Insufficiency of Net Proceeds.

If the City elects to repair, restore or replace the Property under the terms of the Lease
Agreement and the Net Proceeds therefor are insufficient to pay in full the cost of such repair,
restoration or replacement, the City may complete the work and pay any cost in excess of the amount

of the Net Proceeds. The City agrees that, if by reason of any such insufficiency of the Net Proceeds
the City makes any payments pursuant to the provisions of this Section, the City shall not be entitled
to any reimbursement therefor from the Authority nor shall the City be entitled to any diminution of

the amounts payable under the Lease Agreement.

Advances.

In the event the City shall fail to maintain the full insurance coverage required by the Lease
Agreement or shall fail to keep the Property in good repair and operating condition, the Authority, or

its successor, may (but shall be under no obligation to) p_archase the required policies of insurance
and pay the premiums on the same, or make such repairs or replacements as are necessary and
provide for payment thereof; and all amounts so advanced therefor by the Authority shall become

immediately due and payable, which the City agrees to pay, subject to the City making an
appropriation therefor, as an Additional Lease Payment of the Property, together with interest at the
rate interest accrues on the Outstanding Bonds.
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Financial Reports.

The City covenants to provide to the Trustee (i) current financial statements within 180 days
of the close of each Fiscal Year; (ii) proposed budgets and proof of appropriations for each Fiscal

Year by each October 1 and a final budget when available; and (iii) such other financial information
relating to the ability of the City to continue to meet its obligations under the Lease Agreement as

may be reasonably requested by the Trustee.

Release and Indemnification.

In addition to any indemnity provided by the Trust Indenture, to the extent permitted by law
the City shall protect, hold harmless and indemnify the Authority and the Trustee and the employees,
directors and officers of each from and against any and all liability, obligations, claims and damages

whatsoever, regardless of cause thereof, and expenses :in connection therewith, including, without
limitation, counsel fees and expenses, penalties and interest arising out of or as the result of the

entering into of the Lease Agreement, the ownership of the Property, the ordering, acquisition, use,
operation, condition, purchase, delivery, rejection, storage or return of any item of equipment, or any
accident in connection with any of the foregoing resulting in damage to property or injury to or death

of any person. However, the City shall not hold harmless or indemnify the Authority, the Trustee, or
any employee, director or officer of each for any losses which are caused by the negligence, bad faith
or willful misconduct of such party.

The City further agrees, to the extent permitted by law, to indemnify and save the Trustee

harmless against any liabilities which it may incur in the exercise and performance of its powers and
duties under the Lease Agreement and under the Trust Indenture which are not due to its negligence
or willful misconduct. Such indemnity shall survive the termination of the Lease Agreement.

Fees of Trustee.

The City shall pay to the Trustee as part of Additional Lease Payments from time to time
reasonable compensation for all services rendered under the Lease Agreement and the Trust

Indenture, and also all reasonable expenses, charges, counsel fees and other disbursements, including
those of their attorneys, agents and employees, incurred in and about the performance of their powers
and duties under the Lease Agreement and the Trust Indenture.

TITLE

Title to Property.

Upon payment or provision for payment as provided in the Trust Indenture (relating to
defeasance) of all Outstanding Bonds or the City's payment of the Purchase Option Price in
accordance with the Lease Agreement, and the expiration or termination of the Lease Term of the
Lease Agreement with respect to the Property, title to the Property and any improvements thereon or
additions thereto shall be transferred directly to MTDB or its designee, as assignee of City in

accordance with the provisions of the Trust Indenture.

Liens.

During the Lease Term the City shall not, directly or indirectly, create, incur, assume or
suffer to exist any mortgage, pledge, lien, charge, encumbrance or claim on or with respect to the
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Property, other than the Permitted Encumbrances. MTDB may construct alterations, refurbishment
and improvements to the Maintenance Yard portion so long as such work does not reduce the fair
rental value thereof below the amount of Lease Payments attributable to the Maintenance Yard

portion which are in excess of the Lease Payments comprising the fair rental value of the Right-of-

Way portion. The City has delegated and appointed the General Manager of MTDB as its agent to
grant such easements and encumbrances with respect to the Right of Way Portion as may be
requested in the ordinary course of business with respect thereto, and which constitute Permitted

Encumbrances. The City shall promptly pay or cause to be paid all sums of money that may become
due for any labor, services, materials, supplies or equipment alleged to have been furnished to or for,
in, upon or about the Property and which may be secured by any mechanic's, materialman's or other

lien against the Property, or the interest of the Authority therein, and shall cause each such lien to be

fully discharged and released; provided, however, that the City or the Authority may (i) contest any
such claim or lien without payment thereof so long as such nonpayment and contest stays execution
or enforcement of the lien, but if such lien is reduced to tinal judgment and such judgment or such

process as may be issued for the enforcement thereof is not stayed, or if stayed and the stay thereafter
expires, then and in any such event the City shall forthwitl:L pay and discharge such judgment or lien;
or (ii) delay payment without contest so long as and to the extent that such delay will not result in the

imposition of any penalty; unless, in the opinion of Bond Counsel, by nonpayment of any such items,

the interest of the City in the Property will be materially endangered or the Property or any part
thereof will be subject to loss or forfeiture, in which event the City will be required promptly to pay
such taxes, assessments or charges or provide the Authority with full security against any loss which
may result from nonpayment satisfactory to the Authority and the Trustee.

Use of the Property.

The City will not install, use, operate or maintain the Property improperly, carelessly, in
violation of any applicable law or in a manner contrary to that contemplated by the Lease Agreement.
In addition, the City agrees to comply in all respects (inc]uding, without limitation, with respect to
the use, maintenance and operation of the Property) with all laws of the jurisdictions in which its

operations involving the Property may extend and with all regulations, orders and decrees of any
legislative, executive, administrative or judicial body exercising any power or jurisdiction over the

Property; provided, however, that the City may contest in good faith the validity or application of any
such law or rule in any reasonable manner which does not adversely affect the estate of the Authority
or the City in and to the Property or either of their interests or rights under the Lease Agreement.

ASSIGNMENT, SUBLEASE, PREPAYMENTS AND OPTION TO PURCHASE

Assignment by Authority.

The Lease Agreement may be transferred and assil_ed by the Authority in accordance with

the provisions of the Trust Indenture for the benefit of the Owners of the Bonds. The parties to the
Lease Agreement acknowledge and agree that the AuthorJty's rights and remedies under the Lease

Agreement will be assigned to the Trustee on behalf of the Owners of the Bonds pursuant to the
Trust Indenture.

City's Prepayment and Purchase Option.

(a) The City shall have the option to purchase the Property at any time, whether or not it
is then in default under the Lease Agreement, but only in the manner provided in the Trust Indenture.
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The City may exercise its option to purchase the Property on any Redemption Date by paying the

Purchase Option Price as shown in Exhibit C attached to the Lease Agreement and incorporated in
the Lease Agreement plus payment of all other sums, including Additional Lease Payments, due and

owing through the Redemption Date of the Outstanding Bonds. In the event the City elects to
purchase the Property prior to a first Redemption Date, the Purchase Option Price will be adjusted to
reflect amounts required to cause the Bonds to be defeased through the applicable Redemption Date
in accordance with the Trust Indenture. In all events, the Purchase Option Price shall be sufficient to

pay all principal, premium, if any, and interest on Outstanding Bonds through the Redemption Date.
Such Purchase Option Price shall be deposited by the Trustee in the Prepayment Account to be

applied to the redemption (pursuant to the Trust Indenture) of the Outstanding Bonds; provided that
no amounts are owed to the Insurer under the Insurance Policy. The City shall give the Trustee

written notice of its intention to exercise its option not less than thirty (30) days in advance of the
date of exercise, and shall deposit with the Trustee the Purchase Option Price not later than the

Business Day immediately prior to the date selected by the Trustee to redeem Bonds with such
prepayment.

(b) The Authority shall pay the principal on the Outstanding Bonds, without premium, at
any time if the Property is damaged, destroyed or condenmed and the City elects to prepay the Lease
Payments pursuant to "Option B" provided in the Lease Agreement.

(c) Any amount then on hand in the Reserve Fund or the Bond Fund established pursuant

to the Trust Indenture shall be applied toward the payment of the Purchase Option Price by the City.
Upon the City's exercise of its purchase option and the redemption of all of the Bonds at the

applicable redemption price plus accrued interest, all right, title and interest of the Authority, the
Trustee and the Owners of the Bonds in and to the Property shall be transferred to the City or its

designee in accordance with the provisions of the Trust Indenture, and the Authority shall, upon

request by the City, execute a quitclaim deed in favor of the City or its designee. Nothing in the
Lease Agreement is intended to prevent the refunding of all or a part of the City's obligations under
the Lease Agreement and the Authority may elect to defease the Bonds in accordance with the Trust
Indenture without the City being deemed to have opted to purchase the Property pursuant to the

Lease Agreement.

Assignment and Sublease by City.

Neither the Lease Agreement nor any interest of the City in the Lease Agreement shall, at

any time after the date of the Lease Agreement, be mortgaged, pledged, assigned or transferred by
the City by voluntary act or by operation of law, or otherwise, except as specifically provided in the
Lease and with the consent of the Insurer. The City shall at all times remain liable for the

performance of the covenants and conditions on its part to be performed notwithstanding any
assigning, transferring or subletting which may be made. The City shall have the fight to sublease or
permit the use of all or any part of the Property, with the consent of the Insurer; provided no such
sublease or other permitted use of the Property shall cause interest on the Bonds to be includable in

gross income under Section 103 of the Code for federal tax purposes. The City has concurrently with
the execution of the Lease Agreement subleased the Property to MTDB pursuant to the Sublease
Agreement, however, nothing contained in the Lease Agreement or in the Sublease Agreement shall
be construed to relieve the City from any obligations contained in the Lease Agreement.
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EVENTS OF DEFAULT AND REMEDIES

Events of Default Defined.

The following shall be "events of default" under the Lease Agreement and the terms "event

of default" and "default" shall mean, whenever they are used in the Lease Agreement, any one or
more of the following events, namely:

(a) Failure by the City to pay when due any Lease Payment or Additional Lease
Payment; or

(b) Failure by the City to observe or perform any covenant, condition or

agreement on its part to be observed or performed, other than as referred to in clause (a) of
this Section, for a period of thirty (30) days after written notice specifying such failure and

requesting that it be remedied has been given to the City by the Authority or its assignee or
the Insurer; provided, however, that the Authority or its assignee or the Insurer may, upon
written request of the City prior to the expiration of such thirty (30) day period, consent to an

extension of such time in order to cure such failure if corrective action has been instituted by
the City and is being diligently pursued and will, in the judgment of the Authority or its
assignee, be diligently pursued until the default is corrected.

Remedies on Default.

Upon the happening of any of the events of default specified in the Lease Agreement, the
Authority or its assignee may exercise any and all remedies available pursuant to law or granted
pursuant to the Lease Agreement; provided the Authority or its assignee shall have the fight to enter

and re-enter only the Maintenance Yard portion of the Property for the purpose of retrieving any
portion of the Property if the City does not deliver the Property to the Authority on demand or to re-

let only the Maintenance Yard's portion of the Property and, in addition, at its option, with or without
such entry, to terminate the Lease Agreement. There shall be no right to re-enter and re-lease the
Right of Way portion of the Property. Notwithstanding anything in the Lease Agreement or in the
Trust Indenture to the contrary, THERE SHALL BE NO RIGHT UNDER ANY
CIRCUMSTANCES TO ACCELERATE THE LEASE PAYMENTS OR OTHERWISE DECLARE
ANY LEASE PAYMENTS NOT THEN 1N DEFAULT TO BE IMMEDIATELY DUE AND

PAYABLE. In the event of default and notwithstanding any limited entry or re-entry by the
Authority or its assignee, the City shall, as expressly provided in the Lease Agreement, continue to

remain liable for the payment of Lease Payments and Additional Lease Payments and/or damages for
breach of the Lease Agreement and the performance of all conditions contained in the Lease

Agreement and, in any event, such Lease Payments and Additional Lease Payments and/or damages
shall be payable to the Authority or its assignee at the time and in the manner set forth in the Lease

Agreement. So long as the Insurer is not in default under the Insurance Policy, the Insurer shall
control all remedies upon an event of default under the Lease Agreement. The Owners' direction of

remedies upon default are subject to the prior written consent of the Insurer. The Insurer, acting
alone, shall have the right to direct all remedies upon an event of default.

In the event that the Authority or its assignee does not elect to terminate the Lease

Agreement, the City agrees to and shall remain liable for the payment of Lease Payments or

Additional Lease Payments and the performance of all conditions contained in the Lease Agreement
and shall reimburse the Authority or its assignee for any de ficiency arising out of the re-letting of the
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Property, or, in the event that the Authority or its assignee does not re-let the Property, then for the
full amount of the Lease Payments or Additional Lease Payments to the end of the term of the Lease

Agreement, but said Lease Payments or Additional Lease Payments and/or deficiency shall be

payable only at the same time and in the same mariner as provided in the Lease Agreement
notwithstanding such entry or re-entry by the Authority or its assignee or any suit in unlawful

detainer, or otherwise, brought by the Authority or its assignee for the purpose of effecting such entry
or re-entry or obtaining possession of the Property or the exercise of any other remedy by the

Authority or its assignee. The City has irrevocably appointed the Authority or its assignee as the
agent and attorney-in-fact of the City to enter upon and re-let the Maintenance Yard portion of the
Property in the event of default by tile City. The City has exempted and agreed to save harmless the

Authority and its assignee from any costs, loss or damage whatsoever arising or occasioned by any
such entry upon and letting of the Property. The City has waived any and all claims for damages

caused, or which may be caused, by the Authority or its assignee in entering and taking possession of
the Property, for all claims for damages that may result from the destruction of or injury to the
Property, and all claims for damages to or loss of any property belonging to the City that may be in
or upon the Property. The City agrees that the terms of the Lease Agreement constitute full and

sufficient notice of the fight of Authority or its assignee to re-rent the Property in the event of such
re-entry without effecting a surrender of the Lease Agreement, and further agrees that no acts of the
Authority or its assignee in effecting such re-renting or re-leasing shall constitute a surrender or

termination of the Lease Agreement irrespective of the term for which such re-leasing or re-renting is
made, or of the terms and conditions of such re-leasing or re-renting, or otherwise, but that, on the
contrary, in the event of such default by the City, the fight to terminate the Lease Agreement shall

vest in the Authority or its assignee. The City further waives the fight to any rental obtained by the
Authority or its assignee in excess of the Lease Payments and Additional Lease Payments specified
in the Lease Agreement and has conveyed and released such excess to the Authority or its assignee as

compensation to the Authority or its assignee for its services in re-leasing the Property.

Each and all of the remedies given to the Authority and its assignee under the Lease

Agreement or by any law now or hereafter enacted are cumulative and the exercise of one fight or
remedy shall not impair the fight to the Authority or its assignee to exercise any or all other remedies.

Suits at Law or in Equity and Mandamus.

In addition to the remedies set forth in the Lease Agreement, in case one or more of the
events of default shall happen, then and in every such case, the Authority or its assignee shall be

entitled to proceed to protect and enforce the rights veste,d in the Authority by the Lease Agreement
by such appropriate judicial proceeding as the Authority or its assignee shall deem most effectual to
protect and enforce any such right, either by suit in equity or by action at law, whether for the

specific performance of any covenant or agreement contained in the Lease Agreement, or in aid of
the exercise of any power granted in the Lease Agreement, or to enforce any other legal or equitable
right vested in the Authority or its assignee by the Lease Agreement or by law provided, in no event
may Lease Payments be accelerated. The provisions of the Lease Agreement and the duties of the

City and of the officers, agents and employees thereof shall be enforceable by the Authority or its
assignee by mandamus or other appropriate suit, action or proceeding in any court of competent
jurisdiction.
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Without limiting the generality of the foregoing, the Authority or its assignee shall have the
right:

(a) Accounting. By action or suit in equity to require the City and its officers,

agents and employees to account as the trustee of an express trust.

(b) Injunction. By action or suit in equity to enjoin any acts or things which may
be unlawful or in violation of the rights of Authority or its assignee.

(c) Mandamus. By mandamus or other suit, action of proceeding at law or in

equity to enforce its or their rights against the City and its and any of its officers, agents, and

employees, and to compel it or them to perforra and carry out its and their duties and
obligations under the law and its and their covenants and agreements with the City as
provided in the Lease Agreement.

Non-Waiver.

Nothing in the Lease Agreement shall affect or impair the obligation of the City to pay Lease

Payments and Additional Lease Payments. No delay or omission of the Authority or its assignee to
exercise any right or power arising upon the happening of any event of default shall impair any such
fight or power or shall be construed to be a waiver of any such event of default or any acquiescence
therein, and every power and remedy given by the Lease Agreement to the Authority and its assignee

may be exercised from time to time and as often as shall be deemed expedient by the Authority or its
assignee.

Status Quo.

In case any suit, action or proceeding to enforce any fight or exercise any remedy shall be

brought or taken and then discontinued or abandoned, or shall be determined adversely to the
Authority and its assignee, then, and in every such case, the Authority and its assignee shall be
restored to its former position and fights and remedies as if no such suit, action or proceedings had
been brought or taken.

Right of Owners of the Bonds.

"Assignee," as used in the Lease Agreement, shall mean the Trustee. The Owners shall be
entitled to exercise any and all such remedies as are provided to Owners in the manner and to the
extent set forth in the Trust Indenture.

MISCELLANEO US

Validity.

If any one or more of the terms, provisions, promises, covenants or conditions of the Lease

Agreement shall to any extent be adjudged invalid, unen_orceable, void or voidable for any reason
whatsoever by a court of competent jurisdiction, then each and all of the remaining terms, provisions,

promises, covenants and conditions of the Lease Agreement shall not be affected thereby and shall be
valid and enforceable to the fullest extent permitted by law.
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If for any reason the Lease Agreement shall be held by a court of competent jurisdiction void,
voidable or unenforceable by the Authority or by the City, or if for any reason it is held by such a
court that any of the covenants and agreements of the City under the Lease Agreement, including the

covenant to pay Lease Payments and Additional Lease Payments under the Lease Agreement, is
unenforceable for the full Lease Term, then and in such event for and in consideration of the fight of

the City to possess, occupy and use the Property, which right in such event is granted by the Lease
Agreement, the Lease Agreement shall thereupon become and shall be deemed to be a lease from
year to year under which the annual [,ease Payments and Additional Lease Payments specified in the

Lease Agreement will be paid by the City, subject to appropriations by the City Council of the City,
at its option.
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APPENDIX D

PROPOSED FORM OF BOND COUNSEL OPINION

[Date of Delivery]

City of San Diego/MTDB Authority
San Diego, California

City of San Diego
San Diego, California

Re: $15,255,000 City of San Diego/MTDB Authority 2003 Lease Revenue Refunding
Bonds (San Diego Old Town Light Rail Transit Extension Refunding)

Dear Honorable Members of the Authority Board and City Council:

We have acted as bond counsel to the City of San Diego/MTDB Authority (the "Authority")
in connection with the issuance by the Authority of $15,255,000 City of San Diego/MTDB Authority
2003 Lease Revenue Refunding Bonds (San Diego Old Town Light Rail Transit Extension

Refunding) (the "Bonds"), pursuant to the provisions of Article 4 (commencing with Section 6584)
of Chapter 5 of Division 7 of Title 1 of the California Government Code (the "Bond Law"), and
pursuant to a Trust Indenture dated as of May 1, 2003 (the "Indenture"), by and between the

Authority and Wells Fargo Bank, National Association, as Trustee. The Bonds have been issued by
the Authority to provide funds to refund certain City of San Diego/MTDB Authority 1993 Lease
Revenue Bonds (San Diego Old Town Light Rail Transit Extension Refunding), and will be secured
by Revenues, consisting in part of lease payments to be made by the City of San Diego (the "City")

pursuant to an Amended and Restated Lease Agreement dated as of May 1, 2003 (the "Lease"), by
and between the Authority and the City. We have examined the law and such certified proceedings
and other documents as we deem necessary to render this opinion. This opinion is based on current

statutory and constitutional law and published court decisions as of the date hereof. Capitalized
terms used herein and not otherwise defined shall have the meaning ascribed thereto in the Indenture.

As to questions of fact material to our opinion, we have relied upon representations of the

Authority contained in the Indenture and in the certified proceedings and certifications of public
officials and others furnished to us, without undertaking to verify the same by independent
investigation.

Based upon the foregoing we are of the opinion, lander existing law, as follows:

1. The Authority is a joint exercise of powers authority duly organized and validly
existing under the laws of the State of California with the full power to enter into the Indenture and
the Lease, to perform the agreements on its part contained therein and to issue the Bonds.
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2. The Indenture and the Lease have each been duly approved by the Authority and
constitute the valid and binding obligations of the Authority enforceable against the Authority in
accordance with their respective terms. The Indenture creates a valid pledge of what the Indenture

purports to pledge to secure the payment of the Bonds, subject to the provisions of the Indenture
permitting the application thereof for the purposes and subject to the terms and conditions set forth in
the Indenture.

3. The Bonds have been duly authorized and issued by the Authority and are valid and

binding special obligations of the Authority, payable solely from Revenues and other funds pledged
pursuant to the Indenture. Neither the faith and credit nor the taxing power of the City, the
Authority, the State of California or any political subdivision thereof is pledged to the payment of the
Bonds.

4. Under existing statutes, regulations, rulings and judicial decisions, interest on the

Bonds is excluded from gross income for federal income tax purposes and is not an item of tax
preference for purposes of calculating the federal alternative minimum tax imposed on individuals

and corporations; however, it should be noted that, with respect to corporations, such interest may be
included as an adjustment in the calculation of alternative minimum taxable income, which may
affect the alternative minimum tax liability of corporations.

5. Interest on the Bonds is exempt from State of California personal income tax.

6. The difference between the issue price of a Bond (the first price at which a substantial

amount of the Bonds of a maturity is to be sold to the public) and the stated redemption price at
maturity with respect to such Bonds constitutes original issue discount. Original issue discount
accrues under a constant yield method, and original issue discount will accrue to an Owner before

receipt of cash attributable to such excludable income. The amount of original issue discount

deemed received by an Owner will increase the Owner's basis in the applicable Bond. Original issue
discount that accrues to an Owner 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, and is exempt from State of California personal income
tax.

7. The amount by which an Owner's original basis for determining loss on sale or
exchange in the applicable Bond (generally, the purchase price) exceeds the amount payable on
maturity (or on an earlier call date) constitutes amortizable Bond premium, which must be amortized
under Section 171 of the Code; such amortizable Bond premium reduces the Owner's basis in the
applicable 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 Bond premium may
result in an Owner realizing a taxable gain when a Bond is sold by the Owner for an amount equal to
or less (under certain circumstances) than the original cost of the Bond to the Owner. Purchasers of

the Bonds should consult their own tax advisors as to ::he treatment, computation and collateral
consequences of amortizable Bond premium.

The opinions expressed herein may be affected by actions taken (or not taken) or events
occurring (or not occurring) after the date hereof. We have, not undertaken to determine, or to inform

any person, whether any such actions or events are taken or do occur. In rendering this opinion, we
have relied upon certain representations of fact and certifications made by the City, the Authority, the
initial purchasers of the Bonds and others. We have not undertaken to verify through independent
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investigation the accuracy of the representations and certifications relied upon by us. The Indenture,
the Lease and the Tax Certificate relating to the Bonds permit certain actions to be taken or to be

omitted if a favorable opinion of Bond Counsel is provided with respect thereto. No opinion is
expressed herein as to the exclusion from gross income of interest (and original issue discount) for
federal income tax purposes with respect to any Bond if any such action is taken or omitted based

upon the advice of counsel other than ourselves. Other than as expressly stated herein, we express no
opinion regarding tax consequences with respect to the Bonds.

The opinions expressed herein as to the exclusion from gross income of interest (and original
issue discount) on the Bonds are based upon certain representations of fact and certifications made by

the Authority, the City and others and are subject to the condition that the Authority complies with
all requirements of the Internal Revenue Code of 1986, as amended (the "Code"), that must be
satisfied subsequent to the issuance of the Bonds to assure that such interest (and original issue
discount) will not become includable in gross income for federal income tax purposes. Failure to

comply with such requirements of the Code might cause interest (and original issue discount) on the
Bonds to be included in gross income for federal income tax purposes retroactive to the date of

issuance of the Bonds. The Authority and the City have covenanted to comply with all such
requirements.

With respect to the opinions expressed herein, the rights and obligations under the Indenture,

the Lease and the Bonds are subject to bankruptcy, insolvency, moratorium and other laws affecting
the enforcement of creditors' rights, to the application of equitable principles if equitable remedies

are sought, to the exercise of judicial discretion in appropriate cases and to the limitations on legal
remedies against public agencies in the State of California.

We have not made or undertaken to make an investigation of the state of title to any of the
real property described in the Lease or of the accuracy or sufficiency of the description of such

property contained therein, and we express no opinion with respect to such matters. We express no
opinion herein as to the accuracy, completeness or sufficiency of the Official Statement or other
offering material relating to the Bonds, and expressly disclaim any duty to advise the Owners of the
Bonds with respect to matters contained in the Official Statement.

Respectfully submitted,
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APPENDIX E

FORM OF CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement, dated as of May 1, 2003 (the "Disclosure

Agreement") is executed and delivered by the City of San Diego (the "City") as dissemination agent,
acting on behalf of the City of San Diego/MTDB Authority (the "Authority"), and Wells Fargo Bank,

National Association (the "Trustee") in connection with the issuance of $15,255,000 City of San
Diego/MTDB Authority 2003 Lease Revenue Refunding Bonds (San Diego Old Town Light Rail
Transit Extension Refunding) (the "Bonds"). The Bonds are being issued pursuant to a Trust

Indenture, dated as of May 1, 2003, by and between the Authority and the Trustee. The City
covenants as follows:

SECTION 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is being
executed and delivered by the City on behalf of the Authority for the benefit of the Holders and

Beneficial Owners of the Bonds and in order to assist the Participating Underwriter in complying
with the Rule.

SECTION 2. Definitions. In addition to the definitions set forth in the Trust Indenture,
which apply to any capitalized term used in this Disclosure Agreement unless otherwise defined in
this Section, the following capitalized terms shall have the following meanings:

"Annual Report" shall mean the information provided by the City pursuant to, and as
described in, Sections 3 and 4 of this Disclosure Agreement.

"Beneficial Owner" shall mean any person which (a) has the power, directly or indirectly, to
vote or consent with respect to, or to dispose of ownership of, any Bonds (including persons holding
Bonds through nominees, depositories or other intermediaries), or (b) is treated as the owner of any
Bonds for federal income tax purposes.

"Disclosure Representative" shall mean the City Manager of the City, the Deputy City
Manager of the City or their designee, or such other officer or employee as the City shall designate in
writing from time to time.

"Dissemination Agent" shall mean the City, or any successor Dissemination Agent
designated in writing by the City and which has filed with the City a written acceptance of such
designation.

"Listed Events" shall mean any of the events listed in Section 5(a) of this Disclosure
Agreement.

"National Repository" shall mean any Nationally Recognized Municipal Securities
Information Repository for purposes of the Rule.

"Official Statement" shall mean the Official Statement relating to the Bonds, dated April 30,
2003.

"Participating Underwriter" shall mean the original tmderwriter of the Bonds required to
comply with the Rule in connection with the offering of the Bonds.
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"Repository" shall mean each National Repository and each State Repository.

"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" shall mean the State of California.

"State Repository" shall mean any public or priw_te repository or entity designated by the
State as a state repository for the purpose of the Rule and recognized as such by the Securities and
Exchange Commission. As of the date of this Disclosure Agreement, there is no State Repository.

SECTION 3. Provision of Annual Reports.

(a) The City shall, or, upon delivery of the AJanual Report to the Dissemination Agent,

shall cause the Dissemination Agent to, not later than April 11 following the end of each fiscal year
(currently ending June 30) commencing April 11, 2004, provide to each Repository an Annual
Report which is consistent with the requirements of Section 4 of this Disclosure Agreement. The

Annual Report may be submitted as a single document or as separate documents comprising a
package, and may cross-reference other information as ]_rovided in Section 4 of this Disclosure
Agreement; provided that the audited financial statements', of the City 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 they are not available by that date. If the City's fiscal year changes, it shall give
notice of such change in the same manner as for a Listed Event under Section 5(c).

(b) Not later than fifteen (15) business days plior to said date, the City shall provide the

Annual Report to the Dissemination Agent (if other than the City). If the City is unable to provide to
the Repositories an Annual Report by the date required in subsection (a), the City shall send a notice
to each Repository in substantially the form attached as ExSaibit A.

(c) The Dissemination Agent shall:

(i) determine each year prior to the date for providing the Annual Report the
name and address of each National Repository and the Stat.e Repository, if any; and

(ii) (if the Dissemination Agent is other than the City), file a report with the City
certifying that the Annual Report has been provided pursuant to this Disclosure Agreement, stating

the date it was provided and listing all the Repositories to which it was provided.

SECTION 4. Content of Annual Reports. The City's Annual Report shall contain or include
by reference the following:

(a) The City's audited financial statements, prepared in accordance with generally
accepted auditing standards for municipalities in the State of California. If the City's audited
financial statements are not available by the time the Annual Report is required to be filed pursuant

to Section 3(a), the Annual Report shall[ contain unaudited financial statements in a format 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) To the extent not contained in the audited financial statements filed pursuant to the

preceding subsection (a) by the date required by Section 3 hereof, updates of Tables 7 and 11-23 and
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the information set forth in the captions "LABOR RELATIONS" and "PENSION PLAN" set forth in
APPENDIX A to the Official Statement.

Any or all of the items listed above may be included by specific reference to other
documents, including official statements of debt issues of the City 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 Municipal

Securities Rulemaking Board. The City shall clearly identify each such other document so included

by reference.

SECTION 5. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 5, the City shall give, or cause to be given,
notice of the occurrence of any of the following events with respect to the Bonds, if material:

(i) Principal and interest payment delinquencies.

(ii) Non-payment related defaults.

(iii) Modification,; to rights of Bond holders.

(iv) Optional, contingent or unscheduled Bond calls.

(v) Defeasances.

(vi) Rating changes.

(vii) Adverse tax opinions or events affecting the tax-exempt status of the Bonds.

(viii) Unscheduled draws on the debt service reserves reflecting financial
difficulties.

(ix) Unscheduled draws on the credit enhancements reflecting financial
difficulties.

(x) Substitution of the credit or liquidity providers or their failure to perform.

(xi) Release, substitution or sale of property securing repayment of the Bonds.

(b) Whenever the City obtains knowledge of the occurrence of a Listed Event, the City
shall as soon as possible determine if such event would be material under applicable federal
securities laws.

(c) If the City determines that knowledge of the occurrence of a Listed Event would be

material under applicable federal securities laws, the City shall promptly file a notice of such
occurrence with the Repositories. Notwithstanding the foregoing, notice of Listed Events described
in subsections (a)(iv) and (v) need riot 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 Trust Indenture.
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SECTION 6. Termination of Reporting Obligation. The City's obligations under this
Disclosure Agreement shall terminate upon the legal defeasance, prior redemption or payment in full
of all of the Bonds. If such termination occurs prior to the final maturity of the Bonds, the City shall

give notice of such termination in the same manner as for a Listed Event under Section 5(c).

SECTION 7. Dissemination Agent. The City may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Agreement, and
may discharge any such Dissemination Agent, with or without appointing a successor Dissemination

Agent. The Dissemination Agent shall not be responsible Jn any manner for the content of any notice

or report prepared by the City pursuant to this Disclosure Agreement. The Dissemination Agent may
resign by providing thirty days written notice to the City and the Trustee. The Dissemination Agent
shall not be responsible for the content of any report or notice prepared by the City and shall have no

duty to review any information provided to it by the City. The Dissemination Agent shall have no

duty to prepare any information report nor shall the Dissemination Agent be responsible for filing
any report not provided to it by the City in a timely manner and in a form suitable for filing.

SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Agreement, the City may amend this Disclosure Agreement, and any provision of this Disclosure
Agreement may be waived, provided that, in the opinion of nationally recognized bond counsel, such

amendment or waiver is permitted by the Rule; provided, the Dissemination Agent shall have first
consented to any amendment that modifies or increases its duties or obligations hereunder. In the

event of any amendment or waiver of a provision of tMs Disclosure Agreement, the City shall
describe such amendment in the next Annual Report, and shall include, as applicable, a narrative
explanation of the reason for the amendment or waiver and its impact on the type (or in the case of a

change of accounting principles, on the presentation) of financial information or operating data being
presented by the City. In addition, if the amendment relates to the accounting principles to be
followed in preparing financial statements, (i) notice of such change shall be given in the same
manner as for a Listed Event under Section 5(c), and (ii) the Annual Report for the year in which the

change is made shall present a comparison (in narrative form and also, if feasible, in quantitative
form) between the financial statements as prepared on the basis of the new accounting principles and
those prepared on the basis of the former accounting principles.

SECTION 9. Additional Information. Nothing in this Disclosure Agreement shall be
deemed to prevent the City from disseminating any other information, using the means of
dissemination set forth in this Disclosure Agreement 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 Agreement. If the City 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 Agreement, the: City shall have no obligation under this
Bond 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 City to comply with any provision of
this Disclosure Agreement, 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 City to comply with its obligations under this Disclosure Agreement. A default under
this Disclosure Agreement shall not be deemed an Event of Default under the Trust Indenture, and

the sole remedy under this Disclosure Agreement in the event of any failure of the City to comply
with this Disclosure Agreement shall be an action to compel performance.
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No Bond holder or Beneficial Owner may institute such action, suit or proceeding to compel

performance unless they shall have first delivered to the City satisfactory written evidence of their
status as such, and a written notice of and request to cure such failure, and the City shall have

refused to comply therewith within a reasonable time.

SECTION l l. Duties, Immunities and Liabilities of Dissemination Agent. The

Dissemination Agent (if one is appointed by the City) shall have only such duties as are specifically

set forth in this Disclosure Agreement, and the City agrees, to the extent permitted by law, 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
attorney's 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 City for its services provided hereunder in accordance with its schedule of fees
as amended from time to tome and all expenses, legal fees and advances made or incurred by the

Dissemination Agent in the performance of its duties hereunder. In performing its duties hereunder,
the Dissemination Agent shall not be deemed to be acting in any fiduciary capacity for the City, the
Bond holders, or any other party. The obligations of the City under this Section shall survive

resignation or removal of the Dissemination Agent and payment of the Bonds.

SECTION 12. Notices. Any notices or communications to or among any of the parties to

this Disclosure Agreement may be given as follows:

City: City of San Diego
202 C Street, Mail Station 9B

San Diego, California 92101
Attention: Deputy City Manager

Trustee: Wells Fargo Bank, National Association
707 Wilshire Boulevard, 17th Floor

Los Angeles, California 90017
Attention: Corporate Trust Department

SECTION 13. Beneficiaries. This Disclosure Agreement solely to the benefit of the City,
the Dissemination Agent, the Participating Underwriter and Holders and Beneficial Owners from
time to time of the Bonds, and shall create no rights in any other person or entity.
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SECTION 14. Signature, This Disclosure Agreeraent has been executed by the undersigned

on the date hereof, and such signature binds the City to the undertaking herein provided.

CITY OF SAN DIEGO

By:

Its: Deputy City Manager

WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Trustee

By:
Its: Authorized Officer
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EXHIBIT A

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: City of San Diego/MTDB Authority

Name of Bond Issue: $15,255,000 City of San Diego/MTDB Authority 2003 Lease Revenue

Refunding Bonds (San Diego Old Town Light Rail Transit Extension
Refunding)

Date of Issuance: May 20, 2003

NOTICE IS HEREBY GIVEN that the City has not provided an Annual Report with respect

to the above-named Bonds as required by the Continuing Disclosure Agreement executed by the City
on the date of issuance of the Bon&';. The City anticipates that the Annual Report will be filed by

Dated: CITY OF SAN DIEGO

By:
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APPENDIX F

BOOK-ENTRY SYSTEM

General

The Depository Trust Company ("DTC"), New York, New York, will act as securities

depository for the Bonds. The Bonds will be issued a,; fully-registered securities registered in the
name of Cede & Co. (DTC's partnership nominee). One fully-registered bond certificate will be

issued for each maturity of the Bonds, in the total aggregate principal amount due of such maturity,
and will be deposited with DTC.

DTC is a limited-purpose tlmst company organized under the New York Banking Law, a
"banking organization" within the meaning of the New York Banking Law, a member of the Federal
Reserve System, a "clearing corporation" within the meaning of the New York Uniform Commercial

Code, and a "clearing agency" registered pursuant to the provisions of Section 17A of the Securities

Exchange Act of 1934. DTC holds securities that its participants (the "Participants") deposit with
DTC. DTC also facilitates the settlement among Participants of securities transactions, such as

transfers and pledges, in deposited securities through electronic computerized book-entry changes in
Participants' accounts, thereby eliminating the need for physical movement of securities certificates.

Direct Participants include securities brokers and dealers, banks, trust companies, clearing
corporations and certain other organizations. DTC is owned by a number of its Direct Participants
and by the New York Stock Exchange, Inc., the American Stock Exchange, Inc. and the National
Association of Securities Dealers, Inc. Access to the DTC system is also available to others such as

securities brokers and dealers, banks and trust companies that clear through or maintain a custodial

relationship with a Direct Participant, either directly or indirectly ("Indirect Participants"). The

Rules applicable to DTC and its Participants are on file with the Securities and Exchange
Commission.

Purchases of the Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Bonds on DTC's records. The ownership interest of
each actual purchaser of each Bond (the "Beneficial Owner") is in turn to be recorded on the Direct
and Indirect Participants' records. Beneficial Owners will not receive written confirmation from

DTC of their purchase, but Beneficial Owners are expected to receive written confirmations

providing details of the transaction, as well as periodic statements of their holdings, from the Direct
or Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of

ownership interests in the Bonds are to be accomplished by entries made on the books of Participants

acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing
their ownership interests in the Bonds, except in the event that use of the book-entry system for the
Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Participants with DTC are
registered in the name of DTC's partnership nominee, Cede & Co. The deposit of Bonds with DTC

and their registration in the name of Cede & Co. effect no change in beneficial ownership. DTC has
no knowledge of the actual Beneficial Owners of the Bonds; DTC's records reflect only the identity
of the Direct Participants to whose accounts such Bonds are credited, which may or may not be the

Beneficial Owners. The Participants will remain responsible for keeping account of their holdings on
behalf of their customers.
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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.

Redemption notices shall be sent to Cede & Co. If less than all of the Bonds are being
redeemed, DTC's practice is to determhle by lot the amount of the interest of each Direct Participant
in such issue to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to the Bonds. Under its usual

procedures, DTC will mail an Omnibus Proxy to an 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 the Bonds are credited on the record date (identified in a listing attached to the

Omnibus Proxy).

Payments of principal, premium and interest on the Bonds will be made to DTC or its

nominee. DTC's practice is to credit Direct Participants' accounts on each payment date in
accordance with their respective holdings shown on DTC's records unless DTC has reason to believe
that it will not receive payment on the date payable. Payments by Participants to Beneficial Owners

will be governed by standing instructions and customary practices, as is the case with securities held
for the accounts of customers in bearer form or regisl:ered in "street name," and will be the

responsibility of such Participant and not of DTC, the Authority, the City or the Trustee, subject to
any statutory or regulatory requirements as may be in effect from time to time. Payment of principal,
premium and interest to DTC is the responsibility of the Authority or the Trustee, disbursement of
such payments to Direct Participants shall be the responsibility of DTC and disbursement of such

payments to the Beneficial Owners shall be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the
Bonds at any time by giving reasonable notice to the Authority or the Trustee. Under such
circumstances, in the event that a successor securities depository is not obtained, security certificates
are required to be printed and delivered as described in the Indenture.

The Authority may decide to discontinue use of the system of book-entry transfers through
DTC (or a successor securities depository). In that event, Bonds will be printed and delivered as
described in the Indenture.

The Authority, the City and the Trustee cannot and do not give any assurances that
DTC will distribute to DTC Participants, or that DTC Participants or others will distribute to
the Beneficial Owners, payments of principal, interest and premium, if any, on the Bonds paid
or any redemption or other notices or that they will do so on a timely basis or will serve and act
in the manner described in this Official Statement. Neither the Authority, the City nor the
Trustee is responsible or liable for the failure of DTC or any DTC Participants or Indirect
Participants to make any payments or give any notice to a Beneficial Owner with respect to the
Bonds or any error or delay relating thereto.

The foregoing description of the procedures and record keeping with respect to beneficial
ownership interests in the Bonds, payment of principal, interest and other payments on the Bonds to

DTC Participants, Indirect Participants or Beneficial Owners, confirmation and transfer of beneficial
ownership interests in such Bonds and other related transactions by and between DTC, the DTC
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Participants, the Indirect Participants and the Beneficial Owners is based solely on information
provided by DTC. Accordingly, no representations can be made concerning these matters and
neither the DTC Participants, the Indirect Participants nor the Beneficial Owners should rely on the

foregoing information with respect to such matters but should instead confirm the same with DTC or
the DTC Participants, as the case may be.

SO LONG AS CEDE & CO. IS TIlE REGISTERED OWNER OF THE BONDS, AS

NOMINEE OF DTC, REFERENCES HEREIN TO THE OWNERS OF THE BONDS SHALL
MEAN CEDE & CO., AS AFORESAID, AND SHALL NOT MEAN THE BENEFICIAL
OWNERS OF THE BONDS.

Discontinuance of DTC Services

In the event that (a) DTC determines not to continue to act as securities depository for the

Bonds or (b) the Authority determines to remove DTC from its functions as a depository, DTC's role
as securities depository for the Bonds and use of the book-entry system will be discontinued. If the
Authority fails to select a qualified securities depository to replace DTC, the Authority will cause the
Trustee to execute and deliver new Bonds in fully registered form in such denominations numbered
in the manner determined by the Trustee and registered in the names of such persons as are required
in a written request of the Authority. The Trustee shall not be required to deliver such new Bonds
within a period of less than 60 days from the date of receipt of such written request of the Authority.
Upon such registration, such persons in whose names the Bonds are registered will become the

registered owners of the Bonds for atl purposes.

In the event that the book-entry system is discontinued, the following provisions would also
apply: (a) Bonds may be exchanged for a like aggregate principal amount of such Bonds of the same
maturity of other authorized denominations; (b) the transfer of any Bond may be registered on the
books maintained by the Trustee under the Indenture for such purpose only upon the surrender
thereof to the Trustee accompanied by delivery of a duly executed written instrument of transfer in a
form acceptable to the Trustee; (c) for every exchange or transfer of Bonds, the Trustee shall require
the payment by any Owner requesting such transfer or exchange of any tax or other governmental
charge that may be imposed with respect to such exchange or registration of transfer; (d) the Trustee
will not be required to transfer or exchange any Bond which has been selected for redemption in
whole or in part from and after the day of mailing of a notice of redemption of such Bond selected
for redemption or during the period established by the Trustee for selection of Bonds for redemption;
(e) all interest payments on the Bonds will be made by check mailed by the Trustee to the Owners
thereof to such Owner's address as it appears on the registration books maintained by the Trustee on
the applicable Record Date next preceding such interest payment date; provided, that upon request of
a Owner of $1,000,000 or more in aggregate principal amount of the Bonds received by the Trustee

prior to the first day of the month next preceding an interest payment date, interest shall be paid by
wire transfer in immediately available funds to an account in the United States; and (f) all payments
of principal, and any premium on the Bonds, will be made upon surrender thereof at the corporate
trust office of the Trustee in Los Angeles, California.
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SPECIMEN FINANCIAL GUARANTY INSURANCE POLICY
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_b_c Ambac Assurance Corporation
One State Street Plaza, 15th Floor

New York, New York 10004

Financial Guaranty Insurance Policy Telephone: (212)668-0340

Obligor: Policy Number:

Obligations: Premium:

Ambac Assurance Corporation (Ambac), a Wisconsin stock insurance corporation, in consideration of the of the

premium and subject to the terms of this Policy, hereby agrees to pay to The Bank of New York, as trustee, or (the
=Insurance Trustee"), for the benefit of the Holders, that portion of the principal of and interest on

(the "Obligations") which shall become Due for Payment but shall be unpaid by reason of Nonpayment

Ambac will make such payments to the Insurance Trustee within one (1) business da_ of

Nonpayment. Upon a Holder's presentation and surrender to the Insurance s,
uncanceled and in bearer form and free of any adverse claim, the Insurance Trustee will

principal and interest which is then Due for Payment but is unpaid. Upon such the owner of

the surrendered Obligations and/or coupons and shall be fully subrogated to all of

In cases where the Obligations are issued in registered form, the Insurance Trustee _ .pal only upon

presentation and surrender to the Insurance Trustee of the unpaid Obligation, claim, together
with an instrument of assignment, in form satistactory to ambac and the Holder or such

Holder's duly authorized representative, so as to permit of kmbac or its
nominee. The Insurance Trustee shall disburse interest to a upon presentation to the

Insurance Trustee of proof that the claimant is the Obligation and delivery to the
Insurance Trustee of an instrument of assignment, in duly executed by the

Holder or such Holder's duly authorized under such Obligation to receive the
interest in respect of which the insurance subrogated to all of the Holders' rights to

payment on registered Obligations to the , insurance

In the event that a trustee or paying any payment of principal of or interest on an

Obligation which has become a Holder by or on behalf of the Obligor has been deemed a
to the United States Bankruptcy Code in accordance with

a final, nonappealable order Holder will be entitled to payment from Ambac to the extent
of such recovery ava e.

As used herein, the than (i) the Obligor or (ii) any person whose obligations constitute the
who, at the time of Nonpayment, is the owner of an Obligation or of

a coupon relatin I "Due for Payment", when referring to the principal of Obligations, is when
the date for the application of a required sinking fund installment has been

any earlier date on which payment is due by reason of call for redemption (other than by application

sinking acceleration or other advancement of maturity; and, when referring to interest on the
date for payment of interest has been reached. As used herein, "Nonpayment" means the failure

sufficient funds to the trustee or paying agent for payment in full of all principal of and interest
on the are Due for Payment.

This The premium on this Policy is not refundable for any reason, including payment of the Obligations

prior to Fhis Policy does not insure against loss of any prepayment or other acceleration payment which at any time
may become due in respect of any Obligation, other than at the sole option of Ambac, nor against any risk other than Nonpayment.

In witness whereof, Ambac has caused this Policy to be affixed with a facsimile of its corporate seal and to be signed by its duly

authorized officers in facsimile to become effect_ive as its original seal and signatures and binding upon Ambac by virtue of the

countersignature of its duly authorized representative.

j'; _ It 1T "..,_
President 0 _ _ i _ Secretary

Effective Date: 14_._ Authorized Representative
I1

THE BANK OF NEW YORK acknowledges that it has agreed _!_

to perform the duties of Insurance Trustee under this Policy. Ehord Officer of Insurance TrusteeForm No.: 2B-0012 (1/01) : '
A-



A__bac Ambac Assurance Corporation
One State Street Plaza,
New York, New York 10004
Telephone: (212) 668-0340

Endorsement

Policy for: Attached to and forming part of Policy No.:

Effective Date of Endorsem__\\

In the event that Ambac Assurance Corporation were ..._hN':c°me_.rks__s_ ingunder the Policy would be excluded from cove ra_y'_a'k _'_l_or_

,__ _@_, waive extend any of the terms, conditions, provisions, agreementsNothing here or

I__ Wl_Ambac has caused this Endorsement: to be affixed with a facsimile of its corporate seal and to
be_s_ a{t,_h_fized officers in facsimile to become effective as its original seal and siguatures and binding

upon. c by_e ot X'laecountersignature of its duly authorized representative.

X.f

Ambac Assmrance Corlmrm_on

_:. _,._0 _r_ ,q_.-_... O,e.

a_,'7."_ ",7;'

',,... ./..'_'*'" Secretary
President _ %,_,.._Q.o

Authorized Representative

Form No.: 2BO004 (7/97)
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