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No dealer, broker, salesperson or other person has been authorized by the Authority or the City to give
any information or to make any representations other than those contained herein, and if given or made, such
other information or representation must not be relied upon as having been authorized by the Authority or the
City. 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 2015 Bonds by a person in any jurisdiction in which it is unlawful for such person to
make an offer, solicitation or sale.

This Official Statement is not to be construed as a contract with the purchasers of the 2015 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 a
representation of facts.

The Underwriters have provided the following sentence for inclusion in this Official Statement. The
Underwriters have reviewed the information in this Official Statement in accordance with, and as a part of,
their responsibilities to investors under the federal securities laws as applied to the facts and circumstances of
this transaction, but the Underwriters do not guarantee the accuracy or completeness of such information.

The information in APPENDIX E — “DTC AND THE BOOK-ENTRY-ONLY SYSTEM” attached
hereto has been furnished by The Depository Trust Company and no representation has been made by the
Authority, the City or the Underwriters as to the accuracy or completeness of such information.

The information set forth herein other than that provided by the City or the Authority, although
obtained from sources which are believed by the City to be reliable, is not guaranteed by the City or the
Authority as to accuracy or completeness. The information and expressions of opinions herein are subject to
change 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 since the date
thereof. This Official Statement is submitted with respect to the sale of the 2015 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 documents and laws.

In connection with this offering, the Underwriters may overallot or effect transactions which
stabilize or maintain the market prices of the 2015 Bonds at levels above those which might otherwise
prevail in the open market. Such stabilizing, if commenced, may be discontinued at any time. The
Underwriters may offer and sell the 2015 Bonds to certain dealers, institutional investors and others at
prices lower or yields higher than the public offering prices or yields stated on the inside front cover
hereof, and said public offering prices may be changed from time to time by the Underwriters.

A wide variety of other information, including financial information, concerning the City, is available
from publications and websites of the City and others. Any such information that is inconsistent with the
information set forth in this Official Statement should be disregarded. No such information is a part of or
incorporated into this Official Statement, except as expressly noted.
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OFFICIAL STATEMENT

$60,650,000" $48,625,000"
PUBLIC FACILITIES FINANCING AUTHORITY PUBLIC FACILITIES FINANCING AUTHORITY
OF THE CITY OF SAN DIEGO OF THE CITY OF SAN DIEGO
LEASE REVENUE BONDS LEASE REVENUE BONDS
SERIES 2015A SERIES 2015B
(CAPITAL IMPROVEMENT PROJECTS) (CAPITAL IMPROVEMENT PROJECTS)
INTRODUCTION

This Introduction contains only a brief summary of certain terms of the 2015 Bonds being offered
hereby and other material information. All statements contained in this Introduction are qualified in their
entirety by reference to the entire Official Statement, including the Appendices. References to, and summaries
of, provisions of the City Charter, 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 thereof. This Official Statement speaks only as of its date, and the
information contained herein is subject to change.

General

This Official Statement, which includes the cover page, inside cover page, and appendices hereto (the
“Official Statement”), is provided for the purpose of setting forth information concerning the issuance and sale
by the Public Facilities Financing Authority of the City of San Diego (the “Authority) of $109,275,000"
aggregate principal amount of its Lease Revenue Bonds, Series 2015A (Capital Improvement Projects) (the
“Series 2015A Bonds”) and its Lease Revenue Bonds, Series 2015B (Capital Improvement Projects) (the
“Series 2015B Bonds” and, together with the Series 2015A Bonds, the 2015 Bonds™). Capitalized terms not
otherwise defined herein have the meanings given in the Indenture and the Lease (hereinafter defined) or in
APPENDIX C — “SUMMARY OF LEGAL DOCUMENTS.”

Litigation

LITIGATION IS NOW PENDING CHALLENGING THE VALIDITY OF THE 2015 BONDS AND
RELATED DOCUMENTS. THE CITY, THE CITY AS SUCCESSOR AGENCY TO THE
REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGO, THE AUTHORITY AND THE HOUSING
AUTHORITY OF THE CITY OF SAN DIEGO (COLLECTIVELY, THE “SAN DIEGO ENTITIES”) ARE
DEFENDANTS IN A LAWSUIT CHALLENGING THE VALIDITY OF AUTHORITY’S APPROVAL OF
THE SERIES 2015A BONDS AND RELATED DOCUMENTS AND THE CITY’S APPROVAL OF THE
2015 BONDS AND RELATED DOCUMENTS AND IN A SEPARATE LAWSUIT CHALLENGING THE
AUTHORITY’S APPROVAL OF THE SERIES 2015B BONDS AND RELATED DOCUMENTS. THE
PENDENCY OF THE LITIGATION PRESENTS SIGNIFICANT RISKS TO BONDHOLDERS IN WHICH
AN ADVERSE FINAL RULING COULD RESULT IN A LOSS OF A BONDHOLDER’S ENTIRE
INVESTMENT IN THE 2015 BONDS AND IN A LOSS OF TAX EXEMPTION FOR ALL INTEREST
PAID ON THE 2015 BONDS. SEE “CERTAIN RISK FACTORS — LITIGATION” AND “PENDING
LITIGATION CHALLENGING THE 2015 BONDS.”

The two lawsuits were filed by the same plaintiff and raise substantially the same legal challenges to
the validity of the Series 2015A Bonds and the Series 2015B Bonds. Separate actions were filed because the
Series 2015A Bonds and the Series 2015B Bonds were approved by separate resolutions of the Authority
adopted at different times. The first lawsuit seeks to invalidate the Series 2015A Bonds and the resolution
adopted by the Authority authorizing the issuance of the Series 2015A Bonds and the ordinance and resolution
adopted by the City authorizing various actions with respect to the issuance of the Series 2015A Bonds and the

* Preliminary, subject to change.



Series 2015B Bonds. The second action seeks to invalidate the Series 2015B Bonds and the resolution adopted
by the Authority to approve those bonds. Given that the City adopted a single ordinance approving both the
Series 2015A Bonds and the Series 2015B Bonds and related documents, if a final ruling is entered in the first
lawsuit invalidating the City’s ordinance, then both the Series 2015A Bonds and the Series 2015B Bonds
would be adversely affected.

Series 20154 Bonds Litigation. The litigation filed with respect to the Series 2015A Bonds (the
“Series 2015A Bonds Litigation”) alleges that the resolution adopted by the Authority with respect to the
Series 2015A Bonds and the ordinance and resolution adopted by City with respect to the Series 2015A Bonds
and the Series 2015B Bonds (the “Initial Bond Approvals™) are invalid and violate applicable laws and seeks
to enjoin the San Diego Entities from taking any actions contemplated by the Initial Bond Approvals. The San
Diego Entities denied the allegations in the complaint and sought a judgment validating the Initial Bond
Approvals and the issuance of the Series 2015A Bonds by the Authority. On November 3, 2014, following a
court trial by the Judge, without a jury, the San Diego County Superior Court ruled in favor of the San Diego
Entities in an oral ruling from the bench and on November 20, 2014 entered judgment in favor of the San
Diego Entities on all claims, causes of action and requests for relief requested by plaintiff. A copy of the
complaint filed by the plaintiff in the Series 2015A Bonds Litigation is attached hereto as Appendix G and
copies of the judgment and official transcript of the Superior Court’s ruling are attached hereto as Appendix H.
The plaintiff filed an appeal of the judgment with the California Court of Appeal on December 12, 2014 which
is currently pending and will be heard by the Court of Appeal after the issuance of the Series 2015A Bonds.
See “PENDING LITIGATION CHALLENGING THE 2015 BONDS —Series 2015A Bonds Litigation” for
further information.

Upon issuance of the Series 2015A Bonds, Bond Counsel proposes to render its final approving
opinion with respect to the validity of the Series 2015A Bonds, the Indenture and the Lease substantially in the
form attached hereto as Appendix D-1. Such opinion includes Bond Counsel’s analysis of the allegations
made by the plaintiff in the Series 2015A Bonds Litigation and Bond Counsel’s opinion that, based on the
analysis described in Bond Counsel’s final approving opinion, such allegations are without merit in that Bond
Counsel believes that, under the law as in effect on the date of delivery of the Series 2015A Bonds, the
California Supreme Court, acting reasonably and properly briefed on the issues, would not conclude that the
Initial Bond Approvals are invalid based on such allegations. An opinion of counsel represents that counsel’s
judgment as to the law applicable to the facts of the matter and is not a guarantee as to such judgment. See
APPENDIX D-1 — “FORM OF BOND COUNSEL OPINION FOR SERIES 2015A BONDS.”

Notwithstanding the conclusions stated in Bond Counsel’s final approving opinion for the Series
2015A Bonds, there could be a final judgment entered in the Series 2015A Bonds Litigation which invalidates
the Initial Bond Approvals and adversely impacts the Beneficial Owners of the Series 2015A Bonds. See
“PENDING LITIGATION CHALLENGING THE 2015 BONDS —Series 2015A Bonds Litigation” for a
discussion of the potential adverse impacts on Beneficial Owners of the Series 2015A Bonds.

Series 2015B Bonds Litigation. The litigation filed with respect to the Series 2015B Bonds (the
“Series 2015B Bonds Litigation™) alleges that the resolution adopted by the Authority with respect to the
Series 2015B Bonds (the “Series 2015B Bond Approval™) is invalid and violates applicable laws and seeks to
enjoin the San Diego Entities from taking any actions contemplated by the Series 2015B Bond Approval. The
San Diego Entities denied the allegations in the complaint and filed a motion for summary judgment asking for
judgment to be entered in favor of the San Diego Entities on all claims made by plaintiff. The motion for
summary judgment was heard on January 9, 2015 by a Judge of the San Diego Superior Court different from
the Judge who conducted the trial in the Series 2015A Bonds Litigation. On January 12, 2015, the San Diego
County Superior Court entered an order of dismissal with prejudice in the case on the grounds that plaintiff
failed to timely serve the Attorney General of the State of California and the Treasurer of the State of
California with a copy of the complaint in the Series 2015B Bonds Litigation as required by Government Code
Section 6599. Plaintiff filed a motion with the Superior Court for relief from its failure to properly serve the
complaint which was denied on January 27, 2015. A dismissal with prejudice is a final disposition of the case



by the Superior Court, and plaintiff is not permitted to amend and refile the complaint, but is permitted to
appeal the ruling. Plaintiff did not timely file an appeal from the January 12, 2015 order of dismissal but on
March 3, 2015 filed an appeal of the January 27, 2015 order denying relief. The San Diego Entities believe
that this appeal was not timely filed and intend to file a motion to dismiss the appeal. The final copy of the
complaint filed by the plaintiff in the Series 2015B Bonds Litigation is attached hereto as Appendix 1 and
copies of the order of dismissal and the January 27, 2015 order denying relief entered by the Superior Court
are attached hereto as Appendix J. Any appeal will be heard after the issuance of the Series 2015B Bonds.
See “PENDING LITIGATION CHALLENGING THE 2015 BONDS —Series 2015B Bonds Litigation” for
further information.

Upon issuance of the Series 2015B Bonds, Bond Counsel proposes to render its final approving
opinion with respect to the validity of the Series 2015B Bonds, the Indenture and the Lease substantially in the
form attached hereto as Appendix D-2. Such opinion includes Bond Counsel’s analysis of the allegations
made by the plaintiff in the Series 2015B Bonds Litigation and in the Series 2015A Bonds Litigation and Bond
Counsel’s opinion that, based on the analysis described in Bond Counsel’s final approving opinion, such
allegations are without merit in that Bond Counsel believes that, under the law as in effect on the date of
delivery of the Series 2015B Bonds, the California Supreme Court, acting reasonably and properly briefed on
the issues, would not conclude that the Series 2015B Bond Approval or the Initial Bond Approvals are invalid
based on such allegations. An opinion of counsel represents that counsel’s judgment as to the law applicable
to the facts of the matter and is not a guarantee as to such judgment. See APPENDIX D-2 — “FORM OF
BOND COUNSEL OPINION FOR SERIES 2015B BONDS.”

Notwithstanding the conclusions stated in Bond Counsel’s final approving opinion for the Series
2015B Bonds, there could be a final judgment entered in the Series 2015B Bonds Litigation which invalidates
the Series 2015B Bond Approval or a final judgment entered in the Series 2015A Bonds Litigation which
invalidates the Initial Bond Approvals and adversely impacts the Beneficial Owners of the Series 2015B
Bonds. See “PENDING LITIGATION CHALLENGING THE 2015 BONDS -Series 2015A Bonds
Litigation” and “—Series 2015B Bonds Litigation” for a discussion of the potential adverse impacts on
Beneficial Owners of the Series 2015B Bonds.

Authority; Purpose for Issuance

The 2015 Bonds are authorized under the provisions of Article 4 of the California Joint Exercise of
Powers Act (commencing with Section 6500) constituting Chapter 5 of Division 7 of Title 1 of the California
Government Code (the “Act”) and the laws of the State of California. The Series 2015A Bonds are being
issued pursuant to the Indenture, dated as of July 1, 2012 as amended and supplemented by the First
Supplemental Indenture, dated as of July 1, 2013 (together, the “Master Indenture”), as amended and
supplemented by the Second Supplemental Indenture, dated as of April 1, 2015 (the “Second Supplemental
Indenture”). The Series 2015B Bonds are being issued pursuant to the Master Indenture, as amended and
supplemented by the Second Supplemental Indenture and the Third Supplemental Indenture, dated as of
April 1, 2015 (the “Third Supplemental Indenture” and, together with the Master Indenture and the Second
Supplemental Indenture, the “Indenture”), each by and between the Authority and Wells Fargo Bank, National
Association, as trustee (the “Trustee”).

The 2015 Bonds are being issued to (i) finance the costs of the acquisition, design, construction,
installation, improvement, replacement and equipping of certain capital improvement projects of the City of
San Diego (the “City”); and (ii) pay costs of issuance incurred in connection with the issuance of the
2015 Bonds. See “PLAN OF FINANCE.”

Pursuant to the Master Indenture, the Authority previously issued $72,000,000 aggregate principal
amount of its Lease Revenue Bonds, Series 2012A (Capital Improvement Projects) (the “Series 2012A
Bonds”), to finance certain capital projects, $18,745,000 aggregate principal amount of its Lease Revenue
Refunding Bonds, Series 2012B (Fire and Life Safety Facilities Refunding) (the “Series 2012B Bonds”),



$43,245,000 aggregate principal amount of its Lease Revenue Bonds and Lease Revenue Refunding Bonds,
Series 2013A (Capital Improvement Projects and Old Town Light Rail Extension Refunding) (the “Series
2013A Bonds”) and $6,285,000 aggregate principal amount of its Lease Revenue Refunding Bonds,
Series 2013B (Balboa Park/Mission Bay Park Refunding) (the “Series 2013B Bonds” and, together with the
Series 2012A Bonds, the Series 2012B Bonds, the Series 2013 A Bonds and the Series 2013B Bonds, the “Prior
Bonds”). The Prior Bonds, the 2015 Bonds and any Additional Bonds (hereinafter defined) issued pursuant to
a Supplemental Indenture are collectively referred to herein as the “Bonds.” The Prior Bonds are, and any
Additional Bonds will be, payable on a parity with the 2015 Bonds from Revenues pledged under the
Indenture which consist primarily of Base Rental Payments made by the City under the Lease for the use and
occupancy of the Leased Property (defined below). As of March 1, 2015, the Prior Bonds are outstanding in
the principal amount of $132,645,000.

The Lease Payments and the Leased Property

The City, exercising its powers under the City Charter (the “Charter”) to convey and lease property,
has leased certain real property (including land, buildings and other improvements thereon) owned by the City
in connection with the issuance of the Prior Bonds, and in connection with the issuance of the 2015 Bonds,
will lease additional real property (including land, buildings and other improvements thereon) owned by the
City (collectively, the “City Property”) to the Authority pursuant to the Site Lease, dated as of July 1, 2012 as
amended and supplemented by the First Amendment to Site Lease, dated as of July 1, 2013 (together, the
“Master Site Lease”), by the Second Amendment to Site Lease, dated as of April 1, 2015 (the “Second
Amendment to Site Lease”), and by the Third Amendment to Site Lease, dated as of April 1, 2015 (the “Third
Amendment to Site Lease” and, together with the Master Site Lease and the Second Amendment to Site Lease,
the “Site Lease”), each by and between the City and the Authority. The Authority has previously leased from
the San Diego Metropolitan Transit System (“MTS”) certain interests in real property of MTS (the “MTS
Property”) pursuant to and as described in the MTS Site Lease, dated as of July 1, 2013 (the “MTS Site
Lease”), by and between MTS and the Authority. The City Property and the MTS Property (collectively, the
“Leased Property”) will be leased to the City pursuant to the Facilities Lease, dated as of July 1, 2012 as
amended and supplemented by the First Amendment to Facilities Lease, dated as of July 1, 2013 (together, the
“Master Facilities Lease™), by the Second Amendment to Facilities Lease, dated as of April 1, 2015 (the
“Second Amendment to Facilities Lease”), and by the Third Amendment to Facilities Lease, dated as of
April 1, 2015 (the “Third Amendment to Facilities Lease” and, together with the Master Facilities Lease and
the Second Amendment to Facilities Lease, the “Lease”), each by and between the Authority and the City. It is
expected that the MTS Property will be released from the provisions of the Lease and MTS Facility Lease on
October 15, 2022. Additionally, there may be substitutions, removal and additions to the Leased Property
under the Lease, the Site Lease and the MTS Site Lease. See “SECURITY AND SOURCES OF PAYMENT
FOR THE 2015 BONDS — Substitution, Removal or Addition of Leased Property.”

On or before each Lease Payment Date (occurring on April 10 and October 10 of each year) during
the term of the Lease, the City is required to pay to the Trustee the Base Rental Payments due on such Lease
Payment Date from the City’s General Fund, or from other legally available sources. The Trustee, as assignee
of the Authority, will receive the Base Rental Payments for the benefit of the Owners of the Bonds and credit
such Base Rental Payments to the Revenue Fund established pursuant to the Indenture. Under the Lease, the
City covenants to take such action as may be necessary to include all Base Rental Payments payable under the
Lease in its operating budget for each fiscal year and make the necessary annual appropriations therefor. The
Lease provides that such covenants of the City are deemed by the City to be and will be construed to be
ministerial duties imposed by law. The Bonds, including the 2015 Bonds, are not secured by any security
interest in or mortgage on the Leased Property or any other real property.

During any period in which material damage, destruction, title defect or condemnation of all or a
portion of the Leased Property results in substantial interference with the use and occupancy of the Leased
Property or any portion thereof, such that the annual fair rental value of the Leased Property available for use
and occupancy by the City is less than the annual Lease Payments due under the Lease, all or a portion of such



Base Rental Payments will be abated such that the remaining Base Rental Payments due under the Lease in
any Lease Year do not exceed the annual fair rental value for the use of the portion of the Leased Property not
affected.

In the event of any such interruption of use and occupancy, the Lease will continue in full force and
effect and proceeds of use and occupancy insurance, if any, will be used to pay Base Rental Payments that
would otherwise be abated. Abatement of Base Rental Payments under such circumstances is not an event of
default under the Lease. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS -
Abatement of Lease Payments,” “CERTAIN RISK FACTORS — Abatement” and APPENDIX C —
“SUMMARY OF LEGAL DOCUMENTS — THE LEASE — Rental Payments — Rental Abatement.”

Security for the Bonds; Limited Obligations of Authority

The Bonds, including the 2015 Bonds, are limited obligations of the Authority secured under the
Indenture solely by a pledge of Revenues (defined below) and moneys held in the Redemption Fund under the
Indenture and by an assignment and security interest in the Authority’s rights (except for certain rights to
indemnification) under the Site Lease and the Lease. The Revenues are pledged to the payment of all of the
Bonds on a parity basis. The Revenues consist of (a) all Base Rental Payments, prepayments, insurance
proceeds and condemnation proceeds with respect to the Leased Property, and (b) the Revenue Fund and all
interest and other income deposited, pursuant to the Indenture, in the Revenue Fund.

There is no debt service reserve fund for the Bonds.
Additional Bonds

The Authority may at any time issue Additional Bonds pursuant to a Supplemental Indenture, payable
from the Revenues as provided in the Indenture and secured by a pledge of and charge and lien upon the
Revenues and other security pledged under the Indenture equal to the pledge, charge and lien securing the
Bonds, subject to the conditions precedent set forth in the Indenture. See “SECURITY AND SOURCES OF
PAYMENT FOR THE 2015 BONDS — Additional Bonds.”

Bondholders’ Risks

In addition to the Series 2015A Bonds Litigation and the Series 2015B Bonds Litigation discussed
above, there are a number of risks associated with the purchase of the 2015 Bonds. See “CERTAIN RISK
FACTORS?” for a discussion of some of these risks.

Cautionary Statement Regarding Forward-Looking Statements

Certain statements included or incorporated by reference in this Official Statement constitute
“forward-looking statements.” Such statements are generally identifiable by the terminology used such as
“plan,” “expect,” “estimate,” “budget,” “projected” or other similar words. The achievement of certain results
or other expectations contained in such forward-looking statements involve known and unknown risks,
uncertainties and other factors which may cause actual results, performance or achievements described to be
materially different from any future results, performance or achievements expressed or implied by such
forward-looking statements. Although such expectations reflected in such forward-looking statements are
believed by the City to be reasonable, there can be no assurance that such expectations will prove to be correct
in whole or in part. Neither the Authority nor the City is obligated to issue any updates or revisions to the
forward-looking statements if or when expectations, events, conditions or circumstances on which such
statements are based do or do not occur.
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The presentation of information in APPENDIX A — “CITY GOVERNMENT AND FINANCIAL
INFORMATION,” including tables of receipt of revenues, is intended to show recent historical information



(except as otherwise indicated), and the City disclaims any representation that any of such information may
indicate future or continuing trends in the financial condition, results of operations or any other affairs of the
City. No representation is made that past experience, results of operations or financial condition, as it might be
shown by such financial and other information, will continue or be repeated in the future. References in this
Official Statement to any particular fiscal year (e.g., Fiscal Year 2014) shall mean the fiscal year ending on
June 30 of the referenced year.

Other Information in This Official Statement

For important information regarding the City’s budget and finances, see APPENDIX A — “CITY
GOVERNMENT AND FINANCIAL INFORMATION.” In addition, certain demographic, financial and other
information with respect to or affecting the City is contained elsewhere in APPENDIX A — “CITY
GOVERNMENT AND FINANCIAL INFORMATION,” in APPENDIX B — “DEMOGRAPHIC AND
ECONOMIC INFORMATION REGARDING THE CITY” and in the City’s Comprehensive Annual Financial
Report (“CAFR”) for Fiscal Year 2014, which includes the City’s audited basic financial statements as of and
for the fiscal year ended June 30, 2014. The CAFR is available through the Municipal Securities Rulemaking
Board’s Electronic Municipal Market Access system (“EMMA”) at http://emma.msrb.org/EP844979-
EP653900-EP1055621.pdf, and are incorporated by reference herein and constitute a part of this Official
Statement.

Brief descriptions of the 2015 Bonds, the Indenture, the Lease, the Site Lease, the MTS Site Lease and
other documents and information are included in this Official Statement, including the Appendices hereto.
Such descriptions and information do not purport to be comprehensive or definitive, and are qualified in their
entirety by reference to the documents summarized, copies of which may be obtained upon request to Wells
Fargo Bank, National Association, 333 South Grand Ave, 5th Floor, Los Angeles, California, 90071;
Corporate Trust Department, Phone: (213) 253-7517, Fax: (213) 253-7598.

THE 2015 BONDS
General Terms

The 2015 Bonds will be dated, and accrue interest from, the date of their delivery and will bear
interest at the rates per annum and mature in the amounts and on the dates shown on the inside cover page of
this Official Statement. The 2015 Bonds will be issued as fully registered bonds, without coupons, registered
in the name of Cede & Co., as nominee of the Depository Trust Company, New York, New York (“DTC”).
Individual purchases of the 2015 Bonds will be made in book-entry form only in the principal amount of
$5,000 or any multiple thereof. Interest on the 2015 Bonds will be payable on April 15 and October 15 of each
year, commencing October 15, 2015 (each, an “Interest Payment Date”). The Trustee will make payments of
the principal of and interest on the 2015 Bonds directly to DTC, or its nominee, Cede & Co., so long as DTC
or Cede & Co., or other affiliate or nominee of DTC, is the registered owner of the 2015 Bonds. See
APPENDIX E — “DTC AND THE BOOK-ENTRY ONLY SYSTEM.”

Redemption Provisions

Optional Redemption of Series 20154 Bonds. The Series 2015A Bonds maturing on or before
October 15, 20 are not subject to optional redemption prior to their respective stated maturities. The Series
2015A Bonds maturing on or after October 15, 20, shall be subject to optional redemption, in whole or in
part, on any date on or after October 15, 20 , from any available source of funds of the City, at a redemption
price equal to the principal amount of the Series 2015A Bonds to be redeemed, together with accrued interest
thereon to the date fixed for redemption, without premium. Any such redemption will be in such order of
maturity as the City will designate in a written notice (and, if no specific order of redemption is designated by
the City, pro rata among maturities).



Mandatory Sinking Fund Redemption of Series 20154 Bonds. The Series 2015A Bonds maturing
on October 15, 20 are also subject to mandatory redemption prior to their stated maturity, in part by lot,
from sinking account payments derived from scheduled Base Rental Payments made by the City and deposited
in the Series 2015A Bonds Sinking Account, on each sinking fund redemption date for such Series 2015A
Bonds commencing October 15, 20, at a redemption price equal to the principal amount thereof to be
redeemed plus interest accrued thereon to the dates fixed for mandatory redemption, without premium,
according to the following schedule:

Sinking Fund Principal Amount to be
Redemption Date Redeemed
20 7

* Maturity date.

The Series 2015A Bonds maturing on October 15, 20 are subject to mandatory redemption prior to
their stated maturity, in part by lot, from sinking account payments derived from scheduled Base Rental
Payments made by the City and deposited in the Series 2015A Bonds Sinking Account, on each sinking fund
redemption date for such Series 2015A Bonds commencing October 15, 20, at a redemption price equal to
the principal amount thereof to be redeemed plus interest accrued thereon to the dates fixed for mandatory
redemption, without premium, according to the following schedule:

Sinking Fund Principal Amount to be
Redemption Date Redeemed
20 °

* Maturity date.

The Series 2015A Bonds maturing on October 15, 20 are also subject to mandatory redemption
prior to their stated maturity, in part by lot, from sinking account payments derived from scheduled Base
Rental Payments made by the City and deposited in the Series 2015A Bonds Sinking Account, on each sinking
fund redemption date for such Series 2015A Bonds commencing October 15, 20 , at a redemption price equal
to the principal amount thereof to be redeemed plus interest accrued thereon to the dates fixed for mandatory
redemption, without premium, according to the following schedule:

Sinking Fund Principal Amount to be
Redemption Date Redeemed
20 7

* Maturity date.



Provided, however, that if some but not all of the Series 2015A Bonds maturing on October 15,20
October 15,20 or October 15, 20 (collectively, the “2015A Term Bonds”) have been optionally redeemed
as described above, the total amount of all future sinking account payments with respect to such redeemed
2015A Term Bonds will be reduced by the aggregate principal amount of such 2015A Term Bonds so
redeemed, to be allocated among the sinking account payments for such 2015A Term Bonds as are thereafter
payable as nearly as practicable on a pro rata basis in integral multiples of $5,000.

Special Mandatory Redemption of Series 20154 Bonds. The Series 2015A Bonds will be subject to
redemption as a whole or in part on any date, to the extent the Trustee has received hazard or title insurance
proceeds or condemnation proceeds not used to repair or replace any portion of the Leased Property damaged,
destroyed or taken and elected by the City to be used for such purpose as provided in the Indenture, at a
redemption price equal to the principal amount thereof, together with interest accrued thereon to the date fixed
for redemption, without premium.

Optional Redemption of Series 2015B Bonds. The Series 2015B Bonds maturing on or before
October 15, 20 are not subject to optional redemption prior to their respective stated maturities. The Series
2015B Bonds maturing on or after October 15, 20, shall be subject to optional redemption, in whole or in
part, on any date on or after October 15,20 , from any available source of funds of the City, at a redemption
price equal to the principal amount of the Series 2015B Bonds to be redeemed, together with accrued interest
thereon to the date fixed for redemption, without premium. Any such redemption will be in such order of
maturity as the City will designate in a written notice (and, if no specific order of redemption is designated by
the City, pro rata among maturities).

Mandatory Sinking Fund Redemption of Series 2015B Bonds. The Series 2015B Bonds maturing
on October 15, 20 are also subject to mandatory redemption prior to their stated maturity, in part by lot,
from sinking account payments derived from scheduled Base Rental Payments made by the City and deposited
in the Series 2015B Bonds Sinking Account, on each sinking fund redemption date for such Series 2015B
Bonds commencing October 15, 20, at a redemption price equal to the principal amount thereof to be
redeemed plus interest accrued thereon to the dates fixed for mandatory redemption, without premium,
according to the following schedule:

Sinking Fund Principal Amount to Be
Redemption Date Redeemed
20 7

* Maturity date.

The Series 2015B Bonds maturing on October 15, 20 are subject to mandatory redemption prior to
their stated maturity, in part by lot, from sinking account payments derived from scheduled Base Rental
Payments made by the City and deposited in the Series 2015B Bonds Sinking Account, on each sinking fund
redemption date for such Series 2015B Bonds commencing October 15, 20, at a redemption price equal to
the principal amount thereof to be redeemed plus interest accrued thereon to the dates fixed for mandatory
redemption, without premium, according to the following schedule:



Sinking Fund Principal Amount to Be
Redemption Date Redeemed

20

* Maturity date.

The Series 2015B Bonds maturing on October 15, 20 are also subject to mandatory redemption
prior to their stated maturity, in part by lot, from sinking account payments derived from scheduled Base
Rental Payments made by the City and deposited in the Series 2015B Bonds Sinking Account, on each sinking
fund redemption date for such Series 2015B Bonds commencing October 15,20, at a redemption price equal
to the principal amount thereof to be redeemed plus interest accrued thereon to the dates fixed for mandatory
redemption, without premium, according to the following schedule:

Sinking Fund Principal Amount to Be
Redemption Date Redeemed
20 °

* Maturity date.

Provided, however, that if some but not all of the Series 2015B Bonds maturing on October 15, 20
October 15,20 _ or October 15,20 (collectively, the “2015B Term Bonds”) have been optionally redeemed
as described above, the total amount of all future sinking account payments with respect to such redeemed
2015B Term Bonds will be reduced by the aggregate principal amount of such 2015B Term Bonds so
redeemed, to be allocated among the sinking account payments for such 2015B Term Bonds as are thereafter
payable as nearly as practicable on a pro rata basis in integral multiples of $5,000.

Special Mandatory Redemption of Series 2015B Bonds. The Series 2015B Bonds will be subject to
redemption as a whole or in part on any date, to the extent the Trustee has received hazard or title insurance
proceeds or condemnation proceeds not used to repair or replace any portion of the Leased Property damaged,
destroyed or taken and elected by the City to be used for such purpose as provided in the Indenture, at a
redemption price equal to the principal amount thereof, together with interest accrued thereon to the date fixed
for redemption, without premium.

Selection for Redemption. If less than all of the 2015 Bonds of a particular maturity and series are to
be redeemed, the Trustee will select the 2015 Bonds to be redeemed from all 2015 Bonds of such maturity and
series or such given portion thereof not previously called for redemption, by lot in any manner which the
Trustee in its sole discretion will deem appropriate. For purposes of such selection, the Trustee will treat each
2015 Bond as consisting of separate $5,000 portions and each such portion will be subject to redemption as if
such portion were a separate 2015 Bond. If less than all Outstanding Bonds are called for redemption from
proceeds of eminent domain or insurance at any one time, the Authority will designate a principal amount in
each maturity to be redeemed, which, to the extent practicable, results in approximately equal annual debt
service on the Bonds Outstanding following such redemption.

Notice of Redemption. Notice of redemption will be mailed by the Trustee by first class mail, postage
prepaid, not less than 30 nor more than 60 days before any redemption date, to the respective Owners of any
2015 Bonds designated for redemption at their addresses appearing on the Registration Books, and to the



Securities Depositories by means acceptable to such institutions. Each notice of redemption will state the
name of the 2015 Bonds (including series) to be redeemed, the date of the notice, the redemption date, the
place or places of redemption, whether less than all of the 2015 Bonds (or all 2015 Bonds of a single maturity)
are to be redeemed, the CUSIP numbers and (in the event that not all 2015 Bonds within a maturity and series
are called for redemption) bond numbers of the 2015 Bonds to be redeemed, the maturity or maturities of the
2015 Bonds to be redeemed and in the case of 2015 Bonds to be redeemed in part only, the respective portions
of the principal amount thereof to be redeemed. Each such notice will also state that on the redemption date
there will become due and payable on each of said 2015 Bonds the redemption price thereof, and that from and
after such redemption date interest thereon will cease to accrue, and will require that such 2015 Bonds be then
surrendered. Neither the failure to receive any notice nor any defect therein will affect the sufficiency of the
proceedings for such redemption or the cessation of accrual of interest from and after the redemption date.

Notwithstanding the foregoing, in the case of any optional redemption of the 2015 Bonds, the notice
of redemption will state that the redemption is conditioned upon receipt by the Trustee of sufficient moneys to
redeem the 2015 Bonds on the anticipated redemption date, and that the optional redemption will not occur if,
by no later than the scheduled redemption date, sufficient moneys to redeem the 2015 Bonds have not been
deposited with the Trustee. In the event that the Trustee does not receive sufficient funds by the scheduled
optional redemption date to so redeem the 2015 Bonds, such event will not constitute an Event of Default, the
Trustee will send written notice to the Owners and to the Securities Depositories to the effect that the
redemption did not occur as anticipated, and the 2015 Bonds for which notice of optional redemption was
given will remain Outstanding.

The City will have the right to rescind any optional or special mandatory redemption by written notice
to the Trustee on or prior to the date fixed for redemption. The Trustee will mail notice of rescission of
redemption in the same manner notice of redemption was originally provided.

Purchase in Lieu of Optional Redemption. Purchase in lieu of redemption will be available to all
2015 Bonds called for optional redemption or for such lesser portion of such 2015 Bonds as constitute
authorized denominations. The City may direct the Trustee (or another agent appointed by the City to make
such purchase on behalf of the City) to purchase all or such lesser portion of the 2015 Bonds called for
optional redemption. Any such direction to the Trustee must: (i) be in writing; (ii) state either that all the 2015
Bonds called for redemption therein identified are to be purchased or, if less than all of the 2015 Bonds called
for redemption are to be purchased, identify those 2015 Bonds to be purchased by maturity date and
outstanding principal amount in authorized denominations; and (iii) be received by the Trustee no later than
12:00 noon one Business Day prior to the scheduled redemption date thereof.

If so directed, the Trustee will purchase such 2015 Bonds on the date which otherwise would be the
redemption date of such 2015 Bonds. Any of the 2015 Bonds called for redemption that are not purchased in
lieu of redemption will be redeemed as otherwise required by the Indenture on such redemption date.

On or prior to the scheduled redemption date, any direction given to the Trustee as described above
may be withdrawn by the City by delivering a written certificate to the Trustee. Subject generally to the terms
of the Indenture, should a direction to purchase be withdrawn, the scheduled redemption of such 2015 Bonds
will occur.

If the purchase is directed by the City, the purchase will be made for the account of the City or its
designee. The purchase price of the 2015 Bonds purchased in lieu of redemption will be equal to the
outstanding principal of, accrued and unpaid interest on and the redemption premium, if any, which would
have been payable on such 2015 Bonds on the scheduled redemption date for such redemption. To pay the
purchase price of such 2015 Bonds, the Trustee will use money deposited by the City with the Trustee for such
purpose. The Trustee will not purchase the 2015 Bonds in lieu of optional redemption if, by no later than the
redemption date, sufficient moneys have not been deposited with the Trustee or such moneys are deposited,
but are not available.
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No notice of the purchase in lieu of optional redemption is required to be given to the Owners (other
than the notice of redemption otherwise described above under the subcaption “— Notice of Redemption™).

Purchase in Lieu of Redemption of Term Bonds. The City will have the option, in lieu of sinking
fund redemption of any Term Bonds of a series, to direct the Trustee to use and withdraw amounts on deposit
as sinking account payments for such Term Bonds, at any time for the purchase by the City (or the Trustee on
behalf of the City) of Term Bonds of such series otherwise required to be redeemed on the following sinking
fund redemption date, at public or private sale as and when and at such prices (including brokerage and other
charges and including accrued interest) as the City may in its discretion determine. The par amount of any
Term Bonds so purchased by the City and surrendered to the Trustee for cancellation in any twelve-month
period ending on the sinking fund redemption date will be credited towards and will reduce the par amount of
such Term Bonds otherwise required to be redeemed on such sinking fund redemption date pursuant to
mandatory sinking account payment (and corresponding mandatory redemption obligation), as set forth in the
Indenture.

The City will also have the option to deliver for cancellation to the Trustee Term Bond of a series in
any aggregate principal amount, and to receive a credit therefor against the mandatory sinking account
payment (and corresponding mandatory redemption obligation) for such series. This option will be exercised
by the City on or before the 35th day preceding the applicable mandatory sinking fund redemption date, by
furnishing to the Trustee a written certificate setting forth the extent of the credit to be applied with respect to
the mandatory sinking account payment for the specified Term Bonds. If the written certificate is not
furnished timely to the Trustee, no credit will be made against that mandatory sinking account payment (and
corresponding mandatory redemption obligation), although credits may be available against subsequent
mandatory sinking account payments.

To the extent not applied theretofore as a credit against any mandatory sinking account payment (and
corresponding mandatory redemption obligation) described in the preceding paragraph, such a credit will also
be received by the City for any 2015A Term Bonds or 2015B Term Bonds, as applicable, which prior thereto
have been purchased or redeemed other than through the operation of the mandatory sinking account payment
or have been purchased for cancellation and cancelled by the Trustee.

Each Term Bond so delivered, redeemed previously, or purchased and cancelled, will be credited by
the Trustee at 100% of the principal amount thereof against the mandatory sinking account payment, subject to
the completion of the procedures described above. Any excess of that amount over the then current mandatory
sinking account payment will be credited against subsequent mandatory sinking account payments starting
with the next subsequent such payment, unless otherwise directed by the City in a written certificate.

DTC and the Book-Entry Only System

DTC will act as securities depository for the 2015 Bonds. The 2015 Bonds will be registered in the
name of Cede & Co. (DTC’s partnership nominee), and will be available to ultimate purchasers (the
“Beneficial Owners”) only under the book-entry system maintained by DTC in the denomination of $5,000 or
any integral multiple thereof. Beneficial Owners of 2015 Bonds will not receive physical certificates
representing their interest in the 2015 Bonds. So long as the 2015 Bonds are registered in the name of Cede &
Co., as nominee of DTC, references herein to the Owners of the 2015 Bonds will mean Cede & Co., and will
not mean the Beneficial Owners of the 2015 Bonds. Payments by the Trustee of the principal of and interest
on the 2015 Bonds and any notice with respect to any 2015 Bond will be sent directly to DTC, or its nominee,
Cede & Co., so long as DTC or Cede & Co. is the registered owner of the 2015 Bonds. Disbursements of such
payments and delivery of such notices to DTC’s Participants are the responsibility of DTC and disbursements
of such payments and delivery of such notices to the Beneficial Owners are the responsibility of DTC’s
Participants and Indirect Participants. See APPENDIX E — “DTC AND THE BOOK-ENTRY ONLY
SYSTEM.”
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PLAN OF FINANCE

The City expects to apply the proceeds of the 2015 Bonds to finance the acquisition, design,
construction, installation and equipping of various capital improvement projects of the City. These projects
include City facility upgrades, repairs or replacement of storm drains, streets and sidewalks improvements,
street lighting upgrades and Americans with Disabilities Act (ADA) access upgrades. An estimated
$49 million is anticipated to be used for City streets improvements throughout the City which is part of a
comprehensive multi-year street pavement repair program. The City currently anticipates utilizing
approximately 28% of the proceeds of the 2015 Bonds by early 2016, 76% by early 2017 and the remainder by
early 2018.

ESTIMATED SOURCES AND USES OF FUNDS

The sources of funds to be received from the sale of the 2015 Bonds and the proposed uses of the
2015 Bond proceeds are estimated to be in the amounts shown below.

SERIES 20154 SERIES 2015B TOTAL

SOURCES OF FUNDS

Principal Amount

[Plus Net Original Issue Premium/Less Net
Original Issue Discount]

Total Sources

USES OF FUNDS

Deposit to Series 2015A Construction Fund
Deposit to Series 2015B Construction Fund
Costs of Issuance'”

Total Uses

M Includes fees and costs associated with the issuance of the 2015 Bonds, including, but not limited to, trustee fees,
Underwriters’ Discount, Municipal Advisor fees and expenses, bond counsel fees and expenses, disclosure counsel fees and
expenses, rating agency fees, title insurance costs, and appraisal fees.

DEBT SERVICE SCHEDULE

The following table summarizes the debt service requirements of the Authority’s outstanding Prior
Bonds and the 2015 Bonds payable from Revenues pledged under the Indenture.
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Date

04/15/2015
10/15/2015
04/15/2016
10/15/2016
04/15/2017
10/15/2017
04/15/2018
10/15/2018
04/15/2019
10/15/2019
04/15/2020
10/15/2020
04/15/2021
10/15/2021
04/15/2022
10/15/2022
04/15/2023
10/15/2023
04/15/2024
10/15/2024
04/15/2025
10/15/2025
04/15/2026
10/15/2026
04/15/2027
10/15/2027
04/15/2028
10/15/2028
04/15/2029
10/15/2029
04/15/2030
10/15/2030
04/15/2031
10/15/2031
04/15/2032
10/15/2032
04/15/2033
10/15/2033
04/15/2034
10/15/2034
04/15/2035
10/15/2035
04/15/2036
10/15/2036
04/15/2037

Debt Service on
Outstanding Prior
Bonds?

$ 4,061,462.51
5,892,587.51
4,040,412.51
5,925,637.51
4,002,337.51
5,971,712.51
3,952,962.51
6,032,637.51
3,903,362.51
6,091,862.51
3,843,837.51
6,146,287.51
3,791,662.51
6,205,662.51
3,730,787.51
6,267,837.51
3,668,562.51
5,251,912.51
3,629,987.51
4,541,812.51
3,605,112.53
4,560,412.51
3,584,806.26
4,577,037.51
3,568,512.51
4,613,800.01
3,537,056.26
4,630,500.01
3,514,331.26
4,665,325.01
3,493,059.38
4,693,315.63
3,462,146.88
4,724,853.13
3,433,046.88
4,038,490.63
2,703,253.13
4,071,503.13
2,672,187.50
4,108,562.50
2,639,856.25
4,139,231.25
2,601,981.25
4,179,356.25
2,568,200.00

Series 20154

Principal

Interest

Total Series
20154 Debt

Service
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Series 2015B

Principal

Interest

Total Series
2015B Debt
Service

Aggregate Parity Debt
Service™



10/15/2037 4,218,325.00

04/15/2038 2,527,737.50
10/15/2038 4,260,437.50
04/15/2039 2,485,356.25
10/15/2039 4,306,143.75
04/15/2040 2,441,981.25
10/15/2040 4,350,743.75
04/15/2041 2,397,381.25
10/15/2041 4,399,006.25
04/15/2042 2,346,212.50
10/15/2042 2,150,700.00

TOTAL $227,223,287.86

Represents total debt service on the Prior Bonds and the 2015 Bonds, but does not include any payments on any other outstanding bonds or outstanding lease obligations of the City or the Authority, which, like
the Bonds, are payable from lease payments by the City made from its General Fund. See APPENDIX A — “CITY GOVERNMENT AND FINANCIAL INFORMATION — BONDED AND OTHER
INDEBTEDNESS — Long-Term Obligations” and “— Other Obligations” for a description of City’s other outstanding lease obligations.

As of March 1, 2015.
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SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS
General

The 2015 Bonds are special, limited obligations of the Authority and do not constitute a debt, liability
or obligation of the City or of the State or any of its political subdivisions and neither the faith and credit of the
City nor the State are pledged to the payment of the principal of or interest on the 2015 Bonds. The Authority
has no taxing power.

The 2015 Bonds will be secured solely by a pledge of Revenues and certain moneys, funds and
accounts pledged to the payment of all Bonds outstanding under the Indenture and by an assignment and
security interest in the Authority’s rights (except for certain rights to indemnification) under the Site Lease and
the Lease. The 2015 Bonds will be secured under the Indenture on a parity with the outstanding Prior Bonds
and any Additional Bonds issued in the future. The Revenues consist of (a) all Base Rental Payments
(described below), prepayments, insurance proceeds, and condemnation proceeds with respect to the Leased
Property and (b) the Revenue Fund and all interest and other income deposited in the Revenue Fund.

The Base Rental Payments will be paid by the City, from the City’s General Fund or from other
legally available sources, to the Trustee in an amount sufficient to pay the principal of and interest on the
Bonds, including the 2015 Bonds, on each Interest Payment Date and redemption date. The Authority may,
from time to time, enter into supplemental indentures without the consent of the owners of the Outstanding
Bonds for the purpose of issuing Additional Bonds, payable from Revenues as provided in the Indenture and
secured by a pledge of such Revenues and other security pledged thereunder on a parity with the pledge
securing the Outstanding Bonds, subject to certain specific conditions set forth in the Indenture. See
“SECURITY AND SOURCES OF PAYMENT FOR THE BONDS — Additional Bonds.”

LITIGATION HAS BEEN INSTITUTED CHALLENGING THE VALIDITY OF THE 2015
BONDS AND RELATED DOCUMENTS, WHICH COULD HAVE AN ADVERSE AFFECT ON THE
VALIDITY, TAX-EXEMPTION, SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS.
See “CERTAIN RISK FACTORS — Litigation” and “PENDING LITIGATION CHALLENGING THE 2015
BONDS.”

Base Rental Payments; Additional Payments

On or before each Lease Payment Date (occurring on April 10 and October 10 of each year) during
the term of the Lease, the City is required to pay to the Trustee the Base Rental Payments due on such date
from the City’s General Fund, or from other legally available sources, subject to abatement as discussed under
“Abatement of Lease Payments” below. The Trustee, as assignee of the Authority, will receive the Base
Rental Payments for the benefit of the Owners of the Bonds and credit such Base Rental Payments to the
Revenue Fund established pursuant to the Indenture. The Trustee will apply the Revenues held in the Revenue
Fund on each Interest Payment Date to pay principal and interest due on such date on the Bonds.

Under the Lease, in addition to the Base Rental Payments payable thereunder, the City has agreed to
pay Additional Payments consisting of such amounts, if any, in each year as will be required for the payment
of all costs and expenses incurred by the Authority in connection with the execution, performance or
enforcement of the Site Lease or the Lease, including but not limited to all fees, costs and expenses and all
administrative costs of the Authority relating to the Leased Property and indemnification of the Trustee. The
Base Rental Payments and Additional Payments, collectively, constitute the “Lease Payments.”

Under the Lease, such payments of Base Rental Payments and Additional Payments for each Lease

Year or portion thereof during the term of the Lease will constitute the total rental for such Lease Year or
portion thereof and will be paid or payable by the City from funds of the City lawfully available therefor for
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and in consideration of the right of the use and occupancy of, and the continued quiet use and enjoyment of,
the Leased Property by the City for and during such Lease Year.

Covenant to Budget

The City has covenanted in the Lease to take such action as may be necessary to include all Lease
Payments payable by the City thereunder in its operating budget for each Fiscal Year and to make the
necessary annual appropriations for all such Lease Payments. The Lease provides that such covenants on the
part of the City are deemed to be and will be construed to be ministerial duties imposed by law, and it will be
the duty of the applicable officials 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 official to enable the City to carry out and perform the covenants
and agreements in the Lease.

The Charter requires the City Council to approve the annual budget no later than June 15 of each
fiscal year. The annual budget is enacted by the City Council with the adoption of the annual Appropriation
Ordinance in July. The Charter provides for continuing appropriation of the prior year’s appropriations until a
new Appropriation Ordinance is adopted. This would allow the Chief Financial Officer to continue to make
Base Rental Payments once such payments have been budgeted and appropriated in the event that the City
Council fails to timely adopt the Appropriation Ordinance. For a discussion of financial and budgetary
information relating to the City’s General Fund, see APPENDIX A — “CITY GOVERNMENT AND
FINANCIAL INFORMATION.”

Limited Obligation of City

The obligation of the City to make Base Rental Payments under the Lease does not constitute an
obligation to levy or pledge, or for which the City has levied or pledged, any form of taxation. The obligation
of the City to make Base Rental Payments and Additional Payments does not constitute indebtedness of the
City, the State or any of its political subdivisions within the meaning of any constitutional or statutory debt
limitation or restriction. See “CERTAIN RISK FACTORS — Limited Obligations of the City.

Abatement of Lease Payments

Except to the extent of (i) amounts held by the Trustee under the Indenture in the Interest Account and
Principal Account of the Revenue Fund, (ii) amounts received in respect of use and occupancy insurance, and
(ii) amounts, if any, otherwise legally available to the Trustee for payments in respect of the Bonds, during
any period in which, by reason of material damage, destruction, title defect or condemnation, there is
substantial interference with the use and occupancy by the City of any portion of the Leased Property, rental
payments due under the Lease with respect to the Leased Property will be abated to the extent that the annual
fair rental value of the portion of the Leased Property in respect of which there is no substantial interference is
less than the annual Lease Payments, in which case rental payments will be abated only by an amount equal to
the difference between the annual Lease Payments and the annual fair rental value.

In the case of abatement relating to the Leased Property, the amount of annual rental abatement will
be such that the resulting Base Rental Payments in any Lease Year during which such interference continues,
excluding any amounts described in clauses (i), (ii), (ii1) above, do not exceed the annual fair rental value for
each Lease Year of the portions of the Leased Property with respect to which there has not been substantial
interference, as evidenced by a certificate of an Authorized Representative of the City. Such abatement will
continue for the period commencing with the date of such damage, destruction, title defect or condemnation
and ending with the restoration of the Leased Property or portion thereof to tenantable condition or correction
of title defect or substantial completion of the work of repair or replacement of the portions of the Leased
Property so damaged, destroyed, defective or condemned. See “CERTAIN RISK FACTORS — Abatement,”
and APPENDIX C — “SUMMARY OF LEGAL DOCUMENTS — THE LEASE — Rental Payments — Rental
Abatement.”
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In order to help mitigate the risk that an abatement event will cause a disruption in payment of Lease
Payments, the Lease requires the City to maintain, or cause to be maintained, use and occupancy insurance
against loss of use caused by hazards covered by property insurance (see “— Fire and Extended Coverage
Insurance” below) (excluding the Ground Lease Sites) in an amount sufficient to pay the Base Rental
Payments attributable to the Leased Property for a twenty-four month period; provided, that the amount of
such insurance need not exceed the total remaining Base Rental Payments. See “SECURITY AND SOURCES
OF PAYMENT FOR THE BONDS - Fire and Extended Coverage Insurance” and “— Use and Occupancy
Insurance” below.

During any period of abatement with respect to all or any part of the Leased Property, the Trustee is
required to use the proceeds of the use and occupancy insurance to make payments of principal of and interest
on the Outstanding Bonds. In the event that such funds are insufficient to make all payments with respect to
the 2015 Bonds during the period that the Leased Property, or portion thereof, is being restored, then all or a
portion of such payments may not be made and no remedy is available to the Trustee or the Owners under the
Lease or Indenture for nonpayment under such circumstances. Failure to pay principal, premium, if any, or
interest on to the 2015 Bonds as a result of abatement of the City’s obligation to make Base Rental
Payments under the Lease is not an event of default under the Indenture or the Lease. In the event that
Base Rental Payments are abated due to damage caused by earthquake or flood, such abatement may continue
indefinitely, as no insurance for such damages is required under the Lease and the City cannot be compelled to
repair or replace the damaged Leased Property or to redeem the Bonds. In lieu of abatement of Lease
Payments, the City in its sole discretion may elect, but is not obligated, to substitute property for the damaged,
condemned or destroyed Leased Property, or portion thereof, pursuant to the substitution provisions of the
Lease. See “— Substitution, Removal or Addition of Leased Property” below.

The City participates in the joint purchase of insurance through the CSAC-EIA Pool (as defined
below), which includes flood insurance and use and occupancy insurance for all of the City Property
(excluding the Ground Lease Sites) but does not include earthquake insurance or use and occupancy insurance
in the event of an earthquake. MTS also participates in the joint purchase of insurance through the CSAC-EIA
Pool, which includes flood insurance for the MTS Property and use and occupancy insurance, but does not
include any earthquake coverage or use and occupancy insurance in the event of an earthquake. See “—
CSAC-EIA Pool” below and APPENDIX A — “CITY GOVERNMENT AND FINANCIAL INFORMATION
— RISK MANAGEMENT - Property and Flood Insurance” and “— Earthquake Insurance.” None of the
Leased Property is covered by earthquake insurance. The City is not required to obtain flood insurance
for the Leased Property pursuant to the Lease, and MTS is not required to obtain flood insurance for
the MTS Property pursuant to the MTS Site Lease. The City or, with respect to the MTS Property,
MTS, in its discretion, may elect at any time to modify the designation of covered properties in the
future, in which case it is possible that none of the Leased Property will be covered by flood insurance,
and in which case in the event of loss of use from flood, no such insurance funds will be available to
make Base Rental Payments.

No Debt Service Reserve Fund

Neither the Authority nor the City will establish or maintain a debt service reserve fund for the 2015
Bonds and there is no debt service reserve fund for the Prior Bonds. Amounts held or to be held in a debt
service reserve fund or account established for any other obligations payable from the City’s General Fund
may not be used or drawn upon to pay principal of or interest on the Prior Bonds or the 2015 Bonds.

Parity Bonds
As of March 1, 2015, the Authority had $132,645,000 aggregate principal amount of Prior Bonds
outstanding under the Indenture which will be secured on a parity with the 2015 Bonds when issued.

Currently, the Prior Bonds are the only Bonds outstanding under the Indenture. See “DEBT SERVICE
SCHEDULE.” See APPENDIX A — “CITY GOVERNMENT AND FINANCIAL INFORMATION -
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BONDED AND OTHER INDEBTEDNESS” for a discussion of the Authority’s other outstanding bonds and
the City’s general fund obligations.

Additional Bonds

The Indenture provides that the Authority and the City may, at any time, determine to issue and
deliver Additional Bonds without the consent of the Owners of Outstanding Bonds, payable from the Revenues
as provided in the Indenture and secured by a pledge of and charge and lien upon the Revenues as provided in
the Indenture equal to the pledge, charge and lien securing the Outstanding Bonds, subject to satisfying certain
terms and conditions set forth in the Indenture. The conditions for the issuance of Additional Bonds include:

(1) No Event of Default will be continuing under the Indenture after giving effect to the issuance
of the Additional Bonds and the application of the proceeds thereof.

2) The Supplemental Indenture will require that the proceeds of such Additional Bonds will be
applied to finance or refinance capital improvements, or for the refunding or repayment of any Outstanding
Bonds or other obligations of the City issued to finance or refinance capital improvements, including payment
of the interest to become due on said Additional Bonds during the estimated period of any construction and for
a period of not to exceed 12 months thereafter.

3) The Lease will be amended, if necessary, so that the Base Rental Payments payable by the
City thereunder in each Fiscal Year will at least equal projected Debt Service, including Debt Service on the
Additional Bonds, in each Fiscal Year.

4) If the additional facilities, if any, to be leased are not situated on Leased Property described in
the Lease and the Site Lease, then the Lease and Site Lease will be amended to add such additional Leased
Property. See APPENDIX C — “SUMMARY OF LEGAL DOCUMENTS — THE INDENTURE - Issuance
of Bonds — Conditions for the Issuance of Additional Bonds.”

Nothing in the Indenture prevents payment of Debt Service on any Series of Additional Bonds from
being secured and payable from sources, or by property, instruments or documents, not applicable to the Bonds
or any one or more Series of Additional Bonds. See “CERTAIN RISK FACTORS — No Limitation on
Incurring Additional Obligations.”

Repair and Maintenance; Taxes and Assessments; Insurance; Modification of the Leased Property

During the term of the Lease, the City with respect to the City Property, and MTS with respect to the
MTS Property (pursuant to the MTS Site Lease) will, at its own cost and expense, maintain, preserve and keep
its portion of the Leased Property in good repair, working order and condition and that it will from time to time
make or cause to be made all necessary and proper repairs, replacements and renewals. In addition, the City
and MTS will provide, or cause to be provided, each at its own expense, all power, gas, telephone, light,
heating and water, and other public utility services for their respective portions of the Leased Property. The
Authority will have no responsibility in any of these matters or for the making of additions or improvements to
the Leased Property.

The City and the Authority will not create, or suffer to be created, any mortgage, pledge, lien, charge
or other encumbrance upon the Leased Property, except Permitted Encumbrances. The City and the Authority
will not sell or otherwise dispose of the Leased Property or any property essential to the proper operation of the
Leased Property, except as provided in the Lease. During the term of the MTS Site Lease, MTS will 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 MTS Property, other than the Permitted Encumbrances.
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Notwithstanding anything to the contrary contained in the Lease, but subject to the rights of the City
described above, the City may assign, transfer or sublease any and all of the Leased Property or its other rights
under the Lease, provided that: (i) the rights of any assignee, transferee or sublessee will be subordinate to all
rights of the Authority and the Trustee under the Lease; (ii) no such assignment, transfer or sublease will
relieve the City of any of its obligations under the Lease; (iii) the assignment, transfer or sublease will not
result in a breach of any covenant of the City contained in the Lease; (iv) any such assignment, transfer or
sublease will by its terms expressly provide that the fair rental value of the Leased Property for all purposes
shall be first allocated to the Lease, as the same may be amended from time to time before or after any such
assignment, transfer or sublease; and (v) no such assignment, transfer or sublease will confer upon the parties
thereto (other than the City) any remedy which allows re-entry upon the Leased Property and such right of re-
entry will be subordinated to the remedies available under the Lease.

In the event that the use, possession or acquisition by the City or the Authority of the Leased Property
is found to be subject to taxation in any form, the City will pay or cause to be paid during the term of the
Lease, as the same respectively become 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 Leased Property and any other
property acquired by the City in substitution for, as a renewal or replacement of, or a modification,
improvement or addition to, the Leased Property, as well as all gas, water, steam, electricity, heat, power, air
conditioning, telephone, utility and other charges incurred in the operation, maintenance, use, occupancy and
upkeep of the Leased Property; provided, however, that with respect to any governmental charges or taxes that
may lawfully be paid in installments over a period of years, the City will be obligated to pay only such
installments as are accrued during such time as the Lease is in effect.

During the term of the MTS Site Lease, MTS will pay, 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 MTS Property, as well as all utility and other charges incurred in the operation,
maintenance, use, occupancy and upkeep of the MTS Property; provided that, with respect to any
governmental charges that may lawfully be paid in installments over a period of years, MTS shall be obligated
to pay only such installments as have accrued during the time the MTS Site Lease is in effect.

Fire and Extended Coverage Insurance

The City, with respect to the City Property pursuant to the Lease, and MTS, with respect to the MTS
Property pursuant to the MTS Site Lease, are each required to procure and maintain, or cause to be procured
and maintained, throughout the term of the Lease, insurance against loss or damage to their respective portions
of the Leased Property (excluding the Ground Lease Sites (as defined below)) caused by fire and lightning, but
exclusive of flood and earthquake, with an extended coverage endorsement covering the risk of vandalism and
malicious mischief, sprinkler system leakage and boiler loss. Such insurance will be in an amount equal to the
lesser of (A) the replacement cost (without deduction for depreciation) of improvements located or to be
located on the Leased Property; or (B) the remaining unpaid principal amount of their allocated portion of
Bonds Outstanding, plus the amount of use and occupancy coverage (described below), except that such
insurance may be subject to deductible clauses of not to exceed the first $100,000 of the total amount of any
one loss. Fire and extended coverage insurance and use and occupancy insurance may be in the form of a
policy which covers the Leased Property and one or more additional parcels of real property insured by the
City or MTS, respectively; provided that the amount of coverage available thereunder will be at least equal to
the cumulative replacement values of their respective portions of the Leased Property and any other such
property which is the subject of a lease, installment purchase or other financing arrangement (“Financed
Property”) for which bonds, certificates of participation or other obligations have been issued (“Obligations”)
plus the amount of use and occupancy coverage required by the Lease; in the event the City or MTS elects to
obtain insurance for the Leased Property and one or more additional parcels of real property and the amount of
the insurance proceeds available to pay all claims thereunder is not sufficient to cover the replacement values
of all such properties, then any such proceeds will be used first to rebuild or repair any affected Leased
Property or to repay the Bonds. Such insurance may be part of a joint-purchase insurance program. The
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provider of such insurance will be rated at least “A-" by A.M. Best & Company. As an alternative to
providing the fire and extended coverage insurance required by the Lease, or any portion thereof, the City or
MTS may provide a self-insurance method or plan of protection if and to the extent such self-insurance method
or plan of protection will afford reasonable coverage for the risks required to be insured against, in light of all
circumstances, giving consideration to cost, availability and similar plans or methods of protection adopted by
public entities in the State other than the City. See APPENDIX C — “SUMMARY OF LEGAL
DOCUMENTS — THE LEASE — Maintenance; Taxes; Insurance and Other Charges” and “Damage,
Destruction, Title Defect and Condemnation.”

Use and Occupancy Insurance

The City, with respect to the City Property pursuant to the Lease, and MTS, with respect to the MTS
Property pursuant to the MTS Site Lease, are each required to procure and maintain, or to cause to be procured
and maintained, use and occupancy insurance against loss, total or partial, of the use and occupancy of the
Leased Property (excluding the Ground Lease Sites) against loss of use caused by hazards covered by property
insurance required by the Lease (see “— Fire and Extended Coverage Insurance” above), in an amount
sufficient to pay the Base Rental Payments attributable to their respective portions of the Leased Property for a
twenty-four month period; provided, that the amount of such insurance need not exceed the total remaining
Base Rental Payments; provided further, that such insurance may be part of a policy of fire and extended
coverage insurance permitted by the Lease; provided further, the City or MTS may obtain use and occupancy
insurance covering the Leased Property as well as other parcels of property owned by the City or MTS,
provided that the cumulative amount thereof is at least equal to the cumulative amount of use and occupancy
insurance required by the Lease with respect to their respective portions of the Leased Property and any
agreements relating to Financed Property in respect of which Obligations are outstanding; in the event the City
or MTS elects to obtain insurance for the Leased Property and one or more additional parcels of real property
and the amount of the insurance proceeds available to pay all claims thereunder is not sufficient to cover the
replacement values of all such properties, then any such proceeds will be used first to rebuild or repair any
affected Leased Property or to repay the Bonds. Any proceeds of such insurance will be payable to and used
by the Trustee as provided in the Indenture to pay principal of and interest on the Bonds for a period of time
during which the payment of rental under the Lease is abated. Such insurance may be subject to a deductible
clause of not to exceed $50,000. Such insurance may be part of a joint-purchase insurance program. The
provider of such insurance will be rated at least “A-” by A.M. Best & Company. Pursuant to the Lease, use
and occupancy insurance cannot be provided by self-insurance.

CSAC-EIA Pool

The City and MTS each participate in the joint purchase of insurance through the California State
Association of Counties-Excess Insurance Authority pool (the “CSAC-EIA Pool”), a statewide joint powers
authority risk pool. Although not required by the Lease, flood coverage for all components of the City
Property (except the Ground Lease Sites) and the MTS Property is currently provided to the City and MTS
through their participation in the CSAC-EIA Pool. The City and MTS, in their discretion, may elect at any
time to modify the designation of covered properties in the future, in which case it is possible that none of the
Leased Property will be covered by flood insurance. The CSAC-EIA Pool provides earthquake coverage in
limited amounts for certain designated buildings and structures and certain City lease financed locations. None
of the City Property or the MTS Property has any earthquake coverage. See “— Abatement of Lease Payments”
above and APPENDIX A — “CITY GOVERNMENT AND FINANCIAL INFORMATION - RISK
MANAGEMENT - Property and Flood Insurance” and “— Earthquake Insurance.” The City is not required to
obtain flood or earthquake insurance for the Leased Property pursuant to the Lease, and MTS is not required to
obtain flood or earthquake insurance for the MTS Property pursuant to the MTS Site Lease.
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Title Insurance

The Lease provides that the City will have or obtain, on or before the Closing Date for the 2015
Bonds, a California Land Title Association (CLTA) leasehold policy or policies, or a commitment for such
policy or policies, with respect to all of the Leased Property with liability in the aggregate amount equal to the
principal amount represented by the Outstanding Bonds. Such policy or policies will name the Trustee as the
insured and will insure the leasehold estate of the Authority under the Site Lease and the MTS Site Lease in
the Leased Property, subject only to Permitted Encumbrances.

Substitution, Removal or Addition of Leased Property

Pursuant to the Lease, the City and the Authority may amend the Lease and the Site Lease to (i)
substitute real property and/or improvements (the “Substitution™) for all or a portion of the existing Leased
Property; (ii) remove all or a portion of real property (including undivided interests therein) or improvements
(“Removal”) from the definition of Leased Property; or (iii) to add real property and/or improvements (the
“Additional Leased Property”) to the Leased Property, upon compliance with all of the applicable conditions
set forth in the Lease. After a Substitution or Removal, the part of the Leased Property for which the
Substitution or Removal has been effected will be released from the leasehold under the Lease and under the
Site Lease. See APPENDIX C — “SUMMARY OF LEGAL DOCUMENTS — THE LEASE — The Leased
Property — Substitution, Removal or Addition of Leased Property.”

Pursuant to the MTS Site Lease, MTS may request the Authority to substitute or remove property for
all or part of the MTS Property subject to the MTS Site Lease, but only upon compliance by MTS, at its sole
expense, with all requirements for the substitution of property by the City under the Lease. The City may
consent to such substitution, such consent not to be unreasonably withheld. A portion of the proceeds of the
Series 2013 A Bonds was used to refund certain outstanding bonds of the Authority. When all debt service
payments on the Series 2013A Bonds relating to these refunded bonds have been paid, which is expected to
occur on October 15, 2022, the MTS Property will be released from the provisions of the Lease and the MTS
Site Lease and will no longer be part of the Leased Property. See APPENDIX C — “SUMMARY OF LEGAL
DOCUMENTS — MTS SITE LEASE — Retained Rights and Obligations of MTS — Substitution of MTS
Property.”

Eminent Domain

If title to, or the temporary use of, the Leased Property or any portion thereof or the estate of the City
or the Authority in the Leased Property or any portion thereof is taken under the exercise of the power of
eminent domain by any governmental body or by any person or firm or corporation acting under governmental
authority, then the City and the Authority will cause the Net Proceeds of any condemnation award to be
transferred to the Trustee for deposit in the Insurance and Condemnation Fund and applied as described in the
Indenture. See “THE 2015 BONDS — Redemption Provisions” and APPENDIX C — “SUMMARY OF
LEGAL DOCUMENTS — THE LEASE — Damage, Destruction, Title Defect and Condemnation.”

Investment of Funds under the Indenture

Money held by the Trustee under any fund or account held under the Indenture will be invested by the
Trustee at the direction of the City solely in Permitted Investments, pending application as provided in the
Indenture. Unless otherwise provided in a Supplemental Indenture, all interest or gain derived from the
investment of amounts in any of the funds or accounts established under the Indenture (except any Rebate
Fund) will be deposited, at the City’s direction, in the Construction Fund or the Revenue Fund.
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THE LEASED PROPERTY
General

The City is leasing the City Property to the Authority pursuant to the Site Lease. MTS is leasing the
MTS Property to the Authority pursuant to the MTS Site Lease. The Authority is leasing the Leased Property
(comprised of the City Property and the MTS Property) to the City pursuant to the Lease. Pursuant to the
Lease, the City’s rights to the MTS Property are subject to the retained rights of MTS as described in the MTS
Site Lease. The retained rights of MTS include a right to continue to perform, maintain and manage its
operations on the MTS Property and to enter upon the MTS Property, to make repairs, additions and
improvements to the MTS Property. See APPENDIX C — “SUMMARY OF LEGAL DOCUMENTS — MTS
SITE LEASE — Retained Rights and Obligations of MTS.”

The Leased Property includes several sites located in the City and (other than with respect to the
Ground Lease Sites (as defined below)) the buildings and other improvements thereon owned by the City and
MTS. When all debt service payments on the Series 2013A Bonds relating to the refunded 2003 Old Town
Light Rail Refunding Bonds have been paid, which is expected to occur on October 15, 2022, the MTS
Property will be released from the provisions of the Lease and the MTS Site Lease and will no longer be part
of the Leased Property.

The Leased Property is comprised of properties each of which has been appraised at least once since
2010 with an aggregate value based on the most recent appraisals of approximately $262 million. The City
will certify on the Closing Date to the effect that the total Base Rental Payments required to be paid by the
City pursuant to the Lease in each Lease Year is not in excess of the total fair rental value of the Leased
Property in any Lease Year. Although a portion of the proceeds of the 2015 Bonds may be used to make
improvements to one or more of the properties comprising the Leased Property, the construction will not
reduce the fair rental value of the Leased Property. However, the Leased Property itself is not subject to a
security interest, mortgage or any other lien in favor of the Trustee for the benefit of Owners.

Upon the issuance of the 2015 Bonds, the Leased Property will consist of the 17 leased properties
described below and summarized in the table that follows. The properties comprising the Leased Property are
geographically dispersed throughout the City. All Bonds Outstanding under the Indenture are secured by all of
the Base Rental Payments, and no portion of the Leased Property or the Base Rental Payments secures any
specific series of Bonds.

See “RISK FACTORS?” for certain risks that could impact the City’s use and occupancy of the Leased
Property.

Public Safety Facilities

Fire Communications Center consists of a two-story combination wood and steel frame building with
a stucco exterior and includes a satellite communication tower. The Fire Communications Center is staffed 24
hours a day, seven days a week with dispatchers and administrative personnel. The Center is responsible for all
citywide medical, fire, and rescue operations and is also contracted to dispatch for the Cities of Poway and
Chula Vista in the region.

Fire Station #9 consists of a single story wood frame building with a stucco exterior. Fire Station #9
houses one fire engine and one paramedic unit, and primarily serves La Jolla and its surrounding areas in the
City. Engine #9’s district is 4.72 square miles. The City personnel at Fire Station #9 are all
Firefighter/Paramedics and are responsible for orientation and continued training of field paramedics as well as
maintenance of emergency medical equipment. Fire Station #9 also handles department medical forms and
other administrative projects.
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Fire Station #11 consists of a two-story combination steel and wood frame building with a stucco
exterior. Fire Station #11 houses one fire engine, one aerial fire truck, and one paramedic unit; and serves
Golden Hill and its surrounding areas in the City. Engine #11°s district is 2.85 square miles.

Fire Station #16 consists of a single story wood frame with concrete building. Fire Station #16
houses one fire engine; and serves La Jolla and its surrounding areas in the City. Engine #9’s district is 3.45
square miles.

Fire Station #37 consists of a two-story combination steel and wood frame building with a stucco
exterior. Fire Station #37 houses one fire engine, one fire brush engine, and one paramedic unit; and serves
Scripps Ranch and its surrounding areas in the City. Engine #37’s district is 11.28 square miles.

Fire Station #44 consists of a single-story concrete tilt-up building with a partial mezzanine area. Fire
Station #44 houses one battalion chief’s vehicle, one fire engine, one aerial fire truck, and two primary
hazardous materials response units. Fire Station #44 is the only Hazardous Material (“HazMat”) station in the
City. HazMat is responsible for identifying, containing and removing hazardous materials. Fire Station #44
serves Eastern Mira Mesa and its surrounding areas in the City. Engine #44’s district is 6.58 square miles.

Northeastern Police Station consists of a single story concrete police station and a separate single
story concrete vehicle maintenance building. Within the vehicle maintenance building is a car wash, and
below the roof area is a fuel island with two 10,000 gallon underground fuel storage tanks. See “CERTAIN
RISK FACTORS — Underground Fuel Tanks” herein. The Northeastern Police Station serves the northern
portions of the City, including the neighborhoods of Carmel Mountain, Miramar, Miramar Ranch North, Mira
Mesa, Rancho Bernardo, Rancho Encantada, Rancho Penasquitos, Sabre Springs and Scripps Ranch. The
Northeastern Police Station’s district encompasses 103.8 square miles.

Southern Division Police Station serves the neighborhoods of Border, Egger Highlands, Nestor,
Ocean Crest, Otay Mesa, Otay Mesa West, Palm City and San Ysidro. Southern Division serves a population
of 107,631 people and encompasses 31.5 square miles. The facilities are on a 3.30 acre site and consist of one
police substation-office building, a police vehicle maintenance facility building with a car wash and a fuel
island that includes underground fuel tanks. See “CERTAIN RISK FACTORS — Underground Fuel Tanks”
herein.

Ground Lease Sites

A portion of the Leased Property consists of ground leases at four locations (collectively, the “Ground
Lease Sites”) each consisting of the City’s interest in the land underlying the respective sites. The buildings
and improvements on each of the Ground Lease Sites are not owned by the City, are not part of the Leased
Property and are not insured by the City. The Lease does not require the City to maintain hazard or use and
occupancy insurance on property not owned by the City, and the City has confirmed that such insurance is not
available for the City’s interest in the Ground Lease Sites. See “SECURITY AND SOURCES OF PAYMENT
FOR THE 2015 BONDS - Fire and Extended Coverage Insurance” and “— Use and Occupancy Insurance.”

The City has not pledged rental income it receives from tenants under any of the leases entered into or
to be entered into by the City on portions of the Leased Property (including, without limitation, leases entered
into by the City with respect to the Ground Lease Sites (the “Existing Leases™)) to pay the Base Rental
Payments securing the Bonds, including the 2015 Bonds. However, in the event of default under the Lease,
the Trustee may bring an action to collect and receive rent and other income derived by the City from the
Existing Leases in an amount not to exceed the lesser of (i) Base Rental Payments attributable to each Ground
Lease Site as set forth in the Lease, and (ii) the rent and other income from the Existing Leases actually
received by the City. In Fiscal Year 2014, the rent received by the City under the Existing Leases for each
Ground Lease Site exceeded the anticipated Base Rental Payments attributable to each Ground Lease Site.
The City can give no assurance that this will be the case in future years.
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Hilton San Diego Resort Site is located on Mission Bay Drive in the Mission Beach neighborhood, a
popular recreational area in the City. This area lies west of Interstate 5, along Mission Bay Drive. The site is
located on tidelands of Mission Bay that have been granted to the City from the State for the purpose of
creating San Diego Mission Bay Park.

The lease site consists of approximately 18 acres of land area and 1 acre of water area (improved with
a boat dock). The City has leased the site to LHO Mission Bay Rosie Hotel, LP, for a 50-year term that
commenced on January 1, 1996. A 357 room resort hotel, along with a restaurant, spa, swimming pool, tennis
court and boat dock, are located at the Hilton San Diego Resort Site, which improvements are not owned by
the City and are not part of the Leased Property. The City collects monthly rent installments (the greater of
annual minimum rent, percentage rent consisting of percentages of the gross income resulting from the uses of
the premises for various business activities, or the annual guaranteed minimum rent on a calendar month basis,
under the terms of the ground lease) which comprises a recurring annual rental revenue source to the City’s
General Fund.

The Lodge at Torrey Pines Site is located on North Torrey Pines Road in La Jolla, approximately 2
miles north of the University of California, San Diego campus. This site is located adjacent to the Torrey
Pines golf course, which is an internationally known golf destination. The site location generally lies west of
Interstate 5, along the west side of Torrey Pines Road.

The site is leased to Lodge at Torrey Pines Partnership for a 66-year term that commenced on June 5,
1995. A 170 room resort hotel consisting of three 4-story structures, and one 3- story structure, along with
one, 2-story parking garage is located at the Lodge, which improvements are not owned by the City and are
not part of the Leased Property. The City collects monthly rent installments (the greater of annual minimum
rent, percentage rent consisting of percentages of the gross income resulting from the uses of the premises for
various business activities, or the annual guaranteed minimum rent on a calendar month basis under the terms
of the ground lease) which comprise a recurring annual rental revenue source to the City’s General Fund.

Scripps Health Site is located on North Torrey Pines Road, San Diego. The site is located in the
southwesterly portion of the University of California San Diego campus, between Torrey Pines to the north
and La Jolla Shores and La Jolla, to the south. To the east is the community of University Towne Centre.

The site is leased to Scripps Health from the City of San Diego for a 55-year term that commenced
August 1, 1988. A sports center consisting a two-story 27,500 square foot building and related site
improvements (surface parking area, walking-jogging track surrounding two sand volleyball courts and a
swimming pool) are located at the Scripps Health Site, which improvements are not owned by the City and are
not part of the Leased Property. The City collects monthly rent installments (fixed rent, subject to adjustments,
under the terms of the ground lease) which comprise a recurring annual rental revenue source to the City’s
General Fund.

University of California San Diego Site is located on North Torrey Pines Road in San Diego. The
site is leased to Regents of the University of California from the City of San Diego for a 55-year term that
commenced February 1, 1985. A 2-story 140,000 square foot university administration building and related
site improvements over two levels of subterranean parking are located at the University of California San
Diego Site, which improvements are not owned by the City and are not part of the Leased Property. The City
collects monthly rent installments (fixed rent, under the terms of the ground lease) which comprise a recurring
annual rental revenue source to the City’s General Fund.

Library Facilities

Mission Valley Library is located in the southwest corner of a large retail center, Fenton Marketplace,
on City-owned land. The Mission Valley Library consists of a 2-story wood framed, steel and masonry public
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library building and 85 paved open surface parking spaces on the site. Qualcomm Stadium is located less than
one-mile to the east. The library is staffed and operated by the City’s Library Department.

Scripps Miramar Ranch Library Center is located south of Miramar Lake and west of Evans Pond,
and serves Scripps Ranch and surrounding communities. The Scripps Miramar Ranch Library Center consists
of 2-story wood frame building with pitched, built up roof and poured concrete slab foundation and sits on
9.14 acres.

Other Facilities

Mingei International Museum and Art Institute Building (House of Charm) consists of a four level
special purpose building, with the lower level and basement level below grade. The House of Charm is located
adjacent to one of the two main entrances to Balboa Park. Represented on the National Register of Historical
Places, the House of Charm is home to the Mingei International Museum of Folk Art; the San Diego Art
Institute, featuring art produced by local artists; and three full-scale rehearsal spaces for the Old Globe Theater.
These three non-profit organizations have long terms leases through 2021. The City anticipates renewing the
leases with these organizations.

Light Rail Transit System Maintenance Yard (the “MTS Property”) located on Newton Avenue in
San Diego. The MTS Property totals approximately 4.17 acres and is owned by San Diego Metropolitan
Transit Development Board. The MTS Property includes the MTS maintenance yard, trolley tracks and
staging yard, and a single story maintenance facility building, converted from an existing precast concrete,
high-bay warehouse building. The building consists of administrative offices, showers and lockers,
classrooms, security offices, and repair and maintenance shops. The building also includes parts storage,
laydown areas, bridge and 5-ton overhead cranes and washdown areas. The building has capacity for 25 light
rail vehicles and includes maintenance offices and pit. It is expected that the MTS Property will be released
from the provisions of the Lease and Site Lease on October 15, 2022.

Carmel Valley Multipurpose Community Complex is an 18.7-acre multipurpose community complex
located on Townsgate Dr. in the Carmel Valley area proximate to Del Mar area of the City. The
multifunctional complex consists of a recreation center with an 11,000 square foot gymnasium, an aquatics
center consisting of three pools, tennis courts, basketball courts, playgrounds, amphitheater, and a
multipurpose athletic field. The Carmel Valley Multipurpose Community Complex is programmed for active
recreation and is an essential amenity for the community serving a population estimated at 39,000 persons.
There are approximately 1,500 youths and 400 adults participating in sports organizations which use the
complex weekly. Adjacent to a middle school within the San Dieguito Union School District, a City library
and a City police station, the community complex is also a heavily used public space after school hours.

[Remainder of Page Intentionally Left Blank]
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Site

Fire Communications Center

Fire Station #9

Fire Station #11

Fire Station #16

Fire Station #37

Fire Station #44

Southern Division Police Station

Northeastern Police Station

Hilton San Diego Resort (Ground Lease)®
The Lodge at Torrey Pines (Ground Lease)®

Scripps Health Land (Ground Lease)®

University of California San Diego (Ground Lease)®

Mission Valley Library

Scripps Miramar Ranch Library Center

Mingei International Museum and Art Institute
Building (House of Charm)

Light Rail Transit System Maintenance Yard

Portion®®

Carmel Valley Multipurpose Community Complex

@)
(2]

SUMMARY OF LEASED PROPERTY

Address™”
3750 Kearny Villa Rd., 92123

7870 Ardath Lane, 92037

945 25th St., 92102

2110 Via Casa Alta, 92037

11640 Spring Canyon, 92131
10011 Black Mountain Rd., 92126
1120 27" St., 92154

13396 Salmon River Rd., 92129

1775 E. Mission Bay Dr., 92109
11480 N. Torrey Pines Rd., 92037
10820 N. Torrey Pines Rd., 92037

10280 N. Torrey Pines Rd., 92037

2123 Fenton Parkway, 92108
10301 Scripps Lake Drive, 92131
1439 El Prado, Balboa Park, 92101

1535 Newton Ave., 92101

3777 Townsgate Drive, 92130

All properties are located in San Diego, California.
Only the underlying ground is owned by the City and is part of the Leased Property. The site includes improvements that are not owned by the City, are not part of the Leased

Property and are not insured by the City. See “— Ground Lease Sites” above.

3)

@ Located in the 100-year flood zone per FEMA.
Source: City of San Diego.

San Diego Metropolitan Transit Development Board Property.
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General Description

Fire communications building and
related facilities

Fire station

Fire station

Fire station

Fire station

Fire station

Police station and police vehicle
maintenance facility

Police station and police vehicle
maintenance facility

Ground Lease under a resort hotel
Ground Lease under a resort hotel
Ground Lease under a sports center

that is part of the Scripps Health Clinic

campus
Ground Lease under a university
administrative building

Public library and parking
Public library and parking

Two museums and three theater
rehearsal spaces

Rail yard and maintenance facility for

light rail transit system

Community park including a recreation

center, aquatics center, tennis courts,

basketball, playgrounds, amphitheater,

multi-purpose athletic field.

Original
Completion
Date

1990

1979
1995
1982
2001
2000
1993

1989

Not applicable
Not applicable
Not applicable

Not applicable

2002
1993
1996

1993

1998

Approx.
Acreage of
Site

1.47

1.15
0.29
0.82
1.09
1.64
3.30

3.22

17.74
6.05
3.50

2.87

2.00
9.14
1.01

4.17

18.70

Approx.
Building
Square Footage

11,738

6,482
11,050
21,700
8,400
9,430
22,558

22,558

Not applicable
Not applicable
Not applicable

Not applicable

18,930
21,700
69,865

92,000
23,150

(total for 3
buildings)
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Existing Encumbrances on Leased Property

Pursuant to the Site Lease, the MTS Site Lease and the Lease, the Authority acknowledges existing
encumbrances on the Leased Property, including, but not limited to, with respect to the Ground Lease Sites,
the Existing Leases and restrictions relating to the grant of the Hilton Resort Site to the City by the State in
trust for the uses and purposes and upon the express conditions as provided in an act of legislature approved
April 27, 1945 Statutes of California Chapter 143 and the rights therein reserved to the people of the State.
Upon the issuance of the 2015 Bonds, the City will certify that these existing encumbrances do not interfere
with the City’s beneficial use and occupancy of the Leased Property. See APPENDIX C — “SUMMARY OF
LEGAL DOCUMENTS — THE SITE LEASE — Lease of the Leased Property.”

THE AUTHORITY

The Authority is a California joint exercise of powers authority existing pursuant to the Third
Amended and Restated Joint Exercise of Powers Agreement, dated as of January 1, 2013, by and among the
City, the City in its capacity as the designated successor agency (the “Successor Agency”) to the former
Redevelopment Agency of the City of San Diego (the “Former RDA”) and the Housing Authority of the City
of San Diego (the “Housing Authority”). The Authority is organized, in part, to finance certain public capital
improvements of the City, the Successor Agency or the Housing Authority. The Authority’s authority to issue
the 2015 Bonds is being challenged in two pending lawsuits, as further described in “PENDING LITIGATION
CHALLENGING THE 2015 BONDS.”

Except as provided by the Indenture, the Authority has no liability to the owners or Beneficial Owners
of any 2015 Bonds and has pledged none of its moneys, funds or assets toward the payment of any amount due
in connection with the 2015 Bonds. The Authority is governed by its own Board of Commissioners consisting
of the members of the City Council. The Authority is dependent upon the officers and employees of the City
to administer its program.

THE CITY

APPENDIX A — “CITY GOVERNMENT AND FINANCIAL INFORMATION” and APPENDIX B
— “DEMOGRAPHIC AND ECONOMIC INFORMATION REGARDING THE CITY” set forth important
information prepared by the City for inclusion in this Official Statement regarding its finances and operations.
Investors are advised to carefully consider the information presented in Appendix A and Appendix B in making
an informed investment decision.

CERTAIN RISK FACTORS

The following risk factors should be considered by potential investors, along with all other
information in this Official Statement, in evaluating the risks inherent in the purchase of the 2015 Bonds. The
following discussion is not meant to be a comprehensive or definitive list of the risks associated with an
investment in the 2015 Bonds. The order in which this information is presented does not necessarily reflect the
relative importance of the various issues. Any one or more of the risk factors discussed below, among others,
could lead to a decrease in the market value and/or in the liquidity of the 2015 Bonds or failure by the City to
pay Base Rental Payments. There can be no assurance that other risk factors not discussed herein will not
become material in the future.

Litigation
THE SAN DIEGO ENTITIES ARE DEFENDANTS IN TWO PENDING LAWSUITS
CHALLENGING THE VALIDITY OF THE 2015 BONDS. BECAUSE OF THIS LITIGATION, THE

PURCHASE AND OWNERSHIP OF THE 2015 BONDS INVOLVE SIGNIFICANT INVESTMENT RISK
AND THE 2015 BONDS ARE NOT A SUITABLE INVESTMENT FOR ALL INVESTORS. AN
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ADVERSE FINAL RULING COULD RESULT IN A LOSS OF A BONDHOLDER’S ENTIRE
INVESTMENT IN THE 2015 BONDS AND IN A LOSS OF TAX EXEMPTION FOR ALL INTEREST
PAID ON THE 2015 BONDS.

The litigation challenges the Initial Bond Approvals and the Series 2015B Bond Approval and seeks
to declare invalid the 2015 Bonds, the Second Supplemental Indenture, the Second Amendment to Site Lease,
the Second Amendment to Facilities Lease, the Third Supplemental Indenture, the Third Amendment to Site
Lease, and the Third Amendment to Facilities Lease. The San Diego Entities denied the challenges in both
lawsuits and a ruling was entered in each lawsuit by the Superior Court in favor of the San Diego Entities as
defendants. Plaintiff has appealed the judgment in the Series 2015A Bonds Litigation and the January 27, 2015
ruling in the Series 2015B Bonds Litigation which appeals are now pending before the California Court of
Appeal. The appeals in both cases will be heard after the issuance of the 2015 Bonds.

In the event that the California Court of Appeal reverses the decision of the Superior Court in either
case, the City and the Authority intend to appeal to the California Supreme Court. If the California Supreme
Court were to issue a final ruling in the plaintiff’s favor, or refuse to hear an appeal by the San Diego Entities
from a Court of Appeal ruling adverse to the San Diego Entities, then the Authority could be precluded from
making payments of principal and interest on the 2015 Bonds and, even if not precluded from making
payment, could lack sufficient funds to make such payments if the ruling prohibited the City from making
Lease Payments under the Second Amendment to Facilities Lease or the Third Amendment to Facilities Lease.
In addition, if the California Supreme Court were to rule in the plaintiff’s favor or refuse to hear an appeal by
the San Diego Entities from a Court of Appeal ruling holding that the 2015 Bonds are invalid, interest
previously paid to Beneficial Owners of the 2015 Bonds would not be excludable from gross income for
federal income tax purposes and interest previously paid to Beneficial Owners of the 2015 Bonds would not be
exempt from State of California personal income taxes. In such an event, Beneficial Owners may be required
to repay to the Authority any previous payments of principal and interest made on the 2015 Bonds. See
“PENDING LITIGATION CHALLENGING THE 2015 BONDS” for more details.

It is not clear what remedies, if any, the Owners and Beneficial Owners would have in the event that
the 2015 Bonds, the Second Supplemental Indenture, the Second Amendment to Site Lease, the Second
Amendment to Facilities Lease and the Third Supplemental Indenture, the Third Amendment to Site Lease,
and the Third Amendment to Facilities Lease were held to be invalid. Accordingly, prior to making a decision
to purchase any 2015 Bonds, prospective investors should thoroughly review the complaint filed by the
plaintiff in the Series 2015A Bonds Litigation attached hereto as Appendix G, the Superior Court judgment
and official transcript of the judge’s ruling in the Series 2015A Bonds Litigation attached hereto as Appendix
H, the complaint filed by the plaintiff in the Series 2015B Bonds Litigation attached hereto as Appendix I and
the order of dismissal with prejudice and order denying relief from the order of dismissal in the Series 2015B
Bonds Litigation attached hereto as Appendix J.

It is possible that a final ruling against the San Diego Entities in the Series 2015A Bonds Litigation or
the Series 2015B Bonds Litigation could also adversely impact the owners of the Prior Bonds. If a ruling was
entered upholding the validity of the 2015 Bonds but invalidating the Initial Bond Approvals of the City, then
the Trustee would have inadequate Revenues to repay all of the principal and interest on the Prior Bonds and
the 2015 Bonds when due. Since the Prior Bonds and the 2015 Bonds are secured on a parity under the
Indenture, such an outcome could result in the owners of the Prior Bonds and the 2015 Bonds receiving only
partial payments of principal and interest.

Limited Obligations of the Authority
The 2015 Bonds are special, limited obligations of the Authority and are payable solely from
Revenues, which consist primarily of Base Rental Payments made by the City pursuant to the Lease, and

certain other funds held under the Indenture, subject to the provisions of the Indenture permitting the
application of such amounts for the purposes and on the terms and conditions set forth therein. Neither the
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City nor any of its officers will incur any liability or any other obligation with respect to the payment of the
2015 Bonds other than the obligation of the City to make Base Rental Payments under the Lease.

Nothing within this Official Statement is intended to imply that there exists any cross-application or
cross-collateralization, including, without limitation, any cross-defaults between the Indenture or any other
indenture related to bonds issued by the City or the Authority.

Limited Obligations of the City

THE OBLIGATION OF THE CITY TO MAKE LEASE PAYMENTS DOES NOT CONSTITUTE
AN OBLIGATION OF THE CITY FOR WHICH THE CITY IS OBLIGATED TO LEVY OR PLEDGE, OR
FOR WHICH THE CITY HAS LEVIED OR PLEDGED, ANY FORM OF TAXATION. THE 2015 BONDS
AND THE OBLIGATION OF THE CITY TO MAKE LEASE PAYMENTS UNDER THE LEASE DO NOT
CONSTITUTE AN INDEBTEDNESS OF THE CITY, THE STATE OR ANY OF ITS POLITICAL
SUBDIVISIONS WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY DEBT
LIMITATION OR RESTRICTION. THE AUTHORITY HAS NO TAXING POWER.

Abatement

Except to the extent of (i) amounts held by the Trustee under the Indenture in the Interest Account and
Principal Account of the Revenue Fund, (ii) amounts received in respect of use and occupancy insurance, if
any, and (iii) amounts, if any, otherwise legally available to the Trustee for payments in respect of the Bonds,
during any period in which, by reason of material damage, destruction, title defect or condemnation, there is
substantial interference with the use and occupancy by the City of any portion of the Leased Property, rental
payments due under the Lease with respect to the Leased Property will be abated to the extent that the annual
fair rental value of the portion of the Leased Property in respect of which there is no substantial interference is
less than the annual Base Rental Payments and Additional Rental, in which case rental payments will be abated
only by an amount equal to the difference.

In the case of abatement relating to the Leased Property, the amount of annual rental abatement will
be such that the resulting Base Rental Payments in any Lease Year during which such interference continues,
excluding any amounts described in clauses (i), (ii), (iii) above, do not exceed the annual fair rental value for
such Lease Year of the portions of the Leased Property with respect to which there has not been substantial
interference, as evidenced by a certificate of an Authorized Representative of the City. Such abatement will
continue for the period commencing with the date of such damage, destruction, title defect or condemnation
and ending with the restoration of the Leased Property or portion thereof to tenantable condition or correction
of title defect or substantial completion of the work of repair or replacement of the portions of the Leased
Property so damaged, destroyed, defective or condemned. See “SECURITY AND SOURCES OF PAYMENT
FOR THE 2015 BONDS — Use and Occupancy Insurance” and APPENDIX C — “SUMMARY OF LEGAL
DOCUMENTS - THE LEASE — Damage, Destruction, Title Defect and Condemnation.”

The obligation of the City under the Lease to make Base Rental Payments is in consideration for the
right to use and occupy the Leased Property, and is absolute and unconditional without any right of set-off or
counterclaim, except as to amounts which may be credited to such payment under the Lease, and except as
such obligation may be abated as described herein.

There is no statute, judicial decision or other law specifying how an abatement of rental should be
measured. For example, it is not clear whether fair rental value is established as of commencement of the
Lease or at the time of the abatement or may be adjusted during an event of abatement. Upon abatement, it
may be that the value of the Leased Property is substantially higher or lower than its value at the time of
issuance of the 2015 Bonds. Abatement, therefore, could have an uncertain and material adverse effect on the
security for and payment of the 2015 Bonds.
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During any period in which material damage, destruction, title defect or condemnation of all or a
portion of the Leased Property results in substantial interference with the use and occupancy of the Leased
Property or any portion thereof, all or a portion of the Base Rental Payments due under the Lease will be
abated to the extent described above, the Lease will continue in full force and effect and the proceeds of use
and occupancy insurance, if any, will be used to pay Base Rental Payments that would otherwise be abated. In
the event that such funds are insufficient to make all payments with respect to the 2015 Bonds during the
period that the Leased Property, or portion thereof, is being restored, then all or a portion of such payments
may not be made and no remedy is available to the Trustee or the Owners under the Lease or Indenture for
nonpayment under such circumstances. Failure to pay principal, premium, if any, or interest on to the
2015 Bonds as a result of abatement of the City’s obligation to make Base Rental Payments under the
Lease is not an event of default under the Indenture or the Lease. In the event that Base Rental Payments
are abated due to damage caused by earthquake or flood, such abatement may continue indefinitely, as no
insurance for such damages is required under the Lease and the City cannot be compelled to repair or replace
the damaged Leased Property or to redeem the Bonds. See “SECURITY AND SOURCES OF PAYMENT
FOR THE 2015 BONDS — Abatement of Lease Payments.”

Notwithstanding the provisions of the Lease and the Indenture specifying the extent of abatement of
Base Rental Payments, the requirement for insurance and the application of other funds in the event of the
City’s failure to have use and occupancy of the Leased Property, the resulting Base Rental Payments of the
City may not be sufficient to pay all of the remaining principal and interest on the 2015 Bonds.

No Limitation on Incurring Additional Obligations

Neither the Lease nor the Indenture contains any limitations on the ability of the City to enter into
other obligations, without the consent of the Owners of the Outstanding Bonds, which may constitute
additional obligations payable from its General Fund. To the extent that the City incurs such additional
obligations, the City’s funds available to make Base Rental Payments may be decreased. The City is currently
liable on other obligations payable from General Fund revenues and is currently contemplating entering into
other such obligations. See APPENDIX A — “CITY GOVERNMENT AND FINANCIAL INFORMATION
— BONDED AND OTHER INDEBTEDNESS.”

Earthquake and Seismic Conditions

According to the County of San Diego Office of Emergency Services, every year approximately 500
earthquakes occur in the state of California that are large enough to be felt. San Diego County, in comparison
to other southern California areas, has sparse seismicity. However, since 1984, earthquake activity in San
Diego County has doubled over that of the preceding 50 years. The Mission Valley Library and the Light Rail
Transit System Maintenance Yard, which comprise a portion of the Leased Property, are located in areas
thought to have a greater risk of a seismic event than exists for the remainder of the Leased Property.

A major earthquake could cause widespread destruction and significant loss of life in a populated area
such as the City. If an earthquake were to substantially damage or destroy taxable property within the City, a
reduction in taxable values of property in the City and a reduction in revenues available to the General Fund to
make Lease Payments would be likely to occur. Seismic activity may also affect the use and occupancy of the
Leased Property. See “CERTAIN RISK FACTORS — Abatement” above.

There is no assurance that, in the event of a natural disaster, sufficient City reserves or Federal
Emergency Management Agency assistance would be available for the repair or replacement of any Leased
Property. The City participates in the joint purchase of insurance through the CSAC-EIA pool, which includes
earthquake coverage in limited amounts for certain scheduled locations. None of the Leased Property is
currently covered by such earthquake insurance. The Lease does not require the City to maintain earthquake
insurance coverage or to repair or restore the Leased Property if damaged by earthquake where there are no
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insurance proceeds. See “THE LEASED PROPERTY” and APPENDIX A — “CITY GOVERNMENT AND
FINANCIAL INFORMATION — RISK MANAGEMENT - Property and Flood Insurance.”

The Lease provides that, in the event that rent is abated, in whole or in part, pursuant due to damage,
destruction, title defect or condemnation of any part of the Leased Property and the City is unable to repair,
replace or rebuild the Leased Property from the Net Proceeds, if any, of insurance or eminent domain, the City
will apply for and use its best efforts to obtain any appropriate state and/or federal disaster relief in order to
obtain funds to repair, replace or rebuild the Leased Property.

Risks of Flood

The Lease does not require the City to maintain insurance coverage against loss or damage due to
flood. However, flood coverage for all components of the City Property (other than Ground Lease Sites) is
currently provided to the City through its participation in the CSAC-EIA Pool. See “SECURITY AND
SOURCES OF PAYMENT FOR THE 2015 BONDS — CSAC-EIA Pool” above and APPENDIX A — “CITY
GOVERNMENT AND FINANCIAL INFORMATION — RISK MANAGEMENT - Property and Flood
Insurance.” The City in its discretion may elect at any time to modify the designation of covered properties in
the future, in which case it is possible that none of the City Property will be covered for flood damage.

The MTS Site Lease does not require MTS to maintain insurance coverage insuring against loss or
damage due to flood. However, flood coverage for all components of the MTS Property is currently provided
to MTS through its participation in the CSAC-EIA Pool. MTS in its discretion may elect at any time to
modify the designation of covered properties in the future, in which case it is possible that none of the MTS
Property will be covered for flood damage.

The MTS Property, which is a portion of the Leased Property, is located in the 100-year flood plain as
described by the Federal Emergency Management Agency. See “THE LEASED PROPERTY.”

Constitutional and Statutory Limitations on Increase of Revenues

Article XIII A (Limitation on Ad Valorem Tax), Article XIII B (Government Spending Limitation),
Article XIII C (Voter Approval for Local Tax Levies) and Article XIII D (Assessment and Property Related
Fee Reform) of the Constitution of the State of California were each adopted as measures that qualified for the
ballot pursuant to California’s initiative process. From time to time, other initiative measures may be adopted,
which may affect the City’s revenues and its ability to expend said revenues. The above mentioned measures
and any future measures could restrict the City’s ability to raise additional funds for its General Fund. See
APPENDIX A — “CITY GOVERNMENT AND FINANCIAL INFORMATION — LIMITATIONS ON
TAXES AND APPROPRIATIONS.”

Limited Recourse on Default; Re-Letting of Leased Property

In the event of non-payment by the City of the Lease Payments, or other default by the City under the
Lease, the enforcement of any remedies provided in the Indenture and in the Lease by or on behalf of Owners
of the 2015 Bonds could prove both expensive and time consuming. Although the Indenture and the Lease
provide that if there is a default by the City under the Lease the Trustee may terminate the Lease and re-let the
Leased Property (other than the Ground Lease Sites), such Leased Property may not be easily re-leased and
any re-letting of the Leased Property could result in lease payments that would be substantially less than the
Lease Payments payable by the City under the Lease. Furthermore, due to the essential nature of the
governmental function of certain of the Leased Property, it is not certain whether a court would permit the
exercise of the remedies of repossession and re-letting with respect to any or all of such Leased Property. The
Trustee may exercise any and all remedies available pursuant to the Lease and applicable laws, but the Lease
provides that there will be no right under any circumstances to accelerate the Lease Payments not then in
default to be immediately due and payable. The Lease also provides that, notwithstanding anything to the
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contrary contained in the Lease, the Trustee will not re-enter or re-let the Leased Property upon an Event of
Default unless the Trustee or its sublessee agrees to perform the City’s obligations under any then existing
lease, sublease, license, management contract, or other agreement substantially relating to the Leased Property.

The Trustee will not re-enter or re-let the Ground Lease Sites. The Ground Lease Sites are subject to
the Existing Leases, which the Trustee cannot terminate, and the Trustee’s rights with respect to such sites are
expressly subject to the Existing Leases and the rights of the tenants thereunder. Notwithstanding anything
to the contrary in the Lease or the Indenture, neither the Authority nor the Trustee can disturb the
peaceful possession of the tenants and their successors and assigns to which they are entitled under the
Existing Leases. However, in the event of default under the Lease, the Trustee may bring an action to collect
and receive rent and other income derived by the City from the Existing Leases in an amount not to exceed the
lesser of (i) Base Rental Payments attributable to each Ground Lease Site as set forth in the Lease, and (ii) the
rent and other income from the Existing Leases actually received by the City. The City can give no assurance
that the rent received by the City under the Existing Leases for each Ground Lease Site will equal or exceed
the anticipated Base Rental Payments attributable to each Ground Lease Site.

Enforcement of Remedies

The enforcement of any remedies provided in the Lease and the Indenture could prove both expensive
and time consuming. The rights and remedies provided in the Lease and the Indenture may be limited by and
are subject to the limitations on legal remedies against cities, including State constitutional limits on
expenditures, and limitations on the enforcement of judgments against funds needed to serve the public welfare
and interest; by federal bankruptcy laws, as now or hereafter enacted; applicable State, bankruptcy, insolvency,
reorganization, moratorium, or similar laws relating to or affecting the enforcement of creditors’ rights
generally, now or hereafter in effect (see “— Bankruptcy of the City” below); equity principles which may limit
the specific enforcement under State law of certain remedies; the exercise by the United States of America of
the powers delegated to it by the Constitution; and the reasonable and necessary exercise, in certain
exceptional situations, of the police powers inherent in the sovereignty of the State and its governmental
bodies in the interest of serving a significant and legitimate public purpose. Bankruptcy proceedings or the
exercise of powers by the federal or State government, if initiated, could subject the Owners of the 2015 Bonds
to judicial discretion and interpretation of their rights in bankruptcy or otherwise, and consequently may entail
risks of delay, limitation or modification of their rights.

The legal opinions to be delivered concurrently with the delivery of the 2015 Bonds (including Bond
Counsel’s legal opinion) will be qualified, as to the enforceability of the 2015 Bonds, the Indenture, the Site
Lease, the Lease and other related documents, by bankruptcy, insolvency, reorganization, moratorium,
arrangement, fraudulent conveyance and other laws relating to or affecting creditors’ rights, to the application
of equitable principles, to the exercise of judicial discretion in appropriate cases, and to the limitation on legal
remedies against cities in the State. See “— Bankruptcy of the City” below.

No Acceleration on Default

In the event of a default under the Indenture or the Lease, there is no remedy of acceleration of the
Base Rental Payments. Owners of the 2015 Bonds would have to sue for payment of unpaid Base Rental
Payments as and when it becomes due. Any suit for money damages would be subject to the legal limitations
on remedies against cities and joint exercise of powers authorities in the State, including a limitation on
enforcement of judgments against funds needed to serve the public welfare and interest.

Risk Management and Insurance
The Lease obligates the City to maintain and keep, or cause to be maintained or kept, in force various

forms of insurance, subject to deductibles, on the City-owned Leased Property for repair or replacement in the
event of damage or destruction to such Leased Property caused by certain hazards. The City is also required to
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maintain, or cause to be maintained, use and occupancy insurance with respect to insured casualty risks. MTS
is required to maintain, or cause to be maintained, the same policies of insurance with respect to the MTS
Property as the policies of insurance required to be maintained with respect to the City-owned Leased Property
under the Lease. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS — Use and
Occupancy Insurance” and “— Insurance for the MTS Property” above. Neither the Authority nor the City
makes any representation as to the ability of any insurer to fulfill its obligations under any insurance policy
required under the Lease or the MTS Site Lease and no assurance can be given as to adequacy of any such
insurance to fund necessary repair or replacement or to pay principal and interest with respect to the 2015
Bonds.

The Lease allows the City to self-insure against any or all risks, except use and occupancy and title
defects. The MTS Site Lease allows MTS to self-insure against any or all risks, except use and occupancy and
title defects. See APPENDIX C — “SUMMARY OF LEGAL DOCUMENTS — THE LEASE — Maintenance;
Taxes; Insurance and Other Charges.”

Environmental Concerns

Owners or operators of real property, including the City and MTS, may be required by law to remedy
conditions of a property relating to releases or threatened releases of hazardous substances. The federal
Comprehensive Environmental Response Compensation and Liability Act of 1980 commonly referred to as the
“Superfund Act,” is the most widely applicable of these laws, but California laws with regard to hazardous
substances are also stringent. Under many of these laws, the owner or operator is obligated to remedy a
hazardous substance condition on the property whether or not the owner or operator created the hazardous
substance condition.

Underground Fuel Tanks

Certain of the Leased Property sites contain underground storage tanks for the storage of unleaded
gasoline, diesel fuel, motor oils and related materials. See “THE LEASED PROPERTY” herein. The fuels
used on such sites and any compressed gas storage are inherently hazardous and subject to risks, including
risks of fire, explosion, leaks and spills. The City uses such sites pursuant to environmental permits issued by
various local, State and federal authorities, and is in compliance with all permits, laws and regulations
governing the City’s use of such sites. The City’s Fleet Services Division operates and maintains the
underground storage tanks on the Leased Property to ensure compliance with all applicable codes and
regulations governing their operation and maintenance. Despite such measures, however, it is possible that
loss or damage to the Leased Property or adjacent property, or injury to persons on or near the sites, could
result from the City’s use of these sites.

Change in Law

No assurance can be given that the State or the City electorate will not at some future time adopt
initiatives or Charter amendments or that the State Legislature or the City Council will not enact legislation
that will amend the laws of the State Constitution or the City’s municipal code, respectively, in a manner that
could result in a reduction of the City’s General Fund revenues and therefore a reduction of the funds legally
available to the City to make Base Rental Payments.

Bankruptcy of the City
In addition to the limitations on remedies contained in the Indenture and the Lease, the rights and

remedies in the Lease may be limited and are subject to the provisions of federal bankruptcy laws, as now or
hereafter enacted, and to other laws or equitable principles that may affect the enforcement of creditors’ rights.
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Under Chapter 9 of the United States Bankruptcy Code (Title 11, United States Code) (the
“Bankruptcy Code”), which governs bankruptcy proceedings of public entities such as the City, no involuntary
bankruptcy petition may be filed against a public entity. However, upon satisfaction of certain prerequisite
conditions, a voluntary bankruptcy petition may be filed by the City. The filing of a bankruptcy petition
results in a stay against enforcement of remedies under agreements to which the bankrupt entity is a party. A
bankruptcy filing by the City could thus limit remedies under the Lease. A bankruptcy debtor may choose to
assume or reject executory contracts and leases, such as the Lease. In the event of rejection of a lease by
debtor lessee, the leased property is returned to the lessor and the lessor has a claim for a limited amount of the
resulting damages.

Under the Indenture, the Trustee holds a security interest in the Revenues, including Base Rental
Payments, for the benefit of the Owners of the Bonds, but such security interest arises only when the Base
Rental Payments are actually received by the Trustee following payment by the City. The Leased Property
itself is not subject to a security interest, mortgage or any other lien in favor of the Trustee for the benefit of
Owners. In the event of a bankruptcy filed by the City and the subsequent rejection of the Lease by the City,
the Authority would recover possession of the Leased Property and the Trustee, as assignee of the Authority,
would have a claim for damages against the City. The Trustee’s claim would constitute a secured claim only
to the extent of Revenues in the possession of the Trustee; the balance of such claim would be unsecured.

Bankruptcy proceedings would subject the Owners to judicial discretion and interpretation of their
rights in bankruptcy or otherwise, and consequently entail risks of delay, limitation, or modification of their
rights with respect to the Bonds. In a bankruptcy case, the amount recovered by Owners could be affected by
whether the Lease is determined to be a “true lease” or a loan or other financing arrangement (a “financing
lease™), and Owners’ recovery could be reduced in either case. If the Lease is determined by the bankruptcy
court to constitute a “true lease” (rather than a financing lease), the City could choose not to perform under the
Lease by rejecting it and the claim of the Owners could be substantially limited pursuant to Section 365 of the
Bankruptcy Code to a fraction of the scheduled amount of Base Rental Payments, and that reduced claim
amount could be impaired as an unsecured claim under a plan of adjustment. If a bankruptcy court were to
treat the Lease as a financing lease then, under a plan of adjustment, the priority, payment terms, collateral,
payment dates, payment sources, covenants and other terms or provisions of the Lease and the Bonds may be
altered. Such a plan could be confirmed even over the objections of the Trustee and the Owners, and without
their consent. For example, the amount of the Base Rental Payments from the City might be substantially
reduced because of the power of the bankruptcy court under the Bankruptcy Code to adjust secured claims to
the value of their collateral, which, as described above, could be limited to the Revenues held by the Trustee.
In addition there can be a substantial disparity in treatment based on the nature of the Leased Property.
Whether the Lease is characterized by the bankruptcy court as a true lease or a financing lease, either scenario
could result in the Owners not receiving the full amount of the principal and interest due on the Bonds.

In a bankruptcy of the City, if a material unpaid liability is owed to the San Diego City Employees'
Retirement System (“SDCERS”) or any other pension system (collectively the “Pension Systems”) on the
filing date, or accrues thereafter, such circumstances could create additional uncertainty as to the City’s ability
to make Lease Payments if the Lease is rejected. Given that municipal pension systems in California are
usually administered pursuant to state constitutional provisions and, as applicable, other state and/or city law,
the Pension Systems may take the position, among other possible arguments, that their claims enjoy a higher
priority than all other claims, that Pension Systems have the right to enforce payment by injunction or other
proceedings outside of a City bankruptcy case, and that Pension System claims cannot be the subject of
adjustment or other impairment under the Bankruptcy Code because that would purportedly constitute a
violation of state statutory, constitutional and/or municipal law. It is uncertain how a bankruptcy judge in a
City bankruptcy would rule on these matters. In addition, this area of law is presently very unsettled because
issues of pension underfunding claim priority, pension contribution enforcement, and related bankruptcy plan
treatment of such claims (among other pension-related matters) are presently the subject of litigation in the
Chapter 9 cases of several California municipalities, including Stockton and San Bernardino.
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Former Redevelopment Agency

The Former RDA was dissolved as of February 1, 2012 pursuant to State legislation that dissolved all
such redevelopment agencies statewide and the City is serving as the Successor Agency and as the successor
housing entity to the Former RDA. The Former RDA had agreements with the City pursuant to which it
contributed to debt service otherwise payable from the General Fund for certain projects. The Former RDA
had additional agreements with and obligations to the City and other parties. As part of the dissolution
process, the State Department of Finance has taken the position that a number of these agreements are invalid
resulting in liability to the General Fund for amounts that would otherwise be paid from tax increment levied
and collected in redevelopment areas. The liabilities arising from the City’s role as the Successor Agency and
the successor housing entity to the Former RDA could result in a negative, material impact to the General fund
individually or in the aggregate. See APPENDIX A — “CITY GOVERNMENT AND FINANCIAL
INFORMATION — CITY BUDGET AND RELATED MATTERS — Former Redevelopment Agency.”

State of California Financial Condition

Although improving, the State is still facing unfunded long-term liabilities, which could result in
future reductions or deferrals in amounts payable to the City by the State. The State’s financial condition and
budget policies affect local public agencies throughout California. To the extent that the State budget process
results in reduced revenues to the City, the City will be required to make adjustments to its budget. State
budget policies can also impact conditions in the local economy and could have an adverse effect on the local
economy and the City’s major revenue sources. For more information regarding the State’s financial
condition, see APPENDIX A — “CITY GOVERNMENT AND FINANCIAL INFORMATION — STATE
BUDGET INFORMATION.”

Impact of Military Spending

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

The San Diego Military Economic Impact Study (the “Military Study”) released in September 2014
by the San Diego Military Advisory Council estimates that approximately 22% of the jobs in the County for
the federal fiscal year ending September 30, 2014 were directly and indirectly related to the military.
According to the Military Study, as of September 30, 2014, there were approximately 108,600 active duty and
reserve military personnel and 24,000 full-time civilian workers directly employed by the military throughout
the County. The Military Study concludes that overall spending in the County related to the military in the
federal fiscal year ended September 30, 2014 represented approximately 20% of the County’s total gross
regional product. See “APPENDIX B—DEMOGRAPHIC AND ECONOMIC INFORMATION
REGARDING THE CITY OF SAN DIEGO—Military.”

Given the substantial role that the military plays in the local economy, significant reductions in
defense spending or the relocation of military bases out of the area could negatively impact the local economy
and, in turn, reduce revenues to the City from such major sources as property taxes, sales taxes and transient
occupancy taxes. Any direct impact on the City operations or finances is uncertain and the City is unable to
predict the extent of any negative impact on the area economy as a result of reduced military spending.

Impact of Economic Conditions on the City
The United States economy is now recovering after experiencing a severe economic recession. The

City cannot predict the extent to which fiscal problems will be encountered in this and in any future fiscal
years, and it is not clear what additional measures, if any, will be taken by the State or federal government to
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address the economic recession and budgetary deficits. Accordingly, the City cannot predict the final outcome
of future State or federal actions or the impact that such actions will have on the City’s finances and
operations. See APPENDIX A — “CITY GOVERNMENT AND FINANCIAL INFORMATION.”

Loss of Tax Exemption

As discussed under the caption “PENDING LITIGATION CHALLENGING THE 2015 BONDS”
herein, an adverse final ruling in the pending litigation challenging the validity of the 2015 Bonds could result
in interest on the 2015 Bonds being includable in gross income for purposes of federal income taxation and
State of California personal income taxation retroactive to the date the 2015 Bonds were issued.

In addition, as discussed under the caption “TAX MATTERS” herein, interest on the 2015 Bonds
could become includable in gross income for purposes of federal income taxation retroactive to the date the
2015 Bonds were issued, as a result of future acts or omissions of the Authority or the City in violation of
covenants in the Indenture and the Lease.

Current or future legislative proposals, if enacted into law, clarification of the Code or court decisions
may cause interest on the 2015 Bonds to be subject, directly or indirectly, to federal income taxation or to be
subject to or exempted from state income taxation, or otherwise prevent Beneficial Owners from realizing the
full current benefit of the tax status of such interest. Legislative changes have been proposed in Congress,
which, if enacted, would result in additional federal income tax being imposed on certain owners of tax-
exempt state or local obligations, such as the 2015 Bonds. The introduction or enactment of any of the
pending or future legislative proposals, clarification of the Code or court decisions may also affect the market
price for, or marketability of, the 2015 Bonds. Prospective purchasers of the 2015 Bonds should consult their
own tax advisors regarding any pending or proposed federal or state tax legislation, regulations or litigation, as
to which Bond Counsel expresses no opinion.

It is possible that subsequent to the issuance of the 2015 Bonds there might be federal, State, or local
statutory changes (or judicial or regulatory interpretations of federal, State, or local law) that affect the federal,
State, or local tax treatment of the 2015 Bonds or the market value of the 2015 Bonds. No assurance can be
given that subsequent to the issuance of the 2015 Bonds such changes or interpretations will not occur. See
“TAX MATTERS” below.

Should a future event of taxability occur, the 2015 Bonds are not subject to early redemption and will
remain outstanding until maturity or until redeemed under one of the other redemption provisions contained in
the Indenture.

CONTINUING DISCLOSURE

Pursuant to the Continuing Disclosure Certificate of the City (the “Disclosure Certificate”), the City
has agreed to provide, or cause to be provided, to the Municipal Securities Rulemaking Board in the manner
prescribed by the Securities Exchange Commission (the “SEC”) certain annual financial information and
operating data and notice of certain Notice Events (as described in the Continuing Disclosure Certificate). The
form of the Disclosure Certificate is attached hereto as APPENDIX F — “FORM OF CONTINUING
DISCLOSURE CERTIFICATE.” The City’s covenants in the Continuing Disclosure Certificate have been
made in order to assist the Underwriters in complying with Rule 15¢2-12(b)(5) adopted by the SEC under the
Securities Exchange Act of 1934 (the “Rule”). A failure by the City to comply with any of the covenants
therein is not an event of default under the Indenture or the Lease.

The City is party to a number of continuing disclosure undertakings with respect to securities payable
from the City’s General Fund, the Sewer Utility Fund, and the Water Utility Fund pursuant to the Rule.
During the last five years, there was one instance where the City failed to comply in all material respects with
certain of its previous undertakings with regard to the Rule. The annual reports Fiscal Year 2010 were filed
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late due to the unavailability of the City’s financial statements. The delay in releasing the audited financial
statements for Fiscal Year 2010 was principally due to the implementation of a new accounting reporting
system for the City. The City subsequently filed its audited financial statements for Fiscal Year 2010 on
October 20, 2011, and filed its annual reports for Fiscal Year 2010 in November 2011, approximately seven
months after its annual reporting deadlines under its continuing disclosure undertakings. The City timely filed
its audited financial statements and annual reports for Fiscal Years 2011, 2012, 2013 in compliance with its
continuing disclosure undertakings. The City is in the process of filing its annual reports for Fiscal Year 2014.
The City has already filed certain of its annual reports and its audited financial statements for Fiscal Year 2014
on March 13, 2015, and intends to file the remaining annual reports for Fiscal Year 2014 by the applicable
filing dates.

FINANCIAL STATEMENTS FOR FISCAL YEAR 2014

The City’s CAFR for Fiscal Year 2014, which includes the City’s audited basic financial statements as
of and for the fiscal year ended June 30, 2014, 1is available through EMMA at
http://emma.msrb.org/EP844979-EP653900-EP1055621.pdf, and are incorporated by reference herein and

constitute a part of this Official Statement.

The City’s basic financial statements as of June 30, 2014 and for the year then ended have been
audited by Macias Gini & O’Connell LLP as stated in its report dated December 5, 2014, which is included
with the financial statements. Macias Gini & O’Connell LLP as the independent auditors did not review this
Official Statement. The City did not request the consent of the independent auditors to incorporate the City’s
financial statements or the auditor’s report as a part of this Official Statement. Accordingly, the independent
auditors did not perform any procedures relating to any of the information in this Official Statement.

TAX MATTERS

In the opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach,
California, 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 2015 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, interest on the 2015 Bonds is exempt from State of
California personal income tax. Bond Counsel notes that, with respect to corporations, interest on the 2015
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.

In the opinion of Bond Counsel, the difference between the issue price of a 2015 Bond (the first price
at which a substantial amount of the 2015 Bonds of the same maturity is to be sold to the public) and the stated
redemption price at maturity with respect to such 2015 Bond constitutes original issue discount. Original issue
discount accrues under a constant yield method, and original issue discount will accrue to a 2015 Bond Owner
before receipt of cash attributable to such excludable income. The amount of original issue discount deemed
received by the 2015 Bond Owner will increase the 2015 Bond Owner’s basis in the 2015 Bond. In the
opinion of Bond Counsel, the amount of original issue discount that accrues to the Owner of a 2015 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 2015 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 and the City comply with all requirements of
the Internal Revenue Code of 1986, as amended (the “Code”), that must be satisfied subsequent to the issuance
of the 2015 Bonds to assure that interest (and original issue discount) on the 2015 Bonds will not become
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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 2015 Bonds to be included in gross income
for federal income tax purposes retroactive to the date of issuance of the 2015 Bonds. The Authority and the
City will each covenant to comply with all such requirements.

The amount by which a 2015 Bond Owner’s original basis for determining loss on sale or exchange in
the applicable 2015 Bond (generally, the purchase price) exceeds the amount payable on maturity (or on an
earlier call date) constitutes amortizable 2015 Bond premium, which must be amortized under Section 171 of
the Code; such amortizable 2015 Bond premium reduces the 2015 Bond Owner’s basis in the applicable 2015
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 2015 Bond premium may result in a 2015 Bond Owner
realizing a taxable gain when a 2015 Bond is sold by the Owner for an amount equal to or less (under certain
circumstances) than the original cost of the 2015 Bond to the Owner. Purchasers of the 2015 Bonds should
consult their own tax advisors as to the treatment, computation and collateral consequences of amortizable
2015 Bond premium.

The Internal Revenue Service (the “IRS”) has initiated an expanded program for the auditing of
tax-exempt bond issues, including both random and targeted audits. It is possible that the 2015 Bonds will be
selected for audit by the IRS. It is also possible that the market value of the 2015 Bonds might be affected as a
result of such an audit of the 2015 Bonds (or by an audit of other similar bonds). No assurance can be given
that in the course of an audit, as a result of an audit, or otherwise, Congress or the IRS might not change the
Code (or interpretation thereof) subsequent to the issuance of the 2015 Bonds to the extent that it adversely
affects the exclusion from gross income of interest (and original issue discount) on the 2015 Bonds or their
market value.

SUBSEQUENT TO THE ISSUANCE OF THE 2015 BONDS, THERE MIGHT BE FEDERAL,
STATE OR LOCAL STATUTORY CHANGES (OR JUDICIAL OR REGULATORY INTERPRETATIONS
OF FEDERAL, STATE OR LOCAL LAW) THAT AFFECT THE FEDERAL, STATE OR LOCAL TAX
TREATMENT OF THE INTEREST ON THE 2015 BONDS OR THE MARKET VALUE OF THE 2015
BONDS. LEGISLATIVE CHANGES HAVE BEEN PROPOSED IN CONGRESS, WHICH, IF ENACTED,
WOULD RESULT IN ADDITIONAL FEDERAL INCOME TAX BEING IMPOSED ON CERTAIN
OWNERS OF TAX-EXEMPT STATE OR LOCAL OBLIGATIONS, SUCH AS THE 2015 BONDS. THE
INTRODUCTION OR ENACTMENT OF ANY OF SUCH CHANGES COULD ADVERSELY AFFECT
THE MARKET VALUE OR LIQUIDITY OF THE 2015 BONDS. NO ASSURANCE CAN BE GIVEN
THAT, SUBSEQUENT TO THE ISSUANCE OF THE 2015 BONDS, SUCH CHANGES (OR OTHER
CHANGES) WILL NOT BE INTRODUCED OR ENACTED OR INTERPRETATIONS WILL NOT
OCCUR. BEFORE PURCHASING ANY OF THE 2015 BONDS, ALL POTENTIAL PURCHASERS
SHOULD CONSULT THEIR TAX ADVISORS REGARDING POSSIBLE STATUTORY CHANGES OR
JUDICIAL OR REGULATORY CHANGES OR INTERPRETATIONS, AND THEIR COLLATERAL TAX
CONSEQUENCES RELATING TO THE 2015 BONDS.

Bond Counsel’s opinions may be affected by actions taken (or not taken) or events occurring (or not
occurring) after the date of issuance of the 2015 Bonds. 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 2015 Bonds permit certain actions to 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 effect on the
exclusion from gross income of interest (and original issue discount) on the 2015 Bonds for federal income tax
purposes with respect to any 2015 Bond if any such action is taken or omitted based upon the advice of
counsel other than Stradling Yocca Carlson & Rauth, a Professional Corporation.

Although Bond Counsel will render an opinion that interest (and original issue discount) on the 2015

Bonds is excluded from gross income for federal income tax purposes provided that the Authority and the City
continue to comply with certain requirements of the Code, the ownership of the 2015 Bonds and the accrual or
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receipt of interest (and original issue discount) with respect to the 2015 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 2015 Bonds, all potential purchasers should consult their tax
advisors with respect to collateral tax consequences relating to the 2015 Bonds.

See “CERTAIN RISK FACTORS - Litigation” for the effect adverse decisions in the pending
litigation challenging the validity of the 2015 Bonds could have on the excludability of interest on the 2015
Bonds from gross income for federal tax purposes and the exemption of interest on the 2015 Bonds from State
of California personal income taxes.

Should interest on the 2015 Bonds (including any original issue discount) become includable in gross
income for federal income tax purposes, the 2015 Bonds are not subject to early redemption and will remain
outstanding until maturity or until redeemed in accordance with the Indenture.

See APPENDIX D-1 — “FORM OF BOND COUNSEL OPINION FOR SERIES 2015A BONDS”
for a form of the opinion to be provided by Bond Counsel on the date of issuance of the Series 2015A Bonds
and APPENDIX D-2 — “FORM OF BOND COUNSEL OPINION FOR SERIES 2015B BONDS” for a form
of the opinion to be provided by Bond Counsel on the date of issuance of the Series 2015B Bonds.

PENDING LITIGATION CHALLENGING THE 2015 BONDS
Series 2015A Bonds Litigation

On April 1, 2014, San Diegans for Open Government (“plaintiff”) filed the Series 2015A Bonds
Litigation as a reverse validation lawsuit in the San Diego Superior Court against the San Diego Entities and
all interested parties. San Diegans for Open Government v. City of San Diego et al., Case No. 37-2014-
00009217-CU-MC-CTL. The plaintiff sought declaratory relief to invalidate the Initial Bond Approvals, which
consist of the ordinance and resolution of the City authorizing various actions with respect to the issuance of
the 2015 Bonds and the resolution of the Authority adopted with respect to the Series 2015A Bonds, and
injunctive relief prohibiting the San Diego Entities from taking any of the actions contemplated by the Initial
Bond Approvals. The plaintiff made three primary allegations against the validity of the Initial Bond
Approvals. First, the Authority lacks the power to issue the Series 2015A Bonds because neither the Housing
Authority nor the City of San Diego as the Successor Agency to the Redevelopment Agency of the City of San
Diego are proper members of the Authority and upon the dissolution of all redevelopment agencies in
California pursuant to state statute, the Authority lost the legal authority to issue bonds. Second, the issuance
of the Series 2015A Bonds and the Series 2015B Bonds required voter approval under the California
Constitution and the City’s Charter. Third, the City failed to satisfy a requirement of the City’s municipal code
in connection with the Initial Bond Approvals. The complaint filed by the plaintiff in the Series 2015A Bonds
Litigation is attached hereto as Appendix G.

The San Diego Entities denied all the plaintiff’s allegations and requested the court render a judgment
finding that the Initial Bond Approvals and all other resolutions and actions taken by the San Diego Entities
approving the 2015 Bonds are conclusively valid and binding pursuant to Code of Civil Procedure Section 870
and any other applicable law.

On November 3, 2014, the Superior Court, in an oral ruling from the bench, ruled in favor of the San
Diego Entities. The Superior Court rejected all the plaintiff’s substantive arguments. On November 20, 2014,
the Superior Court filed its judgment in the action. A copy of such judgment and official transcript of the
Superior Court’s ruling from the bench is attached hereto as Appendix H. The plaintiff filed an appeal of the
judgment to the California Court of Appeal on December 12, 2014 where the matter is now pending. The
appeal will be heard after the issuance of the Series 2015A Bonds. Pursuant to Code of Civil Procedure
Section 860 et seq., the statute of limitations to challenge the validity of the Series 2015A Bonds and the Initial
Bond Approvals has expired. Accordingly, further lawsuits with respect to the Series 2015A Bonds and the
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related documents, including new lawsuits or an amended complaint by the plaintiff in the Series 2015A
Bonds Litigation with respect to the Initial Bond Approvals, are barred by the statute of limitations.

Upon issuance of the Series 2015A Bonds, Bond Counsel proposes to render its final approving
opinion with respect to the Series 2015A Bonds in substantially the form contained in Appendix D-1 hereto.
Such opinion includes Bond Counsel’s analysis of the allegations made by the plaintiff in the Series 2015A
Bonds Litigation and Bond Counsel’s opinion that, based on the analysis described in Bond Counsel’s final
approving opinion, such allegations are without merit in that Bond Counsel believes under the law as in effect
on the date of delivery of the Series 2015A Bonds, the California Supreme Court, acting reasonably and
properly briefed on the issues, would not conclude that the Initial Bond Approvals are invalid based on such
allegations. An opinion of counsel represents that counsel’s judgment as to the law applicable to the facts of
the matter and is not a guarantee as to such judgment.

Because there are no disputed facts in the Series 2015A Bonds Litigation, a review by an appellate
court would be de novo, that is the appellate court’s decision regarding the matters at issue in the Series 2015A
Bonds Litigation would be based on the appellate court’s own analysis and interpretation of the applicable
legal principles as applied to the undisputed facts. The City and the Authority believe that they will prevail in
the pending appeal of the Superior Court judgment in the Series 2015A Bonds Litigation. However, no
guarantee can be given as to the outcome of the appeal. In the event that the California Court of Appeal
reverses the decision of the Superior Court, the City and the Authority intend to appeal to the California
Supreme Court. If the California Supreme Court were to rule in the plaintiff’s favor or refuse to hear an appeal
by the San Diego Entities from a Court of Appeal ruling adverse to the San Diego Entities, the Series 2015A
Bonds, the Second Supplemental Indenture, the Second Amendment to Site Lease and the Second Amendment
to Facilities Lease would be invalid.

In the event of such a final adverse ruling, the Authority would not be obligated to make, and may be
precluded from making, principal and interest payments on the Series 2015A Bonds and the City would not be
obligated to make, and may be precluded from making, Lease Payments under the Second Amendment to
Facilities Lease and the Third Amendment to Facilities Lease. Even if the ruling on appeal did not preclude
the Authority from making payment on the Series 2015A Bonds, the failure of the Trustee to receive Lease
Payments as scheduled under the Second Amendment to Facilities Lease would result in the Trustee not
having sufficient money available to pay debt service on the Series 2015A Bonds.

If the California Supreme Court were to issue a final ruling in the plaintiff’s favor, or refuse to hear an
appeal by the San Diego Entities from a Court of Appeal ruling holding that the Series 2015A Bonds are
invalid, interest previously paid to Beneficial Owners of the Series 2015A Bonds would not be excludable
from gross income for federal income tax purposes and interest previously paid to Beneficial Owners of the
Series 2015A Bonds would not be exempt from State of California personal income taxes. In such an event,
Beneficial Owners may also be required to repay to the Authority any previous payments of principal and
interest made on the Series 2015A Bonds.

It is not clear what remedies, if any, the Owners and Beneficial Owners of the Series 2015A Bonds
would have in the event the Series 2015A Bonds, the Second Supplemental Indenture, the Second Amendment
to Site Lease and the Second Amendment to Facilities Lease were to be invalidated. Accordingly, prospective
investors should thoroughly review the complaint filed by the plaintiff in the Series 2015A Litigation attached
hereto as Appendix G, the Superior Court judgment and official transcript of the court’s ruling attached hereto
as Appendix H, and the form of final approving opinion of Bond Counsel attached hereto as Appendix D-1, in
connection with any decision to purchase Series 2015A Bonds.

Series 2015B Bonds Litigation

As described below, the Series 2015A Bonds Litigation could adversely affect the Series 2015B
Bonds if the City’s actions comprising the Initial Bond Approvals are invalidated. See “—Series 2015A
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Bonds Litigation” above. The Series 2015 Bonds could also be adversely affected by a ruling in the Series
2015B Bonds Litigation as described below.

On June 6, 2014, the plaintiff commenced the Series 2015B Bonds Litigation by filing a reverse
validation lawsuit in the San Diego County Superior Court against the San Diego Entities and all interested
parties. San Diegans for Open Government v. Public Facilities Financing Authority of the City of San Diego et
al., Case No. 37-2014-00018335-CU-MC-CTL. The plaintiff sought declaratory relief to invalidate the
Series 2015B Bond Approval of the Authority and injunctive relief prohibiting the San Diego Entities from
taking any of the actions contemplated by the Series 2015B Bond Approval. The plaintiff made three primary
allegations against the validity of the Series B Bond Approval that were substantially identical to the
allegations made in the Series 2015A Bonds Litigation. First, the Authority lacks the power to issue the Series
2015B Bonds because neither the Housing Authority nor the City of San Diego as the Successor Agency to the
Redevelopment Agency of the City of San Diego are proper members of the Authority and upon the
dissolution of all redevelopment agencies in California pursuant to state statute, the Authority lost the authority
to issue bonds. Second, the issuance of the Series 2015B Bonds required voter approval under the California
Constitution and the City’s Charter. Third, the City failed to satisfy a requirement of the City’s municipal code
in connection with the Series 2015B Bond Approval. The complaint filed by the plaintiff in the Series B
Litigation is attached hereto as Appendix I.

The San Diego Entities denied all the plaintiff’s allegations and requested the court render a judgment
finding that the Series 2015B Bonds, the Series 2015B Bond Approval and all other resolutions and actions
taken by the San Diego Entities approving the Series 2015B Bonds are conclusively valid and binding pursuant
to Code of Civil Procedure Section 870 and any other applicable law.

The San Diego Entities filed a motion for summary judgment requesting that the Superior Court enter
a judgment in favor of the San Diego Entities and deny plaintiff any of its requested relief. On January 12,
2015, rather than ruling on the motion for summary judgment, the Superior Court entered an order of dismissal
with prejudice in the case on the grounds that plaintiff failed to timely serve the Attorney General of the State
of California and the Treasurer of the State of California with a copy of the complaint in the Series 2015B
Bonds Litigation as required by Government Code Section 6599. Plaintiff then filed a motion pursuant to
Code of Civil Procedure Section 473 requesting relief from the Superior Court for its failure to properly serve
the complaint in a timely manner. On January 27, 2015, that motion was denied by the Superior Court.
Copies of the order of dismissal and the order denying relief from the order of dismissal are attached hereto as
Appendix J. A dismissal with prejudice is a final disposition of the case by the Superior Court, and plaintiff is
not permitted to amend and refile the complaint, but is permitted to appeal the ruling. Plaintiff did not timely
file an appeal from the January 9, 2015 order of dismissal but on March 3, 2015 filed an appeal of the January
27, 2015 order denying relief from the order of dismissal. The San Diego Entities believe that this appeal was
not timely filed and intend to file a motion to dismiss the appeal. Pursuant to Code of Civil Procedure Section
860 et seq., the statute of limitations to challenge the validity of the Series 2015B Bonds has expired.
Accordingly, further lawsuits with respect to the Series 2015B Bonds and the related documents, including
new lawsuits or an amended complaint by the plaintiff in the Series 2015B Bonds Litigation with respect to the
Series 2015B Bond Approval are barred by the statute of limitations.

Upon issuance of the Series 2015B Bonds, Bond Counsel proposes to render its final approving
opinion with respect to the Series 2015B Bonds in substantially the form contained in Appendix D-2 hereto.
Such opinion includes Bond Counsel’s analysis of the allegations made by the plaintiff in the Series 2015B
Bonds Litigation and the Series 2015A Bonds Litigation and Bond Counsel’s opinion that, based on the
analysis described in Bond Counsel’s final approving opinion, such allegations are without merit in that Bond
Counsel believes under the law as in effect on the date of delivery of the Series 2015B Bonds, the California
Supreme Court, acting reasonably and properly briefed on the issues, would not conclude that the Series B
Bond Approval or the Initial Bond Approvals are invalid based on such allegations. An opinion of counsel
represents that counsel’s judgment as to the law applicable to the facts of the matter and is not a guarantee as to
such judgment.
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Because there are no disputed facts in the Series 2015B Bonds Litigation and the Series 2015A Bonds
Litigation, a review by an appellate court would be de novo, that is the appellate court’s decisions regarding
the matters pursued by the plaintiff in the Series 2015B Bonds Litigation and the Series 2015A Bonds
Litigation would be based on the appellate court’s own analysis and interpretation of the applicable legal
principles as applied to the undisputed facts. The City and the Authority believe that they will prevail in the
pending appeal in the Series 2015B Bonds Litigation and the pending appeal in the Series 2015A Bonds
Litigation. However, no guarantee can be given as to the outcome of any appeal in either case. In the event
that the California Court of Appeal reverses the decision of the Superior Court in either case, the City and the
Authority intend to appeal to the California Supreme Court. If the California Supreme Court were to rule in
the plaintiff’s favor or refuse to hear an appeal by the San Diego Entities from a Court of Appeal ruling in
plaintiff’s favor, the Series 2015B Bonds, the Third Supplemental Indenture, the Third Amendment to Site
Lease and the Third Amendment to Facilities Lease would be invalid.

In the event of such a final adverse ruling, the Authority would not be obligated to make, and may be
precluded from making, principal and interest payments on the Series 2015B Bonds and the City would not be
obligated to make, and may be precluded from making, Lease Payments under the Third Amendment to
Facilities Lease related to the Series 2015B Bonds. Even if the ruling on appeal did not preclude the Authority
from making payment on the Series 2015B Bonds, the failure of the Trustee to receive Lease Payments as
scheduled under the Third Amendment to Facilities Lease would result in the Trustee not having sufficient
money available to pay debt service on the Series 2015B Bonds.

If the California Supreme Court were to issue a final ruling in the plaintiff’s favor, or refuse to hear an
appeal by the San Diego Entities from a Court of Appeal ruling holding that the Series 2015B Bonds are
invalid, interest previously paid to Beneficial Owners of the Series 2015B Bonds would not be excludable
from gross income for federal income tax purposes and interest previously paid to Beneficial Owners of the
Series 2015B Bonds would not be exempt from State of California personal income taxes. In such an event,
Beneficial Owners may also be required to repay to the Authority any previous payments of principal and
interest made on the Series 2015B Bonds.

It is not clear what remedies, if any, the Owners and Beneficial Owners of the Series 2015B Bonds
would have in the event the Series 2015B Bonds, the Third Supplemental Indenture, and the Third Amendment
to Facilities Lease were to be invalidated. Accordingly, prospective investors should thoroughly review the
complaint filed by the plaintiff in the Series 2015A Bonds Litigation attached hereto as Appendix G, the
Superior Court judgment attached hereto as Appendix H, the complaint filed by the plaintiff in the Series
2015B Bonds Litigation attached hereto as Appendix I, the Superior Court order of dismissal with prejudice
and the order denying relief from the order of dismissal attached hereto as Appendix J, and the form of final
approving opinion of Bond Counsel attached hereto as Appendix D-2, in connection with any decision to
purchase Series 2015B Bonds.

LITIGATION

Except as disclosed in this Official Statement, there is no controversy of any nature now pending
against the City or the Authority or, to the knowledge of their respective responsible officers, threatened,
seeking to restrain or enjoin the issuance, sale, execution or delivery of the 2015 Bonds or the related
documents, or in any way contesting or affecting the validity of the 2015 Bonds or any proceedings of the City
or the Authority taken with respect to the issuance or sale thereof, or the pledge or application of any moneys
or security provided for the payment of the 2015 Bonds or the use of the 2015 Bond proceeds. There is,
however, other litigation pending against the City unrelated to the 2015 Bonds. See APPENDIX A — “CITY
GOVERNMENT AND FINANCIAL INFORMATION - LITIGATION POTENTIALLY ADVERSELY
AFFECTING THE GENERAL FUND.”
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CERTAIN LEGAL MATTERS

Certain legal matters incident to the authorization, issuance and sale of the 2015 Bonds and with
regard to the tax-exempt status of the interest on the 2015 Bonds (see “TAX MATTERS”) are subject to the
legal opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, Bond Counsel to the City and
the Authority. The signed legal opinion of Bond Counsel for each series of the 2015 Bonds will be delivered
to the initial purchasers of the 2015 Bonds at the time of original delivery of the 2015 Bonds. The proposed
form of the legal opinion of Bond Counsel for the Series 2015A Bonds is set forth in APPENDIX D-1 —
“FORM OF BOND COUNSEL OPINION FOR SERIES 2015A BONDS.” The proposed form of the legal
opinion of Bond Counsel for the Series 2015B Bonds is set forth in APPENDIX D-2 — “FORM OF BOND
COUNSEL OPINION FOR SERIES 2015B BONDS.”

Bond Counsel undertakes no responsibility for the accuracy, completeness or fairness of this Official
Statement. Certain legal matters will be passed on for the City and the Authority by Stradling Yocca Carlson
& Rauth, a Professional Corporation, Disclosure Counsel, and by the City Attorney. Bond Counsel and
Disclosure Counsel will receive compensation contingent upon the sale and delivery of the 2015 Bonds.

RATINGS

Fitch Ratings and Standard & Poor’s Ratings Services, a Standard and Poor’s Financial Services LLC
business, have assigned the ratings of “A+ with stable outlook and “AA-" with stable outlook, respectively, to
the 2015 Bonds. Such credit ratings and outlooks reflect only the views of such organizations and any desired
explanation of the significance of such credit ratings and outlooks should be obtained from the rating agency
furnishing the same, at the following addresses: Fitch Ratings, One State Street Plaza, New York, New York
10004, and Standard & Poor’s, 55 Water Street, New York, New York 10041.

The City furnished to the rating agencies certain information, including information that may not be
included herein. Generally, a rating agency bases its rating on the information and materials furnished to it and
on investigations, studies and assumptions of its own. There is no assurance such ratings will continue for any
given period of time or that a rating will not be revised downward or withdrawn entirely by the applicable
rating agency, if in the judgment of such rating agency, circumstances so warrant. The City undertakes no
responsibility to oppose any such revision, suspension or withdrawal. Any such downward revision,
suspension or withdrawal of the ratings obtained, or other actions by a rating agency relating to its rating, may
have an adverse effect on the market price and marketability of the 2015 Bonds.

UNDERWRITING

The 2015 Bonds are being purchased by Citigroup Global Markets Inc., Wells Fargo Bank, National
Association, Loop Capital Markets LLC and J.P. Morgan Securities LLC (the “Underwriters”). The

Underwriters have agreed to purchase the Series 2015A Bonds at a price of $ (being
$ aggregate principal amount thereof, less Underwriters’ discount of $ plus
original issue premium of $ ) and to purchase the Series 2015B Bonds at a price of
$ (being $ aggregate principal amount thereof, less Underwriters’ discount of
$ plus original issue premium of $ ). The purchase agreement relating to the 2015

Bonds provides that the Underwriters will purchase all of the 2015 Bonds if any are purchased. The obligation
to make such purchase is subject to certain terms and conditions set forth in such purchase agreement, the
approval of certain legal matters by counsel and certain other conditions.

The Underwriters may offer and sell the 2015 Bonds to certain dealers and others at prices lower than

the offering prices stated on the inside cover page hereof. The offering prices may be changed from time to
time by the Underwriters.
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Wells Fargo Bank, National Association is serving as both underwriter and trustee for the 2015 Bonds.
Wells Fargo Securities is the trade name for certain securities-related capital markets and investment banking
services of Wells Fargo & Company and its subsidiaries, including Wells Fargo Bank, National Association.

MUNICIPAL ADVISOR

Public Financial Management, Inc. (the “Municipal Advisor”) has acted as Municipal Advisor to the
City in conjunction with the issuance of the 2015 Bonds. The Municipal Advisor has assisted the City in
preparation of this Official Statement and in other matters related to the planning, structuring, execution and
delivery of the 2015 Bonds. The Municipal Advisor will receive compensation contingent upon the sale and
delivery of the 2015 Bonds.

The Municipal Advisor has not audited, authenticated or otherwise independently verified the
information set forth in the Official Statement, or any other information related to the City with respect to the
accuracy or completeness of disclosure of such information. The Municipal Advisor makes no guaranty,
warranty or other representation respecting the accuracy or completeness of this Official Statement or any
other matter related to this Official Statement.

MISCELLANEOUS

This Official Statement has been duly approved, executed and delivered by the Authority and has been
duly approved, executed and delivered by the City.

There are appended to this Official Statement, among other things, a summary of certain provisions of
the principal legal documents, the proposed forms of the opinions of Bond Counsel, a general description of
the City and a description of DTC’s Book-Entry Only System. The Appendices are integral parts of this
Official Statement and must be read together with all other parts of this Official Statement.

This Official Statement is not to be construed as a contract or agreement between the Authority or the
City and the purchasers or Owners of any of the Series 2015 Bonds. Any statements made in this Official
Statement involving matters of opinion, whether or not expressly so stated, are intended merely as an opinion
and not as representations of fact. The information and expressions of opinion herein are subject to change
without notice and neither the 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 financial condition, results of
operations or any other affairs of the City or the Authority since the date hereof.

PUBLIC FACILITIES FINANCING AUTHORITY OF
THE CITY OF SAN DIEGO

By:

Chair

THE CITY OF SAN DIEGO

By:

Chief Financial Officer
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APPENDIX A
CITY GOVERNMENT AND FINANCIAL INFORMATION

This Appendix A to the Official Statement covers general information about the City of San Diego’s
(the “City”) governance structure, budget processes, reserves, property taxation system and other tax and
revenue sources, City expenditures, including labor relations, employment benefits and retirement costs, and
investments, bonds and other long-term obligations. The information and data within this Appendix A are the
latest data available to the City;, however, events or circumstances may have changed since the dates of the
data presented.

As explained under “SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS” in the
front part of this Official Statement, the 2015 Bonds (as defined in this Official Statement) are payable solely
from Revenues pledged under the Indenture consisting primarily of the Base Rental Payments (as defined in
this Official Statement) to be made by the City under the Lease and certain other money held by the Trustee
under the Indenture. The 2015 Bonds are not a debt of the City, the State of California (‘the “State”), or any
of its political subdivisions, and none of the City, the State or any of its political subdivisions is liable thereon.

GENERAL
Profile of the City of San Diego

The City was incorporated in 1850. The City is comprised of 342 square miles and, as of January 1,
2014, the California Department of Finance estimates the population to be 1,345,895. The City, with
approximately 10,400 full-time and part-time employees as of June 30, 2014, provides a full range of
governmental services, which include police and fire protection, sanitation and health services, construction
and maintenance of streets and infrastructure, recreational activities and cultural events, and maintenance and
operation of the water and sewer utilities.

The General Fund is the principal operating fund of the City. Departments within the General Fund
provide core community services, such as public safety (including police and fire protection), parks and
recreation, library services, and refuse collection, as well as vital support functions such as finance, legal and
human resources. These core services are primarily supported by major revenue sources that include property
tax, sales tax, transient occupancy tax, and franchise fees.

Governing Structure

The City operates under and is governed by the laws of the State and the City Charter (the “Charter”),
as periodically amended since its adoption by the electorate in 1931. The City operates under a “Strong
Mayor” form of government. Under the Strong Mayor form of government, the Mayor, who is elected to a
four-year term and may serve up to two consecutive terms, is the Chief Executive Officer of the City and has
direct oversight over all City functions and services, except for the City Council, Personnel, City Clerk,
Independent Budget Analyst, Ethics Commission, City Attorney and City Auditor departments.

The City Council is composed of nine members who are elected to staggered four-year terms and may
serve up to two consecutive terms. The City Council is presided over in open meetings by the City Council
President, who is selected by a majority vote of the City Council. The Mayor presides over City Council in
closed session meetings of the City Council. The City Council retains its legislative authority; however, all
City Council resolutions and ordinances are subject to a veto of the Mayor except for certain ordinances
including emergency declarations and the City’s annual Salary and Appropriation Ordinances. The City
Council may override a Mayoral veto with six votes. The City Attorney, who is elected for a four-year term,
serves as the chief legal advisor of and attorney for the City and all departments. The City Attorney is also
limited to two consecutive terms in office.
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Accounting Practices

The City’s accounting policies conform to generally accepted accounting principles applicable to
governmental entities. The City’s Governmental Funds, including the General Fund, use the modified accrual
basis of accounting. Under the modified accrual basis of accounting, revenues are recorded when both
available and measurable. Licenses, permits, parking citation and certain other revenues, 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 from litigation and self-insurance, which
are recorded in the period due and payable. Proprietary and Fiduciary Funds use the accrual basis of
accounting. Under the accrual basis of accounting, revenues are recognized when earned, and expenses are
recorded when a liability is incurred.

The City prepares financial statements annually in conformity with generally accepted accounting
principles for governmental entities, which are audited by an independent auditing firm. The City’s most
recent financial statements for the Fiscal Year ended June 30, 2014 were audited by Macias Gini & O’Connell
LLP, CPAs. (For ease of reference, references in this APPENDIX A to any particular Fiscal Year (e.g., Fiscal
Year 2014) shall mean the Fiscal Year ending June 30 of the referenced year).

CITY BUDGET AND RELATED MATTERS
Budget Process
Budget Development

The City’s budgetary process begins with the development of a Five-Year Financial Outlook, which
serves as a guiding document for long-range fiscal planning and provides the framework for the development
of the City’s annual operating budget. The City’s most recently published outlook is the Fiscal Year 2016-
2020 Five-Year Financial Outlook (the “Five Year Outlook™), which was released on November 14, 2014 and
will be the basis for the Fiscal Year 2016 budget. See “—Five Year Financial Outlook” below.

General Fund revenues and expenditures are established and balanced through the budgeting process
and included in the Mayor’s proposed budget, along with changes to the non-general funds and capital
improvement projects. The budget document is created, presented by the Mayor to the City Council, and made
public by April 15 in compliance with the Charter. The Mayor’s proposed budget for Fiscal Year 2016 (the
“Fiscal Year 2016 Proposed Budget”) will be released by April 15, 2015 and will be available on the City’s
website. Set forth in the Mayor’s proposed budget are the anticipated revenues and expenditures of the
General Fund, certain Special Revenue Funds, Capital Project Funds, Enterprise Funds, Internal Service
Funds, and certain debt service funds for the ensuing Fiscal Year. Additionally, project-length financial plans
are presented to and adopted by the City Council for the Capital Improvements Program.

The City’s budgets for Governmental Funds, such as the General Fund, Debt Service Funds, Special
Revenue Funds, and Capital Project Funds are prepared based on the modified accrual basis of accounting
(revenues are recognized in the accounting period in which they become available and measurable, and
expenditures are recognized in the accounting period in which the fund liability is incurred) except that the
increase/decrease in reserve for advances and deposits to other funds and agencies are considered as
additions/deductions of expenditures. The budget for the City’s Proprietary Funds, which are comprised of
Enterprise Funds and Internal Service Funds, are prepared on the modified accrual basis of accounting with the
exception that revenues are recognized when they are earned. The City’s budget excludes unrealized gains or
losses resulting from the change in fair value of investments and proceeds from capital leases. These
calculations are performed solely for financial statement reporting purposes to be in compliance with
Generally Accepted Accounting Principles (GAAP).



Budget Review

The proposed budget is reviewed by City Council and available for review by the public upon its
presentation by the Mayor, no later than April 15. During the month of May, the City Council holds a series of
public budget hearings to obtain input from City residents on spending priorities. The Mayor then releases in
May revisions to the proposed budget, which contains the Mayor’s recommended changes to the budget based
on updated policy related issues, revised current Fiscal Year-end expenditure and revenue projections, and
revised projections of revenues and expenditures in the next fiscal year.

Budget Adoption

As required by the Charter, the City Council adopts the annual budget by June 15 of each Fiscal Year.
The City is not aware of the City Council ever having failed to adopt an annual budget by June 15. Within five
business days of City Council’s approval, the Mayor has the discretion to line-item veto any budget
modifications approved by the City Council. In turn, the City Council has five business days within which to
override the Mayor’s veto. The Appropriation Ordinance that enacts the budget into law (the “Appropriation
Ordinance”) is prepared by the Chief Financial Officer and the City Attorney based on the approved budget
and the adopted Salary Ordinance. The Appropriation Ordinance is presented to the City Council for review
and adoption in July, following two noticed public hearings as required by the Charter. Amendments to the
adopted budget require City Council approval, except as delegated in the annual Appropriation Ordinance.

Budget Monitoring

The City’s Financial Management Department and Comptroller’s Office monitor fund balances, as
well as revenue and expenditure projections, throughout the Fiscal Year. The Comptroller’s Office prepares
monthly and periodic reports to the City Council that serve as a summary of the year-to-date financial activity
of the General Fund and certain other budgeted funds. The Financial Management Department prepares an
analysis of actual and projected financial activity for the entire fiscal year on a quarterly basis by issuing three
budget monitoring reports during the year (First Quarter, Mid-Year, and Year-End Budget Monitoring
Reports). The First Quarter Budget Monitoring Report includes three months of actual budgetary data. In
accordance with Municipal Code Section 22.0229, after six months of actual budgetary data, the Mayor
recommends to the City Council mid-year budget adjustments for any projected deficit or surplus. The Year-
End Budget Monitoring Report is prepared incorporating nine months of actual results. The Year-End Budget
Monitoring Report is typically released at the same time as the City Council’s first public hearing on final
budget decisions for the upcoming fiscal year. This allows the City Council to have the most current budget
information available for the current fiscal year prior to making decisions on the budget for the upcoming
fiscal year.

If revenues decline and/or expenditures increase, various alternatives are considered, including
alternative funding sources, budget reductions or reallocations of funds between departments to support the
ongoing activities of the City. The City also maintains a variety of reserves that are available for expenditure
subject to City Council approval and in accordance with the City’s Reserve Policy. See “-Reserves” below.

Five Year Summary of Financial Results

Tables A-1 and A-2 present the Balance Sheet and the Statement of Revenues, Expenditures, and
Changes in Fund Balance of the City’s General Fund, respectively, for Fiscal Years 2010 through 2014.



TABLE A-1
CITY OF SAN DIEGO
BALANCE SHEET FOR THE GENERAL FUND
Fiscal Years 2010 through 2014
(in thousands)

(audited)
ASSETS 2010 2011 2012 2013 2014
Cash and Investments"® $101,059  $222,352  $236,030 $242330 $ 322,758
Receivables:
Taxes — Net® 67,070 66,170 84,110 66,132 72,755
Accounts — Net 8,569 12,359 9,846 10,676 8,530
Claims 214 214 214 214 221
Notes and Loans — Net® - - 21,094 - -
Accrued Interest 493 498 477 593 535
Grants - 1 -- -- 1,186
From Other Funds® 1,000 6,510 1,600 - 38,805
Investment in Joint Venture 1,688 2,055 -- - -
Advances to Other Funds -- -- -- 1,693 1,548
Advances to Other Agencies - 45 44 1,083 3,730
Land Held for Resale'® - 9,403 7,769 - -
Prepaid Items -- -- 1,707 -- --
Total Assets $ 180,093 $ 319,607 $ 362,891 $ 322,721 $ 450,068
LIABILITIES
Accounts Payable” $ 15446 $ 16,765 $ 18,172 $ 27,015 $ 34,141
Accrued Wages and Benefits" 27,469 36,475 40,838 43,564 48,594
Due to Other Funds® 220 - 7,769 - -
Due to Other Agencies 17 26 34 1,025 50
Unearned Revenue - 2,563 -- - -
Deferred Revenue'” 21,558 17,661 17,005 18,673 -
Contract Deposits 360 369 523 339 403
Total Liabilities $ 65,070 $ 73.859 $ 84341 $ 90.616 $ 83,188
TOTAL DEFERRED INFLOWS OF
RESOURCES"® - - -- - $ 16,766
FUND BALANCE
Post-GASB 54"
Nonspendable” - $ 22,140 $ -- $ 1,248
Restricted $ 145,880 102,104 60,507 104,885
Committed @) 1,183 44,831 50,560 147,053
Assigned 38,153 -- 8,717 5,575
Unassigned 60,532 109.475 112,321 91,353
Total Fund Balance $ 245,748 $ 278,550 $ 232.105 $ 350,114
Total Liabilities & Fund Balance $ 319,607 $ 362,891 $ 322,721 $ 450,068
Pre-GASB 54
Reserves:
Reserved for Encumbrances $ 6307
Reserved for Advances & Deposits --
Reserved for Investment in Joint Venture 1,689
Unreserved:
Designated for Unrealized Gains 1,816
Designated for Subsequent Years” Expenditures 197
Undesignated 105,014
Total Fund Balance $ 115,023
Total Liabilities & Fund Balance $ 180,093

(footnotes (unaudited) to Table A-1 appear on next page)
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Government Accounting Standards Board Statement No. 54 (“GASB 54”) was implemented in Fiscal Year 2011, causing
certain variances between the reporting of Fiscal Year 2010 and Fiscal Year 2011.

In Fiscal Year 2014, additional funds were consolidated with the General Fund that had previously been presented
separately in the Comprehensive Annual Financial Report. The addition of these funds has caused certain variances from
Fiscal Year 2011 through Fiscal Year 2013 as compared to Fiscal Year 2014.

The increase in Fiscal Year 2012 is a result of a residual balance of property tax from the dissolution of the Former RDA (as
defined herein).

The increase in Fiscal Year 2012 was due to the recording of a receivable due from the Successor Agency Trust Fund, as a
result of the dissolution of the Former RDA. The fund balance component of this receivable was reported as Nonspendable
fund balance. This receivable was reduced to $0 in Fiscal Year 2013 to reflect the legal uncertainty regarding its
collectability.

Due From Other Funds increased in Fiscal Year 2011 resulting from a loan to the TransNet Fund. The loan was repaid in
Fiscal Year 2012 and was executed to cover a negative cash balance resulting from the timing of TransNet receipts. In
Fiscal Year 2014 the increase was primarily due to a loan to front construction fund expenses charged to bond funds. The
loan was repaid in Fiscal Year 2015 subsequent to receipt of bond construction fund proceeds from the trustee.

Land Held for Resale related to housing projects was reported in the General Fund as part of GASB 54 implementation.
These assets were transferred in Fiscal Year 2013 to the Low-Moderate Income Housing Fund.

Fiscal Year 2013 amounts were restated in Fiscal Year 2014 due to a correction of accrued expenditures.

The increase in Fiscal Year 2012 was due to a payable balance due to the Successor Agency Trust Fund, as a result of the
dissolution of the Former RDA.

Government Accounting Standards Board Statement No. 65 (“GASB 65”) was implemented in Fiscal Year 2014,
eliminating use of the term deferred in the financial statements. These assets and liabilities are now reported as “Deferred
Outflows of Resources” and “Deferred Inflows of Resources.” Deferred Revenue recorded in Fiscal Years 2010-2013 is
now recorded in Fiscal Year 2014 as a Deferred Inflow of Resources.

Restricted Fund Equity decreased in Fiscal Year 2013 as a result of the low and moderate housing assets and liabilities being
transferred from the General Fund to the Low-Moderate Housing Fund. The increase in Fiscal Year 2014 is a result of a
contribution to the emergency reserve of approximately $27.1 million per the City’s reserve policy and the consolidation of
certain funds previously classified as special revenue.

A clarification in the implementation guidance of GASB 54 was issued between Fiscal Years 2011 and 2012. The
clarification resulted in the Assigned fund balance being reclassified as Committed. The increase in Committed in Fiscal
Year 2014 is a result of the consolidation of the Worker’s Compensation Fund and Public Liability Fund.

Source: Table: Fiscal Years 2010 - 2014 Comprehensive Annual Financial Reports, Comptroller’s Office, City of San Diego.

Footnotes: Comptroller’s Office, City of San Diego.

[Remainder of Page Intentionally Left Blank]



REVENUES"
Property Taxes”

Sales Taxes®

Transient Occupancy Taxes"

Other Local Taxes"
Licenses and Permits
Fines, Forfeitures and Penalties®®
Revenues from Federal Agencies

Revenues from Other Agencies

TABLE A-2

CITY OF SAN DIEGO
STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCE FOR THE GENERAL FUND

)

(7)

Revenues from Private Sources

Revenues from Use of Money and Property

Charges for Current Services®

Other Revenue
Total Revenues

EXPENDITURES"

Current:

General Government and Other Support Services

Neighborhood Services'”

Public Safety!'”

Parks, Recreation and Culture

Transportation

Sanitation and Health

Capital Outlay
Debt Service:

Principal Retiremen

Interest

Total Expenditures

DEFICIENCY OF REVENUES UNDER

EXPENDITURES

OTHER FINANCING SOURCES (USES)"
Transfers from Proprietary Funds'"?
Transfers from Other Funds

t(ll)

(13)

Transfers to Proprietary Funds
Transfers to Other Funds""”

Net Income (Loss) from Joint Venture
Proceeds from the Sale of Capital Assets
Capital Leases'"
TOTAL OTHER FINANCING SOURCES (USES)

Extraordinary Gain/Loss

EXCESS (DEFICIENCY) OF REVENUES AND
OTHER FINANCING SOURCES OVER (UNDER)
EXPENDITURES AND OTHER FINANCING USES
FUND BALANCE AT JULY 17

FUND BALANCE AT FOLLOWING JUNE 30

(footnotes (unaudited) to Table A-2 follow)

(16)

(14)

(in thousands)

Fiscal Years Ended June 30, 2010 through 2014

(audited)

2010 2011 2012 2013 2014
$ 391,382 § 384,023 § 408,776 $ 412,204 $ 460,592
192,650 215,873 227,650 240,922 254,219
65,222 73,399 78,268 83,904 89,673
73,260 70,994 74,818 74,691 117,347
28,024 28,621 31,117 32,772 34,952
30,179 31,598 62,976 29,656 30,327
2,859 1,431 1,608 1,341 1,875
6,007 8,773 969 7,645 7,399
14 1,016 - 84 2,647
40,615 49,923 51,679 56,263 58,637
127,536 181,006 181,682 155,389 186,547
7.859 4.505 6,239 8,686 16,403
$ 965607 $§ 1.051.162 $ 1,125,782 $ 1.103.557 $ 1,260,618
$§ 230,270 $ 259,782 § 233,122 $§ 247,644 $ 264,867
15,845 25,767 60,255 30,994 28,295
563,475 574,248 586,663 599,333 652,266
121,269 114,375 112,569 119,226 135,879
62,884 42,704 58,772 58,813 65,178
73,461 66,320 62,874 63,270 80,543
- 776 894 1,351 5,554
2,640 10,391 11,580 11,688 32,478
2.888 5,030 3.580 4,905 1,979
$ 1,072,732 § 1,099.393 §$ 1,130,309 $ 1,137,224 $ 1,267,040
(107,125) (48.231) (4,527) (33.667) (6,423)
5,723 1,983 17,013 20,127 27,109
140,595 158,874 74,273 85,228 27,798
(10,157) (2,852) (30,234) (13,013) (9,134)
(28,426) (22,601) (36,390) (61,665) (37,804)
21 - 3 - -
- - -- 2.824 22.850
$ 107,756 § 135404 $§ 24665 $ 33,501 $ 30,819
- - 12,664 (46,279) (21,067)
631 87,173 32,802 (46,445) 3,330
114,392 158,575 245,748 278.550 346.784
§ 115,023 § 245748 $ 278,550 $ 232,105 $§ 350,114
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GASB 54 was implemented in Fiscal Year 2011 causing certain variances between the reporting of Fiscal Year 2010 and
Fiscal Year 2011. In Fiscal Year 2014, additional funds were consolidated with the General Fund that had previously been
presented separately in the Comprehensive Annual Financial Report. The addition of these funds has caused certain
variances from Fiscal Year 2011 through Fiscal Year 2013 as compared to Fiscal Year 2014.

Does not include sales tax triple flip or vehicle license fees. For a discussion of sales tax triple flip, see “— Major Revenue
Sources — Sales Tax” below. Property Tax revenue increased in Fiscal Year 2012 mainly due to the dissolution of the
Former RDA. The increase in Fiscal Year 2014 is primarily due to a one-time residual distribution related to the Non-
Housing DDR of the Successor Agency’s Non-Housing Assets.

Includes Proposition 172 safety sales tax revenues and sales tax triple flip.

Includes the General Fund portion of Transient Occupancy Tax (5.5% of the 10.5% levy) only; the balance (5.0% of the
10.5% levy) is allocated to Special Promotional Programs. Of this 5% balance, approximately 1% may be budgeted in the
General Fund as discretionary revenue and for Special Promotional Programs in the General Fund.

Other Local Taxes are local taxes and fees including revenues from Franchise Fees and Property Transfer Tax. Starting
Fiscal Year 2014, additional funds were consolidated into the General Fund, which include revenues previously classified
under Gas Tax Fund and Environmental Growth Fund.

In Fiscal Year 2012, Fines, Forfeitures, and Penalties increased primarily due to the $27 million settlement awarded to the
City from SDG&E for the 2007 San Diego wildfires.

In Fiscal Year 2012, the decrease in Revenues from Other Agencies was primarily due to the State of California elimination
of motor vehicle license fee revenue. The increase in Fiscal Years 2013 and 2014 was due to reimbursements to the City
from the Successor Agency for administrative costs.

Charges for Services decreased in Fiscal Year 2013 primarily due to the reclassification of Gas Tax revenues to Transfers
from Other Funds.

In Fiscal Year 2012, Neighborhood Services expenditures increased due to the transfer of the Redevelopment Cooperation
Agreement Funds to the Successor Agency. Fiscal Year 2013 amount restated in Fiscal Year 2014 due to a correction of
accrued expenditures.

Public Safety expenditures increased from Fiscal Year 2013 to Fiscal Year 2014 due to an increase in retirement
contributions and flexible benefit costs.

Principal Retirement expenditures and Other Financing Sources — Capital Leases increased from Fiscal Year 2013 to 2014
due to the refinancing of certain capital leases.

In Fiscal Year 2012, the Transfers from Proprietary Funds increased due to investments in the Customer Care Solutions
application by Public Utilities.

In Fiscal Year 2012, the decrease in Transfers From Other Funds was due to the dissolution of the Former RDA.

In Fiscal Year 2012, the increase in Transfers to Proprietary Funds was due to a $27 million cash transfer received from
SDG&E for the 2007 San Diego wildfires. Capital expenditures (comprised of equipment purchased by several different
departments) are shown separately from other operational expenditures in Fiscal Year 2011.

In Fiscal Year 2013, transfers from the General Fund to CIP increased by approximately $9 million, and a transfer of low-
moderate housing related assets and liabilities netting to approximately $14 million was made from the General Fund to the
newly established Low-Moderate Income Housing Special Revenue Fund.

In Fiscal Year 2012, the extraordinary gain was due to the dissolution of the Former RDA. In Fiscal Year 2013, the
extraordinary loss was due to the establishment of an allowance for uncollectible interfund loans from the Successor
Agency. In Fiscal Year 2014, the extraordinary loss was due to a one-time payment to the Successor Agency to partially
fund the Due Diligence Review payment.

The beginning fund balance for Fiscal Year 2011 and 2014 increased from the ending fund balance for Fiscal Year 2010 and
2013, respectively, due to the consolidation of funds, pursuant to GASB 54, that had previously been reported separately
from the General Fund in the CAFR.

Source: Table: Fiscal Years 2010 - 2014 Comprehensive Annual Financial Reports, Comptroller’s Office, City of San Diego.

Footnotes: Comptroller’s Office, City of San Diego.
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General Fund Operating Budget Summary

Set forth in Table A-3 below are the City’s actual results on a budgetary basis for Fiscal Year 2013

and Fiscal Year 2014 and the City’s Fiscal Year 2015 Adopted Budget for the General Fund.

TABLE A-3
CITY OF SAN DIEGO
GENERAL FUND
OPERATING BUDGET SUMMARY
Fiscal Years 2013 through 2015
(in thousands)

Fiscal Year

Fiscal Year

Fiscal Year

2013 2014 2015
Actuals on a Actuals on a
Budgetary Budgetary Adopted
Basis™ Basis™ Budget

REVENUE SOURCES:

Property Tax® $ 412,204 $ 460,592 $ 445429
Sales Tax 232,939 245,932 257,106
Property Transfer Tax 6,968 8,309 9,176
Transient Occupancy Tax 83,904 89,673 92,332
Licenses and Permits®® 32,772 34,952 24,460
Fines, Forfeitures, and Penalties 29,656 30,327 28,929
Interest Earnings 4,379 313 1,414
Franchises 67,723 71,953 72,044
Other Rents and Concessions 49,036 48,639 45912
Revenue from Other Agencies/Private Sources 8,754 11,067 9,495
Charges for Current Services® 155,102 164,739 120,721
Transfers from Other Funds 91,739 104,719 77,133
Other Revenue 8,862 5,170 4,399
Fund Balance Appropriation®® 0 0 13,872
Total General Fund Revenues and Transfers $ 1,184,038 $ 1,276,385 $ 1,202,422
EXPENDITURES:

Public Safety $ 596,848 $ 635,862 $ 618,405
Parks, Recreation, Culture and Leisure 122,008 132,968 133,465
Sanitation and Health 63,553 68,110 77,116
Transportation 59,371 62,166 49,575
Neighborhood Services 22,992 23,832 26,356
General Government and Support™® 215,601 248,164 200,901
Capital Projects 1,183 3,022 3,356
Debt Service 7,632 3,977 4,087
Transfers to Other Funds 91,276 73.290 89.161
Total General Fund Expenditures and Transfers $ 1,180,464 $ 1,251,391 $ 1,202,422

(O]

2

3)

Actuals on a Budgetary Basis are prepared using the modified accrual basis of accounting except that (1) encumbrances
outstanding at year-end are considered expenditures (in Fiscal Year 2013 only), (2) the increase/decrease in reserve for
advances and deposits are considered as additions/deductions of expenditures, and (3) unrealized gains/losses resulting from
the change in fair value of investments are excluded, and (4) proceeds from capital leases are excluded.

The variance in Property Tax is primarily due to a one-time $34.9 million residual distribution in Fiscal Year 2014 of
Redevelopment Property Tax Trust Fund (RPTTF) revenue as a result of the Successor Agency’s payment of the Non-
Housing Due-Diligence Review.

Licenses and Permits revenue decreased in Fiscal Year 2015 due to restructure of Parking Meter Operations out of the
General Fund and into a Special Revenue Fund.



@ Charges for Services Revenue decreased in Fiscal Year 2015 due to a restructure of the Engineering and Capital Projects

Department out of the General Fund and into an Internal Service Fund. Also, expenditures for General Government and
Support decreased due to this restructure.
The Fiscal Year 2015 Adopted General Fund Budget includes an appropriation of Fund Balance of $13.9 million. This
appropriated fund balance was used for a one-time transfer to the Public Liability Reserve and for Council District
Community Projects, Programs and Services in Fiscal Year 2015.
Source: Table: Fiscal Year 2013 and Fiscal Year 2014: Comprehensive Annual Financial Report, Comptroller’s Office, City of
San Diego; Fiscal Year 2015: Financial Management, City of San Diego.
Footnotes: Comptroller’s Office, City of San Diego; and Financial Management, City of San Diego.

)

Fiscal Year 2015 Budget

The City’s budget for Fiscal Year 2015 (the “Fiscal Year 2015 Adopted Budget”) reflects a balanced
General Fund budget of $1.20 billion. The General Fund budget is approximately 40.0 % of the City’s total
Fiscal Year 2015 Adopted Budget of $3.01 billion. The General Fund budgeted expenditure level for Fiscal
Year 2015 reflects a net decrease of $49.0 million, compared to the actual results for Fiscal Year 2014 at $1.25
billion. In the development of the Fiscal Year 2015 Adopted Budget, a one-time reduction in the General Fund
and corresponding increases in the Special Revenue and Internal Service Funds is primarily attributed to the
restructure of the Public Works — Engineering and Capital Projects Department from the General Fund to an
internal service fund and the restructure of the Parking Meter Operations program from the General Fund to a
Special Revenue Fund.

The Fiscal Year 2015 Adopted Budget General Fund expenditures are higher than the General Fund
revenues by $13.9 million which is supported by the appropriation of prior year-end fund balance. The Fiscal
Year 2015 Adopted General Fund Budget includes 6,975.29 budgeted full-time equivalent (“FTE”) positions, a
net decrease of 292.21 FTE positions from the Fiscal Year 2014 Adopted General Fund Budget, primarily due
to the restructure of two General Fund departments to Internal Service and Special Revenue Funds.

The General Fund’s four largest revenue sources - property tax (37.0%), sales tax (21.4%), transient
occupancy tax (“TOT”) (7.7%), and franchise fees (6.0%) - account for approximately $866.9 million or
72.1% of the total budgeted General Fund revenues in Fiscal Year 2015.

Fiscal Year 2015 Mid-Year Budget Monitoring Report

The Fiscal Year 2015 Mid-Year Budget Monitoring Report, released on February 20, 2015 and
revised on February 26, 2015, projects a year-end General Fund budgetary surplus of $4.9 million, with $14.2
million of revenues projected to be over budget and $9.3 million in expenditures projected over budget. The
City Council has authorized $3.9 million allocated to prefund the Public Liability Reserve and the Long-term
Disability Reserve to Fiscal Year 2016 Reserve Policy levels, which are 40% and 100% respectively.

Presented below are Major General Fund Revenue Projections based on the Fiscal Year 2015 Mid-
Year Budget Monitoring Report.



General Fund Major Revenue Projections
Fiscal Year 2015 Mid-Year Budget Monitoring Report
($ in millions)

Revenue Source Adopted Year-End Variance  Variance %
Budget Projection

Property Tax $445.4 $446.6 $1.2 0.3%

Sales Tax 257.1 259.1 2.0 0.8%

Transient Occupancy Tax"" 923 94.5 2.2 2.3%

Franchise Fees™”" 70.7 76.1 5.4 7.7%

(" Total City Fiscal Year 2015 Adopted Budget for Transient Occupancy Tax is $176.3 million and the projection is $180.4
million. The balance is budgeted in the Transient Occupancy Tax Fund.

@ Total City Fiscal Year 2015 Adopted Budget for Franchise Fees is $137.1 million and the projection is $151.6 million. The
balance is budgeted in the Environmental Growth and Underground Surcharge Funds.

©® The total General Fund Franchise Fee revenue is $72.0 million as shown in Table A-3, which includes $1.3 million to fund
the vehicles tow program within the Police departmental budget. The above table does not include the $1.3 million amount.

Source: Financial Management, City of San Diego.

Five Year Financial Outlook

The City’s Fiscal Year 2016-2020 Five-Year Financial Outlook (“Five-Year Outlook™) guides long-
range fiscal planning and serves as the framework for development of the Fiscal Year 2016 Adopted Budget.
This is the tenth Outlook the City has published since November 2006 and incorporates projected General
Fund revenues and information on the methodology and basis for those projections, and priority appropriation
needs in General Fund departments over the next five fiscal years. This Five-Year Outlook focuses on
identified Priority Initiatives for the coming fiscal years, as well as providing additional information on
departmental requests submitted in the development of the Five-Year Outlook. This document is not a budget,
and therefore does not include all departmental requests that may be identified and considered in the
preparation of the Fiscal Year 2016 Proposed Budget and future budgets. The Priority Initiatives identified in
the Five-Year Outlook are: (1) Infrastructure and Neighborhood Investments; (2) Public Safety; (3)
Technology Improvements to better serve the public; and, (4) Transparency and Open Data Initiatives. Priority
departmental submissions for future budgetary appropriations have been grouped into these categories for the
Fiscal Year 2016 Budget

The Five-Year Outlook is built on the Fiscal Year 2015 Adopted Budget less one-time revenues and
expenditures from the Fiscal Year 2015 Adopted Budget and includes updated revenue and expenditure
projections for Fiscal Year 2016 through Fiscal Year 2020. The Five-Year Outlook projects an estimated
$58.5 million surplus for the City’s Fiscal Year 2016 General Fund budget with a projected surplus of $164.1
million by Fiscal Year 2020. The Five-Year Outlook projects that all four major revenue sources (property tax,
sales tax, transient occupancy tax, and franchise fees) will increase in Fiscal Year 2016, however, the rate of
increase in outer years is expected to slow returning to more normal levels of growth.

The four Priority Initiatives mentioned above are the focus of the Five-Year Outlook to allocate
resources to infrastructure, neighborhoods, public safety, technology improvements, and transparency
initiatives while maintaining strong financial management practices. The Priority Initiative categories identify
revenues and expenditures for programs and services in addition to the General Fund’s ongoing revenues and
expenditures included in the Fiscal Year 2016-2020 projections. Incorporating these Priority Initiatives to the
City’s Fiscal Year 2016-2020 projections results in a projected surplus of $2.9 million for Fiscal Year 2016,
increasing to $61.8 million by Fiscal Year 2020. The revenue and expenditure projections will be updated
during the development of the Fiscal Year 2016 Proposed Budget.
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Reserves
City Reserve Policy

The City Charter Section 91 requires the City to create and maintain a “General Reserve Fund” to
meet cash obligations for the first four months or other necessary period of each Fiscal Year prior to the
collection of taxes. The City fulfills this requirement through the City’s pooled investment fund and if
necessary through the sale of tax and revenue anticipation notes.

In 2008, the City Council established a “City Reserve Policy”, which sets forth the City’s approach to
establishing and maintaining adequate reserves across the spectrum of City operations, including the General
Fund (the “General Fund Reserves”) and Risk Management (the “Risk Management Reserves”). The City
Reserve Policy is reviewed biennially, with any updates and changes approved by the City Council. An
updated City Reserve Policy (“Revised Reserve Policy”) was reviewed and approved by the City Council in
July 2014.

General Fund Reserves

The Revised Reserve Policy updated in July 2014 restructured the General Fund reserve levels into
two primary categories: the Emergency Reserve and the Stability Reserve. The Emergency Reserve target is
set at 8.0% and the Stability Reserve makes up the remaining 6.0% of the overall 14.0% goal under the
Revised Reserve Policy. Any funds above 14.0% are considered to be Excess Equity which are spendable and
unrestricted General Fund fund balance that is not assigned to General Fund Reserves.

In the event either of these reserves is reduced below the amount established by the Revised Reserve
Policy, the Mayor is required to prepare a plan as promptly as conditions warrant to replenish such reserve
balance to policy levels.

Emergency Reserve. The Emergency Reserve is maintained for the purpose of sustaining General
Fund operations in the case of a public emergency such as a natural disaster or other unforeseen catastrophic
event. The Emergency Reserve is not to be accessed to meet operating shortfalls or to fund new programs or
personnel. This reserve may be expended only if an event is determined to be a public emergency by a two-
thirds vote of the City Council, when such expenditures are necessary to ensure the safety of the City’s
residents and their property.

Stability Reserve. The Stability Reserve is maintained to mitigate financial and service delivery risk
due to unexpected revenue shortfalls or unanticipated critical expenditures. The purpose of this reserve is to
provide budgetary stabilization and not serve as an alternative funding source for new programs.
Recommendations to appropriate from the Stability Reserve will be brought forward by the Mayor and require
approval by a majority of the City Council.

The fund balance of the General Fund includes the Emergency Reserve and Stability Reserve, and the
spendable and unrestricted fund balance referred to as Excess Equity in the City’s Reserve Policy. The City’s
Revised Reserve Policy requires the total General Fund reserves equal 14.0% of the most recent three-year
average of annual audited General Fund operating revenues. The audited Fiscal Year 2014 ending fund
balance was $182.5 million, or 17.1% of the three-year average of Fiscal Year 2011 through Fiscal Year 2013
audited General Fund operating revenues, exceeding the required reserve by 3.1%, or $32.7 million (amounts
exceeding the required reserve are referred to as the “Excess Equity””). The Fiscal Year 2014 ending fund
balance is comprised of $85.6 million in the Emergency Reserve, $64.2 million in the Stability Reserve, and
$32.7 million in Excess Equity, a portion of which was appropriated in Fiscal Year 2015 ( $12.8 million was
budgeted to the Public Liability Reserve Fund and $1.7 million was budgeted for City Council Community
Projects, Programs and Services).
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Based on the activity projected in the Fiscal Year 2015 Mid-Year Budget Monitoring Report, the
ending fund balance for Fiscal Year 2015 is projected to be $169.8 million, or 15.1% of the average of Fiscal
Year 2012 through Fiscal Year 2014 audited General Fund operating revenues. The required reserves have
increased due to higher operating revenues in Fiscal Year 2015. After accounting for the required reserve level
of 14.0%, or $157.4 million, and the projected funding of $1.1 million for the City Council Community
Projects, Programs and Services in Fiscal Year 2016, the available Excess Equity is projected to be $11.34
million, for Fiscal Year 2015.

Risk Management Reserves

Additionally, the City maintains separate Risk Management Reserves in order to provide funding for
claims made against the City. The Risk Management Reserves include the Workers’ Compensation Fund
Reserve, the Long-Term Disability Fund Reserve, and the Public Liability Fund Reserve. See “RISK
MANAGEMENT - Self Insurance — Workers’ Compensation and Long-Term Disability” and “— Public
Liability Insurance” herein.

All operating funds including General Fund and the enterprise funds contribute a pro rata amount
equal to a specified rate based on the gross employee salaries paid from all the operating funds, to both the
Workers’ Compensation Fund Reserve and the Long-Term Disability Fund Reserve. These contributions
consist of the funding for current expenditures and for the annual reserve contributions as specified in the
Revised Reserve Policy.

Workers’ Compensation Fund Reserve. The Workers’ Compensation Fund Reserve is maintained as a
contingency in the event the annual expense for claims exceeds the annual “pay-go” budgeted amount.
Consistent with the Revised Reserve Policy, year to year fluctuations in the City’s outstanding liability are
factored into the City’s Workers’ Compensation Fund contributions to achieve a target reserve level equal to
25% of the average outstanding liability for the three most recent fiscal years.

As of June 30, 2014, the outstanding balance in the Worker’s Compensation Fund Reserve was $47.2
million, or 26.6% of the three year average of the outstanding liability for Fiscal Years 2012 through 2014.
The projected Fiscal Year 2015 reserve is $48.5 million, or 25%, per the Five Year Outlook. This is the
updated three year average of the outstanding liability reported in the actuarial valuations for Fiscal Year 2012
through Fiscal Year 2014.

Long-Term Disability Fund Reserve. The Long-Term Disability Fund Reserve is maintained to fund
self-insured claims in the event the annual expense for a claim exceeds the annual “pay-go” budgeted amount.
As of June 30, 2014, the outstanding balance in the Long Term Disability Reserve was $14.8 million and is
projected to be approximately $16.7 million as of June 30, 2015 per the Five Year Outlook. The target level,
based on the average outstanding liability reported in the actuarial valuations for Fiscal Year 2012 through
Fiscal Year 2014, is $18.3 million by the end of Fiscal Year 2016 as reported in the Five Year Outlook. The
City planned to make an additional contribution of $1.6 million ($1.1 million General Fund and $0.5 million
non-general funds) in Fiscal Year 2016 to meet the target level of 100% funding. The City Council approved
pre-funding the General Fund contribution of $1.1 million for Fiscal Year 2016 on March 2, 2015. The City is
evaluating the feasibility of purchasing a commercial insurance policy to cover liability claims as an alternative
to the current practice of self-insurance.

Public Liability Fund Reserve. The Public Liability Fund Reserve is maintained as a contingency in
the event the annual expense for claims exceeds the “pay-go” budgeted amount. Consistent with the Revised
Reserve Policy, year to year fluctuations in the City’s outstanding liability are factored into the City’s Public
Liability Fund contributions to achieve certain incremental reserve targets annually and achieve a final target
reserve level equal to 50% of current estimated outstanding public liability obligations by Fiscal Year 2019.
The City Council approved pre-funding the General Fund $2.8 million contribution for Fiscal Year 2016 on
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March 2, 2015. With this approval, the City has reached the Fiscal Year 2016 target reserve level of 40% one
year early.

The Public Liability Fund Reserve receives an annual allocation solely funded from the City General
Fund, as approved by City Council in the annual budget ordinance. The allocation includes funding for current
expenditures and for the annual reserve contribution as specified in the Revised Reserve Policy.

The balance in the Public Liability Fund Reserve was $39.6 million as of June 30, 2014 and is
projected to be $35.1 million as of June 30, 2015 per the Five Year Outlook. Based on the average value of
outstanding liability for Fiscal Years 2012 through 2014, a total contribution of $12.3 million is projected for
Fiscal Years 2016 through Fiscal Year 2019, in order to meet the 50% target level of $47.4 million by Fiscal
Year 2019.

Potential Impacts from Federal and State Budget

Federal fiscal policies and State budget actions can impact the General Fund adversely. Direct
funding contributed by federal and state governments for the General Fund for Fiscal Year 2014 is projected to
be less than one percent (1%) of revenues. Although federal and state contributions are not a major revenue
source to the General Fund, federal and State budget decisions can negatively impact the local economy which,
in turn, can result in lower revenues to the General Fund from the major sources such as property taxes, sales
taxes and TOT revenues.

Given the current uncertainty regarding federal fiscal policy and its impact on the State, and the
inherent volatility in the State’s revenue system, the City cannot fully anticipate the impacts of these factors on
the revenues or expenditures of the City. The City cannot predict the extent of any fiscal problems that will be
encountered in this or in any future Fiscal Years, and it is not clear what measures will be taken by the State or
federal government to address current or future economic conditions. Future federal and State budgets will be
affected by national economic conditions and other factors over which the City will have no control. Also, the
City cannot predict what actions will be taken in the future by the State Legislature and the Governor to
address the State’s budget challenges, or the impact that such actions will have on the City’s finances and
operations. 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. See “STATE BUDGET INFORMATION”
herein.

Major Revenue Sources
Property Taxes

Property tax revenue is the City’s largest revenue source, representing 37.0% of the total General
Fund revenue for the Fiscal Year 2015 Adopted Budget. The County of San Diego (the “County’) assesses
and collects secured and unsecured property taxes for the cities, school districts, and special districts within the
County, including the City. The delinquency dates for property tax payments are December 10 for the first
installment and April 10 for the second installment. 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, periodically and typically pursuant to a published schedule. 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 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, the City believes that General Fund revenue requirements could be met for a limited
period of time 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.” The City does not
participate in a Teeter Plan, which is an alternate method for allocating property taxes by counties. A Teeter
Plan allows counties to allocate 100% of property taxes levied for a city in exchange for retaining future
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delinquent tax payments, penalties and interest. Since the City does not participate in the Teeter Plan, it
receives taxes, penalties and interest on delinquent taxes as collected by the County.

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 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 two 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 property is subject to sale by the County Tax Collector.

Property taxes on the unsecured roll are due following the January 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)
commencing 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) seizing and selling 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 or decrease 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. 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.

Property taxes allocated to the City include an amount to compensate cities for the loss of motor
vehicle license fees. Motor Vehicle License Fees (“MVLF” or “VLF”) are levied as a percentage of an
automobile’s purchase price, subject to depreciation, and are paid annually to the California Department of
Motor Vehicles at the time of registration. The fees are then forwarded to the State Controller’s Office, which
allocates the funds to local governments per capita on a monthly basis. Beginning in 1999, the MVLF
underwent a series of offsets, first initiated by the State Legislature as part of the 1998-1999 Budget
agreement. These offsets ultimately resulted in a 67.0% reduction in the effective MVLF rate, from 2.0% of a
vehicle’s value to 0.65%. To compensate cities and counties for the tax offset, the State began providing State
General Fund revenue to cities and counties on a dollar-for-dollar basis, known as the MVLF backfill. As part
of the Fiscal Year 2005 State Budget agreement, the MVLF rate was statutorily reduced to 0.65%, thereby
eliminating the MVLF backfill. Cities were compensated for the loss in MVLF revenue with increased
property tax revenues. Although the MVLF rate has subsequently increased, the City does not share in this
increase.

Property taxes allocated to the City also include a special tax levy of $0.005 per $100 of assessed

value, authorized by the Charter for the maintenance of zoological exhibits in Balboa Park. These funds are
remitted to the San Diego Zoological Society, a not-for-profit corporation independent from the City that
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manages the zoo, in accordance with a contractual agreement with such society. As required by the Charter,
these revenues are collected in the Zoological Exhibits Fund, a special revenue fund.

Fiscal Year 2015 Property Tax Budget. The total Fiscal Year 2015 property tax budget is $445.4
million, which includes additional property tax distributions from the Former RDA. See “—Former
Redevelopment Agency” below. The Fiscal Year 2015 Adopted Budget for property tax revenue, excluding
property tax revenue from the Former RDA, is $428.3 million, consisting of $314.3 million of 1% property tax
levy and $114.0 million of “in-lieu of VLF” property tax revenue. The property tax budget was developed
based on the City’s assessed valuation growth of 6.2 percent as well as stronger home sales, increases in
median home price, a positive California CPI in calendar year 2013 and a projected decrease in the number of
foreclosures. In addition, the Fiscal Year 2015 Adopted Budget includes $4.2 million in tax sharing pass-
through payment from the Former RDA as part of the Recognized Obligations Payment Schedule (“ROPS”),
and $12.9 million in anticipated residual property tax payments. The residual property tax payments are the
City's proportionate share of funds remaining in the Redevelopment Property Tax Trust Fund (“RPTTF”) after
ROPS requirements have been met.

In the Fiscal Year 2015 Mid-Year Budget Monitoring Report, property tax revenue is projected to be
slightly above budget at year-end. The projected increase from the current budget is primarily due to a residual
distribution from the Redevelopment Property Tax Trust Fund (“RPTTF”) and an increase in the MVLF
backfill payment. The mid-year projection also reflects a $2.9 million increase from the projection in the First
Quarter Report due to a $2.8 million increase in RPTTF revenue and a $100,000 increase in the 1.0% base
property tax receivables. The year-end projection for the 1.0% base property tax varies from the current
budget by $400,000 due to slight variations in the current secured and unsecured categories. The MVLF
backfill payment varies from the current budget by $1.4 million as a result of the actual payment being higher
than budgeted.

The property tax projection includes a total tax sharing pass-through payment of $4.2 million from the
former Redevelopment Agency based on projections for the upcoming Recognized Obligation Payments
Schedule (“ROPS”) and is reflected in the current budget. In addition to tax sharing pass-through payments,
the City will also receive residual property tax payments. The residual property tax payment is the City’s
proportionate share of funds remaining in the RPTTF after the ROPS requirements have been met. The
projected residual property tax payment is approximately $13.1 million, $200,000 over budget.

[Remainder of Page Intentionally Left Blank]
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Table A-4 presents the assessed valuation within the City for each of the last ten Fiscal Years.

TABLE A4
CITY OF SAN DIEGO
ASSESSED VALUATION V@@
Fiscal Years Ended June 30, 2006 through 2015
(in thousands except for percentages)

(unaudited)
Total Gross Annual Assessed

Fiscal Unsecured Assessed Valuation %

Year Secured Property Property Valuation” Change
2006 $139,172,550 $7,696,421 $146,868,971 12.88%
2007 155,066,168 8,521,431 163,587,599 11.38
2008 170,609,523 8,300,343 178,909,866 9.37
2009 180,350,011 8,798,580 189,148,591 5.72
2010 178,991,464 9,076,918 188,068,382 -0.57
2011 176,479,695 8,826,634 185,306,329 -1.47
2012 177,922,657 8,581,900 186,504,557 0.65
2013 177,302,834 8,762,568 186,065,402 -0.24
2014 184,757,253 9,213,895 193,971,148 4.25
2015 196,336,517 9,724,519 206,061,036 6.23

" The official date of assessment is the first day of January preceding the Fiscal Year during which taxes are levied. For

example, January 1, 2014 is the official assessment date for property taxes due during Fiscal Year 2015.
Does not include state assessed utility property.
Reflects incremental value allocated to former redevelopment project areas.
@ Total assessed valuation before various exemptions are deducted. Fiscal Year 2014 exemptions equaled approximately $10
million.
Source: Fiscal Years 2006 — 2014: Comprehensive Annual Financial Report Statistical Section (unaudited), Comptroller’s
Office, City of San Diego. Fiscal Year 2015: Assessor’s Office, County of San Diego.

)
3)

[Remainder of Page Intentionally Left Blank]
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Table A-5 shows the City’s secured tax collections for each of the ten Fiscal Years shown.

TABLE A-5
SECURED TAX LEVIES AND COLLECTIONS
Fiscal Years 2005 through 2014
(in thousands except for percentages)

(unaudited)
Current Year
Collections as Total Collections as
Fiscal Current Year Percentage of Total Tax Percentage of
Year Tax Levy Collections Current Tax Levy Collections Current Tax Levy
2005 $227,422 $213,173 93.73% $221,126 97.23%
2006 255,211 240,895 94.39 249,047 97.58
2007 272,983 257,034 94.16 266,172 97.50
2008 289,235 271,657 93.92 281,842 97.44
2009 299,935 284,212 94.76 299,200 99.75
2010 297,208 284,600 95.76 298,538 100.45
2011 293,617 283,978 96.72 297,049 101.17
2012 295,977 289,500 97.81 298,151 100.73
2013 299,311 293,557 98.08 301,487 100.73
2014 315,046 308,592 97.95 315,811 100.24

Source: Fiscal Year 2014 Comprehensive Annual Financial Report Statistical Section (unaudited), Comptroller’s Office, City
of San Diego.
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Table A-6 below indicates the ten largest secured and unsecured property taxpayers in the City for the
tax roll of Fiscal Year 2014.

TABLE A-6
PRINCIPAL PROPERTY TAXPAYERS IN CITY OF SAN DIEGO
Tax Roll for Fiscal Year 2014
(in thousands, except for percentages)

(unaudited)
Taxable Percent of Total
Assessed City Taxable
Taxpayers Type of Business Value Assessed Value

Irvine Co. Real Estate $ 1,618,629 0.88%
Qualcomm, Inc Electronics 1,434,626 0.78
Kilroy Realty, LP Real Estate 1,428,488 0.78
Are SD Region Exchange LLC Real Estate 853,654 0.46
Host Hotels Resorts LP Hotel Management 781,415 0.42
One Park Boulevard LLC Hotel Management 612,551 0.33
OCSD Holdings Real Estate 488,798 0.27
Fashion Valley Mall, LLC Developer 476,580 0.26
Arden Realty LTD. Partnership Real Estate 455,245 0.25
SeaWorld Parks Entertainment 436,958 0.24
TOTAL $ 8,586,944 4.67%

Source: Fiscal Year 2014 Comprehensive Annual Financial Report Statistical Section (unaudited), Debt Management
Department, City of San Diego.

Sales Tax

Sales tax is collected and distributed by the State Board of Equalization. The sales tax rate is
established by the State Legislature. Sales tax is the City’s second largest revenue source representing 21.4%
of General Fund revenues in the Fiscal Year 2015 Adopted Budget.

The City’s sales tax revenues shown in Table A-3 include a reimbursement from property taxes that
the City will receive as a result of the “triple flip.” Triple flip is the shift enacted by the State in Fiscal Year
2005 whereby local governments shift one-quarter of a cent of their Bradley-Burns Sales and Use Tax to the
State to pay economic recovery bonds in exchange for an equivalent amount of property tax. Sales Tax
projections include the anticipated end of the “triple flip,” which is now scheduled to occur in Fiscal Year
2016. The end of the “triple-flip” is projected to result in a one-time increase in sales tax revenue. Based on
current estimates of the timeline to unwind the “triple flip,” the City will accrue a one-time increase of $12.6
million in sales tax revenue in Fiscal Year 2016.

Collected at the point of sale, sales tax receipts are remitted to the State Board of Equalization, which
allocates tax revenue owed to the City in the form of monthly payments. According to the Bradley-Burns
Sales and Use Tax law, cities are to receive one cent of the total 7.50 cent statewide sales tax levied on each
dollar of taxable sales (one-fourth of which is now received as property tax). In addition to the Bradley-Burns
sales tax, San Diego County voters approved a half-cent supplemental sales tax in 1987 to fund the San Diego
Transportation Improvement Program (“TransNet”), resulting in a total countywide sales tax of 8.0%. The
TransNet sales tax was renewed in 2008 for an additional 40-year term. TransNet sales tax revenues are not
City General Fund revenues, are restricted to transportation projects and are not available to pay the City’s
General Fund lease obligations. The 8.0% sales tax also includes a half-cent sales tax known as the
Proposition 172 safety sales tax, which the California voters approved in 1993 for the purpose of funding local
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public safety expenditures, and a quarter-cent sales tax increase effective January 1, 2013, which the California
voters approved at the November 2012 election.

Fiscal Year 2015 Sales Tax Budget. The Fiscal Year 2015 General Fund Adopted Budget for sales tax
revenues is $257.1 million (excluding Proposition 172 safety sales tax), consisting of $190.4 million in sales
tax revenue and $66.7 million in triple-flip reimbursements. The Fiscal Year 2015 Adopted Budget for sales
tax assumed an improvement in consumer confidence and lower unemployment compared to previous years.

In the Fiscal Year 2015 Mid-Year Budget Monitoring Report, sales tax revenue is projected to exceed
the Adopted Budget at fiscal year-end by $2.0 million, primarily due to continued growth in consumer
spending in almost all industry groups. The City can provide no assurance that actual sales tax receipts will
not be materially less than projected. See Official Statement, APPENDIX B—“DEMOGRAPHIC AND
ECONOMIC INFORMATION REGARDING THE CITY — Table B-4” for historic taxable transactions in the
City.

Transient Occupancy Tax

The City’s TOT is levied at 10.5 cents per dollar of the daily room price in hotels and motels used by
visitors staying in San Diego for fewer than 30 consecutive days. The TOT is allocated pursuant to the City
Municipal Code, with guidelines provided by the City Council Policy 100-3. Of the 10.5 cents of collected
TOT, 5.5 cents is allocated toward general government purposes; 4.0 cents is allocated to special programs to
promote the City’s cultural amenities and natural attractions and to support the City’s General Fund
departments that provide services related to promoting local tourism; and the remaining 1.0 cent is allocated
for any purposes approved by the City Council.

San Diego’s local attractions, natural amenities, and proximity to other popular tourist sites continue
to make the area a top destination. According to estimates from the San Diego Tourism Authority (the
“Tourism Authority”), there will be 34.6 million visitors in calendar year 2015 in San Diego, which is a 2.3%
increase than in calendar year 2014. The average hotel occupancy is expected to increase by 1.0% to be at
75.4% in calendar year 2015. Although the region remains a popular spot for vacations and conventions, future
economic weakness and other factors could have an adverse impact on tourism in San Diego and, in turn,
could result in a reduction in TOT.

Fiscal Year 2015 Transient Occupancy Tax Budget. The Fiscal Year 2015 Adopted Budget for TOT
revenues is $176.3 million. Of the total budgeted amount, $92.3 million in TOT revenue are allocated to the
General Fund, which comprises 7.7% of the General Fund revenue budget. The remaining funds are allocated
to Special Promotional Programs, which includes the one-cent City Council discretionary TOT funding
budgeted to be transferred to the General Fund and TOT allocated for reimbursement of General Fund tourism
related expenditures. The TOT revenue estimate for Fiscal Year 2015 is based on the growth in receipts
experienced over the past two calendar years and projections for continued increases in overnight visitors. As a
result, growth in TOT receipts is expected to continue through the remainder of Fiscal Year 2015.

In the Fiscal Year 2015 Mid-Year Budget Monitoring Report, General Fund TOT revenue is projected
to exceed budget at fiscal year-end by $2.2 million, or 2.3%, primarily due to gains in occupancy and room
rates, and an increase in overnight visitors to San Diego during calendar year 2014.

For further discussion of tourism in the City and County, see APPENDIX B — “DEMOGRAPHIC
AND ECONOMIC INFORMATION REGARDING THE CITY — Tourism.”

Franchise Fees

Franchise fees revenue results from agreements with private utility companies in exchange for use of
the City’s rights-of-way. Currently, San Diego Gas and Electric (“SDG&E”), Cox Communications, Time
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Warner Cable, and AT&T are the primary sources of franchise fee revenue to the City. In addition, the City
collects franchise fees from private refuse haulers that conduct business within its borders. The revenue
received from such agreements is based on a percentage of gross sales.

SDG&E, the single largest contributor of franchise fee revenue, is charged 3.0% of the gross sales of
gas and electricity within the City. In addition, the City receives a 3.5% surcharge on SDG&E’s electricity
sales for the undergrounding of electric utility lines that was approved by the California Public Utilities
Commission in December 2002. The City also generates franchise fee revenue by collecting 5.0% of gross
revenues from Cox Communications, Time Warner Cable, and AT&T. Refuse hauler fees are imposed on
private refuse haulers depending on tonnage per year: Class I haulers (less than 75,000 tons per year) or Class
IT haulers (more than 75,000 tons per year).

Fiscal Year 2015 Franchise Fees Budget. The Fiscal Year 2015 Budget includes $72.0 million in
franchise fee revenue, which comprises 6.0% of the General Fund revenue budget. The budget is based on the
average growth of actual receipts in previous year.

The Fiscal Year 2015 General Fund Budget for SDG&E franchise fee revenue is $40.0 million. The
revenue from cable franchise fees is primarily from Cox Communications, Time Warner Cable and AT&T.
The Fiscal Year 2015 Adopted Budget includes cable franchise fee revenue of $18.1 million.

Another category of franchise fee revenue is from private refuse haulers and is based on the total
amount of refuse hauled annually. The Fiscal Year 2015 Adopted Budget for refuse hauler franchise fee
revenue from refuse haulers is $9.5 million. The City also budgeted $3.0 million in franchise fees from the
EDCO and Sycamore Landfill facilities, $1.3 million from the vehicle tow program, and $0.2 million from
other franchise fee sources.

In the Fiscal Year 2015 Mid-Year Budget Monitoring Report a surplus of $5.4 million is projected for
total franchise fee revenue at year-end as compared to the Adopted Budget. The projected increase in
franchise fees is attributed to increases in revenue from SDG&E and cable companies. The increase in SDG&E
franchise fee revenue is primarily due to increased energy rates and consumption. The increase in cable
franchise fees is due to increased receipts from all cable providers. SDG&E has implemented several rate
increases approved by the Public Utilities Commission after the adoption of the Fiscal Year 2015 budget. The
increase in revenues is partially offset with increases in electricity costs for all City departments (including $2
million for General Fund departments).

Former Redevelopment Agency

The Redevelopment Agency of the City of San Diego (the “Former RDA”) was dissolved as of
February 1, 2012. The City is serving as the Successor Agency to the Former RDA and as the successor
housing entity to the Former RDA. The Successor Agency is a separate and distinct legal entity from the City,
whereas the successor housing entity is the City, not a separate legal entity. The role of the Successor Agency
is to wind down the activities of the Former RDA. On December 2, 2013, the California Department of
Finance (DOF) issued a finding of completion to the Successor Agency, signifying the Successor Agency’s
completion of three lump-sum payments of unencumbered funds to the San Diego County Auditor-Controller
for pro rata distribution to the local taxing entities, including the City. The Successor Agency made one of
those lump-sum payments — in the amount of $89.6 million — in July 2012, shortly after the Former RDA’s
dissolution, and made two of those payments — in the amounts of $13.3 million and $167.3 million,
respectively — in 2013 related to the two-part due diligence review of the Former RDA’s affordable housing
funds and non-housing funds. The dissolution laws do not set forth a process for any additional mandatory
lump-sum payments of this nature. At this time and absent any new legislation by the State, the City does not
expect significant additional payments to be made from the General Fund related to the dissolution of the
Former RDA. While uncertainty remains regarding the obligations of the Former RDA, particularly with
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respect to the successor housing entity and with certain loan repayment agreements, much of the impact to the
General Fund has already been absorbed.

The DOF invalidated two repayment agreements between the Former RDA and the City, totaling
approximately $68.4 million, resulting from loans issued by the City to the Former RDA from United States
Department of Housing and Urban Development (“HUD”) sources. These agreements were invalidated by the
DOF eliminating the Successor Agency’s source for repayment. It is possible that the City will be required to
make future scheduled payments from the General Fund or from other City sources for the benefit of HUD.
See City’s Fiscal Year 2014 Comprehensive Annual Financial Report, Note 17 for additional information.

General Fund Infrastructure and Multi-Year Capital Program

The City owns a wide array of public assets, including police stations, fire stations, library facilities,
operational facilities, parks, recreation centers, streets, and bridges which are maintained with amounts
expended from the General Fund. Over the years, under the pressure of competing financial priorities, the City
has deferred investment in the City’s infrastructure. The City deferred the repair, maintenance, and funding for
capital expenditures for many of these asset classes resulting in deteriorated structures, including parts of the
City’s core infrastructure. Starting in 2007, the City undertook planning to assess the condition of the key asset
classes and also began to address the deferred capital costs through a multi-year financing program
supplemented by cash funding from various sources including the General Fund, TransNet, and Proposition 42
funds. In 2011, the City estimated there was a backlog of approximately $898 million in deferred capital needs
for the City’s existing infrastructure to be funded from the General Fund, estimated at $478 million for streets,
$185 million for public buildings, and $235 million for storm drain infrastructure (see “Storm Water Program”
herein).

The 2011 estimate was based on a partial assessment of the three major asset classes described above.
This initial estimate of the large backlog of capital needs provided the City with a starting point to formulate
multi-year financial and capital plans using existing financial resources and gradually rebuilding the core
General Fund infrastructure.

Beginning in Fiscal Year 2014, the City has identified additional funding to conduct comprehensive
condition assessment studies for City sidewalks, streets, parks, and General Fund facilities occupied by City or
leased to other agencies. Condition assessments for General Fund Facilities (buildings) are currently underway.
These assessments evaluate the physical structure (superstructure and foundation), the building systems
(roofing, plumbing, electrical, equipment, fire protection, HVAC), and interior finishes (paint, carpeting). To
date the preliminary condition assessments of 349 out of 680 General Fund facilities have been completed.
The preliminary estimate from City Public Works to bring these facilities to a near new condition is $983
million in 2014 dollars. The estimate for ongoing capital renewal to sustain these facilities for the next 20
years (2014-2034) at the same very good condition is estimated at $1.8 billion in 2014 dollars. Despite the
comprehensive condition assessment processes and cost estimating the City is undertaking, the City notes that
it is not an industry standard to bring and sustain all facilities to a near new condition level. The City is
developing appropriate service and condition levels for facility types based on industry best practices. The
result of this effort will reduce the cost estimates provided above and capital renewal requirements for the 349
General Fund facilities. The City expects to complete the development of service levels and assessments of
the remaining 331 General Fund facilities by Fiscal Year 2016.

Evaluation of the condition of City sidewalks is anticipated to be completed in the first half of
calendar year 2015, followed by the completion of City streets assessment by the end of the calendar year
2015, and then park and recreation facilities in Fiscal Year 2016. Concurrent with the completion of the
condition assessment of all major General Fund asset classes which are to be followed by the identification of
appropriate service level goals for these asset classes, the City expects to generate a realistic and updated total
General Fund assets capital backlog amount. While the existing asset condition assessments are being
completed, the City continues to program available resources for the most immediate and critical capital needs.
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An active financial plan for addressing the General Fund core infrastructure was initiated in 2009 with
the issuance of the deferred capital Lease Revenue Bonds for $103 million. In 2012, the City Council approved
a multi-year deferred capital program funding plan that provides bond funding for approximately $420 million
over a five-year period from Fiscal Years 2013 through 2017, and an increase in annual cash funding for
maintenance and repair and capital expenditures from $50 million in Fiscal Year 2014 to $79 million by Fiscal
Year 2017. So far, approximately $213 million in lease revenue bond proceeds has been allocated to General
Fund Capital Improvement Program (“CIP”) projects for planning, design, and construction for the capital
repair, expansion, and/or replacement of streets, sidewalks, facilities, and stormdrains and other infrastructure.
This includes proceeds from the City’s 2009A Lease Revenue Bonds (subsequently refunded with the 2010A
Lease Revenue Bonds), the 2012A Lease Revenue Bonds, and the 2013A Lease Revenue Bonds. To continue
to expand the program, as of January 2014, the City Council approved lease revenue bonds to fund
infrastructure projects in an amount up to $120 million. The proceeds of the 2015 Bonds being issued under
this authorization will finance all or portions of the acquisition, design, construction, installation and equipping
of various capital improvement projects of the City, including new facilities, improvements to various existing
facilities, street resurfacing, storm drain replacements and other capital projects. See “BONDED AND
OTHER INDEBTEDNESS — Future Financing Plans” herein.

In addition to deferred capital needs, the City’s infrastructure needs include annual maintenance and
repair costs for existing assets as well as needed new assets to provide essential services. The City has
identified significant storm water capital projects in the Watershed Asset Management Plan needed to comply
with more stringent water quality regulations (see “Storm Water Program” herein), capital and operational
needs for the San Diego Convention Center (estimated to be $43.8 million through Fiscal Year 2020) and other
needed new public facilities in the community including fire stations, libraries, and parks. Over the prior ten
year period capturing Fiscal Year 2005 through Fiscal Year 2014, a total of approximately $29 million was
expended on ongoing capital maintenance, for the existing San Diego Convention Center.

The Five-Year Outlook identifies Infrastructure and Neighborhood Investment as one of the top
priority initiatives for the City, and allocates 50 percent of new major General Fund revenue growth on
infrastructure and neighborhood improvements (see “Five Year Financial Outlook” herein) in addition to
allocating required projected annual debt service for the remaining bond issuances to be issued in Fiscal Years
2015-2017 in accordance with the multi-year deferred capital program funding plan approved by the City
Council 2012.

In January 2015, the City released the Consolidated Multi-Year Capital Plan (“MYCP”) for General
Fund and non-General Fund asset classes including Water and Sewer enterprises, airports, and City landfill.
The analysis identified capital needs and projected revenue sources (as presented in the Five-Year Outlook)
over the next five years (Fiscal Years 2016-2020). The projected capital needs were developed based on
information currently available to the City which included condition assessments (and those portions thereof
that have been completed) and projects currently listed in the annual budget with unfunded needs. In
comparing the identified capital needs of $3.9 billion and revenue of $2.2 billion, the MYCP identified a
citywide funding gap of $1.7 billion across all asset classes. For General Fund managed assets, there is an
estimated $2.3 billion in capital needs and revenue of $0.6 billion resulting in an estimated funding gap of
$1.7 billion for General Fund-managed assets over Fiscal Years 2016 to 2020. Certain key assumptions made
in developing the estimates for the consolidated capital planning needs include estimated service level
standards, partial condition assessments, establishing a targeted average Overall Condition Index (“OCI”) of
70 over the next ten years for pavement of streets and roads; and projections in revenue growth. These
assumptions were necessary in order to develop the analysis. As more refined data and information is
acquired, the MYCP will be updated and refined periodically to continue to provide guidance in developing
and implementing a comprehensive multi-year capital improvement program.
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Storm Water Program

The City has over 48,000 storm drain structures, 700 miles of drainage pipe, and 15 storm water pump
stations. The City has adopted a Storm Water Program to maintain and keep facilities in good repair to reduce
pollutants in urban runoff and storm water and comply with all local, State, and Federal environmental
regulations. The City’s storm water program is currently funded primarily from the General Fund and partially
from property-related storm water fees, revenue from parking enforcement related to street sweeping, and bond
proceeds.

In May 2013, the Regional Water Quality Control Board (“RWQCB”), the State agency charged with
implementing the federal Clean Water Act, adopted a new National Pollution Discharge Elimination System
Permit (“NPDES Permit”), which became effective in July 2013. The NPDES Permit covers the City, the
County and other municipalities within the County (“Co-Permittees”). The new permit incorporates Dissolved
Metals and Bacteria Total Maximum Daily Loads (“TMDLs”) and Areas of Special Biological Significance
(“ASBS”) requirements, making violations of these regulations subject to fines and penalties. In June 2014,
the RWQCB also adopted a Sediment TMDL and is currently amending the NPDES Permit to incorporate its
requirements. The permit requires all Co-Permittees to come into compliance by calendar year 2018 per water
quality regulations. If the City does not meet the required storm water regulations by 2018, it is possible that
the RWQCB could levy fines and penalties on the City of $10,000 per day per violation and the federal
Environmental Protection Agency could levy penalties of $16,000 per day per violation. See Note 16 of the
City’s CAFR for Fiscal Year 2014. Even if the RWQCB or the federal government does not take a compliance
action against the City, a third party could file an action against the City or other Co-Permittees seeking
damages or seeking an order from the court that the City make certain storm water improvements. Currently,
there is no pending litigation against the City related to the NPDES.

The City reached a settlement with the RWQCB in August 2014, to satisfy alleged violations of its
NPDES Permit included in Notice of Violation No. R9-2010-0135, issued to the City in October 2010. The
settlement agreement assessed an administrative civil liability in the amount of $949,634 to the City. The City
paid the unsuspended amount of the penalty totaling $492,734 to the RWQCB. The remaining amount totaling
$456,900 is suspended and will be forgiven upon the successful completion of water quality improvements at
six City facilities which are currently in progress.

The City submitted a Comprehensive Load Reduction Plan (“CLRP”) to the RWQCB in 2012, which
included a compliance plan for the TMDL and ASBS regulations. The CLRP identified ways that the City
could comply with the TMDLs and ASBS requirements over a 20-year term. The City developed a
comprehensive storm water program cost model in 2013 as part of a Watershed Asset Management Plan. The
cost model consists of all elements of storm water program, including CLRP, the NPDES Permit requirement,
flood risk management, and existing storm water deferred capital needs. The cost model projects estimated
operating and capital costs to comply with the TMDLs in the near term (Fiscal Years 2016 through 2020) will
be approximately $1.04 billion (of which approximately $777 million in capital costs are included in the City’s
Consolidated Multi-Year Plan described above, and $264 million in operating costs as identified in the 2013
Watershed Asset Management Plan). Due to current capital project implementation capacity and overall
budgetary priorities, in Fiscal Year 2015 the City has budgeted an estimated $45 million for related operating
expenses, including $3.4 million for capital expenditures.

The cost estimate for the remainder of the compliance period (Fiscal Years 2021 through 2031) is
expected to be up to approximately $2.81 billion, of which an estimated $1.85 billion are projected capital
expenses and $960 million are operating expenses. These estimates could be higher or lower depending on
numerous factors including but not limited to changes in regulatory standards, and science and technology
advancements. Additionally, the City is currently negotiating with the RWQCB to update the Dissolved Metals
TMDL which could result in a cost reduction of approximately $980 million in capital expenditures between
Fiscal Year 2019 and 2031.
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The Five-Year Outlook concludes that significant increases in funding for both operating and capital
expenditures will be required to meet the 2018 compliance deadline for the new water quality regulations. The
City is developing a plan to fund the increased expenditures and implementing a capital program for
compliance with the storm water permit requirements. Currently, the available funding sources are storm
water fees, general City revenues and bond proceeds. The City’s storm water fees, which have not been
increased since 1996, generated approximately $6 million in revenue in Fiscal Year 2014 and cover only a
small portion of the City’s annual storm water costs. The City’s ability to increase these fees could be limited
by objections by property owners or voters. For a discussion of Articles XIIIC and XIIID of the California
Constitution, see “LIMITATIONS ON TAXES AND APPROPRIATIONS - Articles XIIIC and XIIID
(Proposition 218) of the California Constitution — Article XIIIC.” If the storm water fees are not substantially
increased, most of the costs associated with the Watershed Asset Management Plan will be paid from general
City revenues. Any increase in General Fund moneys budgeted for storm water management purposes would
reduce funds available for other General Fund purposes. Absent new or increased funding sources, the City’s
storm water liabilities represent an ongoing, multi-year fiscal challenge for the City’s General Fund.

Since 2009, approximately $30.1 million in bond proceeds from past bond issuances has been
allocated to the Storm Water Division’s Capital Improvements Program, including storm drains and watershed
projects. Approximately $22 million of the proceeds from the 2015 Bonds will be used to finance storm drain
replacement and watershed projects. The City expects to continue to use proceeds from future bond issues to
finance storm water program and water quality capital projects and to assist in addressing the needs stated
above.

In addition to the compliance cost estimates described above, there may be additional operational
storm water needs related to City-owned property and facilities (including approximately 26,000 acres of open
space and 9,000 acres of community parks, fire stations, police stations and libraries) that could affect the
City’s General Fund. The City intends to evaluate these operational needs, related costs and budget resources
following condition assessment and data gathering for these properties.

STATE BUDGET INFORMATION

The following information concerning the State’s budget has been obtained from publicly available
information which the City believes to be reliable; however, the City takes no responsibility as to the accuracy
or completeness thereof and has not independently verified such information. The following information is
provided as supplementary information only, and it should not be inferred from inclusion of this information
that the 2015 Bonds are payable from State revenues. The 2015 Bonds are payable solely from Base Rental
Payments to be made by the City under the Lease and certain other moneys held under the Indenture. See
“SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS” in the front part of this Official
Statement. The 2015 Bonds are not a debt of the City, the State, or any of its political subdivisions, and none
of the City, the State or any of its political subdivisions is liable thereon.

State Budgeting Process

According to the State Constitution, the Governor is required to propose a budget to the State
Legislature no later than January 10 of each year, and a final budget must be adopted by a majority vote of
each house of the State Legislature no later than June 15, although this deadline is routinely breached. The
budget becomes law upon the signature of the Governor, who may veto specific items of expenditure.

Information about the State budget is regularly available at various State-maintained websites. Text of
the State budget may be found at the State Department of Finance website, www.govbud.dof.ca.gov. An
impartial analysis of the budget is posted by the Office of the Legislative Analyst at www.lao.ca.gov. In
addition, various State of California official statements, many of which contain a summary of the current and
past State budgets, may be found at the website of the State Treasurer at www.treasurer.ca.gov. The
information referred to is prepared by the respective State agency maintaining each website and not by the
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City, and the City takes no responsibility for the continued accuracy of the Internet addresses or for the
accuracy or timeliness of information posted there, and such information is not incorporated herein by these
references.

Fiscal Year 2015 State Budget

On June 20, 2014, the State Legislature adopted the State’s Fiscal Year 2015 Budget (the “2015 State
Budget”). For Fiscal Year 2014, the 2015 State Budget projected revised total State general fund revenues of
$102.2 billion, and total State general fund expenditures of $100.7 billion and a general fund surplus of $2.9
billion. For Fiscal Year 2015, the 2015 State Budget projects total State general fund revenues of $109.4
billion and expenditures of $108 billion and a State general fund surplus of approximately $2.1 billion. This
amount is a combination of $449 million in the traditional general fund reserve, and an authorized deposit of
$1.6 billion into the Budget Stabilization Account (the “ BSA”) established by the California Balanced Budget
Act 0f 2004 (also known as Proposition 58).

As part of implementing certain provisions of the 2015 State Budget, a legislatively-referred
constitutional amendment (Proposition 2) was placed on the ballot, and ultimately approved by the voters at
the November 4, 2014 statewide election. Among other things, Proposition 2 will create a reserve account that
is expected to smooth fluctuations in State revenues. See “CONSTITUTIONAL AND STATUTORY
PROVISIONS AFFECTING DISTRICT REVENUES AND APPROPRIATIONS — Proposition 2.”

The 2015 State Budget identified a number of risks with potential significant State General Fund
impact for Fiscal Year 2015 including the threat of a future recession, a shifting of costs from the federal
government to the State, a decline in the stock market given the State’s reliance on capital gains as a source of
revenue, costs related to ongoing litigation over the State prison population, litigation arising from the
dissolution of redevelopment agencies, costs of implementing federal health care reforms and costs associated
with the State’s substantial unfunded liabilities for pensions and post-employment health care costs.

Governor’s Proposed Fiscal Year 2016 State Budget

On January 9, 2015, the Governor released his proposed State budget for Fiscal Year 2016 (the
“Proposed State Budget”). The following information is taken from the Legislative Analyst Office’s overview
of the Proposed State Budget, dated January 13, 2015.

The Proposed State Budget assumes, for Fiscal Year 2015, total general fund revenues and transfers of
$108 billion and authorizes total expenditures of $111.7 billion. The State is projected to end the 2015 fiscal
year with a general fund surplus of $2.1 billion, comprised of a balance of $452 million in the State’s
traditional budget reserve and a balance of $1.6 billion in the BSA. For Fiscal Year 2016, the Proposed State
Budget assumes total general fund revenues of $113.4 billion and authorizes expenditures of $113.3 billion.
The State is projected to end the 2016 Fiscal Year with a $3.4 billion general fund surplus, comprised of a
$534 million balance in the budget reserve and $2.8 billion in the BSA. The balance in the BSA includes a
$1.2 billion deposit mandated by the provisions of Proposition 2. See “CONSTITUTIONAL AND
STATUTORY PROVISIONS AFFECTING DISTRICT REVENUES AND APPROPRIATIONS -
Proposition 2.” This $1.2 billion deposit to the BSA reflects half of the total Annual BSA Transfer and
Supplemental BSA Transfer required by Proposition 2, and the Proposed State Budget allocates the other $1.2
billion towards paying down special fund loans and certain Proposition 98 “settle up” obligations created by
previous budgetary legislation that understated the minimum funding guarantee for education.

Effect of State Budget on General Fund Revenues
State budgets and budget policies can have either a positive or a negative effect on the City’s financial

condition. State budgets are affected by national and State economic conditions and other factors over which
the City has no control. The City monitors fiscal measures taken by the State for their potential effects on the
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City’s General Fund revenues and expected cash flows. To the extent that the State budget process results in
reduced revenues to the City, the City will be required to make adjustments to its budget.

LABOR RELATIONS
General

The City has five recognized employee organizations which represent classified employees. They are
the San Diego Municipal Employees’ Association (“MEA”), the American Federation of State, County, and
Municipal Employees, Local 127 (“AFSCME Local 127”), the San Diego Police Officers Association
(“POA”), the San Diego City Firefighters, International Association of Firefighters, Local 145 (“IAFF Local
145”), and the California Teamsters Local 911 (“Teamsters Local 9117), which represents lifeguards. A sixth
recognized employee organization, the Deputy City Attorneys Association (“DCAA”), represents unclassified
deputy city attorneys. Certain classified and unclassified City employees are unrepresented.

As of December 31, 2014, the City has approximately 5,004 MEA-represented employees; 1,763
AFSCME Local 127-represented employees; 1,851 POA-represented employees; 847 IAFF Local 145-
represented employees; 331 Teamsters Local 911-represented employees; 142 DCAA-represented employees;
and 807 unrepresented employees.

Collective Bargaining Agreements

In 2013, the City entered into a collective bargaining agreement with each of its recognized employee
organizations, for a five-year term, from July 1, 2013 through June 30, 2018. Each agreement includes terms
consistent with Proposition B, an initiative approved by City voters in June 2012 to reform the City’s
retirement system. Under Proposition B, and specifically Charter section 70.2, the City must comply with
certain procedural requirements, from July 20, 2012, the effective date of Proposition B through June 30, 2018,
if it intends to negotiate increases to pensionable pay. The City Council must obtain an actuarial analysis from
its retirement system actuary that discloses the impact of any proposed pay increases and must approve any
negotiated increases by a two-thirds vote of the City Council. The City and each recognized employee
organization agreed that they would not negotiate any general salary increases, which are pensionable, during
the five-year period covered by Charter section 70.2. However, individual employees may still receive merit
increases or promotions within the parameters of the Fiscal Year 2011 salary schedules. In exchange for the
agreement to limit pensionable pay of employees during this five-year period, the City agreed to increases in
non-pensionable pay. Each of the collective bargaining agreements includes non-pensionable pay increases in
Fiscal Year 2016, with reopeners in Fiscal Years 2017 and 2018 to meet and confer solely regarding increases
to non-pensionable compensation. Flexible benefit credits are non-pensionable. Each collective bargaining
agreement remains in effect through June 30, 2018; however, the City and POA have negotiated modifications
to the POA’s five-year agreement, which, if approved by the City Council, will result in an amended
agreement for a term from July 1, 2015 through June 30, 2020.

MEA: MEA-represented employees will receive increased annual flexible benefit credits in Fiscal
Year 2016. The employee organization will have the option to reopen negotiations solely for the purpose to
meet and confer on non-pensionable compensation increases in Fiscal Years 2017 and 2018.

AFSCME Local 127: AFSCME Local 127-represented employees will receive increased annual
flexible benefit credits in Fiscal Year 2016. The employee organization will have the option to reopen

negotiations solely for the purpose to meet and confer on non-pensionable compensation increases in Fiscal
Years 2017 and 2018.

POA: In 2014, the City and POA mutually agreed to reopen negotiations to meet and confer on terms
for Fiscal Years 2016 through 2020. The City and POA have agreed to amend the collective bargaining
agreement for a new term from July 1, 2015 through June 30, 2020. POA members will receive a 3.3 percent

A-26



increase in pensionable compensation in Fiscal Years 2019 and a 3.3 percent increase in pensionable
compensation in Fiscal Year 2020. The agreement also contains non-pensionable compensation increases in
Fiscal Years 2016 through 2020. The non-pensionable compensation includes increases to flexible benefit
credits for all POA members with additional credits for members with eight or more years of service. Members
with eight or more years of service will also receive increases to annual uniform and equipment allowances, as
will new recruits. Members will also receive up to 40 hours of discretionary leave for full-time employees
with proportionally reduced hours for part-time employees.

IAFF Local 145: 1AFF Local 145-represented employees will receive increased annual flexible
benefit credits in Fiscal Year 2016. IAFF Local 145 will have the option to reopen negotiations solely for the
purpose to meet and confer upon non-pensionable compensation increases in Fiscal Years 2017 and 2018.

Teamsters Local 911: Teamsters Local 911-represented employees will receive increased annual
flexible benefit credits in Fiscal Year 2016. The employee organization will have the option to reopen
negotiations solely for the purpose to meet and confer over further increases to non-pensionable compensation
in Fiscal Years 2017 and 2018.

DCAA: DCAA-represented employees will receive an increase in their annual flexible benefit credit
in Fiscal Year 2016. The employee organization will have the option to reopen negotiations solely for the
purpose to meet and confer upon non-pensionable compensation increases in Fiscal Years 2017 and 2018.

See also sections on “CITY BUDGET AND RELATED MATTERS” and “SAN DIEGO CITY
EMPLOYEES’ RETIREMENT SYSTEM” for impacts of collective bargaining agreements on the City’s
Fiscal Year 2016 Proposed Budget and pension contributions.

SAN DIEGO CITY EMPLOYEES’ RETIREMENT SYSTEM

The City faces significant financial challenges in addressing an unfunded pension liability of
approximately $2.03 billion as of June 30, 2014.

General

SDCERS is a public employee retirement system established in Fiscal Year 1927 by the City.
SDCERS administers independent, qualified, single employer governmental defined benefit plans and trusts
for the City, the San Diego Unified Port District (the “Port”) and the San Diego County Regional Airport
Authority (the “Airport”). The assets of the three separate plans and trusts are pooled in the SDCERS Group
Trust for investment purposes. These plans are administered by the SDCERS Board to provide retirement,
disability, death and survivor benefits for its members. Amendments to the City’s benefit provisions require
City Council approval and amendments to retirement benefits require a majority vote by those SDCERS
members who are also eligible City employees or retirees. Benefit increases also require a majority vote of the
public. All approved benefit changes are codified in the City’s Municipal Code. The plans cover all eligible
employees of the City, the Port, and the Airport. All City employees initially hired before July 20, 2012
working half-time or greater, all sworn police officers of the City irrespective of hire date, and full-time
employees of the Port and the Airport are eligible for membership and are required to join SDCERS.

Due to the implementation of Proposition B, discussed below, as of July 20, 2012, SDCERS is closed
to new City employees, except for the Police plan, which will remain open. SDCERS is considered part of the
City’s financial reporting entity and is included in the City’s CAFR as a pension trust fund. See Note 11,
“Pension Plans,” in the City’s Fiscal Year 2014 Comprehensive Annual Financial Report. SDCERS also
prepares its own CAFR, the most recent of which is for Fiscal Year 2014.

The amounts and percentages set forth under this caption relating to SDCERS, including, for example,
actuarial accrued liabilities and funded ratios, are based upon numerous demographic and economic
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assumptions, including investment return rates, inflation rates, salary increase rates, cost of living adjustments,
postemployment mortality, active member mortality, and rates of retirement. Prospective purchasers of the
2015 Bonds are cautioned to review and carefully assess the reasonableness of the assumptions set forth in the
documents that are cited as the sources for the information under this caption. In addition, the prospective
purchasers of the 2015 Bonds are cautioned that such sources and the underlying assumptions speak as of their
respective dates, and are subject to change. Prospective purchasers of the 2015 Bonds should also be aware
that some of the information presented under this caption contains forward-looking statements and the actual
results of the pension system may differ materially from the information presented herein.

The information disclosed herein relates solely to the City’s participation in SDCERS. City
employment classes participating in the City’s defined benefit plan are elected officers, general employees and
safety employees (including police, fire and lifeguard members). These classes are represented by various
unions depending on the type and nature of work performed, except for elected officials, unclassified and
unrepresented employees.

TABLE A-7
CITY OF SAN DIEGO PLAN MEMBERSHIP
As of June 30, 2014
General Safety Total by Classification
Active Members 5,118 2,157 7,275
Inactive Members 2,359 559 2918
Retirees 4,809 3,058 7,867
DROP Participants'" 629 447 1.076
Total Members, as of June 30, 2014 12,915 6,221 19,136

" Pparticipants in the Deferred Retirement Option Plan (“DROP”) no longer accrue service credits and do not make
contributions to SDCERS. They continue to work for the City and contribute 3.05% of their salary, with an employer
match, into a personal DROP account. Their service retirement benefit is also deposited into their DROP account and they
must retire within five years of entering DROP. Employees hired after June 30, 2005 are ineligible for DROP.

Source: SDCERS Comprehensive Annual Financial Report 2014.

[Remainder of Page Intentionally Left Blank]
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The City is required to make contributions to the pension system as determined by the SDCERS
Board. Pension contributions are authorized and appropriated annually in accordance with the adoption of the
City’s annual budget. The City’s Actuarially Determined Contribution (“ADC”)® is calculated by the
SDCERS’ actuary, Cheiron, Inc. (“Cheiron”) and approved by the SDCERS Board. Cheiron conducts an
actuarial analysis for SDCERS annually, the most recent of which is the June 30, 2014 Annual Actuarial
Valuation of SDCERS, dated February 26, 2015 (the “2014 Valuation™). The 2014 Valuation will serve as the
basis for the City’s pension contribution for Fiscal Year 2016. The City’s actual annual pension contribution
may differ from the ADC based on a number of factors discussed below, but the pension contribution is not
expected to be less than the ADC in any Fiscal Year.

Actuarial Assumptions and Methods
Funding Method

Cheiron calculates the City’s contribution using the Entry Age Normal (“EAN”) actuarial funding
method. Under EAN, there are two components to the total contribution: the normal cost and an amortization
payment on any unfunded actuarially accrued liability (“UAAL”). For Fiscal Year 2016, a third component
will be added representing a portion of SDCERS expected administrative expenses, as discussed below. The
normal cost (associated with active employees only) is the present value of the benefits that SDCERS expects
to become payable in the future attributable to the current year’s employment. Normal cost is computed as the
level annual percentage of pay required to fund the retirement benefits between each member’s date of hire and
assumed retirement. The difference between the EAN actuarial liability and the actuarial value of assets is the
UAAL.

Amortization Periods and Methodology

The UAAL as of June 30, 2014 for the Police portion of SDCERS is amortized over several different
closed periods as follows: changes in the UAAL due to changes in methods and assumptions are amortized
over 30 years, changes in the UAAL due to benefit changes are amortized over five years, the outstanding
balance of the Fiscal Year 2007 UAAL is amortized over a closed 20 year period (such that, as of Fiscal Year
2015, 13 years of amortization remain), and subsequent yearly experience gains and losses are amortized over
15 years. As a result of Proposition B and in compliance with then-current GASB standards, the non-Police
portion of UAAL is amortized over 15 years. Finally, if necessary, there is an additional UAAL cost
component to ensure that there is no negative amortization in any year. Also as a result of Proposition B, the
non-Police portion of the UAAL is amortized using the level dollar method while the Police portion is
amortized using the level percentage of payroll method. Level dollar amortization generally results in
decreasing inflation-adjusted payments over time whereas level percentage of payroll amortization generally
results in level inflation-adjusted payments over time.

In January 2015, the SDCERS Board voted to account for expected administrative expenses explicitly
as a cost component in the ADC. The administrative expense component is $4.2 million for Fiscal Year 2016,
based on a three-year phase in of $12.5 million in expected expenses. In Fiscal Year 2017 two-thirds of
expected administrative expenses will be added to the ADC and beginning in Fiscal Year 2018 100% of
expected administrative expenses will be added to the ADC.

Actuarial Assumptions

The following are the principal actuarial assumptions used by Cheiron in preparing the 2014
Valuation. The actuarial assumptions reflect recommendations approved by the SDCERS Board in November

@ Actuarially Determined Contribution (“ADC”) has replaced the Annual Required Contribution (“ARC”) as the funding policy
for SDCERS. This change, in accordance with GASB 67, was approved by the SDCERS Board in November 2013. This
action formalized a funding policy that is based on the existing practices formerly used to develop the ARC, which are
described above under the caption “Funding Method.”
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2013 and were also used in the preparation of the Fiscal Year 2013 Actuarial Valuation, with the exception of
the assumption related to administrative expenses.

1. Investment Return Rate: 7.25% per year, net of investment expenses.
2. Inflation Rate: 3.3% per year, compounded annually.
3. Administrative Expense Assumption: Administrative expenses are assumed to be $12.5

million for Fiscal Year 2016, increasing by 2.5% annually. Of this amount, one-third, or $4.2
million, has been included in the Fiscal Year 2016 ADC. For Fiscal Year 2017, there will be
two-thirds recognition, and for all fiscal years following, 100% of the expected administrative
expenses will be added to the ADC.

4. Interest Credited to Member Contributions: 7.25% compounded annually.

5. Projected Salary Increases Due to Inflation: 0% in Fiscal Years 2015-2018, 3.3% thereafter.

6. Cost-of-Living Adjustments: 2.00% per year, compounded annually.

7. Additional Assumptions: Additional assumptions were used regarding rates of separation
from active membership, post-retirement mortality, active member mortality, and rates of
retirement.

Actuarial Value of Assets (Asset Smoothing Method)

SDCERS uses an actuarial value of assets to calculate the City’s pension contribution each year and
uses an asset smoothing method to dampen the volatility in asset values that could occur because of
fluctuations in market conditions. Use of an asset smoothing method is consistent with the long-term nature of
the actuarial valuation process. The actuarial value of assets each year is equal to 100% of the expected
actuarial value of assets® plus 25% of the difference between the current market value of assets and the
expected actuarial value of assets. The market value of assets represents, as of the valuation date, the value of
the assets as if they were liquidated on that date. This means that changes in the market value of assets are
factored into the actuarial value of assets roughly over a four year period. The actuarial value of assets will
also be adjusted, if necessary, to ensure that the actuarial value of assets will never be less than 80% of the
market value of assets, nor greater than 120% of the market value of assets. The consequence of the
smoothing methodology is that the actuarial value of assets increased by 9.6%, while the market value of assets
increased by 16.6% from June 30, 2013 to June 30, 2014. As of June 30, 2014, the market value of plan assets
was approximately $6.293 billion, and the actuarial value was approximately $5.829 billion.

Implementation of GASB Statements No. 67 and 68

In Fiscal Year 2014, GASB 67, which applies to pension plans, replaced GASB 25, and in Fiscal Year
2015, GASB 68, which applies to plan sponsors, will replace the current GASB 27. GASB 67 is intended to
enhance note disclosures and schedules of required supplementary information that will be presented by
pension plans in their audited financial statements. GASB 67 was implemented by SDCERS in Fiscal Year
2014. The 2014 Valuation reflects the funding policy adopted by SDCERS to calculate the ADC. This funding
policy requires the ADC to be calculated in the same manner previously used to calculate the City’s annual
required contribution (“ARC”).

GASB 68, which will be implemented by the City in Fiscal Year 2015, requires the City to recognize
its long-term obligation for pension benefits as a liability in the Government-wide Statement of Net Position

) The expected actuarial value of assets is equal to the prior year’s actuarial value of assets increased by actual contributions
made, decreased by actual disbursements made, all items further adjusted with the expected investment returns for the year.
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and in the Statement of Net Position of Proprietary Funds. GASB 68 is intended to measure more
comprehensively and comparably the annual costs of those pension benefits and enhance accountability and
transparency through revised and new note disclosures and required supplementary information in the City’s
audited financial statements. Cheiron delivered a GASB 67/68 Report to the City in December 2014, which
concluded that, if the City had implemented GASB 68 in Fiscal Year 2014, as of the end of the reporting year,
the City would have reported a Net Pension Liability of $1.535 billion and Deferred Inflows of Resources of
$428.4 million for a net negative impact on the government-wide Statement of Net Position of $1.963 billion.

Funding Status

According to the 2014 Valuation, at June 30, 2014, the City had a UAAL of $2.030 billion and a
funded ratio of 74.2%. The UAAL decreased by $207.6 million over the UAAL at the 2013 Valuation, which
was $2.237 billion, and the funded ratio increased by 3.8%. The primary cause for the decrease in the UAAL
was investment experience greater than projected. This decreased the UAAL by $131.8 million. Partially
offsetting this was a liability experience loss which increased the UAAL by $28.1 million.

Table A-8 below sets forth the City’s portion of SDCERS’ historical funding progress for Fiscal Years
2005 through 2014.

TABLE A-8
CITY OF SAN DIEGO
SCHEDULE OF FUNDING PROGRESS
Fiscal Years 2005 through 2014
($ in thousands)

(unaudited)
AAL less
Actuarial Market Market
Valuation  Value of Value of Funded  Funded UAAL Value of UAAL to
Date Assets Assets AAL Ratio Ratio  (Actuarial) Assets Covered  Covered
(June 30) (A) (B) ©) (Actuarial) (Market) (O)-(A) (O)-(B)  Payroll @ Payroll
2005 $2,983,080 $3,205,722 $4,377,093 68.2% 73.2% $1,394,013 $1,171,371 $557,631 250.0%
2006" 3,981,932 3,981,932 4,982,699 79.9 79.9 1,000,767 1,000,767 534,103 187.4
2007 4413411 4,641,341 5597,653 788 82.9 1,184,242 956,312 512,440 2311
2008 4,660,346 4,408,719 5,963,549 78.1 73.9 1,303,203 1,554,831 535,774 243.2
2009 4,175,229 3,479,357 6,281,636 66.5 554 2,106,407 2,802,279 536,591 392.6
2010 4,382,047 3,900,537 6,527,224 67.1 59.8 2,145,177 2,626,687 530,238 404.6
2011 4,739,399 4,848,059 6,917,175  68.5 70.1 2,177,776 2,069,116 514,265 423.5
2012 4,982,442 4,799,827 7,261,731 68.6 66.1 2,279,289 2,461,904 511,091 446.0
20139 5,317,778 5,395,158 7,555,527 70.4 71.4 2,237,749 2,160,369 499,463 448.0
2014 5,828,594 6,292,855 7,858,703 74.2 80.1 2,030,110 1,565,848 480,536 422.5
(" Reflects revised actuarial methodologies.
@ Reflects revised actuarial assumptions, including the return to EAN actuarial funding method.
@ Reflects revised actuarial methodologies and assumptions.
@ Covered payroll includes all elements of compensation paid to active City employees on which contributions to the pension
plan are based.
©®  Current year methodologies and assumptions are discussed above. Methodologies and assumptions were not changed from
2013 to 2014.
Source: Cheiron Actuarial Valuations for Actuarial Value of Assets, Market Value of Assets, AAL, Funded Ratio (Actuarial),

Funded Ratio (Market) (2011-2014), UAAL, Covered Payroll, UAAL to Covered Payroll (2005 to 2013);
Comptroller’s Office, City of San Diego for Funded Ratio (Market) (2005-2010), AAL less Market Value of Assets,
UAAL to Covered Payroll (2014).
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Preservation of Benefits Plan

The Preservation of Benefits (“POB”) Plan is a qualified governmental excess benefit arrangement
(“QEBA”) under Internal Revenue Code (“IRC”) section 415(m). The POB Plan allows for the payment of
promised benefits that exceed IRC section 415(b) limits and therefore cannot be paid from SDCERS assets.
The POB Plan is unfunded within the meaning of federal tax law and the City may not prefund the POB Plan
to cover future liabilities. Because the POB Plan is not administered by a trust, GASB 27 remains applicable
for accounting and disclosure purposes. Pursuant to GASB 27, Cheiron prepares an annual actuarial valuation
(“POB Valuation”) for the POB Plan. This valuation is separate from the actuarial valuation for the pension
plan, and the POB ADC included in the POB Valuation is not used to calculate the City’s POB contribution.
Contributions to the POB Plan are funded annually on a pay-go basis by the City and the payments are
calculated by Cheiron based on the amount of pension benefits earned in excess of the IRC Section 415(b)
limit in any particular fiscal year. See “Table A-9” below. The actuarial liability for the POB Plan as of June
30, 2013, the most recent year for which the City has data, was $8.4 million, and this entire amount is
unfunded.

Citywide and General Fund Pension Contributions

The City’s ADC for Fiscal Year 2016 is $254.9 million. The City’s pension plan payment is typically
made on July 1 of each fiscal year. POB Plan contributions are made on a monthly basis as payments are
owed to beneficiaries.

Table A-9 sets forth the City’s pension contributions and the General Fund’s share for Fiscal Years
2011 through 2015. Prior to Fiscal Year 2014, in addition to the City contributions set forth in Table A-9

below, the City made certain pension contributions on behalf of certain employee groups. As of Fiscal Year
2015, the City no longer pays any portion of employee pension contributions.

[Remainder of Page Intentionally Left Blank]
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TABLE A-9
CITY OF SAN DIEGO

PENSION CONTRIBUTION
Fiscal Years 2011 through 2016
($ In Thousands)

Fiscal

Year General
ended  Pension Total Pension Fund
(June Plan POB Plan Plan Plan POB Plan Total Pension Pension

30) ARC/ADC ARC/ADC ARC/ADC Contribution Contribution Contribution”  Contribution
2011 $229,100 $1,817 $230,917 $229,100 $1,323 $230,423 $182,913
2012 231,200 1,269 232,469 231,200 1,687 232,828 181,363
2013 231,100 1,314 232,414 231,100 1,572 232,672 181,883
2014 275,400 708 276,108 275,400 1,403 276,803 213,457
2015% 263,600 876 264,476 263,604 1,700 265,304 192,846

" Comprised of the pension plan contribution and the POB Plan contribution; may not sum due to rounding.

@ Except for Pension Plan ARC/ADC all other amounts are projected.

Source: SDCERS Comprehensive Annual Financial Reports; Cheiron Actuarial Valuations for Pension Plan ARC/ADC;
SDCERS for POB Plan ARC/ADC; Comptroller’s Office, City of San Diego for Total Plan ARC/ADC, Pension Plan
Contribution, POB Plan Contribution, Total Pension Contribution, General Fund Pension Contribution (2011-2014);
Financial Management, City of San Diego for General Fund Pension Contribution (2015).

Prospective Funding Status

As part of its actuarial valuations for SDCERS, Cheiron prepares projected financial trends to show
the City’s expected cost progression. The following table uses the actuarial assumptions and methodologies
discussed above and further assumes the validity of Proposition B, which is discussed below. It is important to
note that the table also assumes investment returns will average 7.25% per year and the projections are
calculated as if the returns were to be 7.25% each and every year, which is unlikely to occur given historical
variability in annual investment returns. The City expects investment returns will vary, and may vary
significantly from year to year, which will potentially result in greater volatility and higher (or lower) ADC
payments than presented in the table.

[Remainder of Page Intentionally Left Blank]
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TABLE A-10
CITY OF SAN DIEGO ACTUARIAL FUNDING PROJECTIONS
Fiscal Years 2016 through 2025
(earnings as assumed)

Actuarially
Fiscal Year Determined
Ending Investment Contribution UAAL
June 30 Return Rate (millions) (billions)
2016 7.25% $254.9 $2.03
2017 7.25 248.1 1.83
2018 7.25 243.7 1.65
2019 7.25 236.9 1.48
2020 7.25 231.7 1.32
2021 7.25 227.6 1.17
2022 7.25 224.4 1.02
2023 7.25 221.8 0.87
2024 7.25 220.0 0.72
2025 7.25 218.0 0.57

Source: Cheiron Actuarial Valuation as of June 30, 2014.

Supplemental COLA

On August 5, 2013, the City Council amended the San Diego Municipal Code to provide a method for
funding for a supplemental cost-of-living benefit (the “Supplemental COLA™) previously given to a closed
group of retirees who retired on or before June 30, 1982. The Supplemental COLA was established in 2000 to
increase retirement benefits up to a determined amount according to a formula in the Municipal Code. Pursuant
to the Municipal Code, the funding for this benefit is an annual appropriation by the City, however, the City is
not required to pay the benefit. In Fiscal Year 2015, $2.1 million was budgeted citywide ($1.6 million in the
General Fund) to fund the Supplemental COLA benefit. The estimated Fiscal Year 2016 Supplemental COLA
is $2.2 million, of which $1.7 million is the General Fund allocation. SDCERS maintains Supplemental
COLA funding separate from SDCERS assets and no system assets can be used to pay the benefit.

Proposition B

Proposition B was approved by voters on June 5, 2012 and implemented by the City in Fiscal Year
2013. Generally, the measure amends the City Charter to provide all new City employees hired on or after
July 20, 2012, except sworn police officers, with a 401(a) defined contribution plan instead of a defined benefit
plan. The initiative contains other provisions intended to limit pension costs for existing employees by
directing the City to seek, through labor negotiations, to limit City employees’ compensation used to calculate
pension benefits. Effective in Fiscal Year 2014, the City reached agreements with each employee organization
that will freeze pensionable pay and cost of living increases for Fiscal Years 2014 through 2018. See
“LABOR RELATIONS” above. The labor agreements may be reopened at the option of employee
organizations in Fiscal Years 2017 and 2018.

Proposition B is the subject of ongoing litigation before the California Public Employment Relations
Board (“PERB”). On February 11, 2013, a PERB administrative law judge issued a proposed decision finding
that the City violated state labor laws by failing to meet and confer with City labor organizations prior to
placing Proposition B on the ballot. The City has filed exceptions to the proposed decision, which will be
reviewed by the full PERB board. There is currently no hearing date set for this review. The decision of the
PERB board may also be appealed to the Fourth District Court of Appeal. The litigation could potentially
repeal or unwind the implementation of some or all of the requirements of Proposition B. The City is unable
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to quantify the cost impact of any repeal or unwind of Proposition B. Notwithstanding the PERB litigation, the
2014 Valuation assumes the validity of Proposition B, the City has fully implemented its requirements and the
City intends to comply with those requirements under the terms specified in the initiative.

SDCERS Plan Sponsor Contribution and Reporting Audit

On February 27, 2015, SDCERS released an audit of the City’s contributions and reporting to
SDCERS. The audit was prepared by the SDCERS internal auditor. The audit identified one high priority issue
related to the discount of employee offsets, meaning the portion of an employee’s pension contribution that is
paid by the City. Beginning July 1, 1976, the City began paying employee offsets and, with the knowledge of
the SDCERS actuary, discounted the employee offset payments to SDCERS based on anticipated savings from
employees terminating employment and not receiving a retirement allowance from SDCERS. From 1994 to
2006, the pension system actuaries recommended at various times that the SDCERS Board take action to have
the City contribute the entire offset rate without a discount because the anticipated savings from employees
terminating employment should be recognized at the system level and included in the actuarial valuation. The
SDCERS Board did not act on these recommendations and did not require the City to change the practice of
discounting offset contributions. As of Fiscal Year 2014, the City no longer pays any employee offsets so
those payments are no longer being discounted.

The SDCERS internal auditor estimates the net discounted employee offsets not remitted to SDCERS
to be $23 million as of June 30, 2014. This does not account for interest or years when the City’s contribution
to SDCERS was less than the ARC/ADC. The SDCERS internal auditor recommends, among other things,
that SDCERS determine the feasibility of calculating the exact amount due from the City for discounted
employee offsets from July 1, 1994 to June 30, 2013 and that the SDCERS Board should determine how this
amount should be paid.

Any underfunding resulting from the employee offset discounts is currently being amortized through
the annual ADC payment; however, the SDCERS Board could request that the City make additional payments
to address the underfunded amount.

OTHER RETIREMENT PLANS

In addition to the defined benefit plan administered by SDCERS, the City offers various defined
contribution plans to its employees that include employer contributions. In Fiscal Year 2014, the City
contributed approximately $22.1 million as an employer match for the plans discussed below.

Supplemental Pension Savings Plan

Pursuant to the City’s withdrawal from the federal Social Security system, effective January 8, 1982,
the City established its Supplemental Pension Savings Plan (“SPSP”). SPSP is a 401(a) plan. SPSP was
previously available to General members, lifeguards and elected officers. SPSP was closed to new General
members as of July 1, 2009 and lifeguards as of January 1, 2011. SPSP remains open only for elected officers.

SPSP requires both the City and the employee to contribute an amount equal to 3% of the employee’s
salary each pay period. Employees hired before July 1, 1986 may voluntarily contribute up to an additional
4.5% of salary and participants hired on or after July 1, 1986 may voluntarily contribute up to an additional
3.05% of salary. Hourly employees contribute 3.75% on a mandatory basis and the City matches all mandatory
and voluntary contributions. City contributions for employees vest at 20% per year and are fully vested after 5
years of continuous employment. Hourly employees are fully vested immediately upon employment.
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Post-Proposition B SPSP-H Plan

Pursuant to Proposition B, new employees hired after July 20, 2012, except police officers, are not
eligible to participate in SDCERS and are provided with a 401(a) plan that is administered along with SPSP
but with different contribution rates, vesting periods and employer match. Non-public safety employees
contribute an amount equal to 9.2% of salary and firefighters, lifeguards, and police recruits contribute 11% of
salary on a mandatory basis. The City matches all such contributions and contributions are fully vested
immediately upon employment. Police recruits participate in SDCERS upon acceptance of full-time police
employment.

2009 401(a) Plan

The City established a separate 401(a) plan for General employees hired between July 1, 2009 and
July 20, 2012. These employees are not eligible for SPSP but are SDCERS members. Employees contribute
an amount equal to 1% of salary on a mandatory basis with a matching City contribution. Voluntary
contributions are permitted up to IRS limits but there is no City match for voluntary contributions.

The City also provides a variety of other tax-advantaged retirement plans that are funded exclusively
through employee contributions and do not require an employer match.

POSTEMPLOYMENT HEALTHCARE BENEFITS
General

The only post-employment benefits provided by the City are retiree healthcare benefits, also known as
other postemployment benefits (“OPEB”), to certain health-eligible retirees and employees through a variety
of defined benefit and defined contribution plans. Plan determination is based on several factors including hire
date, termination date and individual employee election. Effective April 1, 2012, pursuant to the memoranda
of understanding described below (“Post Employment Healthcare Benefit (“PEHB MOU”), OPEB benefits
were modified and a significant group of participants opted out of the defined benefit plan and into a defined
contribution plan. Accordingly, those participants have been removed from the GASB 45 valuation
information below because they no longer represent a GASB 45 liability. The City’s defined benefit OPEB
plan (“DB OPEB Plan”) includes 6,076 retirees, and 1,511 active employees as of June 30, 2014. All other
health-eligible employees, former employees and retirees are now participating in the defined contribution
retiree healthcare plan (“DC Plan”). The City closed the Defined Benefit OPEB plan to employees hired on or
after July 1, 2005.

The City initiated actuarial funding of its DB OPEB Plan in 2008 and has entered into an agreement
with the California Public Employees Retirement System (“CalPERS”) as a participating employer in the
California Employers’ Retiree Benefit Trust (“CERBT”) to pre-fund future DB OPEB Plan expenses. As of
June 30, 2014, the City’s assets invested in CERBT totaled $128.2 million.

See Note 12, “Other Postemployment Benefits,” in the City’s Fiscal Year 2014 Comprehensive
Annual Financial Report for information regarding the City’s OPEB plans.

Actuarial Assumptions and Methods
The City commissions an actuarial valuation of its DB OPEB Plan liability annually for the purpose of
determining the City’s annual cost in accordance with GASB 45. The valuation as of June 30, 2014 (“2014

OPEB Valuation”), dated November 10, 2014, was performed by Buck Consultants (“Buck™). The following
are the major actuarial assumptions and methods employed by Buck in performing the 2014 OPEB Valuation:
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1. Actuarial Cost Method: Entry Age Normal (see description under San Diego Employees’
Retirement System for more information).

2. Amortization Rate: Level Dollar.

3. Remaining Amortization Period: 23 years, closed.

4. Actuarial Asset Valuation Method: Market Value.

5. Discount Rate: 6.81%.

6. Inflation Rate: N/A (benefits are determined based on Health Care Cost Trend Rate).

7. Projected Payroll Increase: N/A (benefits are determined based on Health Care Cost Trend
Rate).

8. Health Care Cost Trend: 8.0% for Fiscal Year 2014, grading down 0.5% each year to 4.5%.

The OPEB Valuation is also required to use the actuarial assumptions adopted by the SDCERS Board
with respect to assumptions such as termination, disability, retirement rates and mortality rates because the
health-eligible employee and retiree population is very similar to the City’s SDCERS membership.

Funding Status

According to the 2014 OPEB Valuation, at June 30, 2014, the City had a DB OPEB Plan UAAL of
$479.5 million and a funded ratio of 21.1%. The DB OPEB Plan UAAL increased by approximately $35.3
million over the OPEB UAAL at the 2013 OPEB Valuation, which was $444.1 million, and the funded ratio
increased from 20.34%.

The City began prefunding the DB OPEB Plan in 2008. The following table shows the DB OPEB Plan
funding progress for Fiscal Years 2008 through 2014:

TABLE A-11
CITY OF SAN DIEGO
SCHEDULE OF FUNDING PROGRESS (DB OPEB PLAN)
Fiscal Years 2008 through 2014
($ in thousands except for percentages)

(unaudited)
Fiscal Year Actuarial Actuarial Unfunded UAAL as % of

ending Value of Accrued Actuarial Covered Covered

June 30 Assets Liability Liability  Funded Ratio Payroll(l) Payroll
2008 $ 29,637 $1,235,707  $1,206,070 2.40% $556,857 216.6%
2009 41,497 1,359,377 1,317,880 3.05 549,012 240.0
2010 72,720 1,200,910 1,128,190 6.06 472,561 238.7
2011 116,608 1,248,151 1,131,543 9.34 455,537 248.4
2012 104,304 553,432 449,128 18.85 124,675 360.2
2013 113,404 557,551 444,147 20.34 112,782 393.8
2014 128,238 607,712 479,474 21.10 98,742 485.6

" Represents DB OPEB Plan participation only.
Source: Comprehensive Annual Financial Reports, Comptroller’s Office, City of San Diego.
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Citywide and General Fund OPEB Contributions

In Fiscal Year 2012, the City entered into the 15-year PEHB MOU through Fiscal Year 2027, which
significantly reduced its OPEB liabilities and created the DC Plan for certain health-eligible employees and
former employees. Pursuant to the PEHB MOU, the City’s total retiree healthcare annual contribution is not
anticipated to be more than $57.8 million for Fiscal Year 2015 (“MOU Contribution”), distributed among the
City’s DB OPEB Paygo and DC Plan. The City’s MOU Contribution will increase by up to 2.5% annually
thereafter. The PEHB MOU also requires that certain employees contribute towards the DB OPEB Plan to
fund a portion of the DB OPEB Paygo (“Employee Contributions”). The terms of PEHB MOU may be
renegotiated with a two-thirds vote of the City Council. As of March 2015, there are no discussions ongoing
to renegotiate the PEHB MOU.

The City’s annual payment for the DB OPEB Plan and the DC Plan are made on a pay-go basis. The
City funds these payments through its MOU Contribution, Employee Contributions and withdrawals from the
CERBT (“Healthcare Obligations™). In Fiscal Year 2014, Healthcare Obligations totaled $63.1 million, that
were funded by the $57.8 million MOU Contribution, $2.7 million in Employee Contributions and a
withdrawal from the CERBT of $2.6 million. For Fiscal Year 2015, the total City retiree healthcare
contribution is budgeted at $57.8 million with a General Fund proportionate share budgeted at $38.2 million.

TABLE A-12
CITY OF SAN DIEGO
CITY RETIREE HEALTH CONTRIBUTIONS
Fiscal Years 2011 through 2015%
(in thousands)

General

Fund

City DC Total City Retiree

Fiscal DB OPEB City CERBT City DB OPEB Plan Retiree Health Health

Year ARC Contribution” Paygow Contribution  Contribution  Contribution

2011 $120,324 $25,000 $33,868 N/A $58,868 $42,065
2012 49,061 0 23,857 $34,424 58,281 38,474
2013 35,348 1,820 36,283 19,679 57,782 40,981
2014 38,097 0 31,143 25,639 57,782 41,270
20159 41,740 N/A N/A N/A 57,809 38,218

()" Data for Fiscal Year 2015 is budgeted. All other data is actual.

@ In Fiscal Years 2012 and 2014 the City withdrew $13.8 million and $2.6 million respectively from the CERBT to fund DB
OPEB Paygo costs.

@ Includes administrative costs for DB OPEB Plan.

@ Actual distribution of the Total City Retiree Health Contribution between City DB OPEB Paygo and DC Plan Contribution
will be determined at the end of Fiscal Year 2015. City does not expect to make a contribution to CERBT in Fiscal Year
2015.

Source: Risk Management, Financial Management, Comptroller’s Office, City of San Diego.

In addition to the retiree healthcare plan discussed above, the City created a Retiree Medical Trust for
certain City employees hired on or after July 1, 2009. The Retiree Medical Trust contributions are separate
from and in addition to the $57.8 million required by the PEHB MOU and the City’s obligation is limited to an
employer match of 0.25% of the salary of eligible employees. Total Retiree Medical Trust City contribution
for Fiscal Year 2014 was $137,000.
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RISK MANAGEMENT
Self-Insurance

The City is self-insured for Public Liability, Workers’ Compensation, and Long-Term Disability
(“LTD”) claims, and also maintains contracts with various insurance companies to manage additional risks.
Public Liability, Workers’ Compensation, and LTD estimated liabilities are determined based on results of
independent actuarial evaluations and include amounts for claims incurred but not reported (IBNR) and loss
adjustment expenses (LAE). Claims liabilities are calculated considering the effects of inflation, recent claim
settlement trends including frequency and amount of payouts, and other economic and social factors.
Estimated liabilities for public liability claims have been recorded in the government-wide financial
statements, Sewer Utility Fund, Water Utility Fund, and the Successor Agency Private-Purpose Trust Fund.
Estimated liabilities for workers’ compensation claims have been recorded in the government-wide financial
statements, the Water Utility Fund, Sewer Utility Fund, Non-major Enterprise Funds, and Internal Service
Funds. Estimated liabilities for long-term disability were recorded in the Miscellaneous Internal Service Fund.

Table A-13 presents the public liability expense and the liability premium payments for the General
Fund for the years presented. Amounts charged to the General Fund for claims and premiums vary from year
to year based on a variety of factors, including distribution of claims among other responsible funds.

TABLE A-13
CITY OF SAN DIEGO
GENERAL FUND LIABILITY CLAIMS AND PREMIUMS
Fiscal Years 2010 through 2014

Liability Claims Payments Liability Premium

Fiscal Year and Settlement Costs”™” Payments(z)
2010 $16,616,000 $5,729,000
2011 11,867,000 4,939,000
2012 7,341,000 3,851,000
2013 16,027,000 3,714,000
2014% 40,559,000 5,590,000

()" The City’s General Fund portion of settlement and investigation expenses for third party public liability claims, and other

litigation expenses.

@ Premiums for various insurance contracts.

@ Increase in Liability Claims Payments and Settlement Costs from Fiscal Year 2013 to 2014 is primarily attributed to the
following two large settled claims: Luke Acuna claim in the amount of $18.5 million and Lexin v. City of San Diego in the
amount of $8.8 million.

Source: Risk Management Department, City of San Diego (unaudited).

During Fiscal Year 2014 and to date in Fiscal Year 2015, there were no significant reductions in
insurance coverage from the prior year. For each of the past three full Fiscal Years, the settlements have not
exceeded insurance coverage. The City can give no assurance that particular losses will be covered or that
providers will be able to pay covered losses.

Workers’ Compensation and Long-Term Disability
All operating funds of the City participate in both the workers’ compensation and LTD programs.
Workers’ Compensation activity is reported within the General Fund and LTD activity is reported within the

Miscellaneous Internal Service Fund. Each operating fund contributes an amount equal to a specified rate
multiplied by the gross salaries payable from such fund. These payments are treated as operating expenditures
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in the contributing funds and operating revenues in the General Fund and Miscellaneous Internal Service Fund.
The Five Year Outlook addresses reserves for the Workers’ Compensation Fund. See “Reserves” herein.

Public Liability Insurance

The City’s self-insured retention for public liability is $3,000,000 per occurrence. The City maintains
excess public liability insurance policies in collaboration with a statewide joint powers authority risk pool, the
California State Association of Counties-Excess Insurance Authority (CSAC-EIA) for amounts up to
$50,000,000 per occurrence (inclusive of the $3,000,000 self-insured retention for public liability). The Five
Year Outlook addresses reserves for the Public Liability Fund. See “Reserves” herein.

Employee Group Health Insurance

The City currently offers a cafeteria-style flexible benefits plan. For MEA, Teamsters 911, and Local
127 represented employees, this plan requires employees to choose a health plan unless covered elsewhere, and
also a life insurance plan. It also gives employees the option of obtaining dental and/or vision insurance. For
all other employees, the benefits plan is the same, with the exception that $50,000 of City-paid life insurance is
automatically provided outside of the flexible benefit credit. Employees receive flexible benefit dollars as
taxable earnings and may use those dollars for medical/dental/vision and childcare reimbursement accounts.

The City is currently assessing the impact of the Affordable Care Act (ACA) on employee health
benefits and flexible benefits. Negotiations with the City’s five recognized employee organizations will need
to occur prior to determining the impact on City benefit plans. It is anticipated that compliance with the ACA
legislation will be implemented in Fiscal Year 2016 and future fiscal years.

Property and Flood Insurance

The City participates in the joint purchase of property insurance and flood insurance through the
CSAC-EIA pool (policy term March 31, 2014 through March 31, 2015), which includes flood coverage for all
components of the City Property. For a discussion of fire and other property insurance for the City Property
(except the Ground Lease Sites), see “SECURITY AND SOURCES OF PAYMENT FOR THE 2015
BONDS” in the front part of this Official Statement. The City is not required to provide flood insurance for
the Leased Property pursuant to the Lease, and in its discretion, may elect to modify the designation of covered
properties in the future, in which case it is possible that none of the Leased Property will be covered.

This joint purchase of the City’s “all risk” property insurance through the CSAC-EIA pool insures
approximately $2.78 billion of City property and provides coverage for loss to City property under the primary
policy up to approximately $25 million per occurrence, with a $25,000 deductible. This limit of insurance
includes coverage for rental interruption for designated lease financed locations. 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 losses due to the same occurrence. Limits and coverage may be adjusted periodically in
response to requirements of bond financed projects, acquisitions, and in response to changes in the insurance
marketplace. The City can give no assurance that any future losses will be covered or that its insurance
provider will be able to cover any such losses.

The City is in the process of renewing its property and flood insurance policies for a one-year policy
term commencing March 31, 2015. The City does not expect the changes to the coverage limits during the
new policy term.

Earthquake Insurance

The City has access of up to $327.5 million of coverage limits, including coverage for rental
interruption, for earthquake for designated buildings and structures. None of the Leased Property is currently
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covered by earthquake insurance. See “SECURITY AND SOURCES OF PAYMENTS FOR THE 2015
BONDS — Abatement of Lease Payments” and “— CSAC-EIA Pool” in the front part of this Official Statement.
The earthquake coverage is subject to a 5% of total insured values deductible per unit per occurrence, subject
to a minimum of $100,000, effective through March 31, 2015. 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.

The City is in the process of renewing its earthquake coverage for a one-year policy term commencing
March 31, 2015. The City does not expect the changes to the coverage limits during the new policy term.

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 $15 million per
occurrence subject to a $25,000 deductible.

LITIGATION POTENTIALLY ADVERSELY AFFECTING THE GENERAL FUND
Pending Litigation Regarding the 2015 Bonds

Except for the Series 2015A Bonds Litigation and the Series 2015B Bonds Litigation described under
the caption “PENDING LITIGATION CHALLENGING THE 2015 BONDS,” there is no litigation against the
City pending or, to the knowledge of the executive 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 2015 Bonds; (ii) questioning or affecting the validity of the 2015 Bonds; or (iii) questioning or
affecting the validity of any of the proceedings for the authorization, sale, execution or delivery of the 2015
Bonds. There are, however, lawsuits and claims pending against the City arising in the ordinary course of the
City’s activities which, taken individually or in the aggregate, could materially affect the City’s finances.
Please see note 17 of the City’s CAFR for Fiscal Year 2014 for additional information.

Litigation and Regulatory Actions

The City is a defendant in lawsuits pertaining to various matters, including claims asserted which are
incidental to performing routine governmental and other functions. This litigation includes but is not limited
to: actions commenced and claims asserted against the City arising out of alleged torts; alleged breaches of
contracts; alleged violations of law; and condemnation proceedings. The City received 1,425 notices of claims
in Fiscal Year 2013 and 1,439 notices of claim in Fiscal Year 2014.

The Office of the City Attorney has prepared the following summary of certain pending claims and
lawsuits for which, as of the date of the Official Statement, the City Attorney believes, in the event of an
unfavorable outcome for the City, the potential loss could exceed $10 million. All figures provided in this
section are preliminary and subject to change. Nothing disclosed herein should be considered an admission by
the City. In the event of an adverse ruling, certain pending lawsuits, including those disclosed individually
herein, may potentially result in an additional material liability to the City. See Notes 17 and 24 of the City’s
CAFR for Fiscal Year 2014 for additional information regarding the City’s contingent liabilities related to
litigation. Please note that the information presented in the CAFR includes citywide liabilities and is not
limited to the General Fund. Additionally, the City maintains a Public Liability Fund Reserve to pay, in part,
claims against the General Fund. See subsection “Public Liability Fund Reserve” under “Reserves” herein.
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Concelcao McCaffrey, et al. v. San Diego Police Department et al.

The case involves a wrongful death action where a San Diego police officer responding to call made a
U-turn against a red arrow into the path of a motorcyclist who was later pronounced dead. The plaintiffs are
the deceased’s heirs. Plaintiffs have claimed damages of $50 million and have filed an offer to compromise in
an amount of $20 million. The likely potential exposure to the City is between $0 and $20 million.

San Diegans for Open Government v. City of San Diego

San Diegans for Open Government (“SDOG”) has filed a lawsuit challenging the renewal of and
assessments levied in the City’s Tourism Marketing District (“TMD?”). If the TMD levy is invalidated and the
assessments ordered refunded the total cost would be approximately $32 million. The City has begun to set
aside a portion of the assessments collected in a reserve which will be used first to pay refunds in the event of
an unfavorable outcome in the lawsuit. There is currently approximately $9.8 million in the reserve and the
City plans to increase the balance in the reserve each fiscal year with a target of a $30 million reserve in Fiscal
Year 2017 should the case still be unresolved at that point. To the extent that any refunds exceed the amount
in the TMD reserve, such refunds will be payable from other City funds.

Border Business Park, Inc. (aka De La Fuente Business Park, Inc.) v. City of San Diego

Starting in 1995, an Otay Mesa developer filed the first of five lawsuits against the City concerning
activities surrounding the development of a business park adjacent to the Mexican border. Four cases
involve alleged breaches of a 1986 development agreement and inverse condemnation. The fifth concerns an
alleged breach of a sewer reimbursement agreement. The developer, Roque De La Fuente, controls all of the
plaintiff entities. In the first lawsuit, Border Business Park, Inc. III, a jury returned a verdict of $94.5
million in plaintiff’s favor. On appeal, however, the Court of Appeal overturned the jury’s verdict and
ordered a new trial on the breach of contract claim only. Two other lawsuits, National Enterprises, Inc. and
Otay Acquisitions, LLC, were stayed during the pendency of the Border Business Park appeal. Upon
remand, the City successfully demurred in each of the three cases, and each was dismissed. Plaintiff
subsequently filed appeals in these matters. On June 7, 2010, the California Court of Appeal, Fourth
Appellate District, Division Two, reversed the judgments entered in favor of the City on the breach of
contract causes of action only. The dismissal of the inverse condemnation causes of action was affirmed. A
fourth lawsuit, Otay Truck Parking, L.P., setting forth substantially similar allegations, including an inverse
condemnation claim, was filed in August 2009. The fifth lawsuit, Border Business Park, Inc. IV, was filed
in April 2011. These matters are currently awaiting the assignment of a new trial date. The possible
aggregate exposure of these cases ranges between $0 and $30 million.

De Anza Cove Homeowners Association, Inc. et al. v. City of San Diego et al.

This case, along with other cases based on the same facts, involves residents of the De Anza
Mobilehome Park who have filed suit alleging violations by the City of the California Mobilehome Residency
laws. The court found the City liable for failing to prepare a tenant impact report when the City sought to
close the mobilehome park in 2003. The Amended Judgment of October 16, 2014 provides that the City pay a
Judgment of approximately $32 million in the class action portion of the lawsuit.

A related claim, Joseph Aglio et al. v. City of San Diego, et al., involves residents excluded from the
Homeowners action either because they had entered into settlement agreements or were evicted from the park.
The Aglio case involves potential costs to the City of up to $10 million. In both De Anza cases, the City has
insurance policies that may cover some or all of the City’s costs.

In a cross claim related to the De Anza class action matter, the former lessee of the park, De Anza

Harbor Resort and Golf, LLC (DHRG) seeks payment for the value of the improvements left at the park. The
value alleged by DHRG, is approximately $35 million for the value of the property plus an additional $35
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million for the loss of use of funds it would have realized if it operated the park over the last 12 years during
the litigation. Its lease term ended November 23, 2003.

Related to the defense of the class action, Scottsdale Insurance Company, is seeking a determination
of no coverage afforded to the City under the policy at issue. Scottsdale will also seek reimbursement of
uncovered claims for which it has provided a defense over the last 12 years, placing a value on those
uncovered claims in the range of $3-4 million.

Claim for Refund of SDG&E Franchise Fee Surcharges

On March 9, 2015, the City received a claim purporting to represent all San Diego Gas & Electric
(SDG&E) ratepayers in the City of San Diego who were charged certain franchise fee surcharges on their
SDG&E gas and electricity bills from 2003 to present. Claimant alleges that certain of the franchise fee
surcharges are not franchise fees, rather, they are taxes illegally imposed in violation of the California
Constitution and the City Charter. In particular, the claim appears to relate to franchise fee surcharges which
are collected by SDG&E and then paid to the City as part of the City’s program to underground electric
utilities (the “Undergrounding Program™). The franchise fees collected for the Undergrounding Program are
deposited into a separate fund which is not part of the General Fund. Claimant seeks the refund of all franchise
fee surcharges related to the Undergrounding Program, which Claimant alleges totaled approximately $35.6
million in 2003 and presently exceeds $50 million annually. Since Fiscal Year 2004, the first full year of
collections, the franchise fee surcharges for the Undergrounding Program have averaged $47 million annually.
The City has not yet evaluated the merits of the claim or any potential impact to the General Fund resulting
from it. The claim does not involve franchise fees that are received as revenue in the General Fund. However,
were the claimant to file a lawsuit and be successful with respect to the claim for a refund, the City would be
required to pay a judgment from any lawfully available funds, including lawfully available funds in the
General Fund.

The claim was filed with the City shortly after the ruling in the case of Jacks v. City of Santa Barbara,
2d Civil No. B253474, 234 Cal.App.4th 925, by the California Court of Appeal for the Second Appellate
District, holding that a one percent surcharge on a franchise fee collected by Southern California Edison and
paid to the City of Santa Barbara was an illegal tax violating Article XIIIC of the California Constitution.

INVESTMENT OF FUNDS
Investment of Funds

Amounts in the funds and accounts of the General Fund are invested by the City Treasurer in the City
Treasurer’s Pooled Investment Fund (the “City Pool”) described below. The City accounts for such amounts
separately from other funds of the City.

City Pool

In accordance with the Charter of the City and authority granted by the City Council, the City
Treasurer is responsible for investing the unexpended cash in 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 and certain
related entities are the only participants in the City Pool; there are no other participants either voluntary or
involuntary in the City Pool. The investment objectives of the City Pool are preservation of capital, liquidity
and return.

Oversight and Reporting Requirements

The City Treasurer provides both a monthly and quarterly investment report to the Chief Financial
Officer, the City Comptroller and the City Council and annually presents the City Treasurer’s Investment

A-43



Policy to the Chief Financial Officer, the City Treasurer’s Investment Advisory Committee (the “IAC”), the
Budget and Government Efficiency Committee, and the City Council. The IAC is comprised of two City
employees, currently the Chief Financial Officer and the Director of Debt Management, and three outside
investment professionals and is charged with overseeing the review of the City Treasurer’s Investment Policy
and practices of the City Treasurer and recommending changes thereto. Investments in the City Pool are
audited annually by an independent firm of certified public accountants as part of the overall audit of the City’s
financial statements.

The City’s Investments Division uses outside services to provide investment portfolio valuations and
accounting and reporting services. These services provide monthly portfolio valuation, investment
performance statistics, and other portfolio reports that are distributed to the Office of the City Treasurer
Accounting program and the Office of the Comptroller for review and reconciliation. The Office of the City
Treasurer’s Accounting program prepares a series of monthly reports, including the portfolio market valuation,
and distributes these to the Mayor, City Council, Chief Financial Officer, and other officials.

Authorized Investments

Investments in the City Pool are governed by State law and further restricted by the City Treasurer’s
Investment Policy. The Investment Policy is prepared with safety of principal being the foremost objective.
Permitted investments include U.S. Treasury securities, U.S. Agency securities, U.S. Agency mortgage backed
securities, corporate medium term notes, money market instruments, non-negotiable Federal Deposit Insurance
Corporation-insured certificates of deposit and the Local Agency Investment Fund (California State Pool).
Reverse repurchase agreements (“reverse repos”) and securities lending arrangements 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 managed in two separate portfolios, the Liquidity and Core portfolios. In its management
of the “Liquidity” portfolio, comprising approximately 35% of total funds, the City invests in a variety of debt
securities with maturities typically ranging from one day to one year; performance is measured against the
Bank of America Merrill Lynch three-to-six month Treasury Bill Index. 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 Bank of America Merrill Lynch one- to three-year U.S. Treasury
Index. The 35% Liquidity/65% Core portfolio split serves as a guideline. The actual split may vary due to
market conditions or other factors. Safety of principal and liquidity are paramount considerations in the
management of both portfolios.

Pool Liquidity and Other Characteristics

The City Treasurer’s Pooled Investment Fund (including both the “Liquidity” and the “Core”
portfolios) is highly liquid. Based on unaudited month-end data as of December 31, 2014, approximately 10%
of the pool investments mature within 62 days, 12% within 92 days, 29% within 184 days, 40% within 1 year,
78% within 2 years, 98% within 3 years, and 100% within 5 years (on a cumulative basis). As of
December 31, 2014, the City Treasurer’s Pooled Investment Fund had a weighted average maturity of 1.31
years (479 days) and its weighted average yield was 0.48%. 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 0.37 years and the Core
portfolio had a duration of 1.65 years as of December 31, 2014. 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 market
value by 0.37% for every 1% increase in market interest rates while the Core portfolio should decrease in
market value by 1.65% for every 1% increase in market interest rates. The City Treasurer’s Pooled Investment
Fund 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 Treasurer’s Pooled
Investment Fund 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 A-14 sets forth information concerning the City Pool at December 31, 2014.

TABLE A-14
CITY OF SAN DIEGO POOLED INVESTMENT FUND
At December 31, 2014
(in thousands)
(unaudited)
Investment Instrument Book Value Fair Value Percent of T otal™

U.S. Treasury Notes $ 934,115 $ 934,661 46.26%
Agency Discount Notes 183,568 183,609 9.09
Agency Notes & Bonds 369,807 369,492 18.31
Commercial Paper 84,905 84,929 4.20
Corporate Notes & Bonds 102,690 102,684 5.08
Local Agency Investment Fund 49,819 49,819 2.47
Repurchase Agreement 44,200 44,200 2.19
Negotiable Certificates of Deposit 175,002 175,019 8.67
Asset Backed Securities 75.379 75.393 3.73
TOTAL INVESTMENTS $ 2,019,485 $ 2,019,807 100.00%

(" Based on book value.
Source: Office of the City Treasurer, City of San Diego.

The City Pool is not invested in any structured investment vehicles or mortgage-backed securities. In
addition, the City has no outstanding swap arrangements or liquidity facilities.

BONDED AND OTHER INDEBTEDNESS
Issuer Ratings
As of March 1, 2015, the City had an “Aa2” Issuer Rating from Moody’s Investors Service, Inc., an
“AA” Issuer Credit Rating from Standard & Poor’s Rating Services and an “AA-" Implied GO Rating from
Fitch Ratings. These ratings are separate from the ratings on the 2015 Bonds and do not reflect the ratings

assigned by the rating agencies to the 2015 Bonds. See “RATINGS” in the forepart of the Official Statement.

Long-Term Obligations

As of March 1, 2015, the City had $545,227,000 aggregate principal amount of long-term General
Fund lease obligations outstanding.

[Remainder of Page Intentionally Left Blank]
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Table A-15 provides a schedule, by years, of principal and interest payments required to be made by
the City with respect to future obligations, as of June 30, 2014.

TABLE A-15
CITY OF SAN DIEGO
GENERAL FUND LEASE PAYMENTS AND OTHER GENERAL FUND OBLIGATIONS”
As of June 30, 2014
(in thousands)
(Unaudited)
Total Principal
General Fund and Interest
Fiscal Year Lease Paymentsw Other Payable
2015 $ 48,259 $ 8,994 $ 57,253
2016 48,236 0 48,236
2017 48,204 0 48,204
2018 48,162 0 48,162
2019 __ 48,146 0 48.146
Thereafter $ 646,422 $ 0 646,422
Subtotal $ 887,428 § 8994 $ 896,422
Less Interest Portion _ (329.636) 333 (329.969)
Total Principal Portion $ 557,793 $ 8,661 $ 566,454

" Includes lease payments related to Qualified Energy Conservation Bonds (“QECBs”), which are partially offset by direct

cash subsidy payments from the federal government annually over the life of the bonds. For example, the Fiscal Year 2015
subsidy is $379,187 resulting in a net lease payment of $1,081,749 after accounting for the subsidy. The amounts above
reflect total lease payments.

Includes the payment on the Sale of McGuigan Judgment concerning the court-approved class action settlement in the case
of William J. McGuigan v. City of San Diego, et. al., which was paid in full on July 1, 2014.

Source: Debt Management Department, City of San Diego.

(2]

[Remainder of Page Intentionally Left Blank]
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Table A-16 provides a summary list of long-term General Fund lease commitments and other General
Fund supported obligations outstanding as of June 30, 2014 and March 1, 2015.

TABLE A-16
CITY OF SAN DIEGO
GENERAL FUND SUPPORTED OBLIGATIONS
(in thousands)

(Unaudited)
Principal Principal
Outstanding as of Outstanding as of

June 30, 2014 March 1, 2015
General Fund Lease Commitments”
2007A — Ballpark Project Refunding Bonds $ 129,780 $ 125,255
2010A — Master Refunding Bonds 155,170 149,855
2011 — Qualified Energy Conservation Bonds (Broad Spectrum Street Lighting'® 10,863 10,862
2012A — Convention Center Expansion Refunding Bonds 126,610 126,610
2012A — Deferred Capital Improvement Project Bonds 70,215 69,610
2012B - Fire and Life Safety Refunding Bonds 17,720 17,370
2013A — Capital Improvement Projects and Old Town Light Rail Refunding 41,590 40,305
2013B — Balboa Park/Mission Bay Park Refunding 5,845 __ 5360
Total Principal of General Fund Lease Commitments $ 557.793 $ 545227
Other
McGuigan Settlement Modification $ 8,661 $ 0
Total Other $ 8661 $ 0
Total Principal Outstanding $ 566,454 $ 545227

" The Lease Revenue Bonds were issued by two Joint Power Authorities. Bonds are paid from City lease payments made to

the Joint Power Authorities from the General Fund.
@ Private placement financing.
Source: Debt Management Department, City of San Diego.

Short Term Capital Leases

The City periodically enters into various short-term capital leases that are obligations of the City’s
General Fund which, as of March 1, 2015, were outstanding in an aggregate principal amount equal to
$52.1million.

Future Financing Plans

From time to time, the City conducts bond offerings to fund various General Fund -capital
improvements and projects.

As of January 2014, the City Council approved lease revenue bonds to fund infrastructure projects in
an amount up to $120 million (see “General Fund Infrastructure and Multi-Year Capital Program” herein). The
Series 2015 Bonds are being issued under this authorization with construction fund proceeds totaling
approximately $120 million. Additionally, the City currently expects to issue an estimated $270 million in
General Fund supported lease obligations in as needed amounts between Fiscal Years 2017 and 2019 to
continue to address the City’s ongoing General Fund capital improvement priorities in streets pavement, public
facilities, and the storm drain system. The projected annual lease payment costs for General Fund supported
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lease obligations will be taken into account in the City’s General Fund Five Year Outlook updates prepared
annually. The timing of the individual bond series will be dependent on the actual spend down of the available
bond construction funds.

The Mayor has recently announced City streets repair as his highest infrastructure priority and
anticipates doubling current efforts and a goal to repair an estimated one thousand miles of City streets over 5
years starting Fiscal Year 2016. To implement this proposal, a funding plan is formulated relying on multiple
sources of funding, including General Fund supported bond program described above and pay go sources from
voter approved TransNet sales tax funds and Gas Tax allocations.

The City monitors outstanding General Fund obligations and conducts refundings if economically
advantageous. Currently, the City expects to advance refund the 2007A Public Facilities Financing Authority
Ballpark Lease Revenue Refunding Bonds in the summer of 2015, which would result in lease payment
savings for the City’s General Fund.

Short-Term Borrowings

Prior to Fiscal Year 2014, the City had historically issued tax and revenue anticipation notes annually
in anticipation of receipt of taxes and other General Fund revenues. The note offerings during Fiscal Years
2006 to 2013 ranged from approximately $100 million to $163 million. There were no tax and revenue

anticipation notes issued in Fiscal Year 2014 and Fiscal Year 2015.

[Remainder of Page Intentionally Left Blank]
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Operating Lease Commitments

The City has various General Fund lease contracts under which the City must make annual payments
to occupy facilities necessary for City operations. The payments in Fiscal Year 2014 totaled $7.9 million.
Table A-17 below is a schedule by years of future minimum rental payments required 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, 2014. Actual future rental payments will be affected by amendments or extensions to existing leases
and by any new leases entered into by the City from time to time.

TABLE A-17
CITY OF SAN DIEGO
FUTURE MINIMUM RENTAL PAYMENTS
GENERAL FUND OPERATING LEASE COMMITMENTS®"
(in thousands)

As of June 30, 2014
Fiscal Year Rent Payable
2015 6,814
2016 9,361
2017 9,325
2018 9,513
2019 9,746
2020 7,530
2021 6,159
2022 6,164
2023 6,318
2024 6,476
2025-2035 78,888
Total $156,295

(1) Table describes commercial rent payable by the City under the currently existing lease agreements.
(2) Currently, the final lease expires in Fiscal Year 2035.
(3) Line items do not add to total due to independent rounding.

Source: Real Estate Assets Department, City of San Diego.

Overlapping Debt and Debt Ratios

Table A-18 presents a statement of direct and overlapping bonded debt (the “Debt Statement”) of the
City as of March 1, 2015. The City has issued bonds 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 are not secured by City General Fund amounts or
revenues.

The Debt Statement is prepared by California Municipal Statistics Inc. and is included for general
information purposes only. The City has not reviewed the Debt Statement for completeness or accuracy and
makes no representations in connection therewith. The Debt Statement does not include the 2015 Bonds
described in the front part of this Official Statement. The Debt Statement generally includes long-term
obligations sold in the public credit markets by public agencies whose boundaries overlap the boundaries of
the City in whole or in part. Such long term obligations generally are not payable from revenues of the City
(except as indicated) nor are they necessarily obligations secured by land within the City. In many cases, long-
term obligations issued by a public agency are payable only from the general fund or other revenues of such
public agency.
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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 Assessment 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 March 1, 2015, there were three 1984 Act Reassessment District bond issues with
aggregate outstanding principal of $7,596,902, and six Community Facilities District bond issues with
outstanding principal of $99,930,000.

The reserve funds for each of the City’s outstanding Assessment District and Community Facilities
District bond issues were fully funded as of March 1, 2015. The City is not in any way obligated to make debt
service payments for either Assessment District or Community Facilities District bond obligations which are
designated as Debt Without Government Commitment in the City’s financial statement.

The entry in Table A-18 below for City of San Diego General Fund Obligations differs from the
March 1, 2015 total in Table A-16 above because it does not include the Qualified Energy Conservation Bonds
(Broad Spectrum Street Financing) which was privately placed.

[Remainder of Page Intentionally Left Blank]
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TABLE A-18
CITY OF SAN DIEGO
STATEMENT OF DIRECT AND OVERLAPPING BONDED DEBT
As of March 1, 2015
(in thousands, except for percentages)

(unaudited)
Total Debt City’s Share of
OVERLAPPING TAX AND ASSESSMENT DEBT: 3/1/15 % Applicable" Debt 3/1/15
Metropolitan Water District $ 110,420,000 8.507% $ 9,393,429
Palomar Community College District 300,493,901 23.440 70,435,770
San Diego Community College District 1,283,588,742 99.934 1,282,741,573
Poway Unified School District School Facilities Improvement District Nos. 2002-1 and 337,923,406 55.832 & 56.362 189,618,091
2007-1
San Diego Unified School District 2,271,623,481 99.937 2,270,192,358
Sweetwater Union High School District 336,119,415 19.676 66,134,856
San Ysidro School District 120,227,611 87.653 105,383,108
Other School, High School and Community College Districts 1,448,254,330 Various 126,443,068
Grossmont Healthcare District 219,577,076 8.074 17,728,653
Palomar Pomerado Health System 471,441,406 27.619 130,207,402
City of San Diego Community Facilities District No. 1 19,295,000 100. 19,295,000
City of San Diego Community Facilities District No. 2, Improvement Area Nos. 1, 3 and 4 54,665,000 100. 54,665,000
City of San Diego Community Facilities District No. 3 15,120,000 100. 15,120,000
City of San Diego Community Facilities District No. 4 10,925,000 100. 10,925,000
City of San Diego 1915 Act Bonds 7,596,902 100. 7,596,902
Del Mar Unified School District Community Facilities District No. 99-1 & 95-1 26,505,000 100. 26,505,000
North City West School District Community Facilities District 63,872,921 100. 63,872,921
Poway Unified School District Community Facilities Districts 358,259,239 99.334-100. 358,137,128
San Dieguito Union High School District Community Facilities Districts 40,695,817 82.533-100. 35,697,703
Sweetwater Union High School District Community Facilities Districts 19,514,953 12.707-100. 12,847,111
Solana Beach School District Community Facilities Districts 33,015,000 100. 33,015,000
Other Special District 1915 Act Bonds 18,572,014 Various 5,394,771
TOTAL OVERLAPPING TAX AND ASSESSMENT DEBT $4,911,349,844
DIRECT AND OVERLAPPING GENERAL FUND DEBT:
San Diego County General Fund Obligations $346,755,000 47.028% $ 163,071,941
San Diego County Pension Obligation Bonds 682,615,180 47.028 321,020,267
San Diego Superintendent of Schools Certificates of Participation 14,732,500 47.028 6,928,400
Palomar Community College District General Fund Obligations 4,435,000 23.440 1,039,564
Poway Unified School District Certificates of Participation 62,408,869 63.698 39,753,201
Sweetwater Union High School District Certificates of Participation 42,475,000 19.676 8,357,381
Chula Vista School District General Fund Obligations 134,745,000 5.199 7,005,393
San Ysidro School District Certificates of Participation 41,015,125 87.653 35,950,988
Other School, High School and Community College District Certificates of Participation 126,987,349 Various 5,182,566
City of San Diego General Fund Obligations 534,365,000 100. 534,365,000
Otay Municipal Water District Certificates of Participation 45,195,000 6.831 3.087.270
TOTAL GROSS DIRECT AND OVERLAPPING GENERAL FUND DEBT $1,125,761,971
Less: Otay Municipal Water District Certificates of Participation 3,087,270
TOTAL NET DIRECT AND OVERLAPPING GENERAL FUND DEBT $1,122,674,701
OVERLAPPING TAX INCREMENT DEBT (Successor Agencies): $556,404,396 1.261-100.% $518,394,818
TOTAL DIRECT DEBT $534,365,000
TOTAL GROSS OVERLAPPING DEBT $6,021,141,633
TOTAL NET OVERLAPPING DEBT $6,018,054,363
GROSS COMBINED TOTAL DEBT $6,555,506,633
NET COMBINED TOTAL DEBT $6,552,419,363

® The percentage of overlapping debt applicable to the city is estimated using taxable assessed property value. Applicable percentages were estimated by

determining the portion of the overlapping district's assessed value that is within the boundaries of the city divided by the district's total taxable assessed value.
Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and non-bonded capital lease obligations. Qualified Zone Academy Bonds
are included based on principal due at maturity.

)

Ratios to 2014-15 Assessed Valuation:

Overlapping Tax and Assessment Debt 2.49%
Total Direct Debt ($534,365,000) 0.27%
Gross Combined Total Debt 3.33%
Net Combined Total Debt 3.32%

Ratios to Redevelopment Successor Agency Incremental Valuation ($19,017,.941,513):
Total Overlapping Tax Increment Debt ...........ccoooiiiiiiiiiiiiiiiccccccs 2.73%

Source: Muni Services, LLC.
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LIMITATIONS ON TAXES AND APPROPRIATIONS
Article XIITA of the California Constitution

Section 1(a) of Article XIIIA 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 XIIIA), to be collected by each county
and apportioned among the county and other public agencies and funds according to law. Section 1(b) of
Article XIIIA, as enacted in 1978 by Proposition 13, provides that the 1% limitation does not apply to ad
valorem taxes to pay interest or redemption charges on indebtedness approved by the voters prior to July 1,
1978. On June 3, 1986, California voters approved an amendment to Article XIIIA, which allows for an
additional exemption to the 1% tax limitation imposed by Article XIIIA. Under this amendment to
Article XIIIA, local governments and school districts may increase the property tax rate above 1% for the
period necessary to retire bonds approved on or after July 1, 1978, if two-thirds of those voting in a local
election approve the issuance of such bonds and the money raised through 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.

Section 2 of Article III 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 annually 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 XIIIA 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.

In addition, legislation enacted by the California Legislature to implement Article XIIIA 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.

In the June 1990 election, the voters of the State approved amendments to Article XIIIA permitting
the State Legislature to extend the replacement dwelling provisions applicable to persons over 55 to severely
disabled homeowners for a replacement dwelling purchased or newly constructed on or after June 5, 1990, and
to exclude from the definition of “newly constructed” improvements to certain dwellings for the purpose of
making the dwelling more accessible to severely disabled persons. In the November 2010 election, the voters
of the State approved an amendment of Article XIIIA to exclude from the definition of “newly constructed”
seismic retrofitting improvements to existing structures. Voters have approved several other minor exemptions
from the reassessment provisions of Article XIIIA.

Article XIIIB of the California Constitution

Article XIIIB 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 annually for changes in the cost of living, population, and services for
which the fiscal responsibility is shifted to or from the governmental entity (the “Gann Limit”). The “base
year” for establishing this appropriations limit is the 1978-1979 fiscal year.

Appropriations subject to Article XIIIB 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
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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 XIIIB
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 XIIIB 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. Article XIIIB allows voters to approve a temporary
waiver of a government’s Article XIIIB limit.

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 XIIIB, 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 from the
appropriations limit “all qualified capital outlay projects, as defined by the Legislature.”

The City’s appropriations limit for Fiscal Year 2014 has been established at $1.72 billion. Using the
Fiscal Year 2014 Budget, the appropriations subject to the limit (i.e., proceeds of taxes, excluding debt service
on voter-approved debt and qualified capital outlays) have been calculated to be $826.4 million, which is
$896.6 million lower than the Gann Limit. The impact of the appropriations limit on the City’s financial needs
in the future is unknown.

Articles XITIC and XIIID (Proposition 218) of the California Constitution

On November 5, 1996, the voters of the State approved Proposition 218, a constitutional initiative,
entitled the “Right to Vote on Taxes Act” (“Proposition 218”). Proposition 218 added Articles XIIIC and
XIIID to the California Constitution and contained a number of interrelated provisions affecting the ability of
local governments, including the City, to levy and collect both existing and future taxes and assessments, fees
and charges.

Article XIIIC

Section 2 of Article XIIIC requires majority voter approval for the imposition, extension or increase of
general taxes and requires two thirds voter approval for the imposition, extension or increase of special taxes.
These voter approval requirements of Article XIIIC reduce the flexibility of the City to raise revenues by the
levy of general or special taxes and, given such voter approval requirements, no assurance can be given that
the City will be able to enact, impose, extend or increase any such taxes in the future to meet increased
expenditure requirements.

Although a portion of the City’s General Fund revenues are derived from general taxes purported to
be governed by Proposition 218, all of such taxes were either imposed, extended or increased prior to the
effective date of Proposition 218 or in accordance with the requirements of Proposition 218. 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, such as the TOT, Proposition 172 revenues, or storm water
fees which support the City’s General Fund. TOT and other local taxes, assessments, fees and charges, could
be subject to reduction or repeal by initiative under Proposition 218.

Section 3 of Article XIIIC 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 or
charges were imposed. Section 3 expands the initiative power to include reducing or repealing assessments,
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fees and charges that 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 XIIIC to fees imposed after November 6, 1996, the effective date of Proposition 218, and absent other
legal authority could result in the reduction in any existing taxes, assessments or fees and charges imposed
prior to November 6, 1996.

“Fees” and “charges” are not expressly defined in Article XIIIC or in SB 919, the Proposition 218
Omnibus Implementation Act enacted in 1997 to prescribe specific procedures and parameters for local
jurisdictions in complying with Article XIIIC and Article XIIID (“SB 919”). However, on July 24, 2006, the
California Supreme Court ruled in Bighorn-Desert View Water Agency v. Virjil (Kelley) (the “Bighomn
Decision™) that charges for ongoing water delivery are fees and charges within the meaning Section 3 of
Article XIIIC. The California Supreme Court held that such water service charges may, therefore, be reduced
or repealed through a local voter initiative pursuant to Section 3 of Article XIIIC. The Bighorn Decision has
been interpreted to mean that ongoing water delivery charges are also property-related fees and charges within
the meaning of Article XIIID.

In the Bighorn Decision, the Supreme Court stated that nothing in Section 3 of Article XIIIC
authorizes initiative measures that impose voter-approval requirements for future increases in fees or charges
for water delivery. The Supreme Court stated that water providers may determine rates and charges upon
proper action of the governing body and that the governing body may increase a charge which was not affected
by a prior initiative or impose an entirely new charge.

The Supreme Court further stated in the Bighorn Decision that it was not holding that the initiative
power is free of all limitations and was not determining whether the initiative power is subject to the statutory
provision requiring that water and wastewater service charges be set at a level that will pay debt service on
bonded debt and operating expenses. Such initiative power could be subject to the limitations imposed on the
impairment of contracts under the contract clause of the United States Constitution. Additionally, SB 919
provides that the initiative power provided for in Proposition 218 “shall not be construed to mean that any
owner or beneficial owner of a municipal security, purchased before or after (the effective date of Proposition
218) assumes the risk of, or in any way consents to, any action by initiative measure that constitutes an
impairment of contractual rights” protected by the United States Constitution.

Article XIIIC 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 XIIIC, and it is unclear whether these terms are intended to have the same
meanings for purposes of Article XIIIC as for Article XIIID described below. If not, the scope of the initiative
power under Article XIIIC 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.

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 XIIID, the City is unable to predict whether it will be able to continue to collect assessment
revenues for these programs. If the City chose to fund any such programs from the General Fund instead, the
General Fund budget would be affected.

Article XIIID
Article XIIID defines a “fee” or “charge” as any levy other than an ad valorem tax, special tax, or
assessment imposed by an agency upon a parcel or upon a person as an incident of property ownership,

including a user fee or charge for a property-related service. A “property-related service” is defined as “a
public service having a direct relationship to a property ownership” herein. Article XIIID further provides that
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reliance by an agency on any parcel map (including an assessor’s parcel map) may be considered a significant
factor in determining whether a fee or charge is imposed as an incident of property ownership. In the Bighorn
Decision, the Supreme Court stated that ongoing water delivery charges are also property-related fees and
charges within the meaning of Article XIIID.

Article XIIID requires that any agency imposing or increasing any property-related fee or charge must
provide written notice thereof to the record owner of each identified parcel upon which such fee or charge is to
be imposed and must conduct a public hearing with respect thereto. The proposed fee or charge may not be
imposed or increased if a majority of owners of the identified parcels file written protests against it. As a
result, if and to the extent that a fee or charge imposed by a local government for water service is ultimately
determined to be a “fee” or “charge” as defined in Article XIIID, the local government’s ability to increase
such fee or charge may be limited by a majority protest.

In addition, Article XIIID also includes a number of limitations applicable to existing fees and charges
including provisions to the effect that (i) revenues derived from the fee or charge shall not exceed the funds
required to provide the property-related service; (ii) such revenues shall not be used for any purpose other than
that for which the fee or charge was imposed; (iii) the amount of a fee or charge imposed upon any parcel or
person as an incident of property ownership shall not exceed the proportional cost of the service attributable to
the parcel; and (iv) no such fee or charge may be imposed for a service unless that service is actually used by,
or immediately available to, the owner of the property in question. Property-related fees or charges based on
potential or future use of a service are not permitted.

Depending on the interpretation of what constitutes a “property-related fee”” under Article XIIID, there
could be future restrictions on the ability of the City’s General Fund to charge its enterprise funds for various
services provided. In the event that fees and charges of enterprise funds cannot be appropriately increased or
are reduced pursuant to exercise of the initiative power, the City may have to decide whether to supplement
any deficiencies in these enterprise funds with moneys from the General Fund or to curtail service, or both.

The City believes its current water and wastewater rates materially comply with the notice and
substantive provisions of Article XIIID.

The interpretation and application of Proposition 218 will ultimately be determined by the courts or
through implementing legislation with respect to a number of the matters described above, and it is not
possible at this time to predict with certainty the outcome of such determination or the nature or scope of any
such legislation.

Both Articles XIITA and XIIIB, as well as Articles XIIIC and XIIID 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.

Proposition 1A

On November 2, 2004, California voters approved Proposition 1A, which amends the State
Constitution to significantly reduce the State’s authority over major local government revenue sources. Under
Proposition 1A, the State may not (i) reduce local sales tax rates or alter the method of allocating the revenue
generated by such taxes, (ii) shift property taxes from local governments to schools or community colleges,
(ii1) change how property tax revenues are shared among local governments without two-third approval of both
houses of the State Legislature, or (iv) decrease Vehicle License Fees revenues without providing local
governments with equal replacement funding. Proposition 1A does allow the State to approve voluntary
exchanges of local sales tax and property tax revenues among local governments within a county.
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The State legislature suspended the requirements of Proposition 1A in an effort to balance the State’s
Fiscal Year 2010 budget. In Fiscal Year 2010, the State borrowed approximately $1.9 billion in property tax
revenue from local jurisdictions to help balance the State budget; the City’s share of this is approximately
$35.8 million. However, the City recovered this property tax revenue during Fiscal Year 2010 through a
securitization program of the California Statewide Communities Development Authority. As discussed below,
subsequent to the enactment of Proposition 22, Proposition 1A can no longer be suspended.

Proposition 1A may, in some circumstances, result in decreased resources being available for State
programs. The decreased resources in turn, could affect actions taken by the State to resolve budget
difficulties. Such actions have recently included increasing State taxes, and could include decreasing spending
on other state programs or other actions, some of which could be adverse to the City. While Proposition 1A
provides some protection to the City from the State taking of property tax, sales tax and vehicle license fees,
there are certain significant issues that relate to sources of funds not covered by Proposition 1A and to the
statutory relationships between the State and San Diego County. Impacts to the City’s budget that are
controlled by the State and County include property tax administration fees, booking fees and the SB 172
allocation.

Proposition 22

On November 2, 2010, the voters of the State approved Proposition 22, known as “The Local
Taxpayer, Public Safety, and Transportation Protection Act” (“Proposition 22”). Proposition 22, among other
things, broadens the restrictions established by Proposition 1A. While Proposition 1A permits the State to
appropriate or borrow local property tax revenues on a temporary basis during times of severe financial
hardship, Proposition 22 amends Article XIII of the California Constitution to prohibit the State from
appropriating or borrowing local property tax revenues under any circumstances. The State can no longer
borrow local property tax revenues on a temporary basis even during times of severe financial hardship.
Proposition 22 also prohibits the State from appropriating or borrowing proceeds derived from any tax levied
by a local government solely for the local government’s purposes. Furthermore, Proposition 22 restricts the
State’s ability to redirect redevelopment agency property tax revenues to school districts and other local
governments and limits uses of certain other funds. Proposition 22 is intended to stabilize local government
revenue sources by restricting the State government’s control over local revenues. The City cannot predict
whether Proposition 22 will have a beneficial effect on the City’s financial condition. See “CITY BUDGET
AND RELATED MATTERS — Former Redevelopment Agency” above for a discussion of the dissolution of
redevelopment agencies.

Proposition 26

On November 2, 2010, the voters of the State approved Proposition 26, known as the “Supermajority
Vote to Pass New Taxes and Fees Act” (“Proposition 26”). Proposition 26, among other things, amends
Article XIIIC to the California Constitution principally to define what constitutes a “tax” under the limitations
and requirements of that provision. Article XIIIC imposes limitations on local governments like the City when
imposing certain taxes, including a requirement that the local government submit certain taxes to the electorate
for its approval. Before Proposition 26, Article XIIIC did not define the term “tax.” Proposition 26 broadly
defines a tax under Article XIIIC to include “any levy, charge, or exaction of any kind imposed by a local
government.” Proposition 26 lists several exceptions to the definition of “tax,” which include (a) a charge for a
specific benefit or privilege, which does not exceed the reasonable costs of providing the benefit or privilege,
(b) a charge for a government service or product, which does not exceed the reasonable costs of providing the
service or product, (c) a charge for the reasonable regulatory costs of issuing licenses and permits, performing
investigations, inspections, and audits, and the administrative enforcement thereof, (d) a charge for entrance to
or use of local government property, or the purchase, rental, or lease of local government property, (e) a fine,
penalty, or other monetary charge imposed as a result of a violation of law, (f) a charge imposed as a condition
of property development, and (g) assessments and property-related fees imposed in accordance with the
provisions of Article XIII D.
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It appears that Proposition 26 does not apply retroactively to local government. Thus, even if a fee
enacted by the City prior to November 3, 2010 does not fit within any of Proposition 26’s exceptions, it will
nonetheless remain valid provided that the legislation authorizing it is not amended so as to extend or increase
the fee. The City does not believe that it has enacted, extended or increased any fees since passage of
Proposition 26 that would not be exempt from Proposition 26 or that would require voter approval pursuant to
Proposition 26.

Proposition 30

On November 6, 2012, voters approved the Temporary Taxes to Fund Education, Guaranteed Local
Public Safety Funding, Initiative Constitutional Amendment (also known as “Proposition 307), which
temporarily increases the State Sales and Use Tax and personal income tax rates on higher incomes.
Proposition 30 temporarily imposes an additional tax on all retailers, at the rate of 0.25% of gross receipts from
the sale of all tangible personal property sold in the State from January 1, 2013 to December 31, 2017.
Proposition 30 also imposes an additional excise tax on the storage, use, or other consumption in the State of
tangible personal property purchased from a retailer on and after January 1, 2013 and before January 1, 2017,
for storage, use, or other consumption in the State. This excise tax will be levied at a rate of 0.25% of the sales
price of the property so purchased. For personal income taxes imposed beginning in the taxable year
commencing January 1, 2012 and ending January 1, 2019, Proposition 30 increases the marginal personal
income tax rate by: (i) 1% for taxable income over $250,000 but less than $300,000 for single filers (over
$340,000 but less than $408,000 for joint filers), (ii) 2% for taxable income over $300,000 but less than
$500,000 for single filers (over $408,000 but less than $680,000 for joint filers), and (iii) 3% for taxable
income over $500,000 for single filers (over $608,000 for joint filers).

The revenues generated from the temporary tax increases will be included in the calculation of the
minimum funding guarantee for school districts and community college districts contained in the State
Constitution. From an accounting perspective, the revenues generated from the temporary tax increases will be
deposited into the State account created pursuant to Proposition 30 called the Education Protection Account
(the “EPA™). By dedicating the Proposition 30 funds to education, other revenues in the State General Fund
are freed up to fund other programs. Proposition 30 also placed into the state Constitution the current statutory
provisions transferring 1.0625 percent of the state sales tax to local governments to fund realignment

Proposition 2

On November 4, 2014, voters approved the Rainy Day Budget Stabilization Fund Act (also known as
“Proposition 2”). Proposition 2 is a legislatively-referred constitutional amendment which makes certain
changes to State budgeting practices, including substantially revising the conditions under which transfers are
made to and from the State’s Budget Stabilization Account (the “BSA”) established by the California Balanced
Budget Act of 2004 (also known as Proposition 58).

Under Proposition 2, and beginning in fiscal year 2015-16 and each fiscal year thereafter, the State
will generally be required to annually transfer to the BSA an amount equal to 1.5% of estimated State general
fund revenues (the “Annual BSA Transfer”). Supplemental transfers to the BSA (a “Supplemental BSA
Transfer”) are also required in any fiscal year in which the estimated State general fund revenues that are
allocable to capital gains taxes exceed 8% of total estimated general fund tax revenues. Such excess capital
gains taxes—net of any portion thereof owed to K-14 school districts pursuant to Proposition 98—will be
transferred to the BSA. Proposition 2 also increases the maximum size of the BSA to an amount equal to 10%
of estimated State general fund revenues for any given fiscal year. In any fiscal year in which a required
transfer to the BSA would result in an amount in excess of the 10% threshold, Proposition 2 requires such
excess to be expended on State infrastructure, including deferred maintenance.

For the first 15 year period ending with fiscal year 2029-30, Proposition 2 provides that half of any
required transfer to the BSA, either annual or supplemental, must be appropriated to reduce certain State
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liabilities, including making certain payments owed to K-14 school districts, repaying State interfund
borrowing, reimbursing local governments for State mandated services, and reducing or prefunding accrued
liabilities associated with State-level pension and retirement benefits. Following the initial 15-year period, the
Governor and the Legislature are given discretion to apply up to half of any required transfer to the BSA to the
reduction of such State liabilities. Any amount not applied towards such reduction must be transferred to the
BSA or applied to infrastructure, as described above.

Proposition 2 changes the conditions under which the Governor and the Legislature may draw upon or
reduce transfers to the BSA. The Governor does not retain unilateral discretion to suspend transfers the BSA,
nor does the Legislature retain discretion to transfer funds from the BSA for any reason, as previously
provided by law. Rather, the Governor must declare a “budget emergency,” defined as a an emergency within
the meaning of Article XIIIB of the Constitution or a determination that estimated resources are inadequate to
fund State general fund expenditures, for the current or ensuing fiscal year, at a level equal to the highest level
of State spending within the three immediately preceding fiscal years. Any such declaration must be followed
by a legislative bill providing for a reduction or transfer. Draws on the BSA are limited to the amount
necessary to address the budget emergency, and no draw in any fiscal year may exceed 50% of funds on
deposit in the BSA unless a budget emergency was declared in the preceding fiscal year.

Proposition 2 also requires the creation of the Public School System Stabilization Account (the
“PSSSA”) into which transfers will be made in any fiscal year in which a Supplemental BSA Transfer is
required (as described above). Such transfer will be equal to the portion of capital gains taxes above the 8%
threshold that would be otherwise paid to K-14 school districts as part of the minimum funding guarantee. A
transfer to the PSSSA will only be made if certain additional conditions are met, as follows: (i) the minimum
funding guarantee was not suspended in the immediately preceding fiscal year, (ii) the operative Proposition
98 formula for the fiscal year in which a PSSSA transfer might be made is “Test 1,” (iii) no maintenance factor
obligation is being created in the budgetary legislation for the fiscal year in which a PSSSA transfer might be
made, (iv) all prior maintenance factor obligations have been fully repaid, and (v) the minimum funding
guarantee for the fiscal year in which a PSSSA transfer might be made is higher than the immediately
preceding fiscal year, as adjusted for ADA growth and cost of living. Proposition 2 caps the size of the PSSSA
at 10% of the estimated minimum guarantee in any fiscal year, and any excess funds must be paid to K-14
school districts. Reductions to any required transfer to the PSSSA, or draws on the PSSSA, are subject to the
same budget emergency requirements described above. However, Proposition 2 also mandates draws on the
PSSSA in any fiscal year in which the estimated minimum funding guarantee is less than the prior year’s
funding level, as adjusted for student growth and cost of living.

Future Initiatives

Articles XIITA, XIIIB, XIIIC and XIIID and Propositions 1A, 2, 22, 26 and 30 were each adopted as
measures that qualified for the ballot pursuant to the State’s initiative process. From time to time, other
initiative measures could be adopted, which may place further limitations on the ability of the State and the
City to increase revenues or to increase appropriations which may affect the City’s revenues or its ability to
expend its revenues.
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APPENDIX B

DEMOGRAPHIC AND ECONOMIC INFORMATION
REGARDING THE CITY OF SAN DIEGO

Set forth below is certain demographic information regarding the City of San Diego (the “City”) and
the County of San Diego (the “County”). This information is provided for informational purposes only and
general background. The information set forth herein has been obtained from third party sources believed to
be reliable, but such information is not guaranteed by the City or the Public Facilities Financing Authority of
the City (the “Authority”) as to accuracy or completeness. The information and data within this Appendix B
speak only as of the dates indicated and may have changed, perhaps materially, from such time. Neither the
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 any information contained in this
Appendix B since the date of such information. The 2015 Bonds are not a debt of the City, the County, the
State of California (the “State”), or any of its political subdivisions, and none of the City, the County, the State
nor any of its political subdivisions is liable thereon.

Introduction

The City, with a total population of approximately 1,345,895 as of January 1, 2014 and a land area of
approximately 342 square miles, is the eighth largest city in the nation and the second largest city in California.
The City is the county seat for the County. In addition to having a favorable climate, the City offers a wide
range of cultural and recreational services to both residents and visitors. Major components of the City’s
diversified economy include defense, tourism, biotechnology/biosciences, financial and business services,
software and telecommunications. The City’s economic base is also anchored by higher education and major
scientific research institutions, including the University of California, San Diego, San Diego State University,
Scripps Research Institute, the Salk Institute for Biological Studies, and the San Diego Supercomputer Center.

Population
The following Table B-1 sets forth annual population figures for the City, the County and the State for

calendar years 2005 through 2014. The City’s population increased by approximately 6.73% between 2005
and 2014, with an average annual increase of approximately 9,429.

[Remainder of Page Intentionally Left Blank]
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TABLE B-1

CITY OF SAN DIEGO, COUNTY OF SAN DIEGO, AND STATE OF CALIFORNIA

Calendar
Year'V

2005
2006
2007
2008
2009
2010
2011
2012
2013
2014

City of
San Diego

1,261,035
1,261,633
1,266,978
1,279,505
1,294,031
1,304,482
1,309,784
1,315,173
1,328,073
1,345,895

1

POPULATION GROWTH

Calendar Years 2005 through 2014

Annual County of San Annual
Growth Rate Diego Growth Rate

0.29% 2,966,783 0.44%
0.05 2,976,492 0.33
0.42 2,998,477 0.74
0.99 3,032,689 1.14
1.14 3,064,436 1.05
0.81 3,091,579 0.89
0.41 3,115,810 0.78
0.41 3,128,734 0.41
0.98 3,154,574 0.83
1.34 3,194,362 1.26

As of January 1 of the calendar year.
Source: State of California Department of Finance, Demographic Research Unit.
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State of
California

35,869,173
36,116,202
36,399,676
36,704,375
36,966,713
37,223,900
37,427,946
37,668,804
37,984,138
38,340,074

Annual
Growth Rate

0.84%
0.69
0.78
0.84
0.71
0.70
0.55
0.64
0.84
0.94



Employment

The following Table B-2 sets forth information regarding the size of the labor force, employment and
unemployment rates for the City, the County, the State and the United States for calendar years 2010 through
2014, and for January 2015 (Preliminary).

TABLE B-2
LABOR FORCE - ESTIMATED AVERAGE ANNUAL EMPLOYMENT AND
UNEMPLOYMENT OF CITY OF SAN DIEGO CIVILIAN LABOR FORCE®"
Calendar Years 2010 through 2014, and January 2015
(Not Seasonally Adjusted)

Calendar Year January
20157
2010 2011 2012 2013 2014

Civilian Labor Force
City of San Diego
Employed 625,800 633,100 648,400 656,200 648,500 655,500
Unemployed 74,100 70,900 63,600 53,500 42,200 38,100
Unemployment Rates
City 10.6% 10.1% 8.9% 7.5% 6.1% 5.5%
County 10.6 10.1 8.9 7.5 6.4 5.8
California 12.4 11.8 10.4 8.9 7.5 7.3
United States® 9.6 8.9 8.1 7.4 6.2 6.1

" City, County and State 2010-2013 data based on March 2013 Benchmark Report, 2014 data based on March 2014
Benchmark Report.
@ Preliminary, subject to change.
®  The United States unemployment rates for calendar years 2010-2014 were generated as of March 16, 2015.
Source: State of California Employment Development Department, Labor Market Information Division; U.S. Department of
Labor, Bureau of Labor Statistics.

The State of California Employment Development Department, Labor Market Information Division
(the “EDD”), preliminarily estimates that, on a seasonally unadjusted basis, the civilian labor force in the City
in January of 2015 was 693,600, of which approximately 38,100 persons were unemployed. Based on
preliminary estimates of the EDD as of March 6, 2015, the City’s unemployment rate of 5.5% in January of
2015, on a seasonally unadjusted basis, was below that of the County at 5.8% and was below the
unemployment rate of the State, which was 7.3%. The City’s unemployment rate was below the United States,
which was 6.1%. The following Table B-3 sets forth estimates of total annual civilian nonfarm employment
by number of employees in each major industry category in the County for calendar years 2010 through 2014.
Annual industry employment information is not compiled by sector for the City.

[Remainder of Page Intentionally Left Blank]
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TABLE B-3
COUNTY OF SAN DIEGO
NONFARM EMPLOYMENT
Calendar Years 2010 through 2014%
(In Number of Jobs By Industry)

Industry Category 2010 2011 2012 2013 2014
Services® 593,200 600,500 622,600 648,000 670,600
Government 230,500 229,000 227,800 229,500 231,900

Federal 47,000 46,700 46,800 46,500 45,800
State and Local 183,500 182,200 181,100 183,000 186,100
Trade 170,900 174,900 180, 700 185,200 188,100
Wholesale 40,200 41,500 43,500 43,900 43,900
Retail 130,700 133,400 137,200 141,300 144,200
Manufacturing 93,100 93,400 94,500 95,200 96,400
Nondurable Goods 21,900 22,200 23,100 24,100 24,900
Durable Goods 71,200 71,100 71,400 71,100 71,400
Financial Activities”’ 67,200 67,600 70,200 71,400 70,500
Construction 55,400 55,200 57,000 60,900 63,500
Transportation, Warehousing & 26,500 26,100 27,300 27,200 26,800
Utilities
Mining & Logging 400 400 400 400 400
TOTAL NONFARM® 1,237,100 1,247,000 1,280,500 1,317,800 1,348,000

" Based on March 2014 Benchmark Report.

@ Includes professional and business, information, educational and health, leisure and hospitality and other services.
©®  Includes finance, insurance, and real estate.

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

Source: State of California Employment Development Department, Labor Market Information Division.

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

[Remainder of Page Intentionally Left Blank]
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Taxable Sales

The following Table B-4 sets forth taxable transactions in the City for calendar years 2009 through
2013. Annual figures are not yet available for 2014. See APPENDIX A — “CITY GOVERNMENT AND
FINANCIAL INFORMATION — CITY BUDGET AND RELATED MATTERS — Major Revenue Sources”
for a discussion of the City’s assumptions regarding trends of taxable transactions and sales tax revenues for
Fiscal Year 2014 and Fiscal Year 2015.

TABLE B-4
CITY OF SAN DIEGO
TAXABLE TRANSACTIONS
Calendar Years 2009 through 2013

(In Thousands)
2009 2010 2011 2012 2013

Retail and Food Services

Apparel $ 1,358,011 $ 1,476,887 $ 1,608,393 $ 1,719,615 $ 1,837,605

General Merchandise 1,443,341 1,505,694 1,571,106 1,612,806 1,638,426

Food 864,733 874,855 909,541 950,005 1,007,085

Eating and Drinking 2,582,572 2,674,975 2,888,953 3,168,490 3,305,281

Home Furnishings and Appliances 1,005,324 1,064,083 1,132,638 1,137,855 1,199,791

Building Materials 707,657 735,040 795,649 848,388 904,729

Motor Vehicles and Parts 1,606,349 1,720,348 1,884,077 2,124,016 2,293,742

Service Stations 1,319,720 1,527,002 1,850,576 1,916,674 1,916,253

Other Retail Stores 1.481.096 1.483.428 1,550,568 1.549.302 1,634,088
Total Retail and Food Services $ 12,368,802 $ 13,062,313 $ 14,191,502 ¢ 15,027,152 $ 15,737,000
All Other Outlets 4.795.162 4,816,619 __ 5,306,003 5.517.501 __ 5,757,505
TOTAL ALL OUTLETS" $ 17,163,965 $ 17,878,932 $ 19.497.504 $ 20,544,652 $ 21,494,505

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

Source: California State Board of Equalization, Research & Statistics Section, Taxable Sales in California.

[Remainder of Page Intentionally Left Blank]
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Tourism

The following Table B-5 sets forth total visitor spending in the County for the calendar years 2010
through 2014.

TABLE B-5
COUNTY OF SAN DIEGO
TOTAL VISITOR SPENDING
Calendar Years 2010 through 2014
(In Millions)

Calendar Year Amount
2010 $7,080
2011 7,485
2012 7,979
2013 8,394
2014 9,209

Source: Visitor Industry Summary compiled by the San Diego Tourism Authority from data prepared by CIC Research, Inc.,
Oxford Economics.

The following Table B-6 sets forth the City’s transient occupancy tax revenues for Fiscal Years 2010
through 2014. See “APPENDIX A — “CITY GOVERNMENT AND FINANCIAL INFORMATION - CITY
BUDGET AND RELATED MATTERS — Major Revenue Sources” for a discussion of trends of City transient
occupancy tax projected for Fiscal Year 2015.

TABLE B-6
CITY OF SAN DIEGO
TRANSIENT OCCUPANCY TAX®
Fiscal Years 2010 through 2014
(in thousands)

Fiscal Year Amount
2010 $123,879
2011 139,545
2012 148,795
2013 159,494
2014 170,475

" Includes both the General Fund portion of TOT (5.5¢ of 10.5¢) and the balance (5¢ of 10.5¢) allocated to Special
Promotional Programs. Special Promotional Programs are intended to: advance the City’s economy by promoting the City
as a visitor destination; develop, maintain, and enhance visitor-related facilities; and support the City’s cultural amenities
and natural attractions.

Source: Fiscal Year 2014 Comprehensive Annual Financial Report, Comptroller’s Office, City of San Diego.

The City is the focal point for tourism in the County. According to the San Diego Tourism Authority
in its annual San Diego County Visitor Industry Performance summary, in calendar year 2014, 67.6% of hotel
rooms in the County were located within the City. For calendar year 2014, the San Diego Tourism Authority
reported that hotel occupancy in the City averaged 76.7%, up 4.1% compared to the prior year.

In addition, most of the County’s major tourist attractions, including the world-renowned San Diego
Zoo and SeaWorld San Diego, are located in the City. Other attractions located in the City include the Cabrillo
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National Monument on Point Loma, the historic Gaslamp Quarter in the downtown area, the Old Town State
Park, Balboa Park and a host of other cultural and recreational activities.

Based on information provided by the San Diego Tourism Authority in its annual San Diego County
Visitor Industry Performance summary, in calendar year 2014 there were more than 33.8 million visitors to
San Diego County, and they spent more than $9 billion. About half of the 33.8 million visitors stayed
overnight in private homes or hotels. In calendar year 2014, there were 9,378,868 airport arrivals and 758,697
Amtrak arrivals, up 6.1% and down 0.1%, respectively, compared to the same time for the prior year.

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

The San Diego Convention Center (the “Convention Center’) has 2.6 million total gross square feet of
buildings, including the parking structure. According to the San Diego Convention Center Corporation Annual
Report for Fiscal Year ended June 30, 2014, events in the Convention Center generated over $1.3 billion in
economic impact for the San Diego regional economy through direct attendee spending, tax revenues, and
hotel room nights in Fiscal Year 2014.

Military

The information set forth below is taken from the San Diego Military Economic Impact Study released
in September 2014 (the “Military Study”) prepared by the San Diego Military Advisory Council (“SDMAC”).
Neither the Authority nor the City has independently verified the information in the Military Study.

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

There are approximately 133,000 uniformed military personnel and Department of Defense civilians
employed in the County including approximately 100,000 active duty military personnel, 8,600 reserves and
24,000 full-time civilian workers. These totals are expected to decline to approximately 130,300 in the current
federal fiscal year ending September 30, 2015. The estimated direct defense-related spending by the military
in the County for the fiscal year ending September 30, 2014 fell approximately 2% to $25.2 billion from $25.8
billion for the federal fiscal year ending September 30, 2013.

The direct spending by the military results in additional jobs and spending in the local economy.
Approximately 22% (317,000) of the jobs in the County were directly and indirectly related to the military in
the fiscal year ended September 30, 2014 and the gross regional product in the County related to the military
was estimated at $38.7 billion up from $32.2 billion in the prior federal fiscal year. It is estimated that the
military’s total impact on the region represents about 20% of the County’s total gross regional product.

Efforts by the federal government to reduce the federal deficit have negatively impacted military
spending throughout the country. Automatic across-the-board spending cuts (referred to as sequestration) to
numerous federal programs began to be implemented in Fiscal Year 2013; however, Congress approved at the
end of 2013 a plan to suspend sequestration for two years. Uncertainty about the return of sequestration in
Fiscal Year 2016 again makes forecasts for the coming years difficult, according to SDMAC.

B-7



International Trade

The following Table B-7 sets forth the valuation of exports originating in the San Diego Customs
District for calendar years 2010 through 2014.

TABLE B-7
VALUATION OF EXPORTS
ORIGINATING IN SAN DIEGO CUSTOMS DISTRICT"
Calendar Years 2010 through 2014

(In Millions)

Calendar Year Amount
2010 $16,252
2011 18,559
2012 19,896
2013 20,631
2014 22,176

M The San Diego Customs District includes the ports of San Diego, Andrade, Calexico, San Ysidro, Tecate, Otay Mesa

Station, and Calexico-East.
Source: U.S. Census Bureau, Foreign Trade Statistics.

[Remainder of Page Intentionally Left Blank]
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Top Ten Principal Employers

The following Table B-8 sets forth the top 10 principal employers in the City for Fiscal Year 2014.

TABLE B-8
CITY OF SAN DIEGO
TOP TEN PRINCIPAL EMPLOYERS
Fiscal Year 2014
(unaudited)
Number of Percentage of
Employer Employees Total Employment”)

United States Navy® 30,588 431%
University of California San Diego" 28,672 4.04
Sharp Healthcare” 16,446 2.32
County of San Diego 16,215 2.28
Qualcomm, Inc. 13,725 1.93
San Diego Unified School District 13,071 1.84
City of San Diego" 10,411 1.47
Kaiser Permanente 8,172 1.15
UC San Diego Medical Center 6,302 0.89
San Diego Gas & Electric Co.® 4,457 0.63
Total Top Employers 148,059 20.86%

Q)]
)
3)
“4)
(5)
(6)

Percentage based on total employment of 709,800 provided by the EDD Labor Force Data.

Employee count includes Navy, Marine and Civic Services personnel.

Employee count includes full and part time, academic and support staff.

Employee count is companywide.

Employee count is provided by the City of San Diego, Office of the Comptroller — Payroll Division.

Employee count does not include Sempra Energy or other affiliate companies.

Source: Fiscal Year 2014 Comprehensive Annual Financial Report, Statistical Section (Unaudited), Comptroller’s Office, City
of San Diego.

[Remainder of Page Intentionally Left Blank]

B-9



Personal Income

The following Table B-9 sets forth the per capita personal income in the State and the United States
for calendar years 2009 through 2013. Annual figures are not yet available for 2014.

TABLE B-9
COUNTY OF SAN DIEGO, STATE OF CALIFORNIA AND UNITED STATES
PER CAPITA PERSONAL INCOME®"
Calendar Years 2009 through 2013

Calendar Year County of San Diego State of California United States
2009 $44,864 $41,587 $39,379
2010 45,501 42,282 40,144
2011 48,260 44,749 42,332
2012 50,664 47,505 44,200
2013 51,384 48,434 44,765

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

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

[Remainder of Page Intentionally Left Blank]
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Property Value and Construction

Residential and non-residential construction declined after peaking in 2005, in part due to the
subprime mortgage crisis and the resulting significant increase in the number of foreclosures. However,
residential and non-residential construction activity has increased since 2010. Total issued building permits
and permit valuation (residential and non-residential) are used as indicators of overall construction activity. In
Fiscal Year 2014, construction permits valuation increased by 15.2%, or $307.2 million, from Fiscal Year
2013.

The following Table B-10 sets forth total City assessed value, building permit valuations and the
number of new construction permits issued in the City for Fiscal Years 2010 through 2014.

TABLE B-10
CITY OF SAN DIEGO
Assessed Value and Construction Permit Valuation
Fiscal Years 2010 through 2014
($ in thousands)

(unaudited)

Residential™ Non-Residential® Total Permit
Fiscal Dwelling Assessed Assessed Assessed Value
Year Units Value® Permits Value® Estimate”
2010 1,147 $234,868 76 $ 368,098 $ 602,966
2011 2,024 342,598 98 818,627 1,161,225
2012 2,406 518,091 113 1,142,674 1,660,765
2013 4,629 854,489 111 1,162,254 2,016,743
2014 4,258 836,074 136 1,487,835 2,323,909

(" Residential reflects construction of new structures.

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

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

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

[Remainder of Page Intentionally Left Blank]
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Foreclosure Activity

The following Table B-11 sets forth foreclosure activity in the County for calendar years 2010 through

2014.
TABLE B-11
COUNTY OF SAN DIEGO
FORECLOSURE ACTIVITY
Calendar Years 2010 through 2014
Total Number o, % of Total
Calendar Year Foreclosures Housing Units'” Housing Units
2010 13,467 1,158,076 1.16%
2011 12,216 1,161,720 1.05
2012 7,195 1,165,970 0.62
2013 3,236 1,169,095 0.28
2014 2,036 1,176,046 0.17

" 2010 data based on 2010 census. All other data are estimates provided by SANDAG as of January 1 of the indicated year.
Source: County of San Diego, Assessor’s Records; and SANDAG.

According to the San Diego County Recorder’s Office, there has been a decrease in the number of
notices of loan defaults recorded in the County in calendar year 2014 compared to calendar year 2013. In
addition, foreclosures have dropped during this time frame as well. There were 7,614 notices of default
recorded in the County in calendar year 2013, which decreased to 5,855 notices recorded in 2014.
Furthermore, there were 3,236 foreclosures in the County in calendar year 2013, which decreased by 37% to
2,036 foreclosures in 2014. As of February 28, 2015, there were 884 notices of default and 320 foreclosures
thus far in calendar year 2015, decreases of 13% from 1,019 notices of default and 29% from 448 foreclosures
in the same period of 2014.

[Remainder of Page Intentionally Left Blank]
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APPENDIX C
SUMMARY OF LEGAL DOCUMENTS

The following is a brief summary of the provisions of the Indenture, the Lease, the Site Lease and the
MTS Site Lease pertaining to the 2015 Bonds that are not summarized elsewhere in this Official Statement.
This summary is not intended to be definitive, and is qualified in its entirety by reference to the full terms of
such documents.

CERTAIN DEFINITIONS

The following are definitions of certain terms used in the Indenture, the Lease, the Site Lease, the MTS
Site Lease and this Official Statement, which are not otherwise defined in this Official Statement. Reference is
made to the entire documents for the definitions of all terms used in such documents. The following definitions
are equally applicable to both singular and plural forms of any of the terms defined in the Indenture:

“2015A Project” means the financing of the Construction Costs of certain capital improvement
projects of the City with proceeds of the Series 2015A Bonds.

“2015B Project” means the financing of the Construction Costs of certain capital improvement
projects of the City with proceeds of the Series 2015B Bonds.

“Addition” means the addition of Leased Property to the leasehold of the Lease, and the lease of
additional real property and improvements under the Lease from the Authority to the City, as provided in the
Lease.

“Additional Bonds” means all bonds of the Authority authorized by and at any time Outstanding
pursuant to the Indenture and executed, issued and delivered in accordance with the Indenture.

“Additional Projects” means public capital improvements, including equipment, financed in whole or
in part with the proceeds of Additional Bonds.

“Additional Rental” means amounts payable by the City as described under “THE LEASE — Rental
Payments — Rental Payments — Additional Rental” herein.

“Authorized Representative” means: (a) with respect to the Authority, its Chair, Treasurer or Secretary
or any other person designated as an Authorized Representative of the Authority by a Written Certificate of the
Authority signed by its Chair, and filed with the City and the Trustee; and (b) with respect to the City, its Chief
Operating Officer or its Chief Financial Officer, or any other person duly designated by its Chief Operating
Officer or its Chief Financial Officer as an Authorized Representative of the City by a Written Certificate of
the Chief Operating Officer or the Chief Financial Officer filed with the City and the Trustee.

“Base Rental Payment Schedule” means the schedule of Base Rental Payments attached to the Lease,
as from time to time amended as permitted in the Lease.

“Bond Counsel” means (a) Stradling Yocca Carlson & Rauth, or (b) any other firm of attorneys,
designated by the City, of nationally recognized standing in matters pertaining to the exclusion from gross
income for federal income tax purposes of interest on obligations issued by states and their political
subdivisions, duly admitted to the practice of law before the highest court of any state of the United States of
America. Any Opinion of Bond Counsel may be based, insofar as it relates to factual matters, upon
information that is in the possession of the City or the Trustee, as applicable, upon a certificate or opinion of,
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or representation by, an officer or officers of the City, the Trustee or the Authority, unless such Counsel
knows, or in the exercise of reasonable care should have known, that the certificate or opinion or
representation with respect to the matters upon which their opinion may be based, is erroneous.

“Bond Year” means each twelve-month period extending from April 16 in one calendar year to April
15 of the succeeding calendar year, both dates inclusive; provided that the first Bond Year with respect to the
2015 Bonds will commence on the respective Closing Date and end on April 15, 2016.

“Bonds” means the Prior Bonds, the 2015 Bonds and any Additional Bonds, authorized by and at any
time Outstanding pursuant to the Indenture.

“Business Day” means any day other than (i) a Saturday or Sunday, (ii) a day on which commercial
banks in San Diego, California or New York, New York are authorized or required by law to close, or (iii) a
day upon which the Trustee is authorized by law to remain closed.

“Certificate of Completion” means, with respect to the 2015A Project, a Certificate of the City filed
with the Trustee stating that the 2015A Project, which was financed with the proceeds of the Series 2015A
Bonds deposited into the Series 2015A Construction Fund, has been acquired, constructed, installed and
improved and that all Construction Costs have been paid or provided for and with respect to the 2015B Project,
a Certificate of the City filed with the Trustee stating that the 2015B Project, which was financed with the
proceeds of the Series 2015B Bonds deposited into the Series 2015B Construction Fund, has been acquired,
constructed, installed and improved and that all Construction Costs have been paid or provided for.

“Closing Date” means, with respect to the 2015 Bonds, the date the 2015 Bonds are issued and
delivered to the initial purchasers thereof.

“Code” means the Internal Revenue Code of 1986, as amended from time to time, or, where pertinent,
its statutory predecessor, the Internal Revenue Code of 1954, as amended (the “1954 Code™). References to
the Code and Sections of the Code include relevant applicable regulations and proposed regulations under the
Indenture and under the 1945 Code, as amended from time to time, and any successor provision to those
Sections, regulations or proposed regulations and, in addition, all revenue rulings, announcements, notices,
procedures and judicial determinations under the foregoing applicable to the Bonds.

“Construction Costs” means, with respect to the Series 2015A Bonds, all costs of acquiring,
constructing, installing or improving the 2015A Project and with respect to the Series 2015B Bonds, all costs
of acquiring, constructing, installing or improving the 2015B Project, including but not limited to:

(1) all costs which the Authority or the City will be required to pay to a manufacturer, vendor or
contractor or any other person under the terms of any contract or contracts for the acquisition, construction,
installation or improvement of the 2015B Project or the 2015B Project, as applicable;

(i1) obligations of the Authority or the City incurred for labor and materials (including obligations
payable by the Authority or the City for actual out of pocket expenses of the Authority or the City) in
connection with the acquisition, construction, installation, improvement, replacement or equipping of the
2015A Project or the 2015B Project, as applicable, including reimbursement to the Authority or the City for all
advances and payments made in connection with the 2015A Project or the 2015B Project prior to or after
delivery of the 2015 Bonds;

(ii1) the costs of performance or other bonds and any and all types of insurance that may be
necessary or appropriate to have in effect during the course of acquisition, construction, installation,
improvement, replacement or equipping of the 2015A Project;



(iv) all costs of planning, development, design, engineering and architectural services, including
the actual out of pocket costs of the Authority or the City for test borings, surveys, estimates, plans and
specifications and preliminary investigations therefor, development fees and sales commissions, and for
supervising acquisition, design, construction, installation, improvement, replacement and equipping, as well as
for the performance of all other duties required by or consequent to the proper acquisition, design,
construction, installation, improvement, replacement or equipping of the 2015A Project; and

v) any sums required to reimburse the Authority or the City for advances made by the Authority
or the City for any of the above items or for any other costs incurred and for work done by the Authority or the
City which are properly chargeable to the acquisition, design, construction, installation, improvement,
replacement or equipping of the 2015A Project. “Construction Fund” means the fund by that name established
and held by the Trustee pursuant to the Indenture.

“Continuing Disclosure Certificate” means, with respect to the 2015 Bonds, that certain Continuing
Disclosure Certificate relating to the 2015 Bonds, executed by the City and dated the Closing Date, as
originally executed and as it may be amended from time to time in accordance with the terms thereof.

“Costs of Issuance” means all expenses directly or indirectly incurred in connection with the
authorization, execution and delivery of the Site Lease, the Lease and the Indenture (including any
supplements or amendments) and the Bonds, including but not limited to all compensation, fees and expenses
(including but not limited to fees and expenses for legal counsel) of the Authority or the City, initial fees and
expenses of the Trustee (including but not limited to fees and expenses for legal counsel), compensation to any
financial consultants or Underwriters, legal fees and expenses, filing and recording costs, rating agency fees,
costs of preparation, reproduction and publication of documents, out-of-pocket expenses of the Authority or
the City, Authority and City staff costs and costs of printing.

“Costs of Issuance Fund” means the fund by that name established and held by the Trustee pursuant to
the Indenture.

“Damaged Improvement” shall have the meaning contained in the Lease as described under the
subheading “THE LEASE — Damage, Destruction, Title Defect and Condemnation”.

“Debt Service” means, during any period of computation, the amount obtained for such period by
totaling the following amounts: (a) the principal amount of all Outstanding Bonds coming due and payable by
their terms in such period; and (b) the interest which would be due during such period on the aggregate
principal amount of Bonds which would be Outstanding in such period if the Bonds are retired as scheduled,
but deducting and excluding from such aggregate amount the amount of Bonds no longer Outstanding.

“Defeasance Obligations” means (a) Federal Securities and Federal Certificates which are fixed rate
and not callable for redemption prior to their maturity by any person other than the owner thereof and (b) other
Permitted Investments (i) which either are not callable for redemption prior to their maturities by any person
other than the owner thereof or for which an option to redeem prior to maturity has previously been
irrevocably exercised (or an irrevocable covenant to exercise such option has previously been made by the
person entitled to exercise such option) and the redemption date of such securities has thereby been irrevocably
fixed prior to the use of any such securities as Defeasance Obligations, and (ii) which are rated, at the time of
their initial deposit with the Trustee as Defeasance Obligations, by S&P and Moody’s in their highest Rating
Category.

“Event of Default,” with respect to the Indenture, means any of the events described under “THE
INDENTURE - Events of Default and Remedies — Events of Default; Notice” herein and, with respect to the
Lease, means any of the events described under “THE LEASE — Default and Remedies — Defaulf” herein.



“Expiry Date” means October 15, 2044, except as extended or sooner terminated or extended pursuant
to the Lease, or such other date or dates as set forth in an amendment to the Lease.

“Federal Certificates” means evidences of indebtedness or ownership of proportionate interests in
future principal and interest payments of Federal Securities, including depository receipts thereof, wherein (i) a
bank or trust company acts as custodian and holds the underlying Federal Securities; (ii) the owner of the
Federal Certificate is a real party in interest with the right to proceed directly and individually against the
obligor of the underlying Federal Securities; and (iii) the underlying Federal Securities are held in trust in a
special account, segregated from the custodian’s general assets, and are not available to satisfy any claim of the
custodian or any person claiming through the custodian, or any person to whom the custodian may be
obligated.

“Federal Securities” means: direct 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) or evidence of ownership in
a portion thereof (which may consist of specified portions of interest thereon and obligations of the Resolution
Funding Corporation which constitute interest strips) if held by a custodian on behalf of the Trustee;
obligations the principal of and interest on which are unconditionally guaranteed by the United States of
America; and prerefunded municipal obligations rated, at the time of purchase, by Moody’s and S&P in their
highest Rating Category; provided that “structured securities” (including flip notes, range notes, inverse
floaters and step-ups) will not be considered Federal Securities; provided further that floaters (based on single,
interest rate based indices) and callable securities of the above-enumerated agencies may be treated as Federal
Securities.

“Financing Documents” means the Lease, the Site Lease, and the Indenture.

“First Amendment to Facilities Lease” means the First Amendment to Facilities Lease, dated as of
July 1, 2013, by and between the Authority, as sublessor, and the City, as sublessee.

“First Amendment to Site Lease” means the First Amendment to Site Lease, dated as of July 1, 2013,
by and between the City, as lessor, and the Authority, as lessee.

“First Supplemental Indenture” means the First Supplemental Indenture, dated as of July 1, 2013, by
and between the Authority and the Trustee.

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

“Indenture” means the Indenture dated as of July 1, 2012 as originally executed or as it may from time
to time be supplemented, modified or amended by any Supplemental Indenture pursuant to the provisions
thereof, including as amended and supplemented by the First Supplemental Indenture, the Second
Supplemental Indenture and the Third Supplemental Indenture.

“Independent Accountant” means any certified public accountant or firm of such accountants duly
licensed and entitled to practice and practicing as such under the laws of the State or a comparable successor,
appointed and paid by the City, and who, or each of whom:

(a) is in fact independent according to the Statement of Auditing Standards No. 1 and not under
the domination of the Authority or the City;

(b) does not have a substantial financial interest, direct or indirect, in the operations of the
Authority or the City; and



(c) is not connected with the Authority or the City as a member, officer or employee of the
Authority or the City, but who may be regularly retained to audit the accounting records of and make reports
thereon to the Authority or the City.

“Insurance and Condemnation Fund” means the fund by that name established and held by the Trustee
pursuant to the Indenture.

“Insurance Consultant” means an individual or firm retained by the City as an independent insurance
consultant, experienced in the field of risk management.

“Interest Account” means the account by that name established in the Revenue Fund pursuant to the
Indenture.

“Interest Payment Date” means, with respect to the 2015 Bonds, each April 15 and October 15,
commencing April 15, 2015, and for any series of Additional Bonds, such dates as shall be specified in the
Supplemental Indenture authorizing such Additional Bonds.

“Lease” means that certain Facilities Lease, dated as of July 1, 2012, by and between the Authority, as
sublessor, and the City, as sublessee, as originally executed and as it may from time to time be supplemented,
modified or amended in accordance with the terms thereof and of the Indenture, including as amended and
supplemented by the First Amendment to Facilities Lease, the Second Amendment to Facilities Lease and the
Third Amendment to Facilities Lease.

“Leased Property” means the property more particularly described in an exhibit to the Lease.

“Lease Payment Date” means, with respect to the 2015 Bonds, April 10 and October 10 of each year
commencing October 10, 2015.

“Lease Year” means, with respect to the 2015 Bonds, the period from April 16 to and including the
following April 15, during the term hereof; except that the initial Lease Year means the period from the
respective Closing Date to and including April 15, 2015.

“Master Indenture” means the Indenture, dated as of July 1, 2012, as amended and supplemented by
the First Supplemental Indenture, each by and between the Authority and the Trustee.

“MTS” means the San Diego Metropolitan Transit System.
“MTS Property” means the property more particularly described in an exhibit to the MTS Site Lease.

“MTS Site Lease” means the Site Lease, dated as of July 1, 2013, by and between the Authority and
MTS, under which MTS leases the MTS Property to the Authority, as originally executed and as it may from
time to time be amended or supplemented in accordance with the terms thereof.

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

“Net Proceeds” means amounts derived by the City from any policy of casualty insurance with respect
to any portion of the Leased Property, or the proceeds of any taking of the Leased Property or any portion
thereof in eminent domain proceedings (including sale under threat of such proceedings), to the extent
remaining after payment therefrom of all expenses incurred in the collection and administration thereof.



“Office” means, with respect to the Trustee, the designated corporate trust office of the Trustee which
is initially located in Los Angeles, California, except that with respect to presentation of Bonds for payment or
for registration of transfer and exchange, such term will mean the office or agency of the Trustee at which, at
any particular time, its corporate agency business will be conducted.

“Opinion of Counsel” means a written opinion of an attorney or a firm of attorneys (who may be
counsel for the City or the Trustee) retained by the City or the Trustee. Any Opinion of Counsel may be based,
insofar as it relates to factual matters, upon information that is in the possession of the City or the Trustee, as
applicable, upon a certificate or opinion of, or representation by an officer or officers of the City or the
Trustee, unless such counsel knows, or in the exercise of reasonable care should have known, that the
certificate or opinion or representation with respect to the matters upon which his or her opinion may be based,
is erroneous.

“Original Purchaser” means, with respect to the 2015 Bonds, the original purchaser(s) of the 2015
Bonds upon their delivery by the Trustee on the Closing Date.

“Outstanding,” when used as of any particular time with reference to Bonds, means (subject to the
provisions as described under “THE INDENTURE — Defeasance” herein) all Bonds theretofore, or thereupon
being, authenticated and delivered by the Trustee under the Indenture except: (a) Bonds theretofore canceled
by the Trustee or surrendered to the Trustee for cancellation; (b) Bonds with respect to which all liability of the
Authority shall have been discharged in accordance with the Indenture, as described under the subheading
“THE INDENTURE — Defeasance — Deposit of Money or Securities with Trustee to Defease Bonds™ herein,
including Bonds (or portions thereof) described under the subheading “THE INDENTURE — Defeasance”
herein; and (c) Bonds for the transfer or exchange of or in lieu of or in substitution for which other Bonds shall
have been authenticated and delivered by the Trustee pursuant to the Indenture.

“Owner,” whenever used in the Indenture with respect to a Bond, means the person in whose name the
ownership of such Bond is registered on the Registration Books.

“Permitted Encumbrances” means, as of any particular time:

(a) (i) liens for general ad valorem taxes and assessments, if any, not then delinquent, or which
the City may, pursuant to the Lease, permit to remain unpaid; (ii) the Lease, the Site Lease, the Indenture and
Existing Leases, as each may be amended from time to time pursuant to its terms; (iii) any right or claim of
any mechanic, laborer, materialman, supplier or vendor not filed or perfected in the manner prescribed by law;
(iv) easements, rights of way, mineral rights, drilling rights and other rights, reservations, covenants,
conditions or restrictions, which (A) exist as of the date of recordation of the Lease or (B) are established
thereafter, including without limitation, in a supplement or amendment to the Lease which adds Added
Property or Substituted Property to the Leased Property, which Added Property or Substituted Property is
subject to such restriction, and no restriction in (A) and (B) substantially interferes with City’s right to use and
occupy such real property; and (v) rights granted by the City pursuant to the Lease as described under
“SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS — Repair and Maintenance; Taxes
and Assessments; Insurance; Modification of the Leased Property” in the front part of this Official Statement;
and

(b) in all cases will not result in abatement of Base Rental Payments payable by the City under
the Lease.

“Permitted Investments” means any of the following which at the time of investment are legal
investments under the laws of the State for the moneys proposed to be invested therein:

(a) Federal Securities or Federal Certificates;



(b) The following listed obligations of government-sponsored agencies which are not backed by
the full faith and credit of the United States of America:

(1) Federal Home Loan Mortgage Corporation (FHLMC) senior debt obligations and
Participation certificates (excluded are stripped mortgage securities which are purchased at prices
exceeding their principal amounts)

(i) Farm Credit System (formerly Federal Land Banks, Federal Intermediate Credit
Banks and Banks for Cooperatives) consolidated system-wide bonds and notes

(ii1) Federal Home Loan Banks (FHL Banks) consolidated debt obligations

@iv) Federal National Mortgage Association (FNMA) senior debt obligations and
mortgage-backed securities (excluded are stripped mortgage securities which are purchased at prices
exceeding their principal amounts)

(c) Obligations of any state, territory or commonwealth of the United States of America or any
political subdivision thereof or any agency or department of the foregoing, that are rated, at the time of
purchase, in the highest Rating Category by two Rating Agencies;

(d) Bonds, notes, debentures or other evidences of indebtedness issued or guaranteed by any
corporation which are rated, at the time of purchase, by “A1/P1/F1” by two Rating Agencies or, if the term of
such indebtedness is longer than one year, rated in the highest Rating Category by two Rating Agencies;

(e) Taxable commercial paper or tax-exempt commercial paper with a maturity of not more than
270 days, which are rated, at the time of purchase, “A1/P1/F1” by two Rating Agencies;

® Deposit accounts or certificates of deposit, whether negotiable or non-negotiable, issued by a
state or national bank (including the Trustee) or a state or federal savings and loan association or a state-
licensed branch of a foreign bank; provided, however, that such certificates of deposit or deposit accounts will
be either (a) continuously insured by the Federal Deposit Insurance Corporation; or (b) have maturities of not
more than 365 days (including certificates of deposit) and are issued by any state or national bank or a state or
federal savings and loan association, the short-term obligations of which are rated, at the time of purchase, in
the highest short term rating by two Rating Agencies;

(2) Bills of exchange or time drafts drawn on and accepted by a commercial bank, otherwise
known as bankers acceptances, which bank has short-term obligations outstanding which are rated, at the time
of purchase, by two Rating Agencies in the highest short-term Rating Category, and which bankers
acceptances mature not later than 365 days from the date of purchase;

(h) Any repurchase agreement: (a) with (i) any bank or trust company organized under the laws
of any state of the United States or any national banking association (including the Trustee), or a state-licensed
branch of a foreign bank, having a minimum permanent capital of one hundred million dollars ($100,000,000)
and having short-term debt which is rated, at the time of the purchase, by two Rating Agencies in one of the
three highest short-term Rating Categories; or (ii) any government bond dealer reporting to, trading with, and
recognized as a primary dealer by, the Federal Reserve Bank of New York; and (b) which agreement is secured
by any one or more of the securities and obligations described in clause (i) or (ii) of this definition and having
maturities equal to or less than 5 years from the date of delivery, which will have a market value (valued at
least monthly) not less than 102% of the principal amount of such investment and will be placed with the
Trustee or other fiduciary, as custodian for the Trustee, by the bank, trust company, national banking
association or bond dealer executing such repurchase agreement. The entity executing each such repurchase
agreement required to be so secured will furnish the Trustee with an undertaking satisfactory to the Trustee
that the aggregate market value of all such obligations securing each such repurchase agreement (as valued at
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least monthly) will be an amount equal to 102% the principal amount of such repurchase agreement, and the
Trustee will be entitled to rely on each such undertaking;

(1) Any cash sweep or similar account arrangement of or available to the Trustee, the
investments of which are limited to investments described in clauses (i), (ii), (iii) and (viii) of this definition
and any money market fund, the entire investments of which are limited to investments described in clauses (i),
(i1) (ii1) and (viii) of this definition and which money market fund is rated, at the time or purchase, by two
Rating Agencies in the highest Rating Category;

) Any guaranteed investment contract, including forward delivery agreements (“FDAs”) and
forward purchase agreements (“FPAs”), with a financial institution or insurance company which has (or which
is unconditionally guaranteed by a legal entity which has), at the date of execution thereof, an outstanding
issue of unsecured, uninsured and unguaranteed debt obligations or a claims-paying ability which is rated, at
the time of purchase, by two Rating Agencies in one of two highest long-term Rating Categories. Only
Permitted Investments described in clause (i) and (ii) above and having maturities equal to or less than 30
years from their date of delivery will be considered eligible for any collateralization/delivery purposes for
guaranteed investment contracts, FDAs or FPAs;

(k) Certificates, notes, warrants, bonds or other evidence of indebtedness of the State or of any
political subdivision or public agency thereof which are rated, at the time of purchase, by two Rating Agencies
in the highest short-term Rating Category or within one of the three highest long-term Rating Categories, but
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;

Q) For amounts less than $100,000, interest-bearing demand or time deposits (including
certificates of deposit) in a nationally or state-chartered bank, or a state or federal savings and loan association
in the State, fully insured by the Federal Deposit Insurance Corporation, including the Trustee or any affiliate
thereof;

(m) Investments in taxable money market funds or portfolios restricted to obligations with an
average maturity of one year or less and which funds or portfolios are: (a) rated, at the time of purchase, by
two Rating Agencies in one of the two highest Rating Categories; or (b) have or are portfolios guaranteed as to
payment of principal and interest by the full faith and credit of the United States of America;

(n) Investments in the City’s pooled investment fund,;

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

(p) Shares of beneficial interest in diversified management companies investing exclusively in
securities and obligations described in clauses (i) through (xiii) of this definition and which companies are: (a)
rated, at the time of purchase, by two Rating Agencies in the highest Rating Category; or (b) have an
investment advisor registered with the Securities and Exchange Commission with not less than five years’
experience investing in such securities and obligations and with assets under management in excess of five
hundred million dollars ($500,000,000);

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

(r) Any other investment, with confirmation (or other action, satisfactory to the City) from each

rating agency that has a current rating on the Bonds at the time of initial purchase thereof, that its rating on the
Bonds will not be lowered or withdrawn as a result of such investment.
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“Principal Account” means the account by that name established in the Revenue Fund pursuant to the
Indenture.

“Prior Bonds” means the Series 2012 Bonds and the Series 2013 Bonds.

“Rating Agency” means Moody’s, S&P or Fitch, or any other nationally recognized statistical rating
organization.

“Rating Category” means one of the generic categories of rating by a Rating Agency applicable to a
Permitted Investment, without regard to any refinement or graduation of such rating category by a plus or
minus sign or a numeral.

“Record Date” means, with respect to any Interest Payment Date, the last calendar day of the month
preceding such Interest Payment Date, whether or not such day is a Business Day.

“Redemption Fund” means the fund by that name established pursuant to the Indenture.

“Registration Books” means the records maintained by the Trustee pursuant to the Indenture for the
registration and transfer of ownership of the Bonds.

“Removal” means the release of all or a portion of the Leased Property from the leasehold as provided
in the Lease.

“Revenue Fund” means the fund by that name established and held by the Trustee pursuant to the
Indenture and all accounts and funds in the Indenture.

“Revenues” means (a) all Base Rental Payments, prepayments, insurance proceeds and condemnation
proceeds with respect to the Leased Property and (b) the Revenue Fund and all interest and other income
deposited, pursuant to the Indenture, in the Revenue Fund.

“Second Amendment to Facilities Lease” means the Second Amendment to Facilities Lease, dated as
of April 1, 2015, by and between the Authority, as sublessor, and the City, as sublessee.

“Second Amendment to Site Lease” means the Second Amendment to Site Lease, dated as of April 1,
2015, by and between the City, as lessor, and the Authority, as lessee.

“Second Supplemental Indenture” means the Second Supplemental Indenture, dated as of April 1,
2015, by and between the Authority and the Trustee.

“Securities Depositories” means The Depository Trust Company, 55 Water Street, 50" Floor, New
York, NY 10041-0099, Attention: Call Notification Department, Fax (212) 855-7232; and, in accordance with
then current guidelines of the Securities and Exchange Commission, such other addresses and/or such other
securities depositories as the City may designate in a Written Certificate of the City delivered to the Trustee.

“Series,” or “series” whenever used with respect to Bonds, means all of the Bonds designated as being
of the same series, authenticated and delivered in a simultaneous transaction, regardless of variations in
maturity, interest rate, redemption and other provisions, and any Bonds thereafter authenticated and delivered
upon transfer or exchange or in lieu of or in substitution for (but not to refund) such Bonds as provided in the
Indenture.

“Series 2012 Bonds” means, collectively, the Series 2012A Bonds and the Series 2012B Bonds.



“Series 2012A Bonds” means the Authority’s Lease Revenue Bonds, Series 2012A (Capital
Improvement Projects).

“Series 2012B Bonds” means the Authority’s Lease Revenue Refunding Bonds, Series 2012B (Fire
and Life Safety Facilities Refunding).

“Series 2013 Bonds” means, collectively, the Series 2013A Bonds and the Series 2013B Bonds.

“Series 2013A Bonds” means the Authority’s Lease Revenue Bonds and Lease Revenue Refunding
Bonds, Series 2013 A (Capital Improvement Projects and Old Town Light Rail Extension Refunding).

“Series 2013B Bonds” means the Authority’s Lease Revenue Refunding Bonds, Series 2013B
(Balboa Park/Mission Bay Park Refunding).

“Series 2015A Bonds” means the Authority’s Lease Revenue Bonds, Series 2015A (Capital
Improvement Projects).

“Series 2015A Bonds Sinking Account” means the account by that name established and held by the
Trustee pursuant to the Indenture.

“Series 2015A Construction Fund” means the fund by that name established and held by the Trustee
pursuant to the Indenture.

“Series 2015A Costs of Issuance Fund” means the fund by that name established and held by the
Trustee pursuant to the Indenture.

“Series 2015A Rebate Fund” means the fund by that name established and held by the Trustee
pursuant to the Indenture.

“Series 2015B Bonds” means the Authority’s Lease Revenue Bonds, Series 2015B (Capital
Improvement Projects).

“Series 2015B Bonds Sinking Account” means the account by that name established and held by the
Trustee pursuant to the Indenture.

“Series 2015B Construction Fund” means the fund by that name established and held by the Trustee
pursuant to the Indenture.

“Series 2015B Costs of Issuance Fund” means the fund by that name established and held by the
Trustee pursuant to the Indenture.

“Series 2015B Rebate Fund” means the fund by that name established and held by the Trustee
pursuant to the Indenture.

“Site” means the Leased Property more particularly described in exhibits to the Site Lease and the
Lease.

“Site Lease” means the Site Lease, dated as of July 1, 2012, by and between the City, as lessor, and
the Authority, as lessee, together with any duly authorized and executed amendments thereto, including as
amended and supplemented by the First Amendment to Site Lease, the Second Amendment to Site Lease and
the Third Amendment to Site Lease.

C-10



“Substitution” means the release of all or a portion of the Leased Property from the leasehold of the
Lease, and the lease of substituted real property and improvements under the Lease as provided in the Lease.

“Supplemental Indenture” means any indenture duly authorized and entered into between the
Authority and the Trustee, supplementing, modifying or amending the Indenture; but only if and to the extent
that such Supplemental Indenture is specifically authorized under the Indenture.

“Tax Certificate” means, with respect to the 2015 Bonds, the tax certificate of the Authority and City.

“Third Amendment to Facilities Lease” means the Third Amendment to Facilities Lease, dated as of
April 1, 2015, by and between the Authority, as sublessor, and the City, as sublessee.

“Third Amendment to Site Lease” means the Third Amendment to Site Lease, dated as of April 1,
2015, by and between the City, as lessor, and the Authority, as lessee.

“Third Supplemental Indenture” means the Third Supplemental Indenture, dated as of April 1, 2015,
by and between the Authority and the Trustee.

“Term Bonds” means, with respect to the Series 2015A Bonds, the Series 2015A Bonds maturing on
October 15, 20 and October 15, 20 and with respect to the Series 2015B Bonds, the Series 2015B Bonds
maturing on October 15,20  and October 15,20 .

“Written Certificate,” “Certificate,” “Written Request,” “Request” and “Written Requisition” of the
Authority or the City mean, a written certificate, request or requisition signed in the name of the Authority or
the City by its Authorized Representative. Any such instrument and supporting opinions or representations, if
any, may, but need not, be combined in a single instrument with any other instrument, opinion or
representation, and the two or more so combined will be read and construed as a single instrument.

THE INDENTURE

Certain of the provisions of the Indenture are summarized below; this summary does not purport to be
complete or definitive and is qualified in its entirety by reference to the full terms of the Indenture.

Equal Security

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

Issuance of Bonds
Transfer and Exchange of Bonds

Any Bond may, in accordance with its terms, be transferred on the Registration Books by the person
in whose name it is registered, in person or by his duly authorized attorney, upon surrender of such Bond for
cancellation, accompanied by delivery of a written instrument of transfer, duly executed in a form acceptable
to the Trustee. Transfer of any Bond will not be permitted by the Trustee during the period established by the
Trustee for selection of Bonds for redemption or if such Bond has been selected for redemption pursuant to the
Indenture. Whenever any Bond or Bonds will be surrendered for transfer, the Authority will execute and the
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Trustee will authenticate and will deliver a new Bond or Bonds for a like aggregate principal amount and of
like maturity. The Trustee may require the Bond Owner requesting such transfer to pay any tax or other
governmental charge required to be paid with respect to such transfer. The cost of printing Bonds and any
services rendered or expenses incurred by the Trustee in connection with any transfer will be paid by the
Authority.

Any Bond may be exchanged at the Office of the Trustee for a like aggregate principal amount of
Bonds of other authorized denominations and of like maturity. Exchange of any Bond will not be permitted
during the period established by the Trustee for selection of Bonds for redemption or if such Bond has been
selected for redemption pursuant to the Indenture. The Trustee may require the Bond Owner requesting such
exchange to pay any tax or other governmental charge required to be paid with respect to such exchange. The
cost of printing Bonds and any services rendered or expenses incurred by the Trustee in connection with any
transfer will be paid by the Authority.

Conditions for the Issuance of Additional Bonds

The Authority may at any time issue Additional Bonds pursuant to a Supplemental Indenture, payable
from the Revenues as provided in the Indenture and secured by a pledge of and charge and lien upon the
Revenues as provided in the Indenture equal to the pledge, charge and lien securing the Outstanding Bonds
theretofore issued under the Indenture, and subject to the following specific conditions, which are conditions
precedent to the issuance of any such Additional Bonds:

(a) No Event of Default will be continuing after giving effect to the issuance of the Additional
Bonds and the application of the proceeds thereof.

(b) The Supplemental Indenture will require that the proceeds of the sale of such Additional
Bonds will be applied to finance or refinance capital improvements, or for the refunding or repayment of any
Outstanding Bonds or other obligations of the City issued to finance or refinance capital improvements,
including the payment of costs and expenses of and incident to the authorization and sale of such Additional
Bonds. The Supplemental Indenture may also provide that a portion of such proceeds will be applied to the
payment of the interest due or to become due on said Additional Bonds during the estimated period of any
construction and for a period of not to exceed twelve (12) months thereafter.

(©) The aggregate principal amount of Bonds issued and at any time Outstanding under the
Indenture will not exceed any limit imposed by law, by the Indenture or by any Supplemental Indenture.

(d) The Lease will have been amended, if necessary, so that the Base Rental Payments payable
by the City under the Lease in each Fiscal Year will at least equal projected Debt Service, including Debt
Service on the Additional Bonds, in each Fiscal Year.

(e) If the additional facilities, if any, to be leased are not situated on Leased Property described in
the Lease and the Site Lease, then the Lease and Site Lease will have been amended to add such additional
Leased Property.

Nothing in the Indenture will prevent payment of Debt Service on any Series of Additional Bonds
from being secured and payable from sources, or by property, instruments or documents, not applicable to the
Bonds or any one or more Series of Additional Bonds.

Proceedings for Authorization of Additional Bonds
Whenever the Authority and the City determine to execute and deliver any Additional Bonds pursuant

to the Indenture, the Authority and the Trustee will enter into a Supplemental Indenture providing for the
issuance of such Additional Bonds, specifying the maximum principal amount of such Additional Bonds and

C-12



prescribing the terms and conditions of such Additional Bonds. The Supplemental Indenture will prescribe the
form or forms of such Additional Bonds and, subject to the provisions of the Indenture, will provide for the
distinctive designation, denominations, method of numbering, dates, interest rates, provisions for redemption
(if desired) and places of payment of principal and interest.

Before such Additional Bonds will be issued, the City and the Authority will file or cause to be filed
the following documents with the Trustee:

(a) An Opinion of Bond Counsel setting forth (1) that such Bond Counsel has examined the
Supplemental Indenture and the amendment to the Lease and to the Site Lease required by the Indenture, as
described under the subheading “— Conditions for the Issuance of Additional Bonds” herein; (2) that the
execution and delivery of the Additional Bonds have been duly authorized by the City and the Authority; and
(3) that said amendment to the Lease and to the Site Lease, when duly executed by the City and the Authority,
will be a valid and binding obligation of the City and the Authority.

(b) A Certificate of the City that the requirements of the Indenture described herein under the
subheading “— Conditions for the Issuance of Additional Bonds” have been met.

(©) A Certificate of the City stating that the insurance required by the Lease as described under
“THE LEASE — Maintenance; Taxes; Insurance and Other Charges — Insurance” herein and “SECURITY
AND SOURCES OF PAYMENT FOR THE 2015 BONDS - Fire and Extended Coverage Insurance,” “— Use
and Occupancy Insurance” and “— Title Insurance” in the front part of this Official Statement is in effect.

Upon the delivery to the Trustee of the foregoing instruments and upon the Trustee’s receipt of
Certificates of the City and of the Authority stating that all applicable provisions of the Indenture have been
complied with (so as to permit the execution and delivery of the Additional Bonds in accordance with the
Supplemental Indenture then delivered to the Trustee), the Trustee will execute and deliver said Additional
Bonds, in the aggregate principal amount specified in such Supplemental Indenture, to, or upon the Written
Request of the Authority.

Limitations on the Issuance of Obligations Payable from Revenues

The Authority will not, so long as any of the Bonds are Outstanding, issue any obligations or
securities, however denominated, payable in whole or in part from Revenues except the following:

(a) Bonds of any Series authorized pursuant to the Indenture;

(b) Obligations which are junior and subordinate to the payment of the Debt Service for the
Bonds and any other amounts payable under the Indenture and related to the Bonds; which subordinated
obligations are payable as to principal, premium, interest, reserve fund requirements, if any, and other amounts
payable under the Indenture, only out of Revenues after the prior payment of all amounts then required to be
paid under the Indenture from Revenues for payment of Debt Service for the Bonds and any other amounts
payable under the Indenture and related to the Bonds, as the same become due and payable and at the times
and in the manner as required in the Indenture.

Application of Proceeds
Establishment and Application of Series 20154 Costs of Issuance Fund

The Trustee will establish, maintain and keep separate and apart from all other funds held by the
Trustee a separate fund designated as the “Series 2015A Costs of Issuance Fund.” Notwithstanding any other

provision of the Second Supplemental Indenture, the Series 2015A Cost of Issuance Fund is not pledged to,
nor does it secure, the Bonds.



The moneys in the Series 2015A Costs of Issuance Fund will be used by the Trustee to pay the Costs
of Issuance upon submission of Written Requisitions of the City in the form of an exhibit to the Second
Supplemental Indenture and 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.
Each such Written Requisition will be sufficient evidence to the Trustee of the facts stated therein and the
Trustee will have no duty to confirm the accuracy of such facts.

On October 1, 2015, or upon the earlier Written Request of the City, all amounts remaining in the
Series 2015A Costs of Issuance Fund will be transferred by the Trustee to the Series 2015A Construction Fund
to be used for the payment of Construction Costs or to Revenue Fund to be used for the payment of interest on
the Series 2015A Bonds.

Series 20154 Construction Fund

(a) The Trustee will establish and maintain a fund designated as the “Series 2015A Construction
Fund.” Notwithstanding any other provision of the Indenture, the Series 2015A Construction Fund is not
pledged to, nor does it secure, the Bonds.

(b) The Trustee will hold the moneys in the Series 2015A Construction Fund separate and apart
from all other funds held by the Trustee and will use such moneys, as provided by the Second Supplemental
Indenture: (i) to pay the Construction Costs; or (ii) at the election of the City, as set forth in a Written Request
of the City to the Trustee, to transfer moneys therefrom for deposit into the Interest Account to pay interest on
the Series 2015B Bonds, when and as the same become due and payable.

Such payments of Construction Costs will be made from time to time upon receipt by the Trustee of a
Written Requisition of the City (in the form as set forth in an exhibit to the Second Supplemental Indenture,
signed by the Public Works Director and Comptroller or their designees) which requisition: (i) states with
respect to each payment to be made: (A) the requisition number, (B) the name and address of the person, firm
or authority to whom payment is due; (C) the amount to be paid; and (D) that each obligation therein has been
properly incurred, and is a proper charge against the Series 2015A Construction Fund and has not been the
basis of any previous disbursement; (ii) specifies in reasonable detail the nature of the obligation; and (iii) is
accompanied by a bill or statement of account for each obligation.

Each such written requisition will be sufficient evidence to the Trustee of the facts stated therein and
the Trustee will have no duty to confirm the accuracy of such facts.

(©) If, after payment by the Trustee of all Written Requisitions of the City and delivery by the
City to the Trustee of a Certificate of Completion, there remains any balance of money in the Series 2015A
Construction Fund, all money so remaining will be transferred by the Trustee to the Interest Account or the
Redemption Fund, as directed by the City in a Written Request.

Series 20154 Bonds Sinking Account

The Trustee will establish, maintain and keep separate and apart from all other funds held by the
Trustee a separate account within the Principal Account designated as the “Series 2015A Bonds Sinking
Account” into which the Trustee will deposit sinking fund payments derived from Base Rental Payments made
by the City and from which funds will be applied to the Sinking Fund Redemption of Series 2015A Bonds
pursuant to the Second Supplemental Indenture.

Establishment and Application of Series 2015B Costs of Issuance Fund

The Trustee will establish, maintain and keep separate and apart from all other funds held by the
Trustee a separate fund designated as the “Series 2015B Costs of Issuance Fund.” Notwithstanding any other
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provision of the Third Supplemental Indenture, the Series 2015B Cost of Issuance Fund is not pledged to, nor
does it secure, the Bonds.

The moneys in the Series 2015B Costs of Issuance Fund will be used by the Trustee to pay the Costs
of Issuance upon submission of Written Requisitions of the City in the form of an exhibit to the Third
Supplemental Indenture and 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.
Each such Written Requisition will be sufficient evidence to the Trustee of the facts stated therein and the
Trustee will have no duty to confirm the accuracy of such facts.

On October 1, 2015, or upon the earlier Written Request of the City, all amounts remaining in the
Series 2015A Costs of Issuance Fund will be transferred by the Trustee to the Series 2015B Construction Fund
to be used for the payment of Construction Costs or to Revenue Fund to be used for the payment of interest on
the Series 2015B Bonds.

Series 2015B Construction Fund

(a) The Trustee will establish and maintain a fund designated as the “Series 2015B Construction
Fund.” Notwithstanding any other provision of the Indenture, the Series 2015B Construction Fund is not
pledged to, nor does it secure, the Bonds.

(b) The Trustee will hold the moneys in the Series 2015B Construction Fund separate and apart
from all other funds held by the Trustee and will use such moneys, as provided by the Third Supplemental
Indenture: (i) to pay the Construction Costs; or (ii) at the election of the City, as set forth in a Written Request
of the City to the Trustee, to transfer moneys therefrom for deposit into the Interest Account to pay interest on
the Series 2015B Bonds, when and as the same become due and payable.

Such payments of Construction Costs will be made from time to time upon receipt by the Trustee of a
Written Requisition of the City (in the form as set forth in an exhibit to the Third Supplemental Indenture,
signed by the Public Works Director and Comptroller or their designees) which requisition: (i) states with
respect to each payment to be made: (A) the requisition number, (B) the name and address of the person, firm
or authority to whom payment is due; (C) the amount to be paid; and (D) that each obligation therein has been
properly incurred, and is a proper charge against the Series 2015B Construction Fund and has not been the
basis of any previous disbursement; (ii) specifies in reasonable detail the nature of the obligation; and (iii) is
accompanied by a bill or statement of account for each obligation.

Each such written requisition will be sufficient evidence to the Trustee of the facts stated therein and
the Trustee will have no duty to confirm the accuracy of such facts.

(c) If, after payment by the Trustee of all Written Requisitions of the City and delivery by the
City to the Trustee of a Certificate of Completion, there remains any balance of money in the Series 2015B
Construction Fund, all money so remaining will be transferred by the Trustee to the Interest Account or the
Redemption Fund, as directed by the City in a Written Request.

Series 2015B Bonds Sinking Account

The Trustee will establish, maintain and keep separate and apart from all other funds held by the
Trustee a separate account within the Principal Account designated as the “Series 2015B Bonds Sinking
Account” into which the Trustee will deposit sinking fund payments derived from Base Rental Payments made
by the City and from which funds will be applied to the Sinking Fund Redemption of Series 2015B Bonds
pursuant to the Third Supplemental Indenture.



Validity of Bonds

The validity of the authorization and issuance of the Bonds is not dependent on and will not be
affected in any way by any proceedings taken by the Authority or the Trustee with respect to or in connection
with the Lease. The recital contained in the Bonds that the same are issued pursuant to the Constitution and
laws of the State will be conclusive evidence of their validity and of compliance with the provisions of law in
their issuance.

Revenues; Funds and Accounts; Payment of Principal and Interest
Pledge and Assignment, Revenue Fund

(a) Subject only to the provisions of the Indenture permitting the application thereof for the
purposes and on the terms and conditions set forth in the Indenture, all of the Revenues including any other
amounts (including proceeds of the sale of the Bonds) held in the Revenue Fund are pledged to secure the
payment of the principal of, premium, if any, and interest on the Bonds in accordance with their terms and the
provisions of the Indenture, and the Revenues will not be used for any other purpose while any of the Bonds
will remain Outstanding; provided, however, that out of the Revenues and other moneys there may be applied
in such sums and for such purposes as are permitted under the Indenture. This pledge will constitute a pledge
of and charge and lien upon the Revenues for the payment of Debt Service on the Bonds in accordance with
the terms of the Indenture. Said pledge will constitute a first lien on and security interest in such assets and
will attach, be perfected and be valid and binding from and after the Closing Date, without any physical
delivery thereof or further act.

(b) The Authority 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: (i) all of the Revenues and (ii) all of the rights of the
Authority in the Lease (except for certain rights to indemnification set forth in the Lease), and in the Site Lease
(except for certain rights to indemnification set forth in the Indenture). The Trustee will be entitled to and will
collect and receive all of the Revenues, and any Revenues collected or received by the Authority will be
deemed to be held, and to have been collected or received, by the Authority as the agent of the Trustee and will
forthwith be paid by the Authority to the Trustee. The Trustee also will be entitled to and will, subject to the
provisions of the Indenture, take all steps, actions and proceedings which the Trustee determines to be
reasonably necessary in its judgment to enforce, either jointly with the Authority or separately, all of the rights
of the Authority, all of the obligations of the City under the Lease. The assignment of the Lease and the Site
Lease to the Trustee is solely in its capacity as Trustee under the Indenture and the duties, powers and
liabilities of the Trustee in acting under the Indenture will be subject to the provisions of the Indenture. The
Trustee will not be responsible for any representations, warranties, covenants or obligations of the Authority.

(©) The Trustee agrees to provide written notice to the City at least five Business Days prior to
each Lease Payment Date of the amount, if any, on deposit in the Revenue Fund which will serve as a credit
against, and will relieve the City of making, the Base Rental Payments due from the City on such Lease
Payment Date.

(d) Subject to the provisions of the Indenture described in “SECURITY AND SOURCES OF
PAYMENT FOR THE 2015 BONDS — Investment of Funds Under the Indenture,” in the front part of this
Official Statement, all Revenues will be promptly deposited by the Trustee upon receipt thereof in a special
fund designated as the “Revenue Fund” which the Trustee will establish, maintain and hold in trust; except that
all moneys received by the Trustee and required under the Indenture or under the Lease to be deposited in the
Redemption Fund or the Insurance and Condemnation Fund will be promptly deposited in such Funds. Within
the Revenue Fund there will be established an Interest Account and a Principal Account. All Revenues
deposited with the Trustee will be held, disbursed, allocated and applied by the Trustee only as provided in the
Indenture.



Establishment and Maintenance of Accounts for Use of Money in the Revenue Fund

Revenue Fund. All money in the Revenue Fund will be set aside by the Trustee in the following
respective special accounts and funds within the Revenue Fund (each of which is created and each of which
the Trustee covenants and agrees to cause to be maintained) in the following order of priority:

(1) Interest Account; and
(i1) Principal Account.

All money in each of such accounts and funds will be held in trust by the Trustee and will be applied,
used and withdrawn only for the purposes under the Indenture.

Interest Account. On or before each Interest Payment Date, and on or before each redemption date,
the Trustee will set aside from the Revenue Fund and deposit in the Interest Account that amount of money
which is equal to the amount of interest coming due and payable on all Outstanding Bonds on such date.

No deposit need be made in the Interest Account if the amount contained therein is at least equal to the
aggregate amount of interest coming due and payable on all Outstanding Bonds on such Interest Payment
Date.

All money in the Interest Account will be used and withdrawn by the Trustee solely for the purpose of
paying the interest on the Bonds as it will become due and payable (including accrued interest on any Bonds
purchased or redeemed prior to maturity).

Principal Account. On or before each April 15 and October 15, commencing October 15, 2012, the
Trustee will set aside from the Revenue Fund and deposit in the Principal Account an amount of money equal
to the principal amount (including the payment of principal with respect to any mandatory sinking account
payments) of all Outstanding Bonds maturing or subject to mandatory sinking account payments on such
April 15 or October 15. On or before each redemption date, the Trustee will transfer from the Revenue Fund
and deposit in the Principal Account the principal amount of the Bonds to be redeemed, and premium, if any.
No deposit need be made in the Principal Account if the amount contained therein is at least equal to the
aggregate amount of the principal of all Outstanding Bonds maturing by their terms on such April 15 or
October 15. All money in the Principal Account will be used and withdrawn by the Trustee solely for the
purpose of paying the principal of the Bonds as they will become due and payable, whether at maturity or
redemption, and premium, if any.

Redemption Fund

The Trustee will establish and maintain the Redemption Fund, amounts in which will be used and
withdrawn by the Trustee solely for the purpose of paying the principal of and premium on the Bonds to be
redeemed pursuant to the provisions of the Indenture regarding optional redemption and special mandatory
redemption from insurance or condemnation proceeds; provided, however, that at any time prior to the
selection of Bonds for redemption, the Trustee may apply such amounts to the purchase of Bonds at public or
private sale, in accordance with the provision of the Indenture regarding purchase in lieu of redemption with
respect to Term Bonds.

Insurance and Condemnation Fund; Title Insurance
Establishment of Fund. Upon the receipt of any proceeds of insurance or eminent domain with respect

to any portion of the Leased Property, the Trustee will establish and maintain an Insurance and Condemnation
Fund, to be held and applied under the Indenture as described below.




Application of Insurance Proceeds. Any Net Proceeds of insurance against accident to or destruction
of the Leased Property collected by the City in the event of any such accident or destruction will be paid to the
Trustee by the City pursuant to the Lease and deposited by the Trustee promptly upon receipt thereof in the
Insurance and Condemnation Fund. If the City fails to determine and notify the Trustee in writing of its
determination, within forty-five (45) days following the date of such deposit, to replace, repair, restore, modify
or improve the Leased Property, then such Net Proceeds will be promptly transferred by the Trustee to the
Redemption Fund and applied to the redemption of Bonds as permitted by the Indenture, including pursuant to
the provisions of the Indenture described under “THE 2015 BONDS — Redemption Provisions — Special
Mandatory Redemption” in the front part of this Official Statement to the extent that such Net Proceeds permit.
All proceeds deposited in the Insurance and Condemnation Fund and not so transferred to the Redemption
Fund will be applied to the prompt replacement, repair, restoration, modification or improvement of the
damaged or destroyed portions of the Leased Property by the City, upon receipt of Written Requisitions of the
City, as agent for the Authority, which: (i) states with respect to each payment to be made (A) the requisition
number, (B) the name and address of the person to whom payment is due, (C) the amount to be paid and (D)
that each obligation mentioned therein has been properly incurred, is a proper charge against the Insurance and
Condemnation Fund, has not been the basis of any previous withdrawal; and (ii) specifies in reasonable detail
the nature of the obligation. Each such Written Requisition will be sufficient evidence to the Trustee of the
facts stated therein and the Trustee will have no duty to confirm the accuracy of such facts. Any balance of the
proceeds remaining after such work has been completed as certified by the City to the Trustee will after
payment of amounts due the Trustee be paid to the City.

Application of Eminent Domain Proceeds. 1f all or any part of the Leased Property will be taken by
eminent domain proceedings (or sold to a government threatening to exercise the power of eminent domain)
the Net Proceeds therefrom will be deposited with the Trustee in the Insurance and Condemnation Fund
pursuant to the provisions of the Lease as described under “THE LEASE — Damage, Destruction, Title Defect
and Condemnation” herein and will be applied and disbursed by the Trustee as follows:

(a) If the City has not given written notice to the Trustee, within forty-five (45) days following
the date on which such Net Proceeds are deposited with the Trustee, of its determination that such Net
Proceeds are needed for the replacement of the Leased Property or such portion thereof, the Trustee will
transfer such Net Proceeds to the Redemption Fund to be applied towards the redemption of the Bonds as
permitted by the Indenture, including pursuant to the provisions of the Indenture described under “THE 2015
BONDS — Redemption Provisions — Special Mandatory Redemption” in the front part of this Official
Statement.

(b) If the City has given written notice to the Trustee, within forty-five (45) days following the
date on which such Net Proceeds are deposited with the Trustee, of its determination that such Net Proceeds
are needed for replacement of the Leased Property or such portion thereof, the Trustee will pay to the City, or
to its order, from said proceeds such amounts as the City may expend for such repair or rehabilitation, upon the
filing of Written Requisitions of the City as agent for the Authority in the form and containing the provisions
of the Indenture described above under “— Application of Insurance Proceeds.” Each such Written Requisition
will be sufficient evidence to the Trustee of the facts stated therein and the Trustee will have no duty to
confirm the accuracy of such facts.

Title Insurance. Proceeds of any policy of title insurance received by the Trustee in respect of the
Leased Property or any portion thereof for the benefit of the Owners will be applied and disbursed by the
Trustee as follows:

(a) If the City determines that the title defect giving rise to such proceeds has not materially
affected the City’s right to the use and possession of the Leased Property and will not result in an abatement of
Base Rental Payments by the City under the Lease, upon Written Request of the City such proceeds will, if
there is first delivered to the Trustee a Written Certificate of a City Representative to the effect that the annual
fair rental value of the Leased Property, notwithstanding the title defect for which the payment was made, is at

C-18



least equal to the maximum amount of Base Rental Payments becoming due under the Lease in the then
current Lease Year or any subsequent Lease Year, be paid to the City to be used for any lawful purpose. If the
City cannot deliver the certificate described in the preceding sentence, then such amounts will be transferred to
the Redemption Fund and used to redeem Bonds as permitted by the Indenture, including pursuant to the terms
of the Indenture as described under “THE 2015 BONDS — Redemption Provisions — Special Mandatory
Redemption-Series 20154 Bonds” and —Special Mandatory Redemption—Series 2015B Bonds” in the front
part of this Official Statement, unless the City otherwise directs in writing that such amounts are to be
transferred to the Rebate Fund.

(b) If any portion of the Leased Property has been affected by such title defect and if the City
certifies in writing that such title defect will result in an abatement of Base Rental Payments by the City under
the Lease, then upon Written Request of the City: either (A) such insurance proceeds will be used by the City
to remove the title defect, or (B) the Trustee will, if not notified in writing by a City Representative within 90
days of the receipt by the Trustee of the insurance proceeds that the City will use the proceeds to remove the
title defect, deposit such proceeds in the Redemption Fund and such proceeds will be applied to redeem Bonds
in the manner as permitted by the Indenture, including pursuant to the terms of the Indenture as described
under “THE 2015 BONDS — Redemption Provisions — Special Mandatory Redemption-Series 20154 Bonds”
and —Special Mandatory Redemption—Series 20158 Bonds” in the front part of this Official Statement.

(©) Any excess proceeds with respect to title insurance remaining after application pursuant to the
terms of the Indenture will be paid to the City to be used for any lawful purpose.

Particular Covenants
Punctual Payment

The Authority will punctually pay or cause to be paid the principal of and interest and premium (if
any) on all the Bonds in strict conformity with the terms of the Bonds and of the Indenture, according to the
true intent and meaning thereof, but only out of Revenues and other assets pledged for such payment as
provided in the Indenture.

Against Encumbrances

The Authority will not create, or permit the creation of, any pledge, lien, charge or other encumbrance
upon the Revenues and other assets pledged or assigned under the Indenture while any of the Bonds are
Outstanding, except the pledge and assignment created by the Indenture. Subject to this limitation, the
Authority expressly reserves the right to enter into one or more other indentures for any of its corporate
purposes, and reserves the right to issue other obligations for such purposes. Nothing in this section will in
any way limit the City’s ability (i) to encumber its assets other than Leased Property or (ii) to encumber the
Leased Property in accordance with the terms of the Lease.

Power to Issue Bonds and Make Pledge and Assignment

The Authority is duly authorized pursuant to law to issue the Bonds and to enter into the Indenture and
to pledge and assign the Revenues and other assets purported to be pledged and assigned, respectively, under
the Indenture in the manner and to the extent provided in the Indenture. The Bonds and the provisions of the
Indenture are and will be the legal, valid and binding special obligations of the Authority in accordance with
their terms, and the Authority and the Trustee will at all times, subject to the provisions of the Indenture and to
the extent permitted by law, defend, preserve and protect said pledge and assignment of Revenues and other
assets and all the rights of the Bond Owners under the Indenture against all claims and demands of all persons
whomsoever.



Accounting Records

The Trustee will at all times keep, or cause to be kept, proper books of record and account, prepared in
accordance with corporate trust industry standards, in which complete and accurate entries will be made of all
transactions made by it relating to the proceeds of Bonds, the Revenues, the Lease and all funds and accounts
established pursuant to the Indenture. Such books of record and account will be available for inspection by the
Authority and the City, during business hours and under reasonable circumstances.

Compliance with Indenture

The Trustee will not execute or deliver any Bonds in any manner other than in accordance with the
provisions of the Indenture, and the Authority will not suffer or permit any default by it to occur under the
Indenture, but will faithfully comply with, keep, observe and perform all the agreements, conditions, covenants
and terms of the Indenture required to be complied with, kept, observed and performed by it.

Tax Covenants for 2015 Bonds

The Authority covenants to and for the benefit of the Owners of the 2015 Bonds that, notwithstanding
any other provisions of the Indenture (other than as described under the subheading “Miscellaneous — Liability
of Authority Limited to Revenues™ herein), it will:

(a) neither make or use nor cause to be made or used any investment or other use of the proceeds
of the 2015 Bonds or the moneys and investments held in the funds and accounts established under the Second
Supplemental Indenture and the Third Supplemental Indenture which would cause the 2015 Bonds to be
arbitrage bonds under section 103(b) and section 148 of the Code or which would otherwise cause the interest
payable on the 2015 Bonds to be includable in gross income for federal income tax purposes;

(b) not take or cause to be taken any other action or actions, or fail to take any action or actions,
which would cause the interest payable on the 2015 Bonds to be includable in gross income for federal income
tax purposes;

() at all times do and perform all acts and things permitted by law and necessary or desirable in
order to assure that interest paid by the Authority on the 2015 Bonds will be excluded from the gross income,
for federal income tax purposes, of the Owners pursuant to section 103 of the Code; and

(d) not take any action or permit or suffer any action to be taken if the result of the same would
be to cause the 2015 Bonds to be “federally guaranteed” within the meaning of section 149(b) of the Code.

In furtherance of the tax covenants for the 2015 Bonds, the Authority will execute, deliver and comply
with the provisions of the Tax Certificate for the 2015 Bonds, which is incorporated into the Second
Supplemental Indenture and the Third Supplemental Indenture and made a part thereof as if set forth therein in
full including all of the defined terms therein, and by its acceptance of the Second Supplemental Indenture and
the Third Supplemental Indenture, the Trustee acknowledges receipt of such Tax Certificate and acknowledges
its incorporation in the Second Supplemental Indenture and the Third Supplemental Indenture. The Trustee
agrees it will invest funds held under the Indenture in accordance with the terms of the Indenture (which
covenant will extend throughout the term of the 2015 Bonds, to all funds and accounts created under the
Second Supplemental Indenture and all moneys on deposit to the credit of any fund or account).

Rebate Funds for the 2015 Bonds
(a) The Trustee will establish and maintain, when required, a fund separate from any other fund

established and maintained under the Indenture designated as the Series 2015A Rebate Fund for the Series
2015A Bonds and the Series 2015B Rebate Fund for the Series 2015B Bonds, which are not pledged to the
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Bonds. Neither the Authority nor the Owner of any Bonds will have any rights in or claim to such money.
Within the Series 2015A Rebate Fund and the Series 2015B Rebate Fund, the Trustee will maintain such
accounts as will be necessary to comply with instructions of the City given pursuant to the terms and
conditions of the Tax Certificate. Subject to the transfer provisions described in paragraph (e) below, all
money at any time deposited in the Series 2015A Rebate Fund and the Series 2015B Rebate will be held by the
Trustee in trust, to the extent required to satisfy the Rebate Requirement (as defined in the Tax Certificate) for
the 2015 Bonds, for payment to the federal government of the United States of America.

All amounts deposited into or on deposit in the Series 2015A Rebate Fund and the Series 2015B
Rebate Fund will be governed by the terms of the Indenture relating to the Rebate Fund and tax covenants and
by the Tax Certificate (which is incorporated to the Indenture by reference). The Trustee will be deemed
conclusively to have complied with such provisions if it follows the Written Request of the City including
supplying all necessary information in the manner provided in the Tax Certificate, and will have no liability or
responsibility to enforce compliance by the Authority or City with the terms of the Tax Certificate or any other
tax covenants contained in the Indenture. The Trustee will not be responsible for calculating rebate amounts or
for the adequacy or correctness of any rebate report or rebate calculations. The Trustee will have no
independent duty to review such calculations or enforce the compliance by the City with such rebate
requirements. The Trustee will have no duty or obligation to determine the applicability of the Code and will
only be obligated to act in accordance with Written Request provided by the City.

(b) Upon the City’s Written Request, an amount will be deposited to the Series 2015A Rebate
Fund by the Trustee from deposits by the City, if and to the extent required, so that the balance in the Series
2015A Rebate Fund will equal the Rebate Requirement for the Series 2015A Bonds and an amount will be
deposited to the Series 2015A Rebate Fund by the Trustee from deposits by the City, if and to the extent
required, so that the balance in the Series 2015A Rebate Fund will equal the Rebate Requirement for the Series
2015A Bonds. Computations of the Rebate Requirement will be furnished by or on behalf of the City in
accordance with the Tax Certificate. The Trustee will supply to the City all necessary information in the
manner provided in the Tax Certificate, to the extent such information is reasonably available to the Trustee.

() The Trustee will have no obligation to rebate any amounts required to be rebated pursuant to
the Rebate Fund provisions of the Indenture, other than from moneys held in the funds and accounts created
under the Second Supplemental Indenture or the Third Supplemental Indenture or from other moneys provided
to it by the City.

(d) At the Written Request of the City, the Trustee will invest all amounts held in the Series
2015A Rebate Fund and the Series 2015B Rebate Fund in Permitted Investments. Moneys will not be
transferred from the Series 2015A Rebate Fund or the Series 2015B Rebate Fund except as described in
paragraph (e) below. The Trustee will not be liable for any consequences arising from such investment.

(e) Upon receipt of the City’s Written Request, the Trustee will remit part or all of the balances
in the Series 2015A Rebate Fund and the Series 2015B Rebate Fund to the United States, as so directed. In
addition, if the City so directs, the Trustee will deposit money into or transfer money out of the Series 2015A
Rebate Fund and the Series 2015B Rebate Fund from or into such accounts or funds as directed by the City’s
Written Request; provided, however, only moneys in excess of the Rebate Requirement may, at the written
direction of the City, be transferred out of the Series 2015A Rebate Fund and the Series 2015B Rebate Fund to
such other accounts or funds or to anyone other than the United States in satisfaction of the arbitrage rebate
obligation. Any funds remaining in the Series 2015A Rebate Fund and the Series 2015B Rebate Fund after
each five year remission to the United States, redemption and payment of all of the Bonds and payment and
satisfaction of any Rebate Requirement, or provision made therefor satisfactory to the Trustee, will be
withdrawn and remitted to the City.

63} Notwithstanding any other provision of the Indenture, including in particular those provisions
described under “THE INDENTURE — Defeasance” herein, the obligation to remit the Rebate Requirement to
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the United States and to comply with all other requirements of Indenture relating to tax covenants and the
Rebate Fund and the Tax Certificate will survive the defeasance or payment in full of the 2015 Bonds.

Collection of Amounts Due Under Lease; Amendments

The Trustee will promptly collect all amounts due from the City pursuant to the Lease. Subject to the
provisions of the Indenture, the Trustee will enforce, and take all steps, actions and proceedings which the
Trustee determines to be reasonably necessary for the enforcement of all of its rights under the Indenture as
assignee of the Authority, for the enforcement of all of the obligations of the City under the Lease.

The Authority will not amend, modify or terminate any of the terms of the Lease or the Site Lease, or
consent to any such amendment, modification or termination, without the prior written consent of the Trustee.
The Trustee will give such written consent only if it determines the requirements of the Lease relating the
amendment thereof have been complied with.

Waiver of Laws

The Authority will not at any time insist upon or plead in any manner whatsoever, or claim or take the
benefit or advantage of, any stay or extension of law now or at any time hereafter in force that may affect the
covenants and agreements contained in the Indenture or in the Bonds, and all benefit or advantage of any such
law or laws is expressly waived by the Authority to the extent permitted by law.

Further Assurances

The Authority will make, execute and deliver any and all such further indentures, instruments and
assurances as may be reasonably necessary or proper to carry out the intention or to facilitate the performance
of the Indenture and for the better assuring and confirming unto the Owners of the Bonds of the rights and
benefits provided in the Indenture.

Events of Default and Remedies
Events of Default; Notice
The following events will be Events of Default under the Indenture:

(a) Default in the due and punctual payment of the principal, redemption premium, if any or
sinking fund installments of any Bonds when and as the same will become due and payable, whether at
maturity as expressed in the Indenture, by proceedings for redemption (other than with respect to conditional
redemption as permitted by the Indenture) or otherwise.

(b) Default in the due and punctual payment of any installment of interest on any Bonds when
and as the same will become due and payable.

(©) Default by the Authority in the observance of any of the other covenants, agreements or
conditions on its part in the Indenture or in the Bonds contained, if such default will have continued for a
period of sixty (60) days after written notice thereof, specifying such default and requiring the same to be
remedied, will 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 sixty (60) day
period, such default will not constitute an Event of Default under the Indenture if the Authority will commence
to cure such default within such sixty (60) day period and thereafter diligently and in good faith cure such
failure in a reasonable period of time.

(d) The occurrence and continuation of an event of default under and as defined in the Lease.
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If an Event of Default occurs under the Indenture, the Trustee will give notice, at the expense of the
City, of such Event of Default to the Owners. Such notice will state that an Event of Default has occurred and
will provide a brief description of such Event of Default. The Trustee in its discretion may withhold notice if
it deems it in the best interests of the Owners. Such notice provided will be given by first-class mail, postage
prepaid, to the Owners within 30 days of the Trustee’s receipt of knowledge of the occurrence of such Event of
Default.

Remedies Upon Event of Default

(a) Upon the occurrence and continuance of any Event of Default, then and in every such case
the Trustee in its discretion may, and upon the written request of the Owners of not less than 50% in principal
amount of the Bonds then Outstanding and receipt of indemnity to its satisfaction, and payment of its fees and
expenses, including the fees and expenses of its counsel, will in its own name and as the Trustee of an express
trust:

(1) by mandamus, or other suit, action or proceeding at law or in equity, enforce all
rights of the Owners under the Indenture, and require the Authority or the City to carry out any
agreements with or for the benefit of the Owners of Bonds and to perform its or their duties under the
Lease and the Indenture, provided that any such remedy may be taken only to the extent permitted
under the applicable provisions of the Lease or the Indenture, as the case may be;

(i1) bring suit upon the Bonds;

(ii1) by action or suit in equity require the Authority to account as if it were the trustee of
an express trust for the Owners of Bonds; or

(iv) by action or suit in equity enjoin any acts or things which may be unlawful or in
violation of the rights of the Owners of Bonds under the Indenture.

(b) Upon the occurrence of an Event of Default, the Trustee will be entitled as a matter of right to
the appointment of a receiver or receivers for the Revenues, ex parte, and without notice, and the Authority
consents to the appointment of such receiver upon the occurrence of an Event of Default. In the case of any
receivership, insolvency, bankruptcy, or other judicial proceedings affecting the Authority or the City, the
Trustee will be entitled to file such proofs of claims and other documents as may be necessary or advisable in
order to have the claims of the Trustee and the Bond Owners allowed in such proceedings, without prejudice,
however, to the right of any Bond Owner to file a claim on his or her own behalf; provided, the Trustee will be
entitled to compensation and reimbursement for the reasonable fees and expenses of its counsel and indemnity
for its reasonable expenses and liability from the Authority, the City or the Bond Owners, as appropriate.

(c) Notwithstanding the foregoing, neither the Indenture nor the Bonds provide for the remedy of
acceleration of principal or interest due with respect to the Bonds prior to their stated due dates.

Application of Revenues and Other Funds After Default

If an Event of Default will occur and be continuing, all Revenues and any other funds then held or
thereafter received by the Trustee under any of the provisions of the Indenture will be applied by the Trustee as
follows and in the following order:

(a) To the payment of any expenses necessary in the opinion of the Trustee to protect the
interests of the Owners of the Bonds and payment of reasonable fees, charges and expenses of the Trustee
(including reasonable fees and disbursements of its counsel) incurred in and about the performance of its
powers and duties under the Indenture;
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(b) To the payment of the principal of and interest then due on the Bonds (upon presentation of
the Bonds to be paid, and stamping or otherwise noting thereon of the payment if only partially paid, or
surrender thereof if fully paid) in accordance with the provisions of the Indenture, as follows:

First: To the payment to the persons entitled thereto of all installments of interest then due in the order
of the maturity of such installments, and, if the amount available will not be sufficient to pay in full any
installment or installments maturing on the same date, then to the payment thereof ratably, according to the
amounts due thereon, to the persons entitled thereto, without any discrimination or preference; and

Second: To the payment to the persons entitled thereto of the unpaid principal of any Bonds which
will have become due, whether at maturity or by redemption, with interest on the overdue principal at the rate
borne by the respective Bonds (to the extent permitted by law), and, if the amount available will not be
sufficient to pay in full all the Bonds, together with such interest, then to the payment thereof ratably,
according to the amounts of principal due on such date to the persons entitled thereto, without any
discrimination or preference.

Trustee to Represent Bond Owners

The Trustee is irrevocably appointed (and the successive respective Owners of the Bonds, by taking
and holding the same, will 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
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 in its
discretion may, and upon the written request of the Owners of a majority in aggregate principal amount of the
Bonds then Outstanding, and upon being indemnified to its satisfaction therefor, the Trustee will, proceed to
protect or enforce its rights or the rights of such Owners by such appropriate action, suit, mandamus or other
proceedings as it will 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 Indenture, or in aid of the execution of
any power in the Indenture granted, 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 Indenture or any other law; and upon
instituting such proceeding, the Trustee will be entitled, as a matter of right, to the appointment of a receiver of
the Revenues and other assets pledged under the Indenture, pending such proceedings. All rights of action
under the Indenture or the Bonds or otherwise may be prosecuted and enforced by the Trustee without the
possession of any of the Bonds or the production thereof in any proceeding relating thereto, and any such suit,
action or proceeding instituted by the Trustee will 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 Indenture.

Bond Owners’ Direction of Proceedings

Anything in the Indenture to the contrary notwithstanding, the Owners of a majority in aggregate
principal amount of the Bonds then Outstanding will have the right, 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 Indenture, provided that such direction will not be otherwise than in accordance with law and the
provisions of the Indenture, and that the Trustee will have the right to decline to follow any such direction
which in the opinion of the Trustee would expose it to liability.

Limitation on Bond Owners’ Right to Sue
Notwithstanding any other provision of the Indenture, no Owner of any Bonds will have the right to

institute any suit, action or proceeding at law or in equity, for the protection or enforcement of any right or
remedy under the Indenture, the Lease or any other applicable law with respect to such Bonds, unless (a) such
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Owner will have given to the Trustee written notice of the occurrence of an Event of Default; (b) the Owners
of a majority in aggregate principal amount of the Bonds then Outstanding will have made written request
upon the Trustee to exercise the powers granted in the Indenture or to institute such suit, action or proceeding
in its own name; (c¢) such Owner or Owners will have tendered to the Trustee reasonable indemnity against the
costs, expenses and liabilities to be incurred in compliance with such request; (d) the Trustee will have failed
to comply with such request for a period of sixty (60) days after such written request will have been received
by, and said tender of indemnity will have been made to, the Trustee; and (e) no direction inconsistent with
such written request will 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.

Such notification, request, tender of indemnity and refusal or omission are declared, in every case, to
be conditions precedent to the exercise by any Owner of Bonds of any remedy under the Indenture or under
law; it being understood and intended that no one or more Owners of Bonds will have any right in any manner
whatever by his or their action to affect, disturb or prejudice the security of the Indenture or the rights of any
other Owners of Bonds, or to enforce any right under the Bonds, the Indenture, the Lease or other applicable
law with respect to the Bonds, except in the manner provided in the Indenture, and that all proceedings at law
or in equity to enforce any such right will be instituted, had and maintained in the manner in the Indenture
provided and for the benefit and protection of all Owners of the Outstanding Bonds, subject to the provisions
of the Indenture.

Absolute Obligation of Authority

Nothing in the Indenture as described herein under the subheading “— Events Of Default And
Remedies — Limitation on Bond Owners’ Right to Sue” or in any other provision of the Indenture or in the
Bonds contained will affect or impair the obligation of the Authority, which is absolute and unconditional, to
pay the principal of and interest and premium (if any) on the Bonds to the respective Owners of the Bonds at
their respective dates of maturity, or upon call for redemption, as provided in the Indenture, but only out of the
Revenues and other assets in the Indenture pledged therefor, or affect or impair the right of such Owners,
which is also absolute and unconditional, to enforce such payment by virtue of the contract embodied in the
Bonds.

Termination of Proceedings

If any proceedings taken by the Trustee or any one or more Bond Owners on account of any Event of
Default shall have been discontinued or abandoned for any reason or will have been determined adversely to
the Trustee or the Bond Owners, then the Authority, the Trustee and the Bond Owners, subject to any
determination in such proceedings, shall be restored to their former positions and rights under the Indenture,
severally and respectively, and all rights, remedies, powers and duties of the Authority, the Trustee and the
Bond Owners will continue as though no such proceedings had been taken.

Remedies Not Exclusive

No remedy conferred upon or reserved to the Trustee or the Owners of the Bonds in the Indenture is
intended to be exclusive of any other remedy or remedies, and each and every such remedy, to the extent
permitted by law, will be cumulative and in addition to any other remedy given under the Indenture or now or
hereafter existing at law or in equity or otherwise.
No Waiver of Default

No delay or omission of the Trustee or any Owner of the Bonds to exercise any right or power arising

upon the occurrence of any Event of Default will impair any such right or power or will be construed to be a
waiver of any such Event of Default or an acquiescence therein; and every power and remedy given by the
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Indenture to the Trustee or the Owners of the Bonds may be exercised from time to time and as often as may
be deemed expedient.

Parties Interested In the Indenture

Nothing in the Indenture expressed or implied is intended or will be construed to confer upon, or to
give to, any person or entity, other than the City, the Authority, the Trustee, their officers, employees and
agents, and the Owners any right, remedy or claim under or by reason of the Indenture, or any covenant,
condition or stipulation of the Indenture, and all covenants, stipulations, promises and agreements in the
Indenture contained by and on behalf of the Authority will be for the sole and exclusive benefit of the City, the
Authority, the Trustee, their officers, employees and agents, and the Owners.

Remedies Subject to Provisions of Law

All rights, remedies and powers provided by the Indenture may be exercised only to the extent that the
exercise thereof does not violate any applicable provision of the City Charter and other applicable law, and all
of the provisions of the Indenture are intended to be subject to the City Charter and all other applicable
mandatory provisions of law which may be controlling and to be limited to the extent necessary so that they
will not render this instrument or the provisions of the Indenture invalid or unenforceable under the provisions
of the City Charter or other applicable law.

Modification or Amendment of the Indenture
Amendments Permitted

(a) The Indenture and any of the rights and obligations of the Authority and of the Owners of the
Bonds and of the Trustee may be modified or amended from time to time and at any time by an indenture or
indentures supplemental thereto, which the Authority and the Trustee may enter into when the written consents
of the Owners of a majority in aggregate principal amount of all Bonds then Outstanding which are affected by
the amendment, will have been filed with the Trustee; provided, however, no such modification or amendment
without the consent of the Owners of all of the Bonds then Outstanding which would be affected thereby, will
(i) extend the fixed maturity of any Bonds, or reduce the amount of principal thereof or extend the time of
payment, or change the method of computing the rate of interest thereon, or extend the time of payment of
interest thereon, without the consent of the Owner of each Bond so affected, or (ii) reduce the aforesaid
percentage of Bonds the consent of the Owners of which is required to effect any such modification or
amendment, or (iii) permit the creation of any lien on the Revenues and other assets pledged under the
Indenture prior to or on a parity with the lien created by the Indenture except as permitted in the Indenture, or
(iv) deprive the Owners of the Bonds of the lien created by the Indenture on such Revenues and other assets
(except as expressly provided in the Indenture), without the consent of the Owners of all of the Bonds then
Outstanding. It shall not be necessary for the consent of the Bond Owners to approve the particular form of
any Supplemental Indenture, but it will be sufficient if such consent will approve the substance thereof.
Consent of the Owners may be obtained as provided in the Indenture.

(b) In addition to any Supplemental Indenture authorized pursuant to the Indenture, the Indenture
and the rights and obligations of the Authority, of the Trustee and the Owners of the Bonds may also be
modified or amended from time to time and at any time by a Supplemental Indenture, which the Authority and
the Trustee may enter into without the consent of any Bond Owners, for any one or more of the following
purposes:

(1) to add to the covenants and agreements of the Authority in the Indenture contained
other covenants and agreements thereafter to be observed, to pledge or assign additional security for
the Bonds (or any portion thereof), or to surrender any right or power reserved to or conferred upon
the Authority in the Indenture, or to close the Indenture against, or provide limitations and restrictions
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in addition to the limitations and restrictions contained in the Indenture on, the authentication and
delivery of Additional Bonds;

(i1) to make such provisions for the purpose of curing any ambiguity, inconsistency or
omission, or of curing or correcting any defective provision, contained in the Indenture, or in regard to
matters or questions arising under the Indenture, as the Authority may deem necessary or desirable;

(ii1) to modify, amend or supplement the Indenture in such manner as to permit the
qualification of the Indenture under the Trust Indenture Act of 1939, as amended, or any similar
federal statute hereafter in effect, and to add such other terms, conditions and provisions as may be
permitted by said act or similar federal statute; or

(iv) to modify, amend or supplement the Indenture in such manner as to cause interest on
the Bonds to remain excludable from gross income under the Code.

v) to permit the Trustee to comply with any duties imposed upon it by law;
(vi) to provide for the refunding or advance refunding of any Bonds, so long as such
amendment is not inconsistent with the provisions of the Indenture relating to the defeasance of

Bonds;

(vil)  to evidence the appointment of a separate trustee or the succession of a new trustee
under the Indenture;

(viii)  to make any amendments appropriate or necessary to provide for or facilitate the
delivery of credit enhancement for any Bonds; or

(ix) for any other reason, provided such modification or amendment does not, in the
judgment of the Trustee, materially adversely affect the interests of the Owners of the Bonds then
Outstanding.

(©) The Trustee may in its discretion, but will not be obligated to, enter into any such
Supplemental Indenture authorized by paragraphs (a) or (b) under this subheading which materially adversely
affects the Trustee’s own rights, duties or immunities under the Indenture or otherwise.

(d) Prior to the Trustee entering into any Supplemental Indenture under the Indenture, there will
be delivered to the Trustee an opinion of Bond Counsel stating, in substance, that such Supplemental Indenture
has been adopted in compliance with the requirements of the Indenture and that the adoption of such
Supplemental Indenture will not, in and of itself, adversely affect the exclusion from gross income for
purposes of federal income taxes of interest on the Bonds.

(e) Provision of the Indenture described under this subheading are subject to the provisions of the
Indenture described under the subheading “Modification or Amendment of the Indenture — City’s Consent to
Supplemental Indentures” herein.

Consent of Owners

(a) If at any time the Authority (or the City on behalf of the Authority) will request the Trustee to
enter into any Supplemental Indenture requiring consent of the Owners, the Trustee, upon being satisfactorily
indemnified with respect to expenses, will cause notice (unless waived by the affected Owners in their consent)
of the proposed Supplemental Agreement to be mailed to each affected Owners, as shown in the Registration
Books at the close of business on the 15" day preceding that mailing and at its address as it appears on the
Registration Books on that 15" day preceding the mailing. The notice will describe briefly the nature of the
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proposed amendment and will state that copies thereof are on file at the office of the Trustee designated therein
for inspection by all such Owners.

Consent of Owners may also be evidenced: (i) by Bonds being sold to such Owners under an official
statement or other offering document which describes the proposed amendment and states that their purchase
shall be treated as their consent to such amendment; or (ii) in any other manner acceptable to the Trustee.

If the Supplemental Indenture will not take effect so long as any particular Bonds remain Outstanding,
the consent of the Owners of such Bonds will not be required and such Bonds will not be deemed to be
Outstanding for the purpose of determining the required consents.

(b) Disqualified Bonds. Bonds owned or held by or for the account of the Authority or the City
will not be deemed Outstanding for the purpose of any consent or other action or any calculation of
Outstanding Bonds provided in the Indenture as described under this subheading “Modification or Amendment
of the Indenture”, and will not be entitled to consent to or take any other action provided in the Indenture as
described under this subheading “— Modification or Amendment of the Indenture”; provided, however, that the
Trustee will not be deemed to have knowledge that any Bond is owned or held by or for the account of the
Authority or the City unless the Authority or the City is the registered Owner or the Trustee has received
written notice that any other registered Owner is holding for the account of the Authority or City.

(c) The Trustee will not be subject to any liability to any Owner of Bonds by reason of the
Trustee’s failure to mail, or the failure of any such Owner to receive, the notice required by the Indenture as
described under this subheading. Any failure of that nature will not affect the validity of the Supplemental
Indenture when there has been consent thereto as provided in the Indenture as described under this subheading.

(d) If the Trustee will receive, within a period not exceeding one year as prescribed by the City
upon behalf of the Authority, following the mailing of the notice (unless waived by the affected Owners in
their consent), an instrument or document or instruments or documents, in a form or forms to which the
Trustee does not object reasonably, purporting to be executed by the Owners of not less than a majority in
aggregate principal amount of the affected Outstanding Bonds, but not otherwise, the Trustee will execute and
deliver the Supplemental Indenture in substantially the form to which reference is made in the notice, without
liability or responsibility to any affected Owner, regardless of whether that Owner will have consented thereto.
The instrument or document or instruments or documents described in this paragraph shall refer to the
proposed Supplemental Indenture in the form described in the notice and shall consent specifically to the
Supplemental Indenture in substantially that form.

(e) At any time after the Owners of the required percentage of the Bonds will have filed their
consents with the Trustee to the Supplemental Indenture, the Trustee will make and file with the Authority and
City a written statement that the Owners of the required percentage of the Bonds have filed those consents.
That written statement will be conclusive evidence that the consents have been so filed. Prior to the Trustee
filing such written statement, a consent may be revoked in writing by the Owner who gave the consent or by a
subsequent Owner of the Bonds by a written revocation received by the Trustee.

City’s Consent to Supplemental Indentures

Anything in the Indenture to the contrary notwithstanding, so long as the City is not in default under
the Lease, a Supplemental Indenture under the Indenture will not become effective unless and until the City
will have consented in writing to the execution and delivery of such Supplemental Indenture. In this regard,
the Trustee will cause notice of the proposed execution and delivery of any Supplemental Indenture, together
with a copy of the proposed Supplemental Indenture, to be mailed by first-class mail to the City at least
30 days prior to the proposed date of execution and delivery of any Supplemental Indenture.
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Effect of Supplemental Indenture

Upon the execution of any Supplemental Indenture pursuant to the Indenture, the Indenture will be
deemed to be modified and amended in accordance therewith, and the respective rights, duties and obligations
under the Indenture of the Authority, the Trustee and all Owners of Bonds Outstanding will thereafter be
determined, exercised and enforced under the Indenture subject in all respects to such modification and
amendment, and all the terms and conditions of any such Supplemental Indenture will be deemed to be part of
the terms and conditions of the Indenture for any and all purposes.

Endorsement of Bonds, Preparation of New Bonds

Bonds delivered after the execution of any Supplemental Indenture pursuant to the Indenture may, and
if the Authority so determines will, bear a notation by endorsement or otherwise in form approved by the
Authority and the Trustee as to any modification or amendment provided for in such Supplemental Indenture,
and, in that case, upon demand on the Owner of any Bonds Outstanding at the time of such execution and
presentation of his Bonds for the purpose at the Office of the Trustee or at such additional offices as the
Trustee may select and designate for that purpose, a suitable notation will be made on such Bonds. If the
Supplemental Indenture will so provide, new Bonds so modified as to conform, in the opinion of the Authority
and the Trustee, to any modification or amendment contained in such Supplemental Indenture, will be prepared
and executed by the Authority and authenticated by the Trustee, and upon demand on the Owners of any
Bonds then Outstanding will be exchanged at the Office of the Trustee, without cost to any Bond Owner, for
Bonds then Outstanding, upon surrender for cancellation of such Bonds, in equal aggregate principal amount
of the same series and maturity.

Amendment of Particular Bonds

The provisions of the Indenture as described under this subheading “— Modification or Amendment of
the Indenture” shall not prevent any Bond Owner from accepting any amendment as to the particular Bonds
held by him.
Defeasance
Discharge of Indenture

(a) Any or all of the Outstanding 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 Indenture by

the Authority:

(1) by paying or causing to be paid the principal of and interest and premium (if any) on
such Bonds, as and when the same become due and payable;

(i1) by depositing with the Trustee, in trust, at or before maturity, Defeasance Obligations
in the necessary amount and in accordance with the terms of the Indenture to pay or redeem such
Bonds; or

(ii1) by delivering to the Trustee, for cancellation by it, such Bonds.

If the Authority will also pay or cause to be paid all other sums payable under the Indenture by the
Authority, then and in that case, at the election of the Authority evidenced by a Written Certificate of the
Authority (or of the City upon behalf of the Authority), filed with the Trustee, signifying the intention of the
Authority to discharge all such indebtedness and the Indenture), and notwithstanding that any of such Bonds
shall not have been surrendered for payment, the Indenture and the pledge of Revenues and other assets made
under the Indenture with respect to such Bonds and all covenants, agreements and other obligations of the
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Authority under the Indenture with respect to such Bonds will cease, terminate, become void and be
completely discharged and satisfied (except for those provisions surviving by reason of those provisions of the
Indenture described under paragraph (c) below in the event that the Bonds are deemed to be paid and
discharged pursuant to the provisions of the Indenture described under the subheading “—Deposit of Money or
Securities with Trustee to Defease Bonds” below). In such event, upon the Written Request of the Authority
(or of the City upon behalf of the Authority), the Trustee will execute and deliver to the Authority and City all
such instruments as may be necessary or desirable to evidence such discharge and satisfaction, and the Trustee
will pay over, transfer, assign or deliver to the City all moneys or securities or other Leased Property held by it
pursuant to the Indenture which are not required for the payment or redemption of any of such Bonds not
theretofore surrendered for such payment or redemption.

If the Authority will pay or cause to be paid, or there will otherwise be paid, to the Owners of the
Outstanding Bonds of a particular Series, or of a particular maturity or particular Bonds within a Series, the
Debt Service due or to become due thereon, at the times and in the manner stipulated therein and in the
Indenture, such Bonds will cease to be entitled to any lien, pledge, benefit or security under the Indenture, and
all covenants, agreements and obligations of the Authority to the Owners of such Bonds will thereupon cease,
terminate and become void and be discharged and satisfied (subject to provisions of the Indenture described in
paragraph (c) below).

Bonds or interest installments, for the payment or redemption of which moneys will have been set
aside and held in trust by the Trustee (through deposit by the City of funds for such payment or redemption or
otherwise) at the maturity or redemption date thereof, will be deemed to have been paid within the meaning
and with the effect expressed in paragraph (a) under this subheading.

(b) If, in connection with a redemption of all or any part of the Bonds, or in connection with
providing for payment of all or any part of the Bonds pursuant to the Indenture as described herein under the
subheading “Defeasance”, moneys and/or Defeasance Obligations are deposited with the Trustee sufficient to
pay Debt Service on all or a portion of the Bonds being defeased in accordance with the provisions of the
Indenture described under the subheading “Deposit of Money or Securities with Trustee to Defease Bonds”
below to any date after the first date on which such Bonds may be redeemed, the City on behalf of the
Authority may expressly reserve and retain the right to subsequently change the date on which any such Bonds
are to be redeemed. The City may further reserve and retain the right to restructure the moneys and/or
Defeasance Obligations held by the Trustee for payment such Bonds as provided in the Indenture as described
in paragraphs (c), (d) or (e) under the subheading “— Deposit of Money or Securities with Trustee to Defease
Bonds” below, and to apply any of the proceeds, which are available following such restructuring and are not
needed to pay Debt Service on the Bonds being defeased, for any lawful purpose.

(©) If the City desires to reserve and retain any such rights, it shall so advise the Trustee at the
time of the deposits of such funds with the Trustee and the Trustee will include a statement of such reserved
and retained rights in the notice given to Owners pursuant to the Indenture. Notwithstanding the foregoing,
any provisions of the Indenture which relate to:

(1) the maturity of Bonds;

(i1) the interest payments and dates thereof;

(ii1) the optional and mandatory redemption provisions;

@iv) the credits against the mandatory sinking fund requirements;
v) the exchange, transfer and registration of Bonds;

(vi) the replacement of mutilated, destroyed, lost or stolen Bonds;
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(vii)  the safekeeping and cancellation of Bonds;

(viii)  the nonpresentment of Bonds;

(ix) the holding of moneys in trust;

x) the repayments to the Authority from the escrow fund,;

(x1) the timely payment of any rebate of arbitrage earnings to the United States and any
other provisions which relate to exclusion of interest on the Bonds from gross income for federal
income tax purposes; and

(xii)  the duties of the Trustee in connection with all of the foregoing and payment of its
fees and expenses;

will remain in effect and will be binding upon the Authority, the Trustee and the Owners, notwithstanding the
release, discharge and satisfaction of the Indenture. The provisions of the Indenture described under this
paragraph (c) will survive the release, discharge and satisfaction of the Indenture.

Deposit of Money or Securities with Trustee to Defease Bonds

(a) Whenever in the 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 Indenture and available for such purposes.

(b) Subject to the provisions of paragraphs (c) and (d) under this subheading, any Outstanding
Bonds shall, prior to the maturity or redemption date thereof, be deemed to have been paid, within the meaning
and with the effect expressed in paragraph (a) under the subheading “— Discharge of Indenture” above, if:

(1) in case any of said Bonds are to be redeemed on any date prior to their maturity, the
City upon behalf of the Authority will have given to the Trustee written instructions, accepted in
writing by the Trustee, to mail as provided in the Indenture notice of redemption of such Bonds (other
than Bonds which have been purchased or otherwise acquired by the City and delivered to the Trustee
as provided in the Indenture prior to the mailing of such notice of redemption);

(i1) there will have been deposited with the Trustee (or another trust company selected by
the City which meets the requirements of the Indenture), in trust for the Owners of such Bonds, either
moneys in an amount which shall be sufficient, or Defeasance Obligations (including any Defeasance
Obligations issued or held in book-entry form on the books of the Department of the Treasury of the
United States) the principal of and the interest on which when due will provide moneys which,
together with the moneys, if any, deposited with the Trustee at the same time, will be sufficient
(without regard to further investment or reinvestment of either the principal amount thereof or the
interest earnings therefrom, which earnings are to be held likewise in trust and so committed, except
as provided in the Indenture) to pay when due the Debt Service due and to become due on said Bonds
on or prior to the redemption date or maturity date thereof, as the case may be;

(iii) in the event said Bonds are not by their terms subject to redemption within the next
succeeding 60 days, the City upon behalf of the Authority will have given written instructions to the
Trustee in form satisfactory to it to mail a notice to the Owners of such Bonds, within 15 days of the
date on which the Bonds are deemed to be paid and discharged, at their address as it appears on the
Registration Books on that date on which such Bonds are deemed to be paid and discharged. The
notice will: (1) state the numbers of the Bonds deemed to be paid and discharged, or will state that all
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Bonds of a particular Series are deemed to be paid and discharged; (2) that the deposit required by (ii)
above has been made with the Trustee and that said Bonds are deemed to have been paid in
accordance with the terms of the Indenture described under this subheading; and (3)state such
maturity or redemption date upon which moneys are expected to be available for the payment of the
Debt Service on said Bonds (other than Bonds which have been purchased or otherwise acquired by
the City and delivered to the Trustee as provided in the Indenture provided prior to the mailing of the
notice of redemption referred to in clause (i) under this subheading);

@iv) the Trustee will have received a report of an independent firm of certified public
accountants or a financial consulting firm of recognized standing in the field of municipal bonds to the
effect that the amount of principal of and interest when due on the Defeasance Obligations and any
money deposited at the same time with the Trustee shall be sufficient to pay when due the Debt
Service due and to become due on said Bonds prior to and on the redemption or maturity date thereof,
as the case may be; and

v) if the Bonds deemed paid with Defeasance Obligations were issued as obligations the
interest on which was excluded from gross income for federal tax purposes, then the City will furnish
to the Trustee an opinion of Bond Counsel to the effect that the provisions for paying such Bonds
(assuming compliance by the Authority, the City and the Trustee with their duties under the Indenture
and any related escrow agreement) will not, by itself, cause such Bonds to lose such exclusion.

Any notice of redemption mailed pursuant to (i) with respect to Bonds which constitute less than all of
the Outstanding Bonds of any maturity within a Series will specify the letter and number or other
distinguishing mark of each such Bond.

Defeasance Obligations will consist of securities which are not subject to redemption prior to their
maturity other than at the option of the holder thereof, or will consist of securities as to which an irrevocable
notice of redemption of such securities on a specified redemption date has been given and such securities are
not otherwise subject to redemption prior to such specified date.

(©) The Trustee will, if so directed by the City, (i) prior to the maturity date of Bonds that have
been deemed to have been paid in accordance with the provisions of the Indenture described under this
subheading (the “Defeased Bonds”) which are not to be redeemed prior to their maturity date or (ii) prior to
mailing of the notice of redemption referred to in clause (i) above with respect to any Defeased Bonds which
are to be redeemed on any date prior to their maturity, apply moneys deposited with the Trustee for such
Defeased Bonds and redeem or sell Defeasance Obligations so deposited with the Trustee and apply the
proceeds thereof to the purchase of such Defeased Bonds and the Trustee shall immediately thereafter cancel
all such Defeased Bonds so purchased; provided, however, that the moneys and Defeasance Obligations
remaining on deposit with the Trustee after such purchase and cancellation of such Defeasance Bonds must be
determined by the Trustee to be sufficient to pay when due the Debt Service due or to become due on all
remaining unpaid Defeased Bonds, in respect of which such moneys and Defeasance Obligations are being
held by the Trustee, on or prior to the redemption date or maturity date thereof, as the case may be.

(d) If, at any time (i) prior to the maturity date of Defeased Bonds which are not to be redeemed
prior to their maturity date or (ii) prior to the mailing of the notice of redemption referred to in clause (i) with
respect to any Defeased Bonds which are to be redeemed on any date prior to their maturity, the City shall
purchase or otherwise acquire any such Defeased Bonds and deliver such Defeased Bonds to the Trustee prior
to their maturity date or redemption date, as the case may be, the Trustee will immediately cancel all such
Defeased Bonds so delivered; and such delivery of Defeased Bonds to the Trustee shall be accompanied by
Written Direction from the City to the Trustee as to the manner in which such Defeased Bonds are to be
applied against the obligation of the Trustee to pay or redeem Defeased Bonds. Such directions of the City
will also specify the portion, if any, of such Defeased Bonds so purchased or delivered and cancelled to be
applied against the obligation of the Trustee to pay Defeased Bonds upon their maturity date or dates and the
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portion, if any, of such Defeased Bonds so purchased or delivered and cancelled to be applied against the
obligation of the Trustee to redeem Defeased Bonds on any date or dates prior to their maturity.

(e) If on any date: (i) as a result of any purchases, acquisitions and cancellations of Defeased
Bonds as provided in the Indenture as described under this subheading the total amount of moneys and
Defeasance Obligations remaining on deposit with the Trustee under the Indenture as described under this
subheading is in excess of the total, determined by the Trustee, which would have been required to be
deposited with the Trustee on such date in respect of the remaining unpaid Defeased Bonds in order to satisfy
paragraph (b)(ii) under this subheading, the Trustee will, if requested by the City in Written Certificate, sell
specified Defeasance Obligations and transfer the amount of such excess as directed by the City; or (ii) the
City directs the Trustee in Written Certificate to sell and re-invest specified Defeasance Obligations as directed
by the City;

then before any such excess is so transferred or any such Defeasance Obligations sold and re-invested, as
applicable, the Trustee shall have received a report, of an independent firm of certified public accountants or a
financial consulting firm of recognized standing in the field of municipal bonds, to the effect that the amount
of money and the principal of and interest when due on the Defeasance Obligations remaining on deposit with
the Trustee after such transfer or sale or re-investment, as applicable, will be sufficient to pay when due the
Debt Service due and to become due on said unpaid Defeased Bonds on or prior to the redemption or maturity
date thereof, as the case may be.

® Except as otherwise provided under this subheading, neither Defeasance Obligations nor
moneys deposited with the Trustee pursuant to this subheading nor principal or interest payments on any such
Defeasance Obligations will be withdrawn or used for any purpose other than, and will be held in trust by the
Trustee solely for, the payment of the Debt Service on the Defeased Bonds; provided that any cash received
from such principal or interest payments on such Defeasance Obligations deposited with the Trustee (i) to the
extent such cash will not be required at any time for such purpose as determined by the Trustee, will be
transferred as directed by the City, and (ii) to the extent such cash will be required for such purpose at a later
date, will, to the extent practicable and as directed by the City, be reinvested by the Trustee in Defeasance
Obligations maturing at times and in amounts sufficient to pay when due the Debt Service due on said
remaining unpaid Defeased Bonds on or prior to such redemption date or maturity date thereof, as the case
may be, and interest earned from such reinvestments shall be transferred as directed by the City.

Miscellaneous
Liability of Authority Limited to Revenues

Notwithstanding anything in the Indenture or in the Bonds contained, the Authority will not be
required to advance any moneys derived from any source other than the Revenues and other assets pledged
under the Indenture for any of the purposes in the Indenture mentioned, whether for the payment of the
principal of or interest on the Bonds or for any other purpose of the Indenture. Nevertheless, the Authority
may, but will not be required to, advance for any of the purposes of the Indenture any funds of the Authority
which may be made available to it for such purposes.

Limitation of Rights to Parties and Bond Owners

Nothing in the Indenture or in the Bonds expressed or implied is intended or will be construed to give
to any person other than the Authority, the Trustee, the City and the Owners of the Bonds, any legal or
equitable right, remedy or claim under or in respect of the Indenture or any covenant, condition or provision
therein or in the Indenture contained; and all such covenants, conditions and provisions are and shall be held to
be for the sole and exclusive benefit of the Trustee, the City, the Authority and the Owners of the Bonds.
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Unclaimed Funds

Notwithstanding any provisions of the Indenture, and subject to applicable provisions of State law,
any moneys held by the Trustee in trust for the payment of the principal of, premium, if any, 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 as provided in the 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, will be repaid to the City free from the trusts created by the Indenture,
and all liability of the Trustee with respect to such moneys will thereupon cease; provided, however, that
before the repayment of such moneys to the City as aforesaid, the Trustee shall (at the written request and cost
of the City) first mail to the Owners of Bonds which have not yet been paid, at the addresses shown on the
Registration Books, a notice, in such form as may be deemed appropriate by the Trustee with respect to the
Bonds so payable and not presented and with respect to the provisions relating to the repayment to the City of
the moneys held for the payment thereof. Thereafter, the Owner of such Bond will look only to the City for
payment and then only to the extent of the amount so returned to the City without any interest thereon, and the
Trustee will have no responsibility with respect to such money. During any period in which the Trustee holds
such unclaimed money, the Trustee will not be required to invest such money; nonetheless if the Trustee
should invest such money any earnings on such amounts shall be remitted to the City as such earnings are
realized.

Waiver of Notice; Requirement of Mailed Notice

Whenever in the Indenture the giving of notice by mail or otherwise is required, the giving of such
notice may be waived in writing by the person entitled to receive such notice and in any such case the giving or
receipt of such notice shall not be a condition precedent to the validity of any action taken in reliance upon
such waiver. Whenever in the Indenture any notice shall be required to be given by mail, such requirement
shall be satisfied by the deposit of such notice in the United States mail, postage prepaid, by first class mail.

Evidence of Acts of Owners

(a) Any request, direction, consent or other instrument provided to be signed and executed by the
Owners may be in any number of concurrent writings of similar tenor and may be signed or executed by such
Owners in person or by agent appointed in writing. Proof of the execution of any such request, direction or
other instrument or of the writing appointing any such agent and of the ownership of Bonds, if made in the
following manner, shall be sufficient for any of the purposes of the Indenture and will be conclusive in favor of
the Trustee, Authority and City, with regard to any action taken by them, or either of them, under such request
or other instrument, namely:

(1) The fact and date of the execution by any person of any such writing may be proved
by the certificate of any officer in any jurisdiction who by law has power to take acknowledgments in
such jurisdiction, that the person signing such writing acknowledged before him the execution thereof,
or by the affidavit of a witness of such execution; and

(i1) The ownership of Bonds shall be proved by the Registration Books.

Nothing under this subheading will be construed as limiting the Trustee to the proof specified in the
Indenture, it being intended that the Trustee may accept any other evidence of the matters stated in the
Indenture which it may deem sufficient including, without limitation, an affidavit evidencing beneficial
ownership of Bonds while the Bonds are held in book-entry only system.

(b) Any action taken or suffered by the Trustee pursuant to any provision of the Indenture, upon

the request or with the assent of any person who at the time is the Owner of any Bond or Bonds, will be
conclusive and binding upon all future Owners of the same Bond or Bonds.
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(c) Any request, consent, or other instrument or writing of the Owner of any Bond will bind
every future Owner of the same Bond and the Owner of every Bond issued in exchange therefor or in lieu
thereof, in respect of anything done or suffered to be done by the Trustee or the Authority in accordance
therewith or reliance thereon.

Holidays

If the date for making any payment or the last date for performance of any act or the exercising of any
right, as provided in the Indenture, will be a legal holiday or a day on which the Authority, the City, the
Trustee or banking institutions in the State are authorized by law or otherwise to remain closed, such payment
may be made or act performed or right exercised on the next succeeding day not a legal holiday or a day on
which the Authority, the City, the Trustee or such banking institutions are authorized by law or otherwise to
remain closed, with the same force and effect as if done on the nominal date provided in the Indenture, and no
interest shall accrue for the period after such nominal date.

Waiver of Personal Liability

No member, officer, agent or employee of the Authority will be individually or personally liable for
the payment of the principal of or interest or premium (if any) on the Bonds or be subject to any personal
liability or accountability by reason of the issuance thereof; but nothing in the Indenture contained will relieve
any such member, officer, agent or employee from the performance of any official duty provided by law or by
the Indenture.

THE LEASE

Certain provisions of the Lease are summarized below. This summary does not purport to be
complete or definitive and is qualified in its entirety by reference to the Lease.

The Leased Property
Lease of the Leased Property; Title to Leased Property

The Authority subleases to the City, and the City subleases back from the Authority, the Leased
Property, all on the conditions and terms set forth in the Lease. The City agrees and covenants that during the
term of the Lease, except as provided in the Lease, it will use the Leased Property for public purposes so as to
afford the public the benefits contemplated thereby and so as to permit the Authority to carry out its
agreements and covenants contained the Lease and in the Indenture, and the City thereby further agrees and
covenants that during the term of the Lease that it will not abandon or vacate the Leased Property.

During the term of the Lease, title to all moveable property (i) that is located on, in or about the
Leased Property on the Closing Date, or (ii) that is placed on, in or about Leased Property by the City at any
time thereafter during the term of the Lease, will remain the property of the City (or property of the City’s
tenant, as provided in the lease between the City and such tenant). During the term of the Lease, the Authority
will hold leasehold title to the Leased Property and any and all additions which comprise fixtures, repairs,
replacements or modifications thereof, except for any items added to the Leased Property by the City pursuant
to the terms of the Lease.

If both the Trustee’s and the City’s estate under the Lease or any other lease relating to the Leased
Property or any portion thereof will at any time for any reason become vested in one owner, the Lease and the
estate created thereby will not be destroyed or terminated by the doctrine of merger unless the City and the
Trustee so elect as evidenced by recording a written declaration so stating; and unless and until the City and
the Trustee so elect, the Authority will continue to have and hold a leasehold estate in the Leased Property
pursuant to the Site Lease throughout the term thereof and the term of the Lease, and the Lease will be deemed

C-35



and constitute a sublease of the Leased Property. The City covenants not to permit or consent to any such
merger as long as any Bonds are Outstanding.

Quiet Enjoyment

The parties to the Lease mutually covenant that the City, so long as it observes and performs the
agreements, conditions, covenants and terms required to be observed or performed by it contained in the Lease
and is not in default under the Lease, will at all times during the term of the Lease peaceably and quietly have,
hold and enjoy the Leased Property without suit, trouble or hindrance from the Authority.

Right of Entry and Inspection

The Authority will have the right to enter the Leased Property and inspect the Leased Property during
reasonable business hours (and in emergencies at all times) for any purpose connected with the Authority’s
rights or obligations under the Lease and for all other lawful purposes.

Additions and Improvements to Leased Property; Mechanics Liens

The City will have the right during the term of the Lease to make any additions or improvements to
the Leased Property, to attach fixtures, structures or signs, and to affix any personal property to the Leased
Property, so long as the fair rental value of the Leased Property is not thereby reduced. Title to all fixtures,
equipment or personal property, which is placed by the City in or on the Leased Property, will remain in the
City to the extent that such items may be removed from the Leased Property without damage thereto. Title to
any personal property, improvements or fixtures placed in or on any portion of the Leased Property by any
sublessee or licensee of the City shall be controlled by the sublease or license agreement between such
sublessee or licensee and the City, which sublease or license agreement will not be inconsistent with the Lease.

In the event the City will at any time during the term of the Lease cause any improvements to the
Leased Property to be constructed or materials to be supplied in or upon or attached to the Leased Property, the
City shall pay or cause to be paid when due all sums of money that may become due or purporting to be due
for any labor, services, materials, supplies or equipment furnished or alleged to have been furnished to or for
the City in, upon, about or relating to the Leased Property and will keep the Leased Property free of any and all
liens against the Leased Property or the Authority’s interest therein, except for Permitted Encumbrances. In
the event any such lien attaches to or is filed against the Leased Property or the Authority’s interest therein,
and the enforcement thereof is not stayed or if so stayed such stay thereafter expires, the City shall cause each
such lien to be fully discharged and released at the time the performance of any obligation secured by any such
lien matures or becomes due. If any such lien will be reduced to final judgment and such judgment or any
process as may be issued for the enforcement thereof is not promptly stayed, or if so stayed and such stay
thereafter expires, the City shall forthwith pay and discharge or cause to be paid and discharged such
judgment.

Substitution, Removal or Addition of Leased Property

(a) The City and the Authority may amend the Lease and Site Lease to: (i) substitute real
property and/or improvements (the “Substituted Property”) for all or a portion of the existing Leased Property;
(i1)) remove all or a portion of real property (including undivided interests therein) or improvements
(“Removal”) from the definition of Leased Property; or (iii) to add real property and/or improvements (the
“Added Property”) to the Leased Property, upon compliance with all of the applicable conditions set forth in
paragraph (b). After a Substitution or Removal, the part of the Leased Property for which the Substitution or
Removal has been effected will be released from the leasehold under the Lease and under the Site Lease.

(b) No Substitution, Addition or Removal shall take place under the Lease and under the Site
Lease until the City delivers to the Authority and the Trustee each of the following:
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(1) Executed counterparts (in proper recordable form) of amendments to the Site Lease
and the Lease, containing: (A) in the event of a Removal, a legal description of all or part of the
Leased Property to be released; (B) in the event of a Substitution, a legal description of the Substituted
Property to be substituted in its place; and (C) in the case of an Addition, a legal description of the
Added Property.

(i1) A certificate of the City, evidencing that the annual fair rental value (which may be
based on, but not limited to, the construction or acquisition cost or replacement cost of such
Substitution or Addition to the City) of the property that will constitute the Leased Property after such
Addition, Substitution or Removal, will be at least equal to 100% of the maximum amount of Base
Rental Payments becoming due in the then current Lease Year or in any subsequent Lease Year during
term of the Lease. At the sole discretion of the City, in the alternative, in the event of a Substitution
only, the certificate of the City may evidence that the annual fair rental value of the new property is at
least equal to that of the Substituted Property.

(ii1) An Opinion of Counsel to the effect that: (A) the amendments to the Lease and to
the Site Lease in connection with such Substitution, Addition or Removal of property have been duly
authorized, executed and delivered and constitute the valid and binding obligations of the City and the
Authority enforceable in accordance with their terms; and (B) the Substitution, Addition or Removal
is authorized or permitted under the Lease.

@iv) With respect to an Addition or Substitution of property, a leasehold owner’s title
insurance policy or policies or a commitment for such policy or policies or an amendment or
endorsement to an existing title insurance policy or policies, resulting in title insurance with respect to
the Leased Property after such Addition or Substitution in an amount at least equal to the aggregate
principal amount of Bonds Outstanding; each such insurance instrument, when issued, will name the
Authority and Trustee as the insured, and shall insure the leasehold estate of the Authority and the
Trustee, as assignee of the Authority, in such real property subject only to Permitted Encumbrances.

v) In the event of a Substitution or Addition, an opinion of the City Attorney of the City
to the effect that the exceptions, if any, contained in the title insurance policy referred to in (iv) above
(A) constitute Permitted Encumbrances and (B) do not substantially interfere with the use and
occupancy of the Substituted Property or Added Property described in such policy by the City for the
purposes of leasing or using the Substituted Property or Added Property.

(vi) An Opinion of Bond Counsel that the Substitution, Addition and/or Removal will
not, in and of itself, cause the interest on any Bonds to be includable in gross income of the Owners
thereof for federal income tax purposes.

(vii) A Certificate of the City stating that the City has complied with the requirements of
the Lease pertaining to fire and extended coverage insurance and use and occupancy insurance with
respect to the Substituted or Added Property.

(viii)  In the event the Added Property is under construction at the time such property is
added to the Lease, the following additional conditions will be satisfied: (A) interest on the
Additional Bonds issued to finance such property may be capitalized for a period of at least six
months past the estimated completion date of the property; and (B) the City will have entered into a
construction contract for the Added Property.

(ix) In the event of a Substitution or Addition, a certified copy of a resolution duly

adopted by the City Council of the City authorizing the amendments to the Lease and to the Site Lease
in connection with such Substitution or Addition.
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Term of the Lease
Commencement of the Lease; Term of Lease

The term of the Lease will commence on the Closing Date, and will end on the Expiry Date, unless the
Expiry Date is extended or is sooner terminated as provided under the Lease. If on the Expiry Date, the stated
rental payable under the Lease will not be fully paid and all Bonds will not be fully paid and defeased as
provided under the Indenture, or if the rental payable under the Lease will have been abated at any time or for
any reason, then the term of the Lease will be extended until the first Business Day following the day the rental
payable under the Lease will be fully paid and all Bonds will be fully paid and defeased as provided under the
Indenture; provided, however, that the term of the Lease will be extended until all Bonds have been fully paid
and defeased as provided under the Indenture, except the term of the Lease will in no event be extended
beyond 10 years after the then existing Expiry Date.

If prior to the Expiry Date, the rental payable under the Lease will be fully paid and all Bonds will
have been fully paid or defeased in accordance with the Indenture, the term of the Lease will end immediately
upon the City providing written notice from the Trustee to the Authority to the effect that all Bonds have been
fully paid or defeased in accordance with the Indenture.

The City will take possession of the Leased Property on the Closing Date, and the obligation of the
City to pay Base Rental Payments and Additional Rental will commence on the Closing Date, subject to the
limitations of the Lease.

Tax Covenants
Tax Covenants for 2015 Bonds

(a) The City covenants that it will use, and will restrict the use and investment of, the proceeds of
the 2015 Bonds in such manner and to such extent as may be necessary so that: (1) the 2015 Bonds will not
(A) constitute private activity bonds arbitrage bonds or hedge bonds under Section 141, 148 or 149 of the
Code, or (B) be treated other than as obligations to which Section 103 of the Code applies, and (ii) the interest
thereon will not be treated as a preference item for purposes of the federal alternative minimum tax.

(b) The City further covenants (i) that it will take or cause to be taken such actions that may be
required of it for the interest on the 2015 Bonds to be and remain excluded from gross income for federal
income tax purposes, (ii) that will not take or authorize to be taken any actions that would adversely affect that
exclusion, and (iii) that it, or persons acting for it, will, among other acts of compliance, (A) apply the
proceeds of the 2015 Bonds to governmental purposes, (B) restrict the yield on investment property, (C) make
timely and adequate payments to the federal government as required under the Tax Certificate, (D) maintain
books and records and make calculations and reports, and (E) refrain from certain uses of those proceeds and,
as applicable, of property financed with such proceeds, all in such manner and to the extent necessary to assure
such exclusion of that interest under the Code.

(c) The Authorized Representative of the City is hereby authorized: (i) to make or effect any
election, selection, designation, choice, consent, approval, or waiver on behalf of the City with respect to the
2015 Bonds as the City is permitted or required to make or give under the federal income tax laws, including,
without limitation thereto, any of the elections provided for in Section 148(f)(4)(B) and (C) of the Code or
available under Section 148 of the Code, for the purpose of assuring, enhancing or protecting favorable tax
treatment or status of the 2015 Bonds or interest thereon or assisting compliance with requirements for the
purpose, reducing the burden or expense of such compliance, reducing the rebate amount or payments of
penalties or making payments of special amounts in lieu of making computations determined by that officer,
which action shall be in writing and signed by the Authorized Representative, (ii) to take any and all other
actions, make or obtain calculations, make payments and make or give reports, covenants and certifications of
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and on behalf of the City, as may be appropriate to assure the exclusion of interest from gross income and the
intended tax status of the 2015 Bonds, and (iii) to set forth in the Tax Certificate and/or in one or more
appropriate certificates of the City, for inclusion in the transcript of proceedings for the 2015 Bonds, the
reasonable expectations of the City regarding the amount and use of all the proceeds of the 2015 Bonds, the
facts, circumstances and estimates on which they are based, and other facts and circumstances relevant to the
tax treatment of the interest represented by the 2015 Bonds.

(d) The City may create, or may direct the Trustee to create, such accounts or sub-accounts in any
fund or account held under the Indenture as it shall deem necessary or advisable in order to comply with the
foregoing covenants and the Tax Certificate.

Rental Payments
Rental Payments

The City agrees, subject to the terms of the Lease, to pay to the Trustee, as assignee of the Authority
pursuant to the Indenture, without deduction or offset of any kind, as rental for the use and occupancy of the
Leased Property, the following amounts at the following times:

Base Rental Payments. The City will pay, from any and all legally available funds, to the Trustee, as
assignee of the Authority, the Base Rental Payments with respect to the Leased Property at the times and in the
amounts set forth in the Base Rental Payment Schedule attached to the Lease as Exhibit B and incorporated
therein. The obligation of the City to pay Base Rental Payments (and Additional Rental) will commence on
the Closing Date. Notwithstanding the foregoing, the City will deposit with the Trustee not later than (i) the
Lease Payment Date six months preceding each Interest Payment Date and (ii) if principal is payable on other
than an Interest Payment Date, the third Business Day preceding each date on which principal is due, the Base
Rental Payment due on such date, as the case may be, and the same will be held by the Trustee as security for
the Base Rental Payments due on such dates.

If the term of the Lease will have been extended pursuant to the terms thereof, Base Rental Payment
installments will continue to be due on the third Business Day preceding any date payment of principal of or
interest on any Bonds is due, continuing to and including the date of termination of the Lease.

Additional Rental. The City will also pay, as rental under the Lease in addition to the Base Rental
Payments, to the Authority or the Trustee, as hereinafter provided, such amounts, if any, in each year as will be
required for the payment of all costs and expenses incurred by the Authority in connection with the execution,
performance or enforcement of the Site Lease or the Lease or the assignment of the Lease pursuant to the
Indenture or the respective interests in the Leased Property and the lease of the Leased Property by the
Authority to the City under the Lease, including but not limited to all fees, costs and expenses and all
administrative costs of the Authority relating to the Leased Property including, without limiting the generality
of the foregoing, salaries and wages of employees, overhead, insurance premiums, taxes and assessments (if
any), expenses, compensation and indemnification of the Trustee (to the extent not paid or otherwise provided
for out of the proceeds of the sale of the Bonds), fees of auditors, accountants, attorneys or engineers,
insurance premiums, rebate amounts payable to the United States pursuant to the Tax Certificate, and all other
reasonable and necessary administrative costs of the Authority or charges required to be paid by it to comply
with the terms of the Bonds or the Indenture, or otherwise incurred in connection with the administration of the
Lease or of the Indenture.

(a) The foregoing Additional Rental, if any, will be billed to the City by the Authority or the
Trustee from time to time, together with a statement certifying that the amount billed has been incurred or paid
by the Authority, the Trustee or the Trustee on behalf of the Authority, for one or more of the items above
described, or that such amount is then so payable for such items. Amounts so billed will be paid by the City
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not later than the latest time as such amounts may be paid without penalty or, if no penalty is associated with a
late payment of such amounts, within 30 days after receipt of a bill by the City for such amounts.

(b) The Authority may issue bonds and may enter into leases to finance facilities other than the
Leased Property. The administrative costs of the Authority will be allocated among said facilities and the
Leased Property, as hereinafter in this paragraph provided. Any taxes levied against the Authority with respect
to the Leased Property, the fees of the Trustee, and any other expenses directly attributable to the Leased
Property will be included in the Additional Rental payable under the Lease. Any taxes levied against the
Authority with respect to real property other than the Leased Property, the fees of any trustee or paying agent
under any resolution securing other bonds of the Authority or any trust agreement or indenture other than the
Indenture, and any other expenses directly attributable to any facilities other than the Leased Property, will not
be included in the administrative costs of the Leased Property and will not be paid from the Additional Rental
payable under the Lease. Any expenses of the Authority not directly attributable to any particular project of
the Authority will be equitably allocated among all such projects, including the Leased Property, in accordance
with sound accounting practice. In the event of any question or dispute as to such allocation, the written
opinion of an independent firm of certified public accountants, employed by the Authority to consider the
question and render an opinion thereon, shall be final and conclusive determination as to such allocation. The
Trustee may conclusively rely upon a certificate of the Authority in making any determination that costs are
payable as Additional Rental under the Lease, and will not be required to make any investigation as to whether
or not the items so requested to be paid are expenses of operation of the Leased Property.

Consideration for Leasehold Estate and Fair Rental Value. Payments of Base Rental Payments and
Additional Rental for each Lease Year or portion thereof during the term of the Lease will constitute the total
rental for such Lease Year or portion thereof and will be paid or payable by the City from funds of the City
lawfully available therefor for and in consideration of the right of the use and occupancy of, and the continued
quiet use and enjoyment of, the Leased Property by the City for and during such Lease Year.

The City has determined and certified to the Trustee and the Authority on the Closing Date that such
total rental in any Lease Year is not in excess of the total fair rental value of the Leased Property for such
Lease Year. In making such determination, the City has considered a variety of factors including: (i) the uses
and purposes served by the Leased Property and the benefits therefrom that will accrue to the City by reason of
the Lease and to the general public by reason of the City’s use and occupancy of the Leased Property,
including the general public’s use of portions of the Leased Property; (ii) the replacement costs of the existing
improvements on the Leased Property; (iii) third-party or City appraisals; and (iv) upon payment of all rental
due under the Lease and the termination of the Lease and the Site Lease, the transfer by the Authority to the
City, pursuant to of the Site Lease and without any additional payment or consideration by the City, of all of
the Authority’s right, title and interest with respect to the Leased Property.

The parties acknowledge under the Lease that the parties may amend the Lease from time to time to
increase the Base Rental Payments payable under the Lease so that Additional Bonds may be executed and
delivered pursuant to the provisions of the Lease and of the Indenture. Notwithstanding anything to the
contrary contained in the Lease, the Lease may not be amended in a manner such that the sum of Base Rental
Payments (including Base Rental Payments payable pursuant to such amendment) and Additional Rental with
respect to Outstanding Bonds and Additional Bonds, in any Lease Year is in excess of the annual fair rental
value of the Leased Property and other land and improvements leased to the City under the Lease for such
Lease Year, after giving effect to the application of proceeds of any Additional Bonds executed and delivered
in connection therewith.

Application of Rental Payments

All rental payments received will be applied: first to the Base Rental Payments due under the Lease
(including any prepayment premium components); and thereafter to all Additional Rental due under the Lease,
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but no such application of any payments which are less than the total rental due and owing will be deemed a
waiver of any default under the Lease.

Rental Abatement

(a) Except to the extent of (i) amounts held by the Trustee in the Interest Account or Principal
Account of the Revenue Fund, (ii) amounts received in respect of use and occupancy insurance, and (iii)
amounts, if any, otherwise legally available to the Trustee for payments in respect of the Bonds, during any
period in which, by reason of material damage, destruction, title defect or condemnation, there is substantial
interference with the use and occupancy by the City of any portion of the Leased Property, rental payments due
under the Lease with respect to the Leased Property shall be abated to the extent that the annual fair rental
value of the portion of the Leased Property in respect of which there is no substantial interference is less than
the annual Base Rental Payments and Additional Rental, in which case rental payments shall be abated only by
an amount equal to the difference. In the case of abatement relating to the Leased Property, the amount of
annual rental abatement will be such that the resulting Base Rental Payments in any Lease Year during which
such interference continues, excluding any amounts described in clauses (i), (ii), (iii) above, do not exceed the
annual fair rental value for each Lease Year of the portions of the Leased Property with respect to which there
has not been substantial interference, as evidenced by a certificate of an Authorized Representative of the City.
Such abatement will continue for the period commencing with the date of such damage, destruction, title
defect or condemnation and ending with the restoration of the Leased Property or portion thereof to tenantable
condition or correction of title defect or substantial completion of the work of repair or replacement of the
portions of the Leased Property so damaged, destroyed, defective or condemned.

In the event the City will assign, transfer or sublease any or all of the Leased Property or other rights
under the Lease, as permitted by the Lease, for purposes of determining the annual fair rental value available to
pay Base Rental Payments and Additional Rental, annual fair rental value of the Leased Property will first be
allocated to the Lease as described under “SECURITY AND SOURCES OF PAYMENT FOR THE 2015
BONDS — Repair and Maintenance; Taxes and Assessments; Insurance; Modification of the Leased Property”
in the front part of this Official Statement.

(b) Any abatement of rental payments pursuant to the Lease as described under this subheading
will not be considered an Event of Default as defined in the Lease, but will result in the extension of the Expiry
Date by a period equal to the period of abatement for which Base Rental Payment has not been paid in full (but
in no event later than 10 years after the then existing Expiry Date), and Base Rental Payment for such
extension period will be equal to the unpaid Base Rental Payments during the period of abatement but without
interest thereon. The City waives the benefits of California Civil Code Sections 1932(1), 1932(2) and 1933(4)
and any and all other rights to terminate the Lease by virtue of any such interference and the Lease shall
continue in full force and effect.

(©) In the event that rental is abated, in whole or in part, pursuant to the Lease as described under
this subheading due to damage, destruction, title defect or condemnation of any part of the Leased Property
and the City is unable to repair, replace or rebuild the Leased Property from the Net Proceeds, if any, the City
agrees to apply for and to use its best efforts to obtain any appropriate state and/or federal disaster relief in
order to obtain funds to repair, replace or rebuild the Leased Property.

(d) The City acknowledges and agrees under the Lease that during any period of abatement with
respect to all or any part of the Leased Property, the Trustee on behalf of the City will use the proceeds of use

and occupancy insurance to make payments of principal and interest on the Bonds.

(e) The City has the option, but not the obligation, to deliver Substituted Property for all or a
portion of the Leased Property pursuant to the Lease during any period of abatement.
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Prepayment of Base Rental Payments

The Authority grants an option to the City to prepay the principal component of the Base Rental
Payments in full, or in part, without premium.

Said option will be exercised by the City by giving written notice to the Authority and the Trustee of
the exercise of such option at least forty five (45) days prior to the due date of such Base Rental Payment.
Such option will be exercised in the event of prepayment in full, by depositing with said notice cash in an
amount, which, together with amounts then on deposit in the Insurance and Condemnation Fund and the
Revenue Fund, will be sufficient to pay the aggregate unpaid Base Rental Payments on said due date as set
forth in Exhibit B to the Lease, together with any Base Rental Payments then due but unpaid, or, in the event
of prepayment in part, by depositing with said notice cash equal to the amount desired to be prepaid (the
principal component of which shall be an amount divisible by $5,000) together with any Base Rental Payments
then due but unpaid. In the event of prepayment in part, the partial prepayment will be applied against Base
Rental Payments in such manner as the City will determine and if the City will fail to make such
determination, starting with the next succeeding payment dates. Base Rental Payments due after any such
partial prepayment shall be in the amounts set forth in a revised Base Rental Payment Schedule which shall be
provided by, or caused to be provided by, the City to the Trustee and which will represent an adjustment to the
schedule set forth in Exhibit B attached to the Lease taking into account said partial prepayment.

Obligation to Make Rental Payments

The agreements and covenants on the part of the City contained in the Lease will be deemed to be and
will be construed to be duties imposed by law and it will 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 agreements and covenants contained in the Lease
agreed to be carried out and performed by the City.

THE OBLIGATION OF THE CITY OF SAN DIEGO TO MAKE BASE RENTAL PAYMENTS
DOES NOT CONSTITUTE AN OBLIGATION OF THE CITY FOR WHICH 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. NEITHER THE BONDS NOR THE OBLIGATION TO MAKE
BASE RENTAL PAYMENTS CONSTITUTES AN INDEBTEDNESS OF THE CITY, THE COUNTY OF
SAN DIEGO, THE STATE OF CALIFORNIA OR ANY POLITICAL SUBDIVISION THEREOF WITHIN
THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR
RESTRICTION.

Additional Bonds

In addition to the Prior Bonds and the 2015 Bonds to be executed and delivered under the Indenture,
the Authority may, from time to time at the request of the City, but only upon satisfaction of the conditions to
the execution and delivery of Additional Bonds set forth in the Indenture, enter into a Supplemental Indenture
to authorize Additional Bonds the proceeds of which may be used as provided in the Indenture and as provided
in the Supplemental Indenture; provided that prior to or concurrently with the execution and delivery of the
Additional Bonds, the City and the Authority will have entered into an amendment to the Lease providing for
an increase in the Base Rental Payments to be made under the Lease to pay Debt Service on such Additional
Bonds, subject to the limitations set forth in the Lease pertaining to fair rental value.
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Maintenance; Taxes; Insurance and Other Charges
Insurance

(a) The City will adjust all moneys which may become due and payable under any policies
contemplated by the Lease as described under “SECURITY AND SOURCES OF PAYMENT FOR THE 2015
BONDS - Fire and Extended Coverage Insurance” and “— Use and Occupancy Insurance” in the front part of
this Official Statement, may compromise any and all claims thereunder and will cause the deposit of the Net
Proceeds with the Trustee for application as provided in the Lease or in the Indenture. The Trustee will not be
responsible for the sufficiency of any insurance required under the Lease. The Trustee will be fully protected
in accepting payment on account of such insurance or any adjustment, compromise or settlement of any loss
agreed to by the City.

(b) Any insurance policy issued pursuant to the Lease as described under “SECURITY AND
SOURCES OF PAYMENT FOR THE 2015 BONDS — Fire and Extended Coverage Insurance” in the front
part of this Official Statement will be so written or endorsed as to make losses, if any, payable to the City, the
Authority and the Trustee as their respective interests may appear and the Net Proceeds of such insurance will
be applied as provided in the Lease as described herein under “— Damage, Destruction, Title Defect and
Condemnation.” The Net Proceeds, if any, of such insurance policy shall, to the extent that such proceeds are
paid on account of loss or damage to the Leased Property, be payable to the Trustee and deposited in the
Insurance and Condemnation Fund and applied as described in the Indenture. The Net Proceeds, if any, of the
insurance policy described in “SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS — Use
and Occupancy Insurance” in the front part of this Official Statement will, to the extent that such proceeds
relate to the use and occupancy of the Leased Property, be payable to the Trustee and deposited in the Revenue
Fund. Each insurance policy provided for in the Lease shall contain a provision to the effect that the insurance
company will not cancel the policy or modify it materially and adversely to the interests of the Authority and
the Trustee without first giving written notice thereof to the Authority and the Trustee at least 60 days in
advance of such intended cancellation or modification. If the insurance carrier cannot include this notice
provision, the policy will require the insurance company to so notify the Authority and the Trustee.

() By the date each year that is 30 days after the effective date of the insurance policies, the
City’s Insurance Consultant will certify to the City that the type of insurance required by the Lease is in place,
subject to subsequent confirmation of the certificates and endorsements. The City will file a certificate with
the Trustee not later than nine months following the effective date of the insurance policies each year,
commencing in 2012, certifying that the insurance required by the Lease is in full force and effect and that the
Trustee and the Authority are named as loss payees on each insurance policy which the Lease requires to be so
endorsed.

(d) As an alternative to providing the insurance required under the Lease as described under
“SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS - Fire and Extended Coverage
Insurance” in the front part of this Official Statement, or any portion thereof, through a commercial insurance
policy, the City may provide a self-insurance method or plan of protection if and to the extent such self-
insurance method or plan of protection shall afford reasonable coverage for the risks required to be insured
against, in light of all circumstances, giving consideration to cost, availability and similar plans or methods of
protection adopted by public entities in the State other than the City. Before such self-insurance method or
plan may be provided by the City, and annually thereafter on or before April 1 of each year so long as such
method or plan is being provided to satisfy the requirements of the Lease, the City will file with the Trustee:

1) a Written Certificate of the City describing such self-insurance method or plan;
(i1) a Written Certificate of an Insurance Consultant stating that, in the opinion of the

signer, such self-insurance method or plan is in accordance with the requirements of this Section and,
when effective, will afford reasonable coverage for the risks required to be insured against under the
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Lease as described under “SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS -
Fire and Extended Coverage Insurance” in the front part of this Official Statement; and

(ii1) a Written Certificate of City stating that, during the time such method or plan is in
effect and all of the risks described in the provisions of the Lease relating to fire and extended
coverage insurance are not covered by policies of insurance, the policies of use and occupancy
insurance required by the Lease will remain in effect.

In the event of loss covered by any such self-insurance method or plan, the liability of the City with
respect to the damaged portion of the Leased Property will be limited to the amounts in the self-insurance
reserve fund or funds created under such method or plan.

Advances

In the event the City will fail to maintain the full insurance coverage required by the Lease or will fail
to keep the Leased Property in good repair and operating condition, the Authority may (but shall be under no
obligation to) purchase the required policies of insurance and pay the premiums on the same or may make such
repairs or replacements as are necessary and provide for payment thereof; and all amounts so advanced
therefor by the Authority will become Additional Rental, which amounts the City agrees to pay within 30 days
of a written request therefor, together with interest thereon at the maximum rate allowed by law.

Damage, Destruction, Title Defect and Condemnation
Damage, Destruction, Title Defect and Condemnation; Use of Net Proceeds

(a) If prior to the termination of the term of the Lease, (i) the Leased Property or any
improvements in or on the Leased Property are damaged (each of which is hereinafter called “Damaged
Improvements”) by a peril covered by a policy of insurance described the Lease as described under
“SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS — Fire and Extended Coverage
Insurance” in the front part of this Official Statement (an “Insured Peril”); or (ii) title to, or the temporary use
of, the Leased Property or any portion thereof or the estate of the City or the Authority in the Leased Property
or any portion thereof is defective or shall be taken under the exercise of the power of eminent domain by any
governmental body or by any person or firm or corporation acting under governmental authority, then the City
and the Authority will cause the Net Proceeds of any insurance claim (other than use and occupancy insurance
as described under “SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS - Use and
Occupancy Insurance” which shall be directly transferred to the Trustee for deposit in the Revenue Fund
pursuant to the Lease) or condemnation award to be transferred to the Trustee for deposit in the Insurance and
Condemnation Fund established pursuant to the Indenture and applied by the Trustee as follows:

(1) Net Proceeds Exceeding Costs. Within 120 days of the date of said Insured Peril, the
City will obtain a written estimate(s) of the (i) cost of the repair, replacement and reconstruction of the
Damaged Improvements (collectively referred to herein as the “Reconstruction”); and (ii) Net
Proceeds available to pay such costs. Copies of such estimate(s) will be made available to the Trustee
at the Trustee’s request. If the 120 day period is insufficient to obtain said estimates, the period shall
be reasonably extended by the Authorized Representative of the City. If the Net Proceeds (not
including proceeds of any policy of title insurance or condemnation award received by the Trustee in
respect of the Leased Property) exceed the estimated costs of Reconstruction, the Damaged
Improvements will be repaired, replaced and reconstructed to the same or better quality as existed
before the damage occurred. The City will commence and manage the Reconstruction and will
complete the Reconstruction as soon as reasonably possible after the occurrence of such damage. Any
balance of Net Proceeds remaining after the Reconstruction has been completed will be transferred by
the Trustee to the Redemption Fund established under the Indenture and applied, as directed by the
City, to redeem Outstanding Bonds in the manner provided by the Indenture as described under “THE

C-44



2015 BONDS — Redemption Provisions — Special Mandatory Redemption—Series 20154 Bonds” and
“—Series 20158 Bonds” in the front part of this Official Statement.

(i1) Costs Exceeding Net Proceeds. If the estimated costs of Reconstruction exceed the
Net Proceeds (not including proceeds of any policy of title insurance or condemnation award received
by the Trustee in respect of the Leased Property), the City, in its sole discretion, may elect to budget
and appropriate to the Reconstruction the amount of such excess, whether the same is greater or less
than the estimated excess, and to manage the Reconstruction as set forth in paragraph (a)(5) under this
subheading. The City will exercise this election by written notice thereof delivered to the Trustee
within 30 days after the City obtains said written estimate(s).

(ii1) Net Proceeds Sufficient to Redeem All Bonds. 1If the City does not exercise the
election to reconstruct pursuant to paragraph (a)(2) above and Net Proceeds are at least sufficient to
redeem all Outstanding Bonds pursuant to the Indenture as described under “THE 2015 BONDS —
Redemption Provisions — Special Mandatory Redemption—Series 20154 Bonds” and “—Series
2015B Bonds” in the front part of this Official Statement, such Net Proceeds will be transferred by the
Trustee to the Redemption Fund established under the Indenture and used to redeem all Outstanding
Bonds in the manner provided by the Indenture as described under “THE 2015 BONDS — Redemption
Provisions — Special Mandatory Redemption—Series 20154 Bonds” and “—Series 20158 Bonds” in
the front part of this Official Statement. If the Net Proceeds (not including proceeds of any policy of
title insurance or condemnation award received by the Trustee in respect of the Leased Property)
exceed the amount necessary to redeem all Outstanding Bonds, the City will be entitled to the amount
of proceeds remaining after redemption of all Outstanding Bonds (“Excess Proceeds”) and will have
the option (i) to distribute the Excess Proceeds to the Reconstruction and to manage the
Reconstruction pursuant to paragraph (a)(5) below; or (ii) if required by law or if the City so elects, to
demolish any remaining improvements on the Leased Property and remove all debris from the Leased
Property.

@iv) Net Proceeds Insufficient to Redeem All Bonds. If the City does not exercise the
election to reconstruct pursuant to paragraph (a)(2) above and Net Proceeds are insufficient to redeem
all Outstanding Bonds pursuant to the Indenture as described under “THE 2015 BONDS -
Redemption Provisions — Special Mandatory Redemption—Series 20154 Bonds” and “—Series
2015B Bonds” in the front part of this Official Statement, the City, in its sole discretion, may elect to
budget and appropriate funds to cause the redemption of the remaining Outstanding Bonds and the Net
Proceeds, together with such funds, will be transferred to the Trustee with directions to apply the
proceeds to the Redemption Fund established under the Indenture to redeem all Outstanding Bonds in
the manner by the Indenture described under “THE 2015 BONDS — Redemption Provisions — Special
Mandatory Redemption—Series 20154 Bonds” and “—Series 2015B Bonds” in the front part of this
Official Statement; provided, that if the City elects not to appropriate funds for the redemption of the
remaining Outstanding Bonds, the City will apply Net Proceeds (not including proceeds of any policy
of title insurance or condemnation award received by the Trustee in respect of the Leased Property) to
the Reconstruction. If the City, in its sole discretion, elects to budget or appropriate funds for the
redemption of the remaining Outstanding Bonds, the City will transfer such funds to the Trustee for
deposit in the Redemption Fund established pursuant to the Indenture.

v) Management of Reconstruction. 1f the Leased Property or any part thereof becomes
Damaged Improvements, the City will promptly cause, manage and supervise the Reconstruction.
Nothing described under this subheading will be construed to preclude the City from agreeing to issue
a joint contract for, or otherwise cooperating in, the Reconstruction of any of the Damaged
Improvements.

(b) The proceeds of any policy of title insurance or condemnation award received by the Trustee
in respect of the Leased Property will be applied in accordance with the Indenture as described under “THE
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INDENTURE - Revenues; Funds and Accounts; Payment of Principal and Interest — Insurance and
Condemnation Fund,; Title Insurance — Application of Insurance Proceeds” above.

Disclaimer of Warranties; Use of the Leased Property
Disclaimer of Warranties

THE AUTHORITY MAKES NO AGREEMENT, 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 LEASED PROPERTY, OR
WARRANTY WITH RESPECT THERETO. THE CITY ACKNOWLEDGES THAT THE AUTHORITY IS
NOT A MANUFACTURER OF ANY PORTION OF THE LEASED PROPERTY OR A DEALER
THEREIN, THAT THE CITY LEASES THE LEASED PROPERTY AS-IS, IT BEING AGREED THAT
ALL OF THE AFOREMENTIONED RISKS ARE TO BE BORNE BY THE CITY. In no event will the
Authority or its assigns be liable for any incidental, indirect, special or consequential damage in connection
with or arising out of the Lease or the existence, furnishing, functioning or the City’s use of the Leased
Property as provided by the Lease.

Use of the Leased Property

The City will not use, operate or maintain the Leased Property in violation of any applicable law or in
a manner contrary to that contemplated by the Lease. The City will provide all permits and licenses, if any,
necessary for the use of the Leased Property. In addition, the City agrees to comply in all respects (including,
without limitation, with respect to the use, maintenance and operation of each portion of the Leased Property)
with all laws of the jurisdictions in which its operations involving any portion of the Leased Property may
extend and any legislative, executive, administrative or judicial body exercising any power or jurisdiction over
the Leased Property; provided, 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, in the opinion of the City adversely affect the leasehold
estate of the Authority in and to the Leased Property or its interest or rights under the Lease.

Assignment
Assignment by Authority

The parties understand that certain of the rights of the Authority under the Lease will be assigned to
the Trustee pursuant to the Indenture and accordingly the City agrees to make all payments due under the
Lease to the Trustee, notwithstanding any claim, defense, setoff or counterclaim whatsoever (whether arising
from a breach of the Lease or otherwise) that the City may from time to time have against the Authority. The
City agrees to execute all documents, including notices of assignment and chattel mortgages or financing
statements, which may be reasonably requested by the Authority or the Trustee to protect their interests in the
Leased Property during the term of the Lease.

Assignment by City
The Lease and the interest of the City in the Leased Property may not be assigned or encumbered by
the City except as permitted by the Lease as described under “SECURITY AND SOURCES OF PAYMENT

FOR THE 2015 BONDS — Repair and Maintenance; Taxes and Assessments; Insurance; Modification of the
Leased Property” in the front part of this Official Statement.
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Default and Remedies
Default

The following events will be “Events of Default” under the Lease and the terms “Event of Default”
and “Default” will mean, whenever they are used in the Lease, any one or more of the following events:

(1) the City will fail to deposit with the Trustee any Base Rental Payment required to be so
deposited by the close of business on the day such deposit is required pursuant to the Lease, provided, that the
failure to deposit any Base Rental Payments abated pursuant to the Lease shall not constitute an Event of
Default; or

(i) subject to the provisions of the Lease described in paragraph (c) below, the City will fail to
pay any item of Additional Rental when the same will become due and payable pursuant to the Lease; or

(iii) the City will breach any other terms, covenants or conditions contained in the Lease or in the
Indenture, and will (i) fail to remedy any such breach with all reasonable dispatch within a period of 60 days
after written notice thereof from the Trustee to the City; or (ii) if the failure stated in the notice cannot be
corrected within such period, the City will fail to institute corrective action within such 60-day period and
diligently pursue the same to completion; or

(iv) the City’s interest in the Lease or any part thereof be assigned, sublet or transferred without
the written consent of the Trustee (except as otherwise permitted by the Lease), either voluntarily or by
operation of law; or

v) the City or any assignee will file any petition or institute any proceedings under any act or
acts, state or federal, dealing with or relating to the subject of bankruptcy or insolvency or under any
amendment of such act or acts, either as a bankrupt or as an insolvent or as a debtor or in any similar capacity,
wherein or whereby the City asks or seeks or prays to be adjudicated a bankrupt, or is to be discharged from
any or all of its debts or obligations, or offers to its creditors to effect a composition or extension of time to pay
its debts, or asks, seeks or prays for a reorganization or to effect a plan of reorganization or for a readjustment
of its debts or for any other similar relief, or if the City shall make a general or any assignment for the benefit
of its creditors; or

(vi) the City will abandon or vacate the Leased Property or any portion thereof (except as
permitted by the Lease).

Upon the happening of any Event of Default, the Trustee, as assignee of the rights of the Authority
pursuant to the Indenture, may exercise those remedies granted to it pursuant to law or under the Lease, subject
to the terms of the Lease. The Trustee, in addition to all other rights and remedies it may have at law, will
have the option to do any of the following:

(1) To terminate the Lease in the manner provided in the Lease on account of default by
the City, notwithstanding any retaking of possession or re-letting of the Leased Property as hereinafter
provided for in the paragraph below, and to retake possession of the Leased Property (other than the
Ground Lease Sites). In the event of such termination, the City agrees to surrender immediately
possession of the Leased Property (other than the Ground Lease Sites), without let or hindrance, and
to pay the Trustee all damages recoverable at law that the Trustee may incur by reason of default by
the City, including, without limitation, any costs, loss or damage whatsoever arising out of, in
connection with, or incident to any such retaking possession of the Leased Property. Neither notice to
pay rent nor to deliver up possession of the Leased Property given pursuant to law nor any proceeding
in unlawful detainer, or otherwise, brought by the Trustee for the purpose of obtaining possession of
the Leased Property nor the appointment of a receiver upon initiative of the Trustee to protect the
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Trustee’s interest under the Lease shall of itself operate to terminate the Lease, and no termination of
the Lease on account of default by the City shall be or become effective by operation of law or acts of
the parties to the Lease, unless and until the Trustee will have given written notice to the City of the
election on the part of the Trustee to terminate the Lease.

(i1) Without terminating the Lease, (i) to collect each installment of rent as it becomes
due and enforce any other term or provision of the Lease to be kept or performed by the City, and/or
(ii) to exercise any and all rights to re-enter upon the Leased Property (other than the Ground Lease
Sites). In the event the Trustee does not elect to terminate the Lease in the manner provided for under
the Lease, the City shall remain liable and agrees to keep or perform all covenants and conditions
contained in the Lease to be kept or performed by the City and to pay the rent to the end of the term of
the Lease or, in the event that the Leased Property (other than the Ground Lease Sites) is re-let, to pay
any deficiency in rent that results therefrom; and further agrees to pay said rent and/or rent deficiency
punctually at the same time and in the same manner as provided in the Lease as described above for
the payment of rent under the Lease (without acceleration), notwithstanding the fact that the Trustee
may have received in previous years or may receive thereafter in subsequent years rental in excess of
the rental specified in the Lease and notwithstanding any retaking of possession of the Leased
Property (other than the Ground Lease Sites) by the Trustee or suit in unlawful detainer, or otherwise,
brought by the Trustee for the purpose of obtaining possession of the Leased Property (other than the
Ground Lease Sites). Should the Trustee elect to retake possession of the Leased Property (other than
the Ground Lease Sites) as provided in the Lease, the City irrevocably appoints the Trustee as the
agent and attorney-in-fact of the City to re-let the Leased Property (other than the Ground Lease
Sites), or any items thereof, from time to time, either in the Trustee’s name or otherwise, upon such
terms and conditions and for such use and period as the Trustee may deem advisable and the City
indemnifies and agrees to save harmless the Trustee from any costs, loss or damage whatsoever
arising out of, in connection with, or incident to any retaking of possession of and re-letting of the
Leased Property (other than the Ground Lease Sites) by the Trustee or its duly authorized agents in
accordance with the provisions contained in the Lease. The City agrees that the terms of the Lease
constitute full and sufficient notice of the right of the Trustee to re-let the Leased Property (other than
the Ground Lease Sites) in the event of such reentry without effecting a surrender of the Lease, and
further agrees that no acts of the Trustee in effecting such re-letting shall constitute a surrender of
termination of the Lease irrespective of the use or the term for which such re-letting is made or the
terms and conditions of such re-letting, or otherwise, but that on the contrary, in the event of such
default by the City, the right to terminate the Lease shall vest in the Trustee to be effected in the sole
and exclusive manner provided for in subparagraph (1). The City further waives the right to rental
obtained by the Trustee in excess of the rental specified in the Lease and conveys and releases such
excess to the Trustee as compensation to the Trustee for its services in re-letting the Leased Property
(other than the Ground Lease Sites) or any items thereof.

(iii) To collect and receive ground rent and other income derived by the City from the
Existing Leases in an amount not to exceed the lesser of (i) Base Rental Payments due and owing and
attributable to each Ground Lease Site as set forth in the Lease, and (ii) ground rent and other income
from the Existing Leases actually received by the City.

The City waives any and all claims for damages caused or which may be caused by the Trustee in

taking possession of the Leased Property as provided in the Lease and all claims for damages that may result
from the destruction of or injury to the Leased Property and all claims for damages to or loss of any property
belonging to the City, or any other person, that may be on or about the Leased Property. Notwithstanding
anything to the contrary contained in the Lease, the Trustee shall not re-enter or re-let the Leased Property
upon an Event of Default unless the Trustee or its sublessee agrees to perform the City’s obligations under any
then existing sublease, license, management contract, or other agreement substantially relating to the Leased
Property, unless the other party to such sublease, license, management contract, or other agreement is in
default thereunder. The Authority expressly waives the right to receive any amount from the City pursuant to
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Section 1951.2(a)(3) of the California Civil Code. The City and Authority and its successors and assigns shall
honor the exclusive rights of the City under the Lease to use the Leased Property, subject to the exercise of any
and all rights to retake possession of the Leased Property upon the happening of any Event of Default pursuant
to the Lease.

The Authority acknowledges and agrees for itself and the Trustee that its rights with respect to the
Ground Lease Sites are expressly subject to the Existing Leases and the rights of the lessees and their
successors and assigns thereunder. The Trustee will not re-enter or re-let the Ground Lease Sites.
Notwithstanding anything to the contrary in the Lease or the Indenture, the Authority and the Trustee
must not disturb the peaceful possession of the lessees and their successors and assigns to which they are
entitled under the Existing Leases.

Each and all of the remedies given to the Trustee under the Lease or by any law now or hereafter
enacted are cumulative, and the single or partial exercise of any right, power, or privilege under the Lease shall
not impair the right of the Trustee to other or further exercise thereof or the exercise of any or all other rights,
powers, or privileges. If the City Charter, any statute or rule of law shall limit the remedies given to the
Trustee under the Lease, the Trustee nevertheless will be entitled to whatever remedies are allowable under the
City Charter, any statute or rule of law, except those specifically waived in the Lease. All rights, remedies and
powers provided by under the provisions of the Lease relating to default may be exercised only to the extent
that the exercise thereof does not violate any applicable provision of the City Charter or law, and all of the
provisions of the Lease relating to default are intended to be subject to all applicable mandatory provisions of
the City Charter and law which may be controlling and to be limited to the extent necessary so that they will
not render the Lease or the provisions of the Lease invalid or unenforceable under the provisions of the City
Charter and any applicable law.

Notwithstanding any other provision of the Lease or the Indenture, in no event will the Trustee have
the right to accelerate the payment of any Base Rental Payment under the Lease and, without limiting the
generality of the foregoing, the Trustee specifically waives its rights under Section 1951.2 of the California
Civil Code to accelerate payment of any Base Rental Payment in the event of default by the City. In the event
the Trustee shall prevail in any action brought to enforce any of the terms and provisions of the Lease, the City
agrees to pay a reasonable amount as and for attorney’s fees incurred by the Trustee in attempting to enforce
any of the remedies available to the Trustee under the Lease. All damages and other payments received by the
Trustee as described under this subheading shall be applied in the manner set forth in the Indenture as
described under “THE INDENTURE — Events of Default and Remedies — Application of Revenues and Other
Funds After Default” herein.

Waiver

Failure of the Trustee to take advantage of any default on the part of the City will not be, or be
construed as, a waiver thereof, nor will any custom or practice that may grow up between the parties in the
course of administering this instrument be construed to waive or to lessen the right of the Trustee to insist upon
performance by the City of any term, covenant, or condition of the Lease, or to exercise any rights given the
Trustee on account of such default. A waiver of a particular default will not be deemed to be a waiver of the
same or any subsequent default. The acceptance of rental payments under the Lease shall not be, or be
construed to be, a waiver of any term, covenant, or condition of the Lease.

Miscellaneous
Net Lease
The Lease is a triple net lease. It is the purpose and intent of the Authority and the City that lease

payments under the Lease will be absolutely net to the Authority so that the Lease will yield to the Authority
the lease payments, free of any charges, assessments or impositions of any kind charged, assessed or imposed
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on or against the Leased Property, and without counterclaim, deduction, defense, deferment or set-off by the
City except as specifically otherwise provided in the Lease. The Authority will not be expected or required to
pay any such charge, assessment or imposition, or be under any obligation or liability under the Lease except
as expressly set forth in the Lease, and all costs, expenses and obligations of any kind relating to the
maintenance and operation of the Leased Property which may arise or become due during the term of the
Lease shall be paid by the City.

Amendments to the Lease

The Lease may be amended in writing as may be mutually agreed by the Authority and the City,
subject to the written approval of the Trustee; provided, however, that no such amendment which materially
adversely affects the rights of the Owners will be effective unless it shall have been consented to by the
Owners of more than 50% in principal amount of the affected Bonds Outstanding; and provided further that no
such amendment shall (i) extend the payment date of any Base Rental Payment, or reduce the interest,
principal or prepayment premium component of any Base Rental Payment (except a reduction to reflect
prepayment or defeasance of any Bonds pursuant to the Indenture, so long as the remaining Base Rental
Payments are at least sufficient to pay Debt Service on Outstanding Bonds), without the prior written consent
of the Owner of each Series of Bonds so affected; or (ii) reduce the percentage of the value of the Bonds
Outstanding, the consent of the Owners of which is required for the execution of any amendment of the Lease.

The Lease and the rights and obligations of the Authority and the City under the Lease may also be
amended or supplemented at any time by an amendment of the Lease or supplement to the Lease which shall
become binding upon execution without the written consents of any Owners, but only to the extent permitted
by law and only for any one or more of the following purposes:

(a) to add to the agreements, conditions, covenants and terms required by the Authority or the
City to be observed or performed in the Lease and other agreements, conditions, covenants and terms
thereafter to be observed or performed by the Authority or the City, or to surrender any right or power reserved
in the Lease to or conferred in the Lease on the Authority or the City, and which in either case shall not, in the
judgment of the Trustee, materially adversely affect the interests of the Owners;

(b) to make such provisions for the purpose of curing any ambiguity or of correcting, curing or
supplementing any defective provision contained in the Lease or in regard to questions arising under the Lease
which the Authority or the City may deem desirable or necessary and not inconsistent herewith, and which
shall not, in the judgment of the Trustee, materially adversely affect the interests of the Owners;

(©) to effect a Substitution, Addition or Removal in accordance with the Lease; and

(d) to facilitate the issuance of Additional Bonds;

(e) after prepayment or defeasance of any Bond, to revise Base Rental Payment Schedule to be
sufficient to pay Debt Service on Bonds then Outstanding; and

® to make any other addition, amendment or deletion which does not, in the judgment of the
Trustee, materially adversely affect the interests of the Owners.

Discharge of City
Upon the payment to the Owners of all Outstanding Bonds in accordance with the provisions of the
Indenture described herein under the subheading “THE INDENTURE — Defeasance,” all of the obligations of

the City under the Lease shall thereupon cease, terminate and become void and shall be discharged and
satisfied.
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THE SITE LEASE

Certain provisions of the Site Lease are summarized below. This summary does not purport to be
complete or definitive and is qualified in its entirety by reference to the Site Lease.

Lease of the Leased Property

The City leases to the Authority and the Authority rents from the City, on the terms and conditions set
forth in the Site Lease, the Leased Property including, but not limited to, the right, upon the occurrence of an
Event of Default under the Lease, to receive rent and other income derived by the City from the Existing
Leases to the extent set forth in the Lease. The Authority acknowledges the existing encumbrances on the
Leased Property, including, but not limited to, with respect to the Ground Lease Sites, the Existing Leases and
restrictions relating to the grant of the Hilton Resort Site to the City by the State in trust for the uses and
purposes and upon the express conditions as provided in an act of legislature approved April 27, 1945 Statutes
of California Chapter 143 and the rights therein reserved to the people of the State.

Term

The term of the Site Lease will commence on the Closing Date and will end on the Expiry Date,
unless such term is extended or sooner terminated, all as provided in the Lease. If prior to the Expiry Date, all
rental payable under the Lease shall have been paid and all Bonds have been fully paid or defeased in
accordance with the Indenture, the term of the Site Lease will end immediately upon the City providing written
notice from the Trustee to the Authority to the effect that all Bonds have been fully paid or defeased in
accordance with the Indenture. The term of the Site Lease will not be extended beyond the Expiry Date,
except as otherwise provided in the Lease.

Rent

The Authority will pay to the City an advance rent of $1.00 as full consideration for the Site Lease
over its term. The Authority hereby waives any right that it may have under the laws of the State of California
to receive a rebate of such rent in full or in part in the event there is a substantial interference with the use and
right of possession by the Authority of the Leased Property or portion thereof as a result of material damage,
destruction or condemnation.

Purpose

The Authority will use the Leased Property solely for the purpose of subleasing the same to the City
pursuant to the Lease and the City leases the Leased Property to the Authority expressly on said condition;
provided, however, that in the event of default by the City under the Lease, the Authority may exercise the
remedies provided in the Lease; provided further, however, that any Leased Property that is dedicated parkland
shall be used exclusively for park and recreation purposes pursuant to City Charter Section 55.

Owner in Fee

The City covenants that it has the right to lease the Leased Property under the Site Lease free and clear
of all liens, claims or encumbrances, except Permitted Encumbrances.

Assignments and Subleases

The Authority will not assign its rights under the Site Lease or sublet the Leased Property, except as
provided in the Lease and the Indenture and as security for the Bonds.
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Right of Entry

The City reserves the right for any of its duly authorized representatives to enter upon the Leased
Property at any reasonable time: to inspect the same; to make any repairs, improvements or changes necessary
for the preservation thereof; to perform any of its other duties; or exercise any of its other rights, as
contemplated under the Lease.

Default

In the event the Authority will be in default in the performance of any obligation on its part to be
performed under the terms of the Site Lease, which default continues for thirty (30) days following notice and
demand by the City for correction thereof to the Authority, the City may exercise any and all remedies granted
by law, except that no merger of the Site Lease and the Lease shall be deemed to occur as a result thereof;
provided, however, prior to the Expiry Date, the City will have no power to terminate the Site Lease by reason
of any default on the part of the Authority, if such termination would affect or impair any assignment of the
Lease then in effect between the Authority and the Trustee.

Quiet Enjoyment

The Authority at all times during the term of the Site Lease will peaceably and quietly have, hold and
enjoy the Leased Property without suit, trouble or hindrance from the City.

Eminent Domain

In the event the whole or any portion of the Leased Property is taken by eminent domain proceedings,
any interests of the Authority shall be recognized in accordance with the provisions of the Lease described
under “THE LEASE — Damage, Destruction, Title Defect and Condemnation; Use of Net Proceeds”.
Observance and Performance under the Indenture

The City agrees and covenants that during the term of the Site Lease and so long as the Indenture
remains in effect, it will observe and perform the agreements, conditions, covenants and terms required to be
observed or performed by it contained in the Indenture.
Amendments

The Site Lease may be amended: (a) for the purpose of effecting an Addition, Substitution or
Removal, as provided in the Lease, and (b) for any other purpose subject to the same requirements provided in
the Lease for amendments to the Lease.

MTS SITE LEASE

Certain provisions of the MTS Site Lease are summarized below. This summary does not purport to
be complete or definitive and is qualified in its entirety by reference to the MTS Site Lease.

Lease of MTS Property
Lease of the MTS Property

MTS leases to the Authority and the Authority rents from MTS, on the terms and conditions set forth
in the MTS Site Lease, the MTS Property.
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Term

The term of the MTS Site Lease will commence on the Closing Date and will end on October 15,
2022 (the “Termination Date”), unless such term is extended or sooner terminated upon written agreement by
the MTS and the Authority. Notwithstanding provisions of the Lease relating to substitution, removal or
addition of Leased Property, on the Termination Date, the MTS Property will be released from the provisions
of the Lease and the MTS Site Lease and no longer part of the Leased Property.

Termination

The Authority agrees, upon the termination of the MTS Site Lease, to quit and surrender the MTS
Property in the same good order and condition as the same was in at the time of commencement of the term of
the MTS Site Lease, reasonable wear and tear excepted, and agrees that any additions, improvements or
alterations to the MTS Property at the time of the termination shall remain thereon and title will vest in MTS.

Rent

The Authority shall pay to MTS an advance rent of $1.00 as full consideration for the MTS Site Lease
over its term. The Authority waives any right that it may have under the laws of the State of California to
receive a rebate of such rent in full or in part in the event there is a substantial interference with the use and
right of possession by the Authority of the MTS Property or portion thereof as a result of material damage,
destruction or condemnation.

Purpose

The Authority shall use the MTS Property solely for the purpose of leasing the same to the City
pursuant to the Lease and MTS leases the MTS Property to the Authority expressly on said condition and
subject to the retained rights of MTS as described in the MTS Site Lease; provided, however, that in the event
of default by the City under the Lease, the Authority may exercise the remedies provided in the Lease.

Owner in Fee

MTS covenants that it has the right to lease the MTS Property free and clear of all liens, claims or
encumbrances, except Permitted Encumbrances.

Assignments and Subleases

The Authority shall not assign its rights hereunder or sublet the MTS Property, except as provided in
the Lease and the Indenture and as security for the Bonds.

Quiet Enjoyment

The Authority at all times during the term of the MTS Site Lease will peaceably and quietly have,
hold and enjoy the MTS Property without suit, trouble or hindrance from MTS.

City’s Access to the MTS Property

MTS agrees that the City will have the right during MTS’ normal working hours on MTS’ normal
working days to examine and inspect the MTS Property for the purpose of assuring that the MTS Property is
being properly maintained, preserved, and kept in good repair, working order and condition. MTS further
agrees that the City will have such rights of access to the MTS Property as may be reasonably necessary to
cause the proper maintenance of the MTS Property in the event of failure by MTS to perform its obligations
under the MTS Site Lease.
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Manufacturer’s Warranties

MTS expressly acknowledges that neither the City nor the Authority makes, or has made, any
representation or warranty whatsoever as to the existence or availability of warranties of the manufacturer or
supplier of any item to be incorporated in the MTS Property.

Tax Covenant

MTS covenants with the Authority that it will make no use of the proceeds of the Bonds, or the MTS
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 148 of the Internal Revenue Code of 1986, as amended, to be
“private activity bonds” within the meaning of Section 141 of such Code, or otherwise cause the Bonds to not
be excludable from gross income under Section 103 of the Code.

Eminent Domain

In the event the whole or any portion of the MTS Property is taken by eminent domain proceedings,
any interests of the Authority shall be recognized in accordance with the provisions of the Lease described
under “THE LEASE — Damage, Destruction, Title Defect and Condemnation; Use of Net Proceeds.”

Retained Rights and Obligations of MTS
MTS Right of Entry

MTS reserves the right to continue to perform, maintain and manage its operations, on, in and through
the MTS Property and for any of its duly authorized representatives, employees and agents to enter upon the
MTS Property at any reasonable time: to inspect the same; to operate, make any repairs, improvements or
changes necessary for the preservation thereof, including maintenance of the MTS Property as described
below; to perform any of its other duties; or exercise any of its other rights, as contemplated by the MTS Site
Lease.

Maintenance of Property by MTS

MTS agrees that at all times during the term of the MTS Site Lease, MTS will, at MTS’ own cost and
expense, maintain, preserve and keep the MTS Property in good repair, working order and condition, and that
MTS will from time to time make or cause to be made all necessary and proper repairs, replacements and
renewals thereto. MTS will at its own expense, 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 MTS
Property.

Additions and Improvements

MTS shall have the right during the term of the MTS Site Lease to make any additions or
improvements to the MTS Property, to attach fixtures, structures or signs, and to affix any personal property to
the improvements on the MTS Property, provided the use of the MTS Property for the purposes contemplated
in the MTS Site Lease is not impaired and provided the value of the MTS Property is not impaired. MTS will
have the right in its discretion and without the approval of the City or the Authority to acquire, construct,
install and provide for the financing of additional improvements and facilities with respect to the MTS
Property and provided the value of the MTS Property is not impaired. Title to all personal property which is
part of the MTS Property shall remain in the name of MTS. The title to any personal property, improvements
or fixtures placed on the MTS Property by MTS shall remain in the name of MTS.

C-54



Taxes, Other Governmental and Utility Charges

MTS will pay during the term of the MTS Site Lease, 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 MTS Property, as well as all utility and other charges incurred in the operation,
maintenance, use, occupancy and upkeep of the MTS Property; provided that, with respect to any
governmental charges that may lawfully be paid in installments over a period of years, MTS will be obligated
to pay only such installments as have accrued during the time the MTS Site Lease is in effect.

Insurance

MTS shall maintain, or cause to be maintained, the same policies of insurance with respect to the MTS
Property as the policies of insurance required to be maintained with respect to the Leased Property under the
Lease.

Release and Indemnification of the City, the Trustee and the Authority

To the extent permitted by law, MTS will defend, protect, hold harmless and indemnify the City, the
Authority, 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 MTS Site Lease, the ownership of the MTS 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, MTS will 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 bad faith or willful misconduct of such party.

Liens

During the term of the MTS Site Lease, MTS will 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 MTS
Property, other than the Permitted Encumbrances. MTS may construct alterations, refurbishment and
improvements to the Maintenance Yard Portion (as described in the MTS Site Lease) 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. MTS will 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 MTS Property and which may be secured by any mechanic’s, materialman’s or other lien against the
MTS Property, or the interests of the City and 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 final 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 MTS
shall forthwith 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 MTS Property will be materially
endangered or the MTS Property or any part thereof will be subject to loss or forfeiture, in which event MTS
will be required promptly to pay such taxes, assessments or charges or provide the City and the Authority with
full security against any loss which may result from nonpayment satisfactory to MTS, the City, the Authority
and the Trustee.
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Use of the MTS Property

MTS will not install, use, operate or maintain the MTS Property improperly, carelessly, in violation of
any applicable law or in a manner contrary to that contemplated by this MTS Site Lease. MTS shall provide
all permits and licenses, if any, necessary for the acquisition, construction, installation and operation of the
MTS Property. In addition, MTS agrees to comply in all respects (including, without limitation, with respect
to the use, maintenance and operation of the MTS Property) with all laws of the jurisdictions in which its
operations involving the MTS 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 MTS
Property; provided, however, that MTS 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 MTS Property or either of their interest or rights under the Lease.

Substitution of MTS Property

MTS may request the Authority substitute or remove property for all or part of the MTS Property
subject to this MTS Site Lease, but only upon compliance by MTS, at its sole expense, with all requirements
for the substitution of property by the City under the Lease. The City may consent to such substitution, such
consent not to be unreasonably withheld.

Assignments by MTS

Neither the MTS Site Lease nor any interest of MTS under the MTS Site Lease will, at any time after
the date hereof, be mortgaged, pledged, assigned or transferred by MTS by voluntary act or by operation of
law, or otherwise, except as specifically provided herein, in the Lease or pursuant to the Indenture. MTS will
at all times remain liable for the performance of the covenants and conditions on its part to be performed.

Default
Default by Authority

In the event the Authority shall be in default in the performance of any obligation on its part to be
performed under the terms of the MTS Site Lease, which default continues for thirty (30) days following
notice and demand by MTS for correction thereof to the Authority, MTS may exercise any and all remedies
granted by law, except that no merger of the MTS Site Lease and the Lease will be deemed to occur as a result
thereof; provided, however, prior to the Termination Date, MTS shall have no power to terminate this MTS
Site Lease by reason of any default on the part of the Authority, if such termination would affect or impair the
City’s rights under the Lease.

Default by MTS

In the event MTS will be in default in the performance of any obligation on its part to be performed
under the terms of the MTS Site Lease, which default continues for thirty (30) days following notice and
demand by the City, the Authority or its assignee for correction thereof to MTS, the Authority may exercise
any and all remedies granted by law, except that no merger of the MTS Site Lease and the Lease w be deemed
to occur as a result thereof; provided, however, that the City, the Authority or its assignee may, upon written
request of MTS 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 MTS and is being diligently pursued and
will, in the judgment of the City, the Authority or its assignee, be diligently pursued until the default is
corrected.
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Amendments

The MTS Site Lease will not be waived, altered, modified, supplemented or amended in any manner
whatsoever except by written instrument signed by MTS and the Authority or their successors in interest.

[Remainder of Page Intentionally Left Blank]
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APPENDIX D-1
FORM OF BOND COUNSEL OPINION FOR SERIES 2015A BONDS

~,2015

Public Facilities Financing Authority of the City of San Diego
San Diego, California 92101

City of San Diego
San Diego, California 92101

Re: b Public Facilities Financing Authority of the City of San Diego Lease
Revenue Bonds Series 20154 (Capital Improvement Projects)

Ladies and Gentlemen:

We have acted as Bond Counsel to the City of San Diego (the “City”) and the Public
Facilities Financing Authority of the City of San Diego (the “Authority”) in connection with the
issuance by the Authority of its S{AMOUNT] Lease Revenue Bonds, Series 2015A (Capital
Improvement Projects) (the “Series 2015A Bonds”).

The Authority is a California joint exercise of powers authority established pursuant to the
Third Amended and Restated Joint Exercise of Powers Agreement, dated as of January 1, 2013 (the
“JPA Agreement”), by and among the City, the City in its capacity as the designated successor
agency (the “Successor Agency”) to the former Redevelopment Agency of the City of San Diego (the
“Former RDA”) and the Housing Authority of the City of San Diego (the “Housing Authority”). The
JPA Agreement was entered into pursuant to Articles 1, 2, 3 and 4 of Chapter 5 of Division 7 of Title
1 of the California Government Code) (the “JPA Act™).

We have examined the Constitution and the laws of the State of California, a certified record
of the proceedings of the City and the Authority taken in connection with the issuance by the
Authority of the Series 2015A Bonds and have reviewed: (i) the Site Lease, dated as of July 1, 2012
as amended and supplemented by the First Amendment to Site Lease, dated as of July 1, 2013
(together, the “Master Site Lease”), as amended and supplemented by the Second Amendment to Site
Lease, dated as of April 1, 2015 (the “Second Amendment to Site Lease” and together with the
Master Site Lease, the “Site Lease”), each by and between the City and the Authority; (ii) the
Facilities Lease, dated as of July 1, 2012 as amended and supplemented by the First Amendment to
Facilities Lease, dated as of July 1, 2013 (together, the “Master Facilities Lease”), and as amended
and supplemented by the Second Amendment to Facilities Lease, dated as of April 1, 2015 (the
“Second Amendment to Facilities Lease” and together with the Master Facilities Lease, the “Lease”),
each by and between the Authority and the City; (iii) the MTS Site Lease, dated as of July 1, 2013
(the “MTS Site Lease”), by and between the San Diego Metropolitan Transit System and the
Authority; (iv) the Indenture, dated as of July 1, 2012 as supplemented by the First Supplemental
Indenture, dated as of July 1, 2013 (together, the “Master Indenture”), as supplemented by the
Second Supplemental Indenture, dated as of April 1, 2015 (the “Second Supplemental Indenture” and
together with the Master Indenture, collectively, the “Indenture”), by and between the Authority and
Wells Fargo Bank, National Association, as Trustee (the “Trustee”); (v) a Tax Certificate of the
Authority and the City with Exhibits, dated the date hereof (collectively the “Tax Certificate™); (v)
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opinions of the City Attorney, as counsel to the City and the Authority, and counsel to the Trustee;
(vi) certificates of the City, the Trustee, the Authority and others; (vi) the pleadings in the Series
2015A Bonds Litigation (defined below), and (vii) such other documents, opinions and matters to the
extent we deemed necessary to render the opinions set forth herein. Capitalized terms not otherwise
defined herein shall have the meanings ascribed thereto in the Indenture and the Lease.

The Series 2015A Bonds have been issued pursuant to the Marks-Roos Local Bond Pooling
Act of 1985, as amended (Article 4 of Chapter 5 of Division 7 of Title 1 of the California
Government Code) (the “ Marks-Roos Act”) and the Indenture. The Series 2015A Bonds are dated
as of their date of delivery and mature on the dates and in the amounts set forth in the Indenture.
Interest on the Series 2015A Bonds is payable on the dates and at the rates per annum set forth in the
Indenture. The Series 2015A Bonds are registered bonds in the form set forth in the Indenture and
are redeemable in the amounts, at the times and in the manner set forth in the Indenture.

L.

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings
and court decisions and cover certain matters not directly addressed by such authorities. Such
opinions may be affected by actions taken or omitted or events occurring after the date hereof. We
have not undertaken to determine, or to inform any person, whether any such actions are taken or
omitted or events do occur or any other matters come to our attention after the date hereof.
Accordingly, this letter speaks only as of its date and is not intended to, and may not, be relied upon
or otherwise used in connection with any such actions, events or matters. Our engagement with
respect to the Series 2015A Bonds has concluded with their issuance, and we disclaim any obligation
to update this letter.

We have assumed the genuineness of all documents and signatures presented to us, the
authenticity of documents submitted as originals and the conformity to originals of documents
submitted as copies. We have not undertaken to verify independently, and have assumed, the
accuracy of the factual matters represented, warranted or certified in the documents, and of the legal
conclusions contained in the opinions referred to in the preceding paragraphs of this opinion.
Furthermore, we have assumed compliance with all covenants and agreements contained in the
Indenture, the Lease, the Site Lease, the MTS Site Lease and the Tax Certificate, including (without
limitation) covenants and agreements compliance with which is necessary to assure that future
actions, omissions or events will not cause the interest on the Series 2015A Bonds to be included in
gross income for federal income tax purposes. We call attention to the fact that the rights and
obligations under the Series 2015A Bonds, the Indenture, the Site Lease, the Lease and the Tax
Certificate may be limited by bankruptcy, insolvency, reorganization, arrangement, fraudulent
conveyance, moratorium and other laws relating to or affecting creditors’ rights, by the application of
equitable principles and the exercise of judicial discretion in appropriate cases and by the limitations
on legal remedies against cities and public agencies in the State of California.

We express no opinion herein with respect to any indemnification, contribution, choice of
law, choice of forum, penalty or waiver provisions contained in the Series 2015A Bonds, the
Indenture, the Site Lease or the Lease; nor do we express any opinion with respect to the state or
quality of title to any of the real or personal property described in the Site Lease, the MTS Site Lease
and the Lease, or the accuracy or sufficiency of the description contained therein, or the remedies
available to enforce liens on, any such property contained therein.
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Our opinions expressed herein are limited to matters governed by the laws of the State of
California and federal income tax law. We assume no responsibility with respect to the applicability
or the effect of the laws of any other jurisdiction.

We express no opinion herein as to the accuracy, completeness or sufficiency of the Official
Statement relating to the Series 2015A Bonds or other offering material relating to the Series 2015A
Bonds and expressly disclaim any duty to advise the owners of the Series 2015A Bonds with respect
to matters contained in the Official Statement.

II.

A. On April 1, 2014, San Diegans for Open Government (referred to herein as
“plaintift”) filed a reverse validation lawsuit in the San Diego County Superior Court (the “Series
2015A Bonds Litigation”) against the Authority, the City, the Successor Agency and the Housing
Authority (collectively, the “San Diego Entities”) and all interested parties titled San Diegans for
Open Government v. City of San Diego et al., Case No. 37-2014-00009217-CU-MC-CTL. The
plaintiff sought a judgment declaring that the resolution of the Authority and the ordinance and initial
resolution of the City adopted with respect to the Series 2015A Bonds (together, the “Bond
Approvals”) fail to comply with all applicable laws rendering the Bond Approvals, null and void,
invalid and without legal effect, and injunctive relief prohibiting the defendants from taking any
action contemplated by the Bond Approvals. The San Diego Entities denied all the plaintiff’s
allegations and requested the court render a judgment finding that the Series 2015A Bonds, the Bond
Approvals and all other resolutions and actions taken by the San Diego Entities approving the Series
2015A Bonds are conclusively valid and binding pursuant to Code of Civil Procedure Section 870
and any other applicable law. The Superior Court ruled against the plaintiff with respect to all the
allegations raised by plaintiff in the Series 2015A Bonds Litigation and entered judgment in favor of
the San Diego Entities in the matter. On December 12, 2014, the plaintiff filed a notice of appeal
which appeals the ruling of the Superior Court to the California Court of Appeal where the matter is
now pending.

B. The gravamen of the complaint in the Series 2015A Bonds Litigation (as detailed in
the pleadings filed, the briefs submitted and the arguments made by the plaintiff) (collectively, the
“Complaint”) is that (i) the Bond Approvals are invalid because the Authority was not lawfully
formed, and they contemplate a structure contrary to the JPA Agreement and require the Authority to
act in excess of its lawful powers, (ii) the financing structure approved by the Bond Approvals was
not approved by the San Diego electorate in violation the debt limitations contained in Article XVI,
Section 18(a) of the California Constitution (the “Constitutional Debt Limit”) and San Diego City
Charter Sections 90a and 99 (the “Charter Provisions” and, together with the Constitutional Debt
Limit, the “Debt Limits”) and by the Revenue Bond Law of 1941, Chapter 6 of Division 2 of Title 5
of the California Government Code (the “Revenue Bond Law of 1941”), (iii) the financing structure
approved by the Bond Approvals constitutes an impermissible gift or loan of the City’s credit to the
Authority in violation of City Charter Section 93, and (iv) the Bond Approvals violated Section
22.0901 of the City’s Municipal Code due to the City’s failure to adopt a required resolution under
that section.

C. The particular issues upon which the Complaint bases its allegations that the Bond
Approvals are not valid are discussed below.
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(a) The Complaint alleges that the JPA Agreement is void because both the Successor
Agency and the Housing Authority lacked the legal authority to enter into the JPA
Agreement and because the JPA Agreement specifies the Former RDA as the entity
whose restrictions must be complied with in exercising common powers of the
members of the Authority. Each of these allegations is addressed separately below.

The Complaint alleges that given the dissolution of the Former RDA, the Successor
Agency lacked the power to enter into the JPA Agreement which results in a
limitation on the powers of the Authority to issue the Series 2015A Bonds. Pursuant
to California Health and Safety Code Section 34173 and Resolution Number R-
307238, adopted by the City Council on January 12, 2012, the City serves as the
Successor Agency to the Former RDA.

California Health and Safety Code Sections 34173(a) and 34178(b) provide that the
Successor Agency succeeds to the position of the Former RDA under the JPA
Agreement by operation of the act adding such section. Although California Health
and Safety Code Section 34178(a) generally provides that agreements between the
City and the Former RDA are invalid and not binding on the successor agency,
California Health and Safety Code Section 34178(b)(3) expressly provides that a joint
exercise of powers agreement in which a redevelopment agency is a member of the
joint powers authority “is not invalid and may bind the successor agency.”

Further, California Health and Safety Code Section 34178(a) provides that the City
and Successor Agency are authorized to “enter or reenter into agreements” subject to
approval of the Oversight Board. The JPA Agreement was approved by the
Oversight Board to the Successor Agency pursuant to Oversight Board Resolution
Number OB-2012-39, adopted December 11, 2012 (“Oversight Board Resolution™),
as required by California Health and Safety Code Sections 34178(a) and 34180(h).
The Oversight Board Resolution was submitted to the California Department of
Finance on December 11, 2012, in electronic form in the manner directed by the
Department, as required by California Health and Safety Code Sections 34179(h) and
34180(j). Because the California Department of Finance did not request review of
the Oversight Board Resolution within five business days of this submittal, the
Oversight Board Resolution became effective on December 19, 2012. (Cal. Health &
Saf. Code Section 34179(h).)

While California Health and Safety Code Section 34178(b) limits the Successor
Agency’s rights, duties and performance obligations under the JPA Agreement, such
constraints do not limit the Authority’s ability to issue the Series 2015A Bonds. The
Authority’s activities are governed by the JPA Act (Cal. Govt. Code Section 6500, et
seq.), and the JPA Agreement.

The Complaint also alleges that the Housing Authority did not have the legal
authority to enter into the JPA Agreement. Pursuant to California Government Code
Section 6502 (“Section 6502”), two or more public agencies by agreement may
jointly exercise any power common to the contracting parties. As the Housing
Authority constitutes a “public agency” for purposes of Section 6502, and the City,
the Successor Agency and the Housing Authority possess one or more of the
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necessary common powers, the Housing Authority possessed the power to enter into
the JPA Agreement.

Section 6502 defines “public agency” to include, among other entities, “any state
department or agency, ... [or] public corporation.” Housing authorities formed and
functioning pursuant to the Housing Authorities Law, (Cal. Health & Saf. Code
Section 34200, et seq.), are public bodies, corporate and politic (Cal. Health & Saf.
Code Section 34240) and, as they are created pursuant to State law to fulfill State
purposes, are agencies of the State of California (Housing Authority of Los Angeles
v. Los Angeles (1952) 38 Cal.2d 853). Thus, the Housing Authority was authorized
to enter into the JPA Agreement.

The City, Housing Authority and Successor Agency are each authorized to issue
bonds, acquire and dispose of property, construct public improvements and other
developments, and otherwise expend bond proceeds for their public purposes. Thus,
the City, Housing Authority and Successor Agency have common powers within the
meaning of the JPA Act. See, e.g. Zach v. Marin Emergency Radio Authority, 118
Cal.App.4™ 617 (2004) (various public agencies have the implied authority to
construct and operate emergency communications system).

The Complaint further alleges that the Authority lacks the legal authority to issue the
Series 2015A Bonds because Section 4 of the JPA Agreement provides that the
manner in which the Authority shall exercise its powers and perform its duties “shall
be subject to the restrictions upon the manner of exercising such power as are
imposed upon the [Former]| Agency in the exercise of similar powers, as provided in
Section 6509 of the [JPA] Act.”  Specifically, the Complaint alleges that since the
Former RDA has been dissolved and its powers have been withdrawn by the
Legislature, this reference to the Former RDA in Section 4 of the JPA Agreement
renders the Authority powerless to act.

First, this allegation is contrary to the express purpose of California Health and
Safety Code Section 34178(b)(3) discussed above which intends for joint exercise of
powers agreements to remain valid following assignment to a successor agency.
Second, Section 6509 is not applicable to the Authority’s actions taken with respect
to the Series 2015A Bonds. Section 6509 provides that the power of the Authority
“shall be subject to the restrictions upon the manner of exercising the power of one of
the contracting parties, which party shall be designated by the agreement.” However,
Section 6509 and the related language in the JPA Agreement only apply in instances
where the Authority is exercising common powers of the members. In issuing the
Series 2015A Bonds, the Authority is not exercising a common power of its members
but an independent power granted by the Marks-Roos Act.

In City of San Diego v. Rider (18 Cal. 4th 1035 (1998) (“Rider”), the California
Supreme Court held that Section 6509 “does not apply when a joint powers agency
exercises a power it holds independently of the contracting parties.” Id. at 1052 The
Authority is exercising its powers to issue the Series 2015A Bonds under the
provisions of Article 4 of the JPA Act. Article 4 of the JPA Act confers independent
power on the Authority to issue bonds and is not the exercise of a common power.
Cal. Govt. Code Section 6588; Id. at 1053. Thus, even if the reference in Section 4 of
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the JPA Agreement is deemed to have eliminated the power of the Authority to
exercise common powers of its members, it did not eliminate the power to exercise
the independent power to issue bonds under the Marks-Roos Act.

(b) The Complaint alleges the Series 2015A Bonds violate the provisions of Section 8
of the JPA Agreement, which prohibits any bonded indebtedness that relies in whole
or in part on any pledge of the City’s “faith and credit.” These allegations are
contrary to the express language in Section 8 of the JPA Agreement and the Series
2015A Bonds.

Government Code Section 6508.1 provides that if a joint exercise of powers
agreement creates a separate agency “...the debts, liabilities, and obligations of the
agency shall be debts, liabilities and obligations of the parties to the agreement,
unless the agreement specifies otherwise.” [Emphasis added.] Section 8 of the JPA
Agreement provides in relevant part that bonds issued by the Authority: “shall not be
deemed to constitute a debt of the City...or pledge of the faith and credit of the
City...nor shall the City be obligated to make any appropriation for such payment.”

The Series 2015A Bonds specifically provide that the Series 2015A Bonds are not
obligations of the City. The form of the Series 2015A Bonds appended to the Second
Supplemental Indenture provides in relevant part:

“The Series 2015A Bonds are special, limited obligations of
the Authority and do not constitute a debt, liability or obligation of
the City or of the State of California (the “State”) or any political
subdivision thereof and neither the faith and credit of the City nor the
State are pledged to the payment of the principal of or interest on the
Series 2015A Bonds. The Authority has no taxing power.”

In Rider, the Supreme Court held that a lease revenue bond of a joint powers agency
is not a debt or obligation of a member of the agency even if such bonds are payable
primarily from lease payments to be made under a lease between the agency and such
member. The Supreme Court recognized that in a lease revenue bond transaction the
obligations of the lessee (in this case the City) are restricted to its obligations under
the lease. 18 Cal 4th at 1044.

(c) The Complaint alleges that the Bond Approvals and the issuance of the Series
2015A Bonds are invalid because they fail to comply with various provisions of
Article 2 of the JPA Act. However, the Series 2015A Bonds are being issued
pursuant to the Marks-Roos Act which constitutes Article 4 of the JPA Act ((Cal.
Govt. Code Section 6584, ef seq.) Government Code Section 6587, a part of Article
4, provides that:

This article shall be deemed to provide a complete and
supplemental method for exercising the powers authorized by this
article, and shall be deemed as being supplemental to the powers
conferred by other applicable laws. The issuance of bonds,
financing or refinancing under this article need not comply with
the requirements of any other state laws applicable to the issuance
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(i)

of bonds, including, but not limited to, other articles of this
chapter.” [Emphasis added].

Government Code Section 6588 expressly provides that the powers granted joint
powers agencies such as the Authority under Article 4 are in addition to the other
powers specified in the joint powers agreement and Article 2 of the JPA Act. Section
6588(c) authorizes the Authority to issue bonds to pay the cost of any public capital
improvement.

(d) The Complaint alleges that even if the JPA Agreement is valid, the Authority
lacks the power to issue the Series 2015A Bonds, because following the dissolution
of the Former RDA, the Former RDA, the Successor Agency and the City lack a
common power. As discussed above, the Authority possesses independent powers
under Article 4 of the JPA Act such that the absence of a common power among its
members would not preclude the issuance of the Series 2015A Bonds. Government
Code Section 6588, which is a part of the Marks-Roos Act pursuant to which the
Series 2015A Bonds are being issued, provides that the powers granted pursuant to
that section are in addition to the common powers specified in a joint powers
agreement. The Supreme Court in the Rider case rejected the position that a joint
powers agency’s authority to issue bonds had to be a common power of the parties to
the joint powers agreement. 18 Cal. 4th at 1053. The Supreme Court held in relevant
part:

The power to issue bonds under articles 2 and 4 of the Actis a
power a joint powers agency holds independently. For example
article 2 states that the power to issue bonds “is additional to the
powers common to the parties to the joint powers agreement. (Gov.
Code 6547.)” Similarly, article 4 provides that the power to issue
bonds is “[i]n addition to other powers specified in the agreement.
(Gov. Code 6588, subd. (c)).” Moreover, even if we were to adopt
plaintiff’s argument that section 6509 is, by its own terms, somehow
applicable to the issuance of bonds under articles 2 and 4, then the
express exemption in article 4 would come into play. Id. at 1503-
1054

The Complaint alleges that the City’s use of the Authority to issue bonds, instead of
issuing bonds in its own name, is an artifice and subterfuge designed to circumvent
the voter-assent requirements of the Debt Limits and the Revenue Bond Law of 1941.

The Constitutional Debt Limit provides that a city may not incur any indebtedness or
liability in any manner or for any purpose exceeding in any year the income and
revenue received for such year. Charter Section 90 provides that the City may
contract bonded indebtedness the purposes set forth therein, pledging the credit of the
City or the property or revenue of any public utility owned by the City and that a vote
of two-thirds of the electors voting at an election is required for the issuance of such
bonds. Charter Section 99 provides in relevant part that the City shall not incur any
indebtedness or liability in any manner or for any purpose exceeding in any year the
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income and revenue provided for such year unless approved by a majority of the
voters.

With respect to the allegations in the Complaint relating to the Debt Limits, in Rider,
the Supreme Court rejected substantially identical allegations in the context of a
lease-back transaction involving a lease of facilities by the City and the issuance of
lease revenue bonds by a joint powers agency of which the City was a member. In
Rider, the Supreme Court reaffirmed the well-established principle that leases,
commonly referred to as Offner-Dean or abatement leases, in which a city’s
obligations to pay rent are conditioned upon the leased premises being available to
the city, do not violate the Constitutional Debt Limit or analogous debt limit
provisions, such as Charter Sections 90 and 93. 18 Cal. 4th at 1050. The Lease
contains abatement provisions substantially the same as the abatement provisions in
the lease before the Supreme Court in the Rider case. In summarizing its ruling, the
Court stated:

In this case, we consider the validity of a financing plan under
which a joint powers agency will issue bonds, use the bond proceeds
to construct a capital improvement, and lease that improvement to a
city. We conclude that the voter approval requirements that would
apply if the city issued the bonds do not, by their terms, apply to the
debts of a joint powers agency, and the city’s obligation to make rent
payments to the joint powers agency does not itself constitute a debt
requiring voter approval. We also conclude that the law governing
joint powers agencies gives these agencies independent authority to
issue bonds without complying with restrictions, such as voter
approval requirements, that apply to local governments. Finally, we
conclude that state law does not in this regard violate the “home rule”
provision of the California Constitution. Accordingly, we affirm the
judgment of the Court of Appeal. 1d. at 1039.

Plaintiff attempts to distinguish Rider because the proceeds of the Series 2015A
Bonds will be spent on improvements other than those comprising the leased
property. Plaintiff asserts that in Rider, the property leased was the property where
the proceeds were to be expended to expand the City’s convention center. In fact, the
property leased in Rider consisted of the existing convention center and the site of the
planned expansion. 18 Cal. 4th at 1040. Moreover, the use of the proceeds of the
financings is not relevant for purposes of determining compliance with the Debt
Limits. In City of San Diego et al. v. Richard Rider, (47 Cal. App. 4th 1473 (1996)),
a decision affirming a lower court decision upholding the validity of a lease-back
financing by the City for a football stadium, the Court of Appeal stated:

Rider asserts it is improper under Starr v. City and County of San
Francisco, supra, 72 Cal.App.3d 164, 140 Cal.Rptr. 73, to spend part
of the bond proceeds on off-site improvements to build a training
facility and offices for the San Diego Chargers. Rider attempts to take
Starr too far.
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In Starr, the court determined a municipal lease-back arrangement
was valid because each rental payment would be supported by
consideration furnished that year, i.e., occupancy and use of the
project. (Starr v. City and County of San Francisco, supra, 72
Cal.App.3d at p. 172, 140 Cal.Rptr. 73.) A separate HUD repayment
contract, however, was held not to satisfy the Offner—Dean rule
because it created a “future charge against general funds,” which was
not supported by consideration in the year the obligation was incurred
and which could not be included in the yearly budget. (Id. at p. 176,
140 Cal.Rptr. 73.) Contrary to Rider’s contention, nothing in the
opinion suggests a restriction on how or for what purpose a public
entity may use bond proceeds obtained in the financing arrangement.
Id. at 1492.

As to the financing structure approved by the Bond Approvals being an artifice or
subterfuge to avoid the Debt Limits, the Supreme Court in the Rider case made the
following statement:

We are not naive about the character of this transaction. If the
City had issued bonds to pay for the Convention Center expansion,
the two-thirds vote requirement would have applied. Here, the City
and the Port District have created a financing mechanism that matches
as closely as possible (in practical effect, if not in form) a City-
financed project, but avoids the two-thirds vote requirement.
Nevertheless, the law permits what the City and the Port District have
done. Plaintiffs are correct that this conclusion allows local
governments to burden taxpayers with potentially high costs that
voters have not approved, but local governments impose similar
burdens on taxpayers every time they enter into long-term leases
involving property of substantial value. We have long held that the
two-thirds vote requirement does not apply to these leases so long as
the obligation to pay rent is contingent on continued use of the leased

property.

18 Cal. 4th at 1055 (quoting Dean v. Kuchel, 35 Cal. 2d 444, 447-448 (1950); Los
Angeles v. Offner, 19 Cal. 2d, 483, 487 (1942); Doland v. Clark, 143 Cal. 176, 181 (1904)).

The Complaint alleges that the Authority is merely a component unit and subordinate
agency of the City as evidenced by the overlap in governing board members and
officers of the San Diego Entities, and is therefore subject to the voter approval
requirements applicable to the City under the Debt Limits. The Supreme Court
rejected a similar argument in the Rider case, stating:

The short answer to plaintiff’s argument is that the
Constitution and the City’s charter permit the City to avoid the two-
thirds vote requirement by creating a joint powers agency to finance
public works projects. Therefore, however we might characterize the
financing plan at issue here, we cannot characterize it as unlawful.
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(iii)

18 Cal. 4th at 1042.

By its terms, the Constitutional Debt Limit applies to counties, cities, towns,
townships, boards of education, and school districts and is not applicable to entities
such as the Authority which are not specified in the section. 18 Cal. 4th at 1043. As
the Series 2015A Bonds are being issued by the Authority not the City, Charter
Sections 90 and 99 are not applicable. The Complaint takes the position the Series
2015A Bonds should be treated as debt of the City asserting that the Series 2015A
Bonds are bonds of the City in substance if not in form. The Supreme Court
disagreed with a virtually identical claim concerning the City Charter in the Rider
case, where the Supreme Court stated:

The City's charter regulates the manner in which the City may
incur certain indebtedness. In this case, the City is incurring no
indebtedness; rather, the Financing Authority is incurring
indebtedness. As we already have noted, the Financing Authority is a
separate legal entity from the City ( Gov. Code, § 6503.5), and the
Financing Authority's debts are not the City's debts ( Gov. Code, §
6508.1, 6551). On the other hand, articles 2 and 4 of the Act authorize
joint powers agencies, including the Financing Authority, to issue
bonds. Articles 2 and 4 do not authorize cities to issue bonds.
Therefore, the two-thirds vote requirement in the City's charter does
not conflict with articles 2 and 4 of the [Joint Exercise of Powers] Act
because the former applies to the City, while the latter applies to the
Financing Authority.

18 Cal. 4th at 1055.

The Complaint alleges that because the voters of the City have not assented to the
issuance of the Series 2015A Bonds as required by Government Code Section 54380
contained in the Revenue Bond Law of 1941, the issuance cannot satisfy the
requirements of the Revenue Bond Law of 1941. In Government Code Section
54301.1, the Revenue Bond Law of 1941 provides an “alternate method of financing”
and Government Code Section 54302 provides that the powers conferred under the
Revenue Bond Law of 1941 “are in addition to, and the limitations imposed by this
chapter do not affect, the powers conferred by any other law.” Thus, by its terms, the
Revenue Bond Law of 1941 has no effect on the powers conferred upon the Authority
by the Marks-Roos Act. Likewise, Government Code Section 6587 provides that
bonds issued under the Marks-Roos Act, such as the Series 2015A Bonds, “need not
comply with the requirements of any other state laws applicable to the issuance of
bonds...”

The Complaint alleges that the leasing of City property to the Authority for a nominal
sum pursuant to the Site Lease constitutes an unconstitutional gift of public funds and
that the City is giving or loaning its credit to the Authority in violation of Section 93
of the City Charter. Article XVI Section 6 of the California Constitution prohibits
California public agencies from making of any gift of any public money or thing of
value to any individual, municipal or other corporation. Section 93 of the City’s
Charter provides that “[t]he credit of the City shall not be given or loaned to or in aid
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(iv)

of any individual, association or corporation; except that suitable provision may be
made for the aid and support of the poor.” The City’s lease to the Authority does not
violate either of these principles.

Acknowledging that gifts of public money violate the California Constitution, the
California Court of Appeal, Fourth District, Division One, has stated, in White v.
California, 88 Cal.App.4th 298, 311 (2001) (“White”), that “’money spent for public
purposes is not a gift ....”” (quoting County of Alameda v. Carleson, 5 Cal. 3d 730,
746 (1971)). “The determination of what constitutes a public purpose is primarily a
matter for legislative discretion [citations] which is not disturbed by the courts so
long as it has a reasonable basis [citations].” (Santa Barbara County Water Agency v.
All Persons & Parties, 47 Cal.2d 699, 707-708 (1957) (“SBCWA”), reversed on other
grounds by Ivanhoe v. McCracken, 357 U.S. 275 (1958); see also White, 88
Cal.App.4th at 311.) A contribution from one public agency to another must serve
the public purpose of the donor agency (as opposed to the donee agency), but is legal
if it does so, even if the contribution also serves the purposes of the donee agency.
(SBCWA, 47 Cal.2d at 707; see also Oakland v. Garrison, 194 Cal. 298 (1924).)
Further, pursuant to White, 88 Cal.App.4th at 312-313, “[a] showing of specific
public benefit to the transferor agency is only necessary where there is not a
substantial identity between the taxpayers who paid the taxes and those who will
benefit.”

The City’s lease to the Authority of its facilities pursuant to the Site Lease for a
nominal rental does not constitute a gift of public funds. The transaction must be
viewed as a whole to determine whether an impermissible gift of public funds will
occur. The lease to the Authority is made in consideration of a lease-back to the City
and the ultimate issuance of debt to support public purposes of the City. Further, the
taxpayers served by the City and the Authority are the same. Thus, the Site Lease
does not constitute an impermissible gift of public funds.

The public purposes of the City are promoted by the proposed transaction. See, e.g.,
Housing Authority of County of Los Angeles v. Dockweiler, 14 Cal. 2d 437, 457
(1939) (appropriation of money by a city or county for the purpose of eliminating
slums does not constitute a gift or loan of credit within the meaning of former Cal.
Const. Art. IV, § 31). The City is not, through this financing transaction, giving or
loaning its credit to the Authority.

The Complaint alleges that the Bond Approvals violated San Diego Municipal Code
Section 22.0901 because they do not contain a resolution of the City stating the
market value of the real estate as appraised by an independent fee appraiser or City
staff. The lease of property authorized by the Bond Approvals does not violate
Section 22.0901 for two reasons. First, Section 22.0901 is not applicable where a
lease of property is provided for by ordinance as is the case here with the Bond
Approvals. Section 22.0901 begins as follows: “Except as otherwise provided in the
Charter, or by ordinance, the Council shall have the power to lease the real property
of the City as follows...” Here, since the lease of the City property to the Authority
was approved by Ordinance No. O-20350, the requirement in Section 22.0901 does
not apply. Notwithstanding this fact, on March 24, 2015 the City adopted Resolution
No. R309564 which contains a statement of the market value of the real property
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leased by the City pursuant to the Site Lease as appraised by an independent
appraiser. Even if Section 22.0901 is read as requiring the adoption of a resolution as
a condition to the execution of the Second Amendment to Site Lease authorized by
the Bond Approvals, that resolution was adopted prior to the execution of the
amendment and the issuance of the Series 2015A Bonds.

D. We are of the opinion that the plaintiff’s allegations in the Complaint are without
merit in that we believe under the law as in effect on the date hereof, the California Supreme Court,
acting reasonably and properly briefed on the issues, would not conclude that the Bond Approvals
are invalid based on such allegations.

In connection with the Series 2015A Bonds Litigation we note that a court’s decisions regarding the
matters raised in the Series 2015A Bonds Litigation would be based on the court’s own analysis and
interpretation of the factual evidence before the court and of the applicable legal principles. The
opinion expressed herein with respect to the plaintiff’s claims in the Series 2015A Bonds Litigation
is not intended to be a guaranty as to what the California Supreme Court will actually hold if it
considers the matter, but an opinion as to the conclusion the Supreme Court would reach if the facts
were determined to be as recited in the administrative record for the Series 2015A Bonds presented
to the Superior Court, the issues as to the plaintiff’s claims in the Series 2015A Bonds Litigation
were properly raised, briefed and presented to the Supreme Court and the Supreme Court followed
what we believe to be the applicable legal principles in effect on the date hereof.

III.

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are
of the following opinions:

(1) The Series 2015A Bonds have been duly and validly authorized by the Authority and
are legal, valid and binding limited obligations of the Authority, enforceable in accordance with their
terms and the terms of the Indenture.

(2) The Second Supplemental Indenture has been duly executed and delivered by the
Authority. The Indenture creates a valid pledge of the Revenues and the amounts on deposit in
certain funds and accounts established under the Indenture to secure the Series 2015A Bonds, as and
to the extent provided in the Indenture. The Indenture constitutes the valid and binding agreement of
the Authority and is enforceable in accordance with its terms.

3) The Second Amendment to Facilities Lease has been duly authorized and executed by
the City and the Authority and the Lease constitutes the valid and binding agreement of the City and
the Authority and is enforceable in accordance with its terms.

4) Under existing statutes, regulations, rulings and judicial decisions, interest (and
original issue discount) on the Series 2015A 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 (and original issue discount) may be included as an adjustment in the
calculation of alternative minimum taxable income, which may affect the alternative minimum tax
liability of corporations.
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%) Interest (and original issue discount) on the Series 2015A Bonds is exempt from State
of California personal income tax.

(6) The difference between the issue price of a Series 2015A Bond (the first price at
which a substantial amount of the Series 2015A Bonds of a maturity are to be sold to the public) and
the stated redemption price at maturity with respect to such Series 2015A Bond constitutes original
issue discount. Original issue discount accrues under a constant yield method, and original issue
discount will accrue to a Series 2015A Bond owner before receipt of cash attributable to such
excludable income. The amount of original issue discount deemed received by a Series 2015A Bond
owner will increase the Series 2015A Bond owner’s basis in the applicable Series 2015A Bond.
Original issue discount that accrues to the Series 2015A Bond 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 calculating the federal alternative minimum tax imposed on individuals and corporations (as
described in paragraph 3 above), and is exempt from State of California personal income tax.

(7) The amount by which a Series 2015A Bond owner’s original basis for determining
loss on sale or exchange in the applicable Series 2015A 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 Internal Revenue Code of 1986, as amended (the
“Code”); such amortizable bond premium reduces the Series 2015A Bond owner’s basis in the
applicable Series 2015A Bond (and the amount of tax-exempt interest received), and is not
deductible for federal income tax purposes. The basis reduction as a result of the amortization of
Series 2015A Bond premium may result in a Series 2015A Bond owner realizing a taxable gain when
a Series 2015A Bond is sold by the owner for an amount equal to or less (under certain
circumstances) than the original cost of the Series 2015A Bond to the owner.

The opinions expressed in paragraphs (4) and (6) above as to the exclusion from gross
income for federal income tax purposes of interest and original issue discount on the Series 2015A
Bonds is subject to the condition that the Authority and the City comply with all requirements of the
Code that must be satisfied subsequent to the issuance of the Series 2015A Bonds to assure that such
interest (and original issue discount) will not become includable in gross income for federal income
tax purposes. Failure to comply with such requirements of the Code might cause interest (and
original issue discount) on the Series 2015A Bonds to be included in gross income for federal income
tax purposes retroactive to the date of issuance of the Series 2015A Bonds. The Authority and the
City each has covenanted to comply with all such requirements. Except as set forth in paragraphs (4)
through (7) above, we express no opinion as to any tax consequences related to the Series 2015A
Bonds.

Certain requirements and procedures contained or referred to in the Indenture, the Tax
Certificate and the Lease may be changed, and certain actions may be taken, under the circumstances
and subject to the terms and conditions set forth in such documents, with the approving opinion of
counsel nationally recognized in the area of tax-exempt obligations. We express no opinion as to the
effect on the exclusion from gross income for federal income tax purposes of interest (and original
issue discount) on the Series 2015A Bonds if any such change occurs or action is taken upon the
advice or approval of counsel other than Stradling Yocca Carlson & Rauth, a Professional
Corporation.

Respectfully submitted,
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APPENDIX D-2
FORM OF BOND COUNSEL OPINION FOR SERIES 2015B BONDS

~,2015

Public Facilities Financing Authority of the City of San Diego
San Diego, California 92101

City of San Diego
San Diego, California 92101

Re: b Public Facilities Financing Authority of the City of San Diego Lease
Revenue Bonds Series 2015B (Capital Improvement Projects)

Ladies and Gentlemen:

We have acted as Bond Counsel to the City of San Diego (the “City”) and the Public
Facilities Financing Authority of the City of San Diego (the “Authority”) in connection with the
issuance by the Authority of its ${AMOUNT] Lease Revenue Bonds, Series 2015B (Capital
Improvement Projects) (the “Series 2015B Bonds™).

The Authority is a California joint exercise of powers authority established pursuant to the
Third Amended and Restated Joint Exercise of Powers Agreement, dated as of January 1, 2013 (the
“JPA Agreement”), by and among the City, the City in its capacity as the designated successor
agency (the “Successor Agency”) to the former Redevelopment Agency of the City of San Diego (the
“Former RDA”) and the Housing Authority of the City of San Diego (the “Housing Authority”). The
JPA Agreement was entered into pursuant to Articles 1, 2, 3 and 4 of Chapter 5 of Division 7 of Title
1 of the California Government Code) (the “JPA Act™).

We have examined the Constitution and the laws of the State of California, a certified record
of the proceedings of the City and the Authority taken in connection with the issuance by the
Authority of the Series 2015B Bonds and have reviewed: (i) the Site Lease, dated as of July 1, 2012
as amended and supplemented by the First Amendment to Site Lease, dated as of July 1, 2013
(together, the “Master Site Lease”), as amended and supplemented by the Second Amendment to Site
Lease, dated as of April 1, 2015 (the “Second Amendment to Site Lease”) and the Third Supplement
to Site Lease, dated as of April 1, 2015 (the “Third Amendment to Site Lease” and together with the
Master Site Lease and the Second Amendment to Site Lease, the “Site Lease”), each by and between
the City and the Authority; (ii) the Facilities Lease, dated as of July 1, 2012 as amended and
supplemented by the First Amendment to Facilities Lease, dated as of July 1, 2013 (together, the
“Master Facilities Lease”), and as amended and supplemented by the Second Amendment to
Facilities Lease, dated as of April 1, 2015 (the “Second Amendment to Facilities Lease”) and the
Third Amendment to Facilities Lease, dated as of April 1, 2015 (the “Third Amendment to Facilities
Lease” and together with the Master Facilities Lease and the Second Amendment to Facilities Lease,
the “Lease”), each by and between the Authority and the City; (ii1) the MTS Site Lease, dated as of
July 1, 2013 (the “MTS Site Lease”), by and between the San Diego Metropolitan Transit System
and the Authority; (iv) the Indenture, dated as of July 1, 2012 as supplemented by the First
Supplemental Indenture, dated as of July 1, 2013 (together, the “Master Indenture”), as supplemented
by the Second Supplemental Indenture, dated as of April 1, 2015 (the “Second Supplemental
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Indenture”) and the Third Supplemental Indenture, dated as of April 1, 2015 (the “Third
Supplemental Indenture” and together with the Master Indenture and the Second Supplemental
Indenture, collectively, the “Indenture”), by and between the Authority and Wells Fargo Bank,
National Association, as Trustee (the “Trustee”); (v) a Tax Certificate of the Authority and the City
with Exhibits, dated the date hereof (collectively the “Tax Certificate™); (v) opinions of the City
Attorney, as counsel to the City and the Authority, and counsel to the Trustee; (vi) certificates of the
City, the Trustee, the Authority and others; (vi) the pleadings in the Series 2015B Bonds Litigation
(defined below), and (vii) such other documents, opinions and matters to the extent we deemed
necessary to render the opinions set forth herein. Capitalized terms not otherwise defined herein
shall have the meanings ascribed thereto in the Indenture and the Lease.

The Series 2015B Bonds have been issued pursuant to the Marks Roos Local Bond Pooling
Act of 1985, as amended (Article 4 of Chapter 5 of Division 7 of Title 1 of the California
Government Code) (the “ Marks-Roos Act”) and the Indenture. The Series 2015B Bonds are dated
as of their date of delivery and mature on the dates and in the amounts set forth in the Indenture.
Interest on the Series 2015B Bonds is payable on the dates and at the rates per annum set forth in the
Indenture. The Series 2015B Bonds are registered bonds in the form set forth in the Indenture and
are redeemable in the amounts, at the times and in the manner set forth in the Indenture.

On the date hereof, the Authority has also issued its f{AMOUNT] Lease Revenue Bonds,
Series 2015A (Capital Improvement Projects) under the Master Indenture as supplemented by the
Second Supplemental Indenture (the “Series 2015A Bonds™).

I.

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings
and court decisions and cover certain matters not directly addressed by such authorities. Such
opinions may be affected by actions taken or omitted or events occurring after the date hereof. We
have not undertaken to determine, or to inform any person, whether any such actions are taken or
omitted or events do occur or any other matters come to our attention after the date hereof.
Accordingly, this letter speaks only as of its date and is not intended to, and may not, be relied upon
or otherwise used in connection with any such actions, events or matters. Our engagement with
respect to the Series 2015B Bonds has concluded with their issuance, and we disclaim any obligation
to update this letter.

We have assumed the genuineness of all documents and signatures presented to us, the
authenticity of documents submitted as originals and the conformity to originals of documents
submitted as copies. We have not undertaken to verify independently, and have assumed, the
accuracy of the factual matters represented, warranted or certified in the documents, and of the legal
conclusions contained in the opinions referred to in the preceding paragraphs of this opinion.
Furthermore, we have assumed compliance with all covenants and agreements contained in the
Indenture, the Lease, the Site Lease, the MTS Site Lease and the Tax Certificate, including (without
limitation) covenants and agreements compliance with which is necessary to assure that future
actions, omissions or events will not cause the interest on the Series 2015B Bonds to be included in
gross income for federal income tax purposes. We call attention to the fact that the rights and
obligations under the Series 2015B Bonds, the Indenture, the Site Lease, the Lease and the Tax
Certificate may be limited by bankruptcy, insolvency, reorganization, arrangement, fraudulent
conveyance, moratorium and other laws relating to or affecting creditors’ rights, by the application of
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equitable principles and the exercise of judicial discretion in appropriate cases and by the limitations
on legal remedies against cities and public agencies in the State of California.

We express no opinion herein with respect to any indemnification, contribution, choice of
law, choice of forum, penalty or waiver provisions contained in the Series 2015B Bonds, the
Indenture, the Site Lease or the Lease; nor do we express any opinion with respect to the state or
quality of title to any of the real or personal property described in the Site Lease, the MTS Site Lease
or the Lease, or the accuracy or sufficiency of the description contained therein, or the remedies
available to enforce liens on, any such property contained therein.

Our opinions expressed herein are limited to matters governed by the laws of the State of
California and federal income tax law. We assume no responsibility with respect to the applicability
or the effect of the laws of any other jurisdiction.

We express no opinion herein as to the accuracy, completeness or sufficiency of the Official
Statement relating to the Series 2015B Bonds or other offering material relating to the Series 2015B
Bonds and expressly disclaim any duty to advise the owners of the Series 2015B Bonds with respect
to matters contained in the Official Statement.

II.

A. On April 1, 2014, San Diegans for Open Government (referred to herein as
“plaintift”) filed a reverse validation lawsuit in the San Diego County Superior Court (the “Series
2015A Bonds Litigation”) against the Authority, the City, the Successor Agency and the Housing
Authority (collectively, the “San Diego Entities”) and all interested parties titled San Diegans for
Open Government v. City of San Diego et al., Case No. 37-2014-00009217-CU-MC-CTL. The
plaintiff sought a judgment declaring that the resolution of the Authority and the ordinance and initial
resolution of the City adopted with respect to the Series 2015A Bonds (together, the “Initial Bond
Approvals”) fail to comply with all applicable laws rendering the Initial Bond Approvals, null and
void, invalid and without legal effect, and injunctive relief prohibiting the defendants from taking
any action contemplated by the Initial Bond Approvals. The San Diego Entities denied all the
plaintiff’s allegations and requested the court render a judgment finding that the Series 2015A Bonds,
the Initial Bond Approvals and all other resolutions and actions taken by the San Diego Entities
approving the Series 2015A Bonds are conclusively valid and binding pursuant to Code of Civil
Procedure Section 870 and any other applicable law. The Superior Court ruled against the plaintiff
with respect to all the allegations raised by plaintiff in the Series 2015A Bonds Litigation and entered
judgment in favor of the San Diego Entities in the matter. On December 12, 2014, the plaintiff filed a
notice of appeal which appeals the ruling of the Superior Court to the California Court of Appeal
where the matter is now pending.

On June 6, 2014, plaintiff filed a second reverse validation lawsuit in the San Diego County
Superior Court (the “Series 2015B Bonds Litigation”) against the San Diego Entities titled San
Diegans for Open Government v. Public Facilities Financing Authority of the City of San Diego et
al., Case No. 37-2014-00018335-CU-MC-CTL. The plaintiff sought a judgment declaring that the
resolution of the Authority adopted with respect to the Series 2015B Bonds (the “Series 2015B Bond
Approval”) fails to comply with all applicable laws rendering the Series 2015B Bond Approval null
and void, invalid and without legal effect, and injunctive relief prohibiting the defendants from
taking any action contemplated by the Series 2015B Bond Approval. The San Diego Entities denied
all the plaintiff’s allegations and requested the court render a judgment finding that the Series 2015B
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Bonds, the Series 2015B Bond Approval and all other resolutions and actions taken by the San Diego
Entities approving the Series 2015B Bonds are conclusively valid and binding pursuant to Code of
Civil Procedure Section 870 and any other applicable law.

The San Diego Entities filed a motion for summary judgment in the Series 2015B Bonds
Litigation requesting that the Superior Court enter a judgment in favor of the San Diego Entities and
deny plaintiff any of its requested relief. On January 12, 2015 the Superior Court entered an order of
dismissal with prejudice in the case on the grounds that plaintiff failed to timely serve the Attorney
General of the State of California and the Treasurer of the State of California with a copy of the
complaint in the Series 2015B Bonds Litigation as required by Government Code Section 6599.
Plaintiff then filed a motion pursuant to Code of Civil Procedure Section 473 requesting relief from
the order of dismissal with prejudice for its failure to properly serve the complaint in a timely
manner. On January 27, 2015, that motion was denied by the Superior Court. On March 3, 2015, the
plaintiff filed a notice of appeal from the January 27, 2015 ruling which appeals the Superior Court’s
order denying relief from the order of dismissal with prejudice to the California Court of Appeal
where the matter is now pending.

B. The gravamen of the complaint in the Series 2015A Bonds Litigation and the
complaint in the Series 2015B Bonds Litigation (as detailed in the pleadings filed, the briefs
submitted and the arguments made by the plaintiff) (collectively, the “Complaint”) is that (i) the
Initial Bond Approvals and the Series 2015B Bond Approval (together, the “Bond Approvals”) are
invalid because the Authority was not lawfully formed, and they contemplate a structure contrary to
the JPA Agreement and require the Authority to act in excess of its lawful powers, (ii) the financing
structure approved by the Bond Approvals was not approved by the San Diego electorate in violation
the debt limitations contained in Article XVI, Section 18(a) of the California Constitution (the
“Constitutional Debt Limit”) and San Diego City Charter Sections 90a and 99 (the “Charter
Provisions” and, together with the Constitutional Debt Limit, the “Debt Limits”) and by the Revenue
Bond Law of 1941, Chapter 6 of Division 2 of Title 5 of the California Government Code (the
“Revenue Bond Law of 1941”), (iii) the financing structure approved by the Bond Approvals
constitutes an impermissible gift or loan of the City’s credit to the Authority in violation of City
Charter Section 93, and (iv) the Bond Approvals violated Section 22.0901 of the City’s Municipal
Code due to the City’s failure to adopt a required resolution under that section.

C. The particular issues upon which the Complaint bases its allegations that the Bond
Approvals are not valid are discussed below.

(1) (a) The Complaint alleges that the JPA Agreement is void because both the Successor
Agency and the Housing Authority lacked the legal authority to enter into the JPA
Agreement and because the JPA Agreement specifies the Former RDA as the entity
whose restrictions must be complied with in exercising common powers of the
members of the Authority. Each of these allegations is addressed separately below.

The Complaint alleges that given the dissolution of the Former RDA, the Successor
Agency lacked the power to enter into the JPA Agreement which results in a
limitation on the powers of the Authority to issue the Series 2015B Bonds. Pursuant
to California Health and Safety Code Section 34173 and Resolution Number R-
307238, adopted by the City Council on January 12, 2012, the City serves as the
Successor Agency to the Former RDA.
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California Health and Safety Code Sections 34173(a) and 34178(b) provide that the
Successor Agency succeeds to the position of the Former RDA under the JPA
Agreement by operation of the act adding such section. Although California Health
and Safety Code Section 34178(a) generally provides that agreements between the
City and the Former RDA are invalid and not binding on the successor agency,
California Health and Safety Code Section 34178(b)(3) expressly provides that a joint
exercise of powers agreement in which a redevelopment agency is a member of the
joint powers authority “is not invalid and may bind the successor agency.”

Further, California Health and Safety Code Section 34178(a) provides that the City
and Successor Agency are authorized to “enter or reenter into agreements” subject to
approval of the Oversight Board. The JPA Agreement was approved by the
Oversight Board to the Successor Agency pursuant to Oversight Board Resolution
Number OB-2012-39, adopted December 11, 2012 (“Oversight Board Resolution™),
as required by California Health and Safety Code Sections 34178(a) and 34180(h).
The Oversight Board Resolution was submitted to the California Department of
Finance on December 11, 2012, in electronic form in the manner directed by the
Department, as required by California Health and Safety Code Sections 34179(h) and
34180(j). Because the California Department of Finance did not request review of
the Oversight Board Resolution within five business days of this submittal, the
Oversight Board Resolution became effective on December 19, 2012. (Cal. Health &
Saf. Code Section 34179(h).)

While California Health and Safety Code Section 34178(b) limits the Successor
Agency’s rights, duties and performance obligations under the JPA Agreement, such
constraints do not limit the Authority’s ability to issue the Series 2015B Bonds. The
Authority’s activities are governed by the JPA Act (Cal. Govt. Code Section 6500, et
seq.), and the JPA Agreement.

The Complaint also alleges that the Housing Authority did not have the legal
authority to enter into the JPA Agreement. Pursuant to California Government Code
Section 6502 (“Section 6502”), two or more public agencies by agreement may
jointly exercise any power common to the contracting parties. As the Housing
Authority constitutes a “public agency” for purposes of Section 6502, and the City,
the Successor Agency and the Housing Authority possess one or more of the
necessary common powers, the Housing Authority possessed the power to enter into
the JPA Agreement.

Section 6502 defines “public agency” to include, among other entities, “any state
department or agency, ... [or] public corporation.” Housing authorities formed and
functioning pursuant to the Housing Authorities Law, (Cal. Health & Saf. Code
Section 34200, ef seq.), are public bodies, corporate and politic (Cal. Health & Saf.
Code Section 34240) and, as they are created pursuant to State law to fulfill State
purposes, are agencies of the State of California (Housing Authority of Los Angeles
v. Los Angeles (1952) 38 Cal.2d 853). Thus, the Housing Authority was authorized
to enter into the JPA Agreement.

The City, Housing Authority and Successor Agency are each authorized to issue
bonds, acquire and dispose of property, construct public improvements and other
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developments, and otherwise expend bond proceeds for their public purposes. Thus,
the City, Housing Authority and Successor Agency have common powers within the
meaning of the JPA Act. See, e.g. Zach v. Marin Emergency Radio Authority, 118
Cal.App.4™ 617 (2004) (various public agencies have the implied authority to
construct and operate emergency communications system).

The Complaint further alleges that the Authority lacks the legal authority to issue the
Series 2015B Bonds because Section 4 of the JPA Agreement provides that the
manner in which the Authority shall exercise its powers and perform its duties " shall
be subject to the restrictions upon the manner of exercising such power as are
imposed upon the [Former]| Agency in the exercise of similar powers, as provided in
Section 6509 of the [JPA] Act.”  Specifically, the Complaint alleges that since the
Former RDA has been dissolved and its powers have been withdrawn by the
Legislature, this reference to the Former RDA in Section 4 of the JPA Agreement
renders the Authority powerless to act.

First, this allegation is contrary to the express purpose of California Health and
Safety Code Section 34178(b)(3) discussed above which intends for joint exercise of
powers agreements to remain valid following assignment to a successor agency.
Second, Section 6509 is not applicable to the Authority’s actions taken with respect
to the Series 2015B Bonds. Section 6509 provides that the power of the Authority
“shall be subject to the restrictions upon the manner of exercising the power of one of
the contracting parties, which party shall be designated by the agreement.” However,
Section 6509 and the related language in the JPA Agreement only apply in instances
where the Authority is exercising common powers of the members. In issuing the
Series 2015B Bonds the Authority is not exercising a common power of its members
but an independent power granted by the Marks-Roos Act.

In City of San Diego v. Rider (18 Cal. 4th 1035 (1998) (“Rider”), the California
Supreme Court held that Section 6509 “does not apply when a joint powers agency
exercises a power it holds independently of the contracting parties.” Id. at 1052 The
Authority is exercising its powers to issue the Series 2015B Bonds under the
provisions of Article 4 of the JPA Act. Article 4 of the JPA Act confers independent
power on the Authority to issue bonds and is not the exercise of a common power.
Cal. Govt. Code Section 6588; Id. at 1053. Thus, even if the reference in Section 4 of
the JPA Agreement is deemed to have eliminated the power of the Authority to
exercise common powers of its members, it did not eliminate the power to exercise
the independent power to issue bonds under the Marks-Roos Act.

(b) The Complaint alleges the Series 2015B Bonds violate the provisions of Section 8
of the JPA Agreement, which prohibits any bonded indebtedness that relies in whole
or in part on any pledge of the City’s “faith and credit.” These allegations are
contrary to the express language in Section 8 of the JPA Agreement and the Series
2015B Bonds.

Government Code Section 6508.1 provides that if a joint exercise of powers
agreement creates a separate agency “...the debts, liabilities, and obligations of the
agency shall be debts, liabilities and obligations of the parties to the agreement,
unless the agreement specifies otherwise.” [Emphasis added.] Section 8 of the JPA
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Agreement provides in relevant part that bonds issued by the Authority: “shall not be
deemed to constitute a debt of the City...or pledge of the faith and credit of the
City...nor shall the City be obligated to make any appropriation for such payment.”

The Series 2015B Bonds specifically provide that the Series 2015B Bonds are not
obligations of the City. The form of the Series 2015B Bonds appended to the Third
Supplemental Indenture provides in relevant part:

“The Series 2015B Bonds are special, limited obligations of
the Authority and do not constitute a debt, liability or obligation of
the City or of the State of California (the “State”) or any political
subdivision thereof and neither the faith and credit of the City nor the
State are pledged to the payment of the principal of or interest on the
Series 2015B Bonds. The Authority has no taxing power.”

In Rider, the Supreme Court held that a lease revenue bond of a joint powers agency
is not a debt or obligation of a member of the agency even if such bonds are payable
primarily from lease payments to be made under a lease between the agency and such
member. The Supreme Court recognized that in a lease revenue bond transaction the
obligations of the lessee (in this case the City) are restricted to its obligations under
the lease. 18 Cal. 4th at 1044.

(c) The Complaint alleges that the Bond Approvals and the issuance of the Series
2015B Bonds are invalid because they fail to comply with various provisions of
Article 2 of the JPA Act. However, the Series 2015B Bonds are being issued
pursuant to the Marks-Roos Act which constitutes Article 4 of the JPA Act ((Cal.
Govt. Code Section 6584, et seq.) Government Code Section 6587, a part of Article
4, provides that:

This article shall be deemed to provide a complete and
supplemental method for exercising the powers authorized by this
article, and shall be deemed as being supplemental to the powers
conferred by other applicable laws. The issuance of bonds,
financing or refinancing under this article need not comply with
the requirements of any other state laws applicable to the issuance
of bonds, including, but not limited to, other articles of this
chapter.” [Emphasis added].

Government Code Section 6588 expressly provides that the powers granted
joint powers agencies such as the Authority under Article 4 are in addition to the
other powers specified in the joint powers agreement and Article 2 of the JPA Act.
Section 6588(c) authorizes the Authority to issue bonds to pay the cost of any public
capital improvement.

(d) The Complaint alleges that even if the JPA Agreement is valid, the Authority
lacks the power to issue the Series 2015B Bonds, because following the dissolution
of the Former RDA, the Former RDA, the Successor Agency and the City lack a
common power. As discussed above, the Authority possesses independent powers
under Article 4 of the JPA Act such that the absence of a common power among its
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(i)

members would not preclude the issuance of the Series 2015B Bonds. Government
Code Section 6588, which is a part of the Marks-Roos Act pursuant to which the
Series 2015B Bonds are being issued, provides that the powers granted pursuant to
that section are in addition to the common powers specified in a joint powers
agreement. The Supreme Court in the Rider case rejected the position that a joint
powers agency’s authority to issue bonds had to be a common power of the parties to
the joint powers agreement. 18 Cal. 4th at 1053. The Supreme Court held in relevant
part:

The power to issue bonds under articles 2 and 4 of the Act is a
power a joint powers agency holds independently. For example
article 2 states that the power to issue bonds “is additional to the
powers common to the parties to the joint powers agreement. (Gov.
Code 6547.)” Similarly, article 4 provides that the power to issue
bonds is “[i]n addition to other powers specified in the agreement.
(Gov. Code 6588, subd. (c)).” Moreover, even if we were to adopt
plaintiff’s argument that section 6509 is, by its own terms, somehow
applicable to the issuance of bonds under articles 2 and 4, then the
express exemption in article 4 would come into play. Id. at 1503-
1054

The Complaint alleges that the City’s use of the Authority to issue bonds, instead of
issuing bonds in its own name, is an artifice and subterfuge designed to circumvent
the voter-assent requirements of the Debt Limits and the Revenue Bond Law of 1941.

The Constitutional Debt Limit provides that a city may not incur any indebtedness or
liability in any manner or for any purpose exceeding in any year the income and
revenue received for such year. Charter Section 90 provides that the City may
contract bonded indebtedness the purposes set forth therein, pledging the credit of the
City or the property or revenue of any public utility owned by the City and that a vote
of two-thirds of the electors voting at an election is required for the issuance of such
bonds. Charter Section 99 provides in relevant part that the City shall not incur any
indebtedness or liability in any manner or for any purpose exceeding in any year the
income and revenue provided for such year unless approved by a majority of the
voters.

With respect to the allegations in the Complaint relating to the Debt Limits, in Rider,
the Supreme Court rejected substantially identical allegations in the context of a
lease-back transaction involving a lease of facilities by the City and the issuance of
lease revenue bonds by a joint powers agency of which the City was a member. In
Rider, the Supreme Court reaffirmed the well-established principle that leases,
commonly referred to as Offner-Dean or abatement leases, in which a city’s
obligations to pay rent are conditioned upon the leased premises being available to
the city, do not violate the Constitutional Debt Limit or analogous debt limit
provisions, such as Charter Sections 90 and 93. 18 Cal. 4th at 1050. The Lease
contains abatement provisions substantially the same as the abatement provisions in
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the lease before the Supreme Court in the Rider case. In summarizing its ruling, the
Court stated:

In this case, we consider the validity of a financing plan under
which a joint powers agency will issue bonds, use the bond proceeds
to construct a capital improvement, and lease that improvement to a
city. We conclude that the voter approval requirements that would
apply if the city issued the bonds do not, by their terms, apply to the
debts of a joint powers agency, and the city’s obligation to make rent
payments to the joint powers agency does not itself constitute a debt
requiring voter approval. We also conclude that the law governing
joint powers agencies gives these agencies independent authority to
issue bonds without complying with restrictions, such as voter
approval requirements, that apply to local governments. Finally, we
conclude that state law does not in this regard violate the “home rule”
provision of the California Constitution. Accordingly, we affirm the
judgment of the Court of Appeal. Id. at 1039.

Plaintiff attempts to distinguish Rider because the proceeds of the Series 2015B
Bonds will be spent on improvements other than those comprising the leased
property. Plaintiff asserts that in Rider, the property leased was the property where
the proceeds were to be expended to expand the City’s convention center. In fact, the
property leased in Rider consisted of the existing convention center and the site of the
planned expansion. 18 Cal. 4th at 1040. Moreover, the use of the proceeds of the
financings is not relevant for purposes of determining compliance with the Debt
Limits. In City of San Diego et al. v. Richard Rider, (47 Cal. App. 4th 1473 (1996)),
a decision affirming a lower court decision upholding the validity of a lease-back
financing by the City for a football stadium, the Court of Appeal stated:

Rider asserts it is improper under Starr v. City and County of San
Francisco, supra, 72 Cal.App.3d 164, 140 Cal.Rptr. 73, to spend part
of the bond proceeds on off-site improvements to build a training
facility and offices for the San Diego Chargers. Rider attempts to take
Starr too far.

In Starr, the court determined a municipal lease-back arrangement
was valid because each rental payment would be supported by
consideration furnished that year, i.e., occupancy and use of the
project. (Starr v. City and County of San Francisco, supra, 72
Cal.App.3d at p. 172, 140 Cal.Rptr. 73.) A separate HUD repayment
contract, however, was held not to satisfy the Offner—Dean rule
because it created a “future charge against general funds,” which was
not supported by consideration in the year the obligation was incurred
and which could not be included in the yearly budget. (Id. at p. 176,
140 Cal.Rptr. 73.) Contrary to Rider’s contention, nothing in the
opinion suggests a restriction on how or for what purpose a public
entity may use bond proceeds obtained in the financing arrangement.
Id. at 1492.
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As to the financing structure approved by the Bond Approvals being an artifice or
subterfuge to avoid the Debt Limits, the Supreme Court in the Rider case made the
following statement:

We are not naive about the character of this transaction. If the
City had issued bonds to pay for the Convention Center expansion,
the two-thirds vote requirement would have applied. Here, the City
and the Port District have created a financing mechanism that matches
as closely as possible (in practical effect, if not in form) a City-
financed project, but avoids the two-thirds vote requirement.
Nevertheless, the law permits what the City and the Port District have
done. Plaintiffs are correct that this conclusion allows local
governments to burden taxpayers with potentially high costs that
voters have not approved, but local governments impose similar
burdens on taxpayers every time they enter into long-term leases
involving property of substantial value. We have long held that the
two-thirds vote requirement does not apply to these leases so long as
the obligation to pay rent is contingent on continued use of the leased

property.

18 Cal. 4th at 1055 (quoting Dean v. Kuchel, 35 Cal. 2d 444, 447-448 (1950); Los
Angeles v. Offner, 19 Cal. 2d, 483, 487 (1942); Doland v. Clark, 143 Cal. 176, 181 (1904)).

The Complaint alleges that the Authority is merely a component unit and subordinate
agency of the City as evidenced by the overlap in governing board members and
officers of the San Diego Entities, and is therefore subject to the voter approval
requirements applicable to the City under the Debt Limits. The Supreme Court
rejected a similar argument in the Rider case, stating:

The short answer to plaintiff’s argument is that the
Constitution and the City’s charter permit the City to avoid the two-
thirds vote requirement by creating a joint powers agency to finance
public works projects. Therefore, however we might characterize the
financing plan at issue here, we cannot characterize it as unlawful.

18 Cal. 4th at 1042.

By its terms, the Constitutional Debt Limit applies to counties, cities, towns,
townships, boards of education, and school districts and is not applicable to entities
such as the Authority which are not specified in the section. 18 Cal. 4th at 1043. As
the Series 2015B Bonds are being issued by the Authority not the City, Charter
Sections 90 and 99 are not applicable. The Complaint takes the position the Series
2015B Bonds should be treated as debt of the City asserting that the Series 2015B
Bonds are bonds of the City in substance if not in form. The Supreme Court
disagreed with a virtually identical claim concerning the City Charter in the Rider
case, where the Supreme Court stated:

The City's charter regulates the manner in which the City may
incur certain indebtedness. In this case, the City is incurring no
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(iii)

indebtedness; rather, the Financing Authority is incurring
indebtedness. As we already have noted, the Financing Authority is a
separate legal entity from the City ( Gov. Code, § 6503.5), and the
Financing Authority's debts are not the City's debts ( Gov. Code, §
6508.1, 6551). On the other hand, articles 2 and 4 of the Act authorize
joint powers agencies, including the Financing Authority, to issue
bonds. Articles 2 and 4 do not authorize cities to issue bonds.
Therefore, the two-thirds vote requirement in the City's charter does
not conflict with articles 2 and 4 of the [Joint Exercise of Powers] Act
because the former applies to the City, while the latter applies to the
Financing Authority.

18 Cal. 4th at 1055.

The Complaint alleges that because the voters of the City have not assented to the
issuance of the Series 2015B Bonds as required by Government Code Section 54380
contained in the Revenue Bond Law of 1941, the issuance cannot satisfy the
requirements of the Revenue Bond Law of 1941. In Government Code Section
54301.1, the Revenue Bond Law of 1941 provides an “alternate method of financing”
and Government Code Section 54302 provides that the powers conferred under the
Revenue Bond Law of 1941 “are in addition to, and the limitations imposed by this
chapter do not affect, the powers conferred by any other law.” Thus, by its terms, the
Revenue Bond Law of 1941 has no effect on the powers conferred upon the Authority
by the Marks-Roos Act. Likewise, Government Code Section 6587 provides that
bonds issued under the Marks-Roos Act, such as the Series 2015B Bonds, “need not
comply with the requirements of any other state laws applicable to the issuance of
bonds...”

The Complaint alleges that the leasing of City property to the Authority for a nominal
sum pursuant to the Site Lease constitutes an unconstitutional gift of public funds and
that the City is giving or loaning its credit to the Authority in violation of Section 93
of the City Charter. Article XVI Section 6 of the California Constitution prohibits
California public agencies from making of any gift of any public money or thing of
value to any individual, municipal or other corporation. Section 93 of the City’s
Charter provides that “[t]he credit of the City shall not be given or loaned to or in aid
of any individual, association or corporation; except that suitable provision may be
made for the aid and support of the poor.” The City’s lease to the Authority does not
violate either of these principles.

Acknowledging that gifts of public money violate the California Constitution, the
California Court of Appeal, Fourth District, Division One, has stated, in White v.
California, 88 Cal.App.4th 298, 311 (2001) (“White”), that “’money spent for public
purposes is not a gift ....”” (quoting County of Alameda v. Carleson, 5 Cal. 3d 730,
746 (1971)). “The determination of what constitutes a public purpose is primarily a
matter for legislative discretion [citations] which is not disturbed by the courts so
long as it has a reasonable basis [citations].” (Santa Barbara County Water Agency v.
All Persons & Parties, 47 Cal.2d 699, 707-708 (1957) (“SBCWA”), reversed on other
grounds by Ivanhoe v. McCracken, 357 U.S. 275 (1958); see also White, 88
Cal.App.4th at 311.) A contribution from one public agency to another must serve
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(iv)

D.

the public purpose of the donor agency (as opposed to the donee agency), but is legal
if it does so, even if the contribution also serves the purposes of the donee agency.
(SBCWA, 47 Cal.2d at 707; see also Oakland v. Garrison, 194 Cal. 298 (1924).)
Further, pursuant to White, 88 Cal.App.4th at 312-313, “[a] showing of specific
public benefit to the transferor agency is only necessary where there is not a
substantial identity between the taxpayers who paid the taxes and those who will
benefit.”

The City’s lease to the Authority of its facilities pursuant to the Site Lease for a
nominal rental does not constitute a gift of public funds. The transaction must be
viewed as a whole to determine whether an impermissible gift of public funds will
occur. The lease to the Authority is made in consideration of a lease-back to the City
and the ultimate issuance of debt to support public purposes of the City. Further, the
taxpayers served by the City and the Authority are the same. Thus, the Site Lease
does not constitute an impermissible gift of public funds.

The public purposes of the City are promoted by the proposed transaction. See, e.g.,
Housing Authority of County of Los Angeles v. Dockweiler, 14 Cal. 2d 437, 457
(1939) (appropriation of money by a city or county for the purpose of eliminating
slums does not constitute a gift or loan of credit within the meaning of former Cal.
Const. Art. IV, § 31). The City is not, through this financing transaction, giving or
loaning its credit to the Authority.

The Complaint alleges that the Bond Approvals violated San Diego Municipal Code
Section 22.0901 because they do not contain a resolution of the City stating the
market value of the real estate as appraised by an independent fee appraiser or City
staff. The lease of property authorized by the Bond Approvals does not violate
Section 22.0901 for two reasons. First, Section 22.0901 is not applicable where a
lease of property is provided for by ordinance as is the case here with the Bond
Approvals. Section 22.0901 begins as follows: “Except as otherwise provided in the
Charter, or by ordinance, the Council shall have the power to lease the real property
of the City as follows...” Here, since the lease of the City property to the Authority
was approved by Ordinance No. O-20350, the requirement in Section 22.0901 does
not apply. Notwithstanding this fact, on March 24, 2015 the City adopted Resolution
No. R309564 which contains a statement of the market value of the real property
leased by the City pursuant to the Site Lease as appraised by an independent
appraiser. Even if Section 22.0901 is read as requiring the adoption of a resolution as
a condition to the execution of the Third Amendment to Site Lease authorized by the
Bond Approvals, that resolution was adopted prior to the execution of the amendment
and the issuance of the Series 2015B Bonds.

We are of the opinion that the plaintiff’s allegations in the Complaint are without

merit in that we believe under the law as in effect on the date hereof, the California Supreme Court,
acting reasonably and properly briefed on the issues, would not conclude that the Bond Approvals
are invalid based on such allegations.

In connection with the Series 2015B Bonds Litigation we note that a court’s decisions
regarding the matters raised in the Series 2015B Bonds Litigation would be based on the court’s own
analysis and interpretation of the factual evidence before the court and of the applicable legal
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principles. The opinion expressed herein with respect to the plaintiff’s claims in the Series 2015B
Bonds Litigation is not intended to be a guaranty as to what the Supreme Court will actually hold if it
considers the matter, but an opinion as to the conclusion the Supreme Court would reach if the facts
were determined to be as recited in the administrative record for the Series 2015B Bonds presented to
the Superior Court, the issues as to the plaintiff’s claims in the Series 2015B Bonds Litigation were
properly raised, briefed and presented to the Supreme Court and the Supreme Court followed what
we believe to be the applicable legal principles in effect on the date hereof.

III.

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are
of the following opinions:

(1) The Series 2015B Bonds have been duly and validly authorized by the Authority and
are legal, valid and binding limited obligations of the Authority, enforceable in accordance with their
terms and the terms of the Indenture.

(2) The Third Supplemental Indenture has been duly executed and delivered by the
Authority. The Indenture creates a valid pledge of the Revenues and the amounts on deposit in
certain funds and accounts established under the Indenture to secure the Series 2015B Bonds, as and
to the extent provided in the Indenture. The Indenture constitutes the valid and binding agreement of
the Authority and is enforceable in accordance with its terms.

3) The Third Amendment to Facilities Lease has been duly authorized and executed by
the City and the Authority and the Lease constitutes the valid and binding agreement of the City and
the Authority and is enforceable in accordance with its terms.

(4) Under existing statutes, regulations, rulings and judicial decisions, interest (and
original issue discount) on the Series 2015B 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 (and original issue discount) may be included as an adjustment in the
calculation of alternative minimum taxable income, which may affect the alternative minimum tax
liability of corporations.

%) Interest (and original issue discount) on the Series 2015B Bonds is exempt from State
of California personal income tax.

(6) The difference between the issue price of a Series 2015B Bond (the first price at
which a substantial amount of the Series 2015B Bonds of a maturity are to be sold to the public) and
the stated redemption price at maturity with respect to such Series 2015B Bond constitutes original
issue discount. Original issue discount accrues under a constant yield method, and original issue
discount will accrue to a Series 2015B Bond owner before receipt of cash attributable to such
excludable income. The amount of original issue discount deemed received by a Series 2015B Bond
owner will increase the Series 2015B Bond owner’s basis in the applicable Series 2015B Bond.
Original issue discount that accrues to the Series 2015B Bond 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 calculating the federal alternative minimum tax imposed on individuals and corporations (as
described in paragraph 3 above), and is exempt from State of California personal income tax.
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(7) The amount by which a Series 2015B Bond owner’s original basis for determining
loss on sale or exchange in the applicable Series 2015B 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 Internal Revenue Code of 1986, as amended (the
“Code”); such amortizable bond premium reduces the Series 2015B Bond owner’s basis in the
applicable Series 2015B Bond (and the amount of tax-exempt interest received), and is not deductible
for federal income tax purposes. The basis reduction as a result of the amortization of Series 2015B
Bond premium may result in a Series 2015B Bond owner realizing a taxable gain when a Series
2015B Bond is sold by the owner for an amount equal to or less (under certain circumstances) than
the original cost of the Series 2015B Bond to the owner.

The opinions expressed in paragraphs (4) and (6) above as to the exclusion from gross
income for federal income tax purposes of interest and original issue discount on the Series 2015B
Bonds is subject to the condition that the Authority and the City comply with all requirements of the
Code that must be satisfied subsequent to the issuance of the Series 2015B Bonds to assure that such
interest (and original issue discount) will not become includable in gross income for federal income
tax purposes. Failure to comply with such requirements of the Code might cause interest (and
original issue discount) on the Series 2015B Bonds to be included in gross income for federal income
tax purposes retroactive to the date of issuance of the Series 2015B Bonds. The Authority and the
City each has covenanted to comply with all such requirements. Except as set forth in paragraphs (4)
through (7) above, we express no opinion as to any tax consequences related to the Series 2015B
Bonds.

Certain requirements and procedures contained or referred to in the Indenture, the Tax
Certificate and the Lease may be changed, and certain actions may be taken, under the circumstances
and subject to the terms and conditions set forth in such documents, with the approving opinion of
counsel nationally recognized in the area of tax-exempt obligations. We express no opinion as to the
effect on the exclusion from gross income for federal income tax purposes of interest (and original
issue discount) on the Series 2015B Bonds of any such change occurs or action is taken upon the
advice or approval of counsel other than Stradling Yocca Carlson & Rauth, a Professional
Corporation.

Respectfully submitted,
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APPENDIX E
DTC AND THE BOOK-ENTRY ONLY SYSTEM

None of the City, the Authority, the Trustee or the Underwriters can or do give any assurances that
DTC, the Participants or others will distribute payments of principal of or interest on the 2015 Bonds paid to
DTC or its nominee as the registered owner, or will distribute any prepayment notices or other notices, to the
Beneficial Owners, or that they will do so on a timely basis or will serve and act in the manner described in
this Official Statement. None of the City, the Authority, the Trustee or the Underwriters are responsible or
liable for the failure of DTC or any Participant to make any payment or give any notice to a Beneficial Owner
with respect to the 2015 Bonds or an error or delay relating thereto.

The following information concerning The Depository Trust Company, New York, New York
(“DTC”) and DTC’s book-entry system has been obtained from sources that the City, the Authority and the
Underwriters believe to be reliable, but none of the City, the Authority or the Underwriters takes responsibility
for the accuracy thereof. Capitalized terms used herein and not otherwise defined herein shall have the
meanings set forth in this Official Statement and in APPENDIX C — “SUMMARY OF LEGAL
DOCUMENTS.”

DTC will act as securities depository for the 2015 Bonds. The 2015 Bonds will be issued as fully-
registered securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as
may be requested by an authorized representative of DTC. One fully-registered Bond certificate will be issued
for each maturity of the 2015 Bonds, each in the aggregate principal amount of such maturity, and will be
deposited with DTC.

DTC, the world’s largest securities depository, is a limited-purpose trust company organized under the
New York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a
member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform
Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the
Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 3.6 million issues of U.S.
and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments (from over
100 countries) that DTC’s participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-
trade settlement among Direct Participants of sales and other securities transactions in deposited securities,
through electronic computerized book-entry transfers and pledges between Direct Participants’ accounts. This
eliminates the need for physical movement of securities certificates. Direct Participants include both U.S. and
non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations, and certain other
organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation
(“DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed
Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its
regulated subsidiaries. Access to the DTC system is also available to others such as both U.S. and non-U.S.
securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain
a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC
has a Standard & Poor’s rating of AA+. The DTC Rules applicable to its Participants are on file with the
Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com.

Purchases of 2015 Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the 2015 Bonds on DTC’s records. The ownership interest of each actual
purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’
records. Beneficial Owners will not receive written confirmation from DTC of their purchase. Beneficial
Owners are, however, expected to receive written confirmations providing details of the transaction, as well as
periodic statements of their holdings, from the Direct or Indirect Participant through which the Beneficial
Owner entered into the transaction. Transfers of ownership interests in the 2015 Bonds are to be accomplished
by entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners.
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Beneficial Owners will not receive certificates representing their ownership interests in 2015 Bonds, except in
the event that use of the book-entry system for the 2015 Bonds is discontinued.

To facilitate subsequent transfers, all 2015 Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by
an authorized representative of DTC. The deposit of 2015 Bonds with DTC and their registration in the name
of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership. DTC has no
knowledge of the actual Beneficial Owners of the 2015 Bonds; DTC’s records reflect only the identity of the
Direct Participants to whose accounts such 2015 Bonds are credited, which may or may not be the Beneficial
Owners. The Direct and Indirect Participants will remain responsible for keeping account of their holdings on
behalf of their customers.

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. Beneficial Owners of 2015 Bonds may wish to take certain steps to augment the
transmission to them of notices of significant events with respect to the 2015 Bonds, such as redemptions,
tenders, defaults, and proposed amendments to the Bond documents. For example, Beneficial Owners of 2015
Bonds may wish to ascertain that the nominee holding the 2015 Bonds for their benefit has agreed to obtain
and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their
names and addresses to the registrar and request that copies of notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the 2015 Bonds within an issue are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such
issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 2015
Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to the City, as the issuer of the 2015 Bonds, 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 2015 Bonds are credited on the record date (identified in a listing attached to
the Omnibus Proxy).

Redemption proceeds, distributions, and dividend payments on the 2015 Bonds will be made to Cede
& Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice is
to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from
the City or the Trustee, on payable date in accordance with their respective holdings shown on DTC’s records.
Payments by Participants to Beneficial Owners will be governed by standing instructions and customary
practices, as is the case with securities held for the accounts of customers in bearer form or registered in “street
name,” and will be the responsibility of such Participant and not of DTC, the Trustee, or the City, subject to
any statutory or regulatory requirements as may be in effect from time to time. Payment of redemption
proceeds, distributions, and dividend payments to Cede & Co. (or such other nominee as may be requested by
an authorized representative of DTC) is the responsibility of the City or the Trustee, disbursement of such
payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the 2015 Bonds at any time
by giving reasonable notice to the City, the Authority or the Trustee. Under such circumstances, in the event
that a successor depository is not obtained, certificates for the 2015 Bonds are required to be printed and
delivered in such principal amount or amounts, in authorized denominations, and registered in whatever name
or names DTC shall designate.



The Authority may decide to discontinue use of the system of book-entry-only transfers through DTC
(or a successor securities depository). In that event, certificates for the 2015 Bonds will be printed and
delivered in such principal amount or amounts, in authorized denominations, and registered in whatever name
or names DTC shall designate.

The information in this section concerning DTC and DTC’s book-entry system has been obtained
from sources that the City and the Authority believe to be reliable, but neither the City nor the Authority take
any responsibility for the accuracy thereof.

Risks Regarding the Book-Entry Only System

AS LONG AS CEDE & CO. OR ITS SUCCESSOR IS THE REGISTERED HOLDER OF THE 2015
BONDS, AS NOMINEE OF DTC, REFERENCES HEREIN TO THE REGISTERED HOLDERS OF THE
2015 BONDS SHALL MEAN CEDE & CO., AS AFORESAID, AND SHALL NOT MEAN THE
BENEFICIAL OWNERS OF THE 2015 BONDS. ANY FAILURE OF DTC TO ADVISE ANY
PARTICIPANT, OR OF ANY PARTICIPANT TO NOTIFY ANY BENEFICIAL OWNER, OF ANY
NOTICE AND ITS CONTEXT OR EFFECT WILL NOT AFFECT THE VALIDITY OR SUFFICIENCY OF
THE PROCEEDINGS RELATING TO THE REDEMPTION OF THE 2015 BONDS CALLED FOR
REDEMPTION OR OF ANY OTHER ACTION PREMISED ON SUCH NOTICE. Each person for whom a
Participant acquires an interest in the 2015 Bonds, as nominee, may desire to make arrangements with such
Participant to receive a credit balance in the records of such Participant, and may desire to make arrangements
with such Participant to have all notices of redemption or other communications to DTC, which may affect
such person, forwarded in writing by such Participant and to receive notification of all interest payments.

NONE OF THE CITY, THE AUTHORITY, THE TRUSTEE OR THE UNDERWRITERS WILL
HAVE ANY RESPONSIBILITY OR OBLIGATION WITH RESPECT TO THE PAYMENTS TO THE
DIRECT PARTICIPANTS, ANY INDIRECT PARTICIPANTS OR THE BENEFICIAL OWNERS, THE
SELECTION OF THE BENEFICIAL INTERESTS IN THE 2015 BONDS TO BE REDEEMED IN THE
EVENT OF REDEMPTION OF LESS THAN ALL 2015 BONDS OF A PARTICULAR MATURITY OR
THE PROVISION OF NOTICE TO THE DIRECT PARTICIPANTS, ANY INDIRECT PARTICIPANTS OR
THE BENEFICIAL OWNERS WITH RESPECT TO THE 2015 BONDS. NO ASSURANCE CAN BE
GIVEN BY THE CITY, THE AUTHORITY THE TRUSTEE OR THE UNDERWRITERS THAT DTC,
DIRECT PARTICIPANTS, INDIRECT PARTICIPANTS OR OTHER NOMINEES OF THE BENEFICIAL
OWNERS WILL MAKE PROMPT TRANSFER OF PAYMENTS TO THE BENEFICIAL OWNERS, THAT
THEY WILL DISTRIBUTE NOTICES, INCLUDING REDEMPTION NOTICES (REFERRED TO
ABOVE), RECEIVED AS THE REGISTERED OWNER OF THE 2015 BONDS TO THE BENEFICIAL
OWNERS, THAT THEY WILL DO SO ON A TIMELY BASIS, OR THAT DTC WILL ACT IN THE
MANNER DESCRIBED IN THIS OFFICIAL STATEMENT.

In the event the Authority determines not to continue the book-entry system or DTC determines to
discontinue its services with respect to the 2015 Bonds, and the Authority does not select another qualified
securities depository, the Authority shall deliver one or more 2015 Bonds in such principal amount or amounts,
in authorized denominations, and registered in whatever name or names, as DTC shall designate. In such
event, transfer and exchanges of 2015 Bonds will be governed by the provisions of the Indenture.

[Remainder of Page Intentionally Left Blank]
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APPENDIX F
FORM OF CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate (this “Certificate”) is executed and delivered by the City of

San Diego (the “City”) as of April 1, 2015 in connection with $ aggregate principal amount of
Public Facilities Financing Authority of the City of San Diego Lease Revenue Bonds, Series 2015A (Capital
Improvement Projects) (the “Series 2015A Bonds™”) and $ aggregate principal amount of Public

Facilities Financing Authority of the City of San Diego Lease Revenue Bonds, Series 2015B (Capital
Improvement Projects) (together with the Series 2015A Bonds, the “2015 Bonds”). The 2015 Bonds are being
issued pursuant to the terms of the Indenture (as defined herein). The City hereby covenants and agrees as
follows:

1. Purpose of Certificate. This Certificate is being executed and delivered by the City on behalf
of the Authority for the benefit of the Bondowners and Beneficial Owners of the 2015 Bonds and in order to
assist the Participating Underwriters in complying with the Rule (as defined below). The City is the only
Obligated Person (as defined in the Rule) for the 2015 Bonds.

2. Definitions. In addition to the definitions set forth in the Indenture, which apply to any
capitalized term used in this Certificate unless otherwise defined in this Section, the following capitalized
terms have the following meanings:

“Annual Report” means any Annual Report provided by the City pursuant to, and as described in,
Sections 3 and 4 of this Certificate.

“Authority” means the Public Facilities Financing Authority of the City of San Diego.

“Beneficial Owner” means any person which (a) has the power, directly or indirectly, to vote or
consent with respect to, or to dispose of ownership of, any 2015 Bonds (including persons holding 2015 Bonds
through nominees, depositories or other intermediaries), or (b) is treated as the owner of any 2015 Bonds for
federal income tax purposes.

“Commission” means the Securities and Exchange Commission.

“Dissemination Agent” means the City and any Person designated by the City to serve as
Dissemination Agent.

“Indenture” means the Indenture, dated as of July 1, 2012, by and between the Authority and the
Trustee, as it may from time to time be supplemented, modified or amended by any Supplemental Indenture
pursuant to the provisions thereof, including as amended and supplemented by the First Supplemental
Indenture, dated of July 1, 2013, the Second Supplemental Indenture, dated as of April 1, 2015 and the Third
Supplemental Indenture, dated as of April 1, 2015.

“MSRB” means the Municipal Securities Rulemaking Board through its Electronic Municipal Market
Access system.

“Notice Event” means any of the events listed in Sections 5(a), (b) and (c) of this Certificate.

“Participating Underwriters” means any of the original purchasers of the 2015 Bonds required to
comply with the Rule in connection with the offering of the 2015 Bonds.

“Official Statement” means the Official Statement dated , 2014, prepared and distributed in
connection with the initial sale of the 2015 Bonds.
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“Person” means any individual, corporation, partnership, joint venture, association, joint stock
company, trust, unincorporated organization or government or any agency or political subdivision thereof.

“Rule” means paragraph (b)(5) of Rule 15¢2-12 adopted by the Commission under the Securities
Exchange Act of 1934, as the same may be amended from time to time, and including any official
interpretations thereof issued either before or after the effective date of this Certificate which are applicable to
this Certificate.

“Trustee” means Wells Fargo Bank, National Association, or any successor trust under the Indenture.

3. Provision of Annual Reports.

(a) The City shall, or shall cause the Dissemination Agent (if other than the City) to, not
later than each April 10 after the end of the City’s fiscal year (which currently ends June 30th), commencing
with the report for the fiscal year ending June 30, 2015 (the “Filing Date”), provide to the MSRB, in a format
prescribed by the MSRB, copies of an Annual Report which is consistent with the requirements of Section 4 of
this Certificate. As of the date of this Certificate, the format prescribed by the MSRB is the Electronic
Municipal Market Access (“EMMA”) system. Information regarding requirement for submissions to EMMA
is available at emma.msrb.org.

The Annual Report may be submitted as a single document or as separate documents comprising a
package, and may include by reference other information as provided in Section 4 of this Certificate; 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
Notice Event under subsection 5(c).

(b) Not later than 15 Business Days prior to the Filing Date for providing the Annual
Report to the MSRB, 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 MSRB an Annual Report by the Filing Date, the City shall, in a
timely manner, send a notice to the MSRB in substantially the form of Exhibit A to this Certificate, in an
electronic format as prescribed by the MSRB.

(©) The Dissemination Agent (if other than the City) shall:

(1) determine each year prior to the date for providing the Annual Report the
format for filing with the MSRB; and

(i1) file a report with the City certifying that the Annual Report has been
provided pursuant to this Certificate, stating the date it was provided to the MSRB.

4. Content of Annual Reports. The City’s Annual Report shall contain or include by reference
the following:

(a) The audited financial statements of the City for the fiscal year most recently ended,
prepared in accordance with generally accepted accounting principles as promulgated to apply to governmental
entities from time to time by the Governmental Accounting Standards Board and reporting standards as set
forth by the State Controller in “State of California Accounting Standards and Procedures for Counties.” If the
City’s audited financial statements are not available by the time the Annual Report is required to be filed
pursuant to subsection 3(a) of this Certificate, the Annual Report shall contain unaudited financial statements
in a format similar to the financial statements contained in the 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 included in the financial statements, the following types of
information will be provided in one or more reports in a format similar to that in the Official Statement:

(1) An update to the information generally in the form presented in Table A-3
(titled “City of San Diego General Fund Operating Budget Summary”’) of Appendix A to the
Official Statement for the most recently completed Fiscal Year.

(i1) An update to the information generally in the form presented in Table A-4
(titled “Assessed Valuation”) of Appendix A to the Official Statement for the most recently
completed Fiscal Year.

(ii1) An update to the information generally in the form presented in Table A-5
(titled “Secured Tax Levies and Collections”) of Appendix A to the Official Statement for the
most recently completed Fiscal Year.

@iv) A brief description of the San Diego City Employees’ Retirement System,
including but not limited to: (i) an update of the information generally in the form presented
in Table A-8 (titled “City of San Diego Schedule of Funding Progress”) of Appendix A to the
Official Statement; and (ii) an update for the information generally in the form presented in
Table A-9 (titled “City of San Diego Pension Contribution” of Appendix A to the Official
Statement, for the most recently completed Fiscal Year.

V) An update to the information generally in the form presented in Table A-11
(titled “Schedule of Funding Progress (DB OPEB Plan)”) of Appendix A to the Official
Statement for the most recently completed Fiscal Year.

(vi) An update to the information generally in the form presented in Table A-15
(titled “City of San Diego General Fund Lease Payments and General Fund Obligations™) of
Appendix A to the Official Statement for the most recently completed Fiscal Year.

(vii)  An update to the information generally in the form presented in Table A-16
(titled “City of San Diego General Fund Supported Obligations”) of Appendix A to the
Official Statement for the most recently completed Fiscal Year.

Any or all of the items listed above may be included by specific reference to other documents,
including official statements of debt issues of the City or related public entities, which have been submitted to
the MSRB or the Commission. The City shall clearly identify each such other document so included by
reference.

The contents, presentation and format of the Annual Reports may be modified from time to time as
determined in the judgment of the City to conform to changes in accounting or disclosure principles or
practices and legal requirements followed by or applicable to the City or to reflect changes in the business,
structure, operations, legal form of the City or any mergers, consolidations, acquisitions or dispositions made
by or affecting the City; provided that any such modifications shall comply with the requirements of the Rule.

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 2015 Bonds, in a timely manner not
in excess of ten (10) Business Days after the occurrence of such Notice Event to the MSRB through EMMA:

(1) principal and interest payment delinquencies;
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(i1) unscheduled draws on debt service reserves reflecting financial difficulties;

(ii1) unscheduled draws on credit enhancements reflecting financial difficulties  ;

@iv) substitution of credit or liquidity providers, or their failure to perform**;

v) adverse tax opinions or the issuance by the Internal Revenue Service of
proposed or final determinations of taxability or Notices of Proposed Issue (IRS Form 5701-
TEB);

(vi) tender offers;

(vii)  defeasances;
(viii)  rating changes; and

(ix) bankruptcy, insolvency, receivership or similar event of the City (such event
being considered to occur when any of the following occur: the appointment of a receiver,
fiscal agent or similar officer for the City in a proceeding under the U.S. Bankruptcy Code or
in any other proceeding under state or federal law in which a court or government authority
has assumed jurisdiction over substantially all of the assets or business of the City, or if such
jurisdiction has been assumed by leaving the existing governing body and officials or officers
in possession but subject to the supervision and orders of a court or governmental authority,
or the entry of an order confirming a plan of reorganization, arrangement or liquidation by a
court or governmental authority having supervision or jurisdiction over substantially all of the
assets or business of the City).

(b) 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 2015 Bonds, if material, in a timely
manner not in excess of ten (10) Business Days after the occurrence of such Notice Event to the MSRB
through EMMA:

(1) non-payment related defaults;

(i1) Unless described in Section 5(a)(v), other notices or determinations with
respect to the tax status of the 2015 Bonds, or other events affecting the tax status of the
2015 Bonds;

(ii1) modifications to rights of the holders of the 2015 Bonds;

(iv) bond calls***;

(v) release, substitution or sale of property securing repayment of the
2015 Bonds;
(vi) the consummation of a merger, consolidation, or acquisition involving the

City or the sale of all or substantially all of the assets thereof, other than in the ordinary

*

The City will not establish or maintain a reserve fund for the 2015 Bonds.

The City has not obtained or provided, and does not expect to obtain or provide, any credit enhancements or
credit or liquidity providers for the 2015 Bonds.

*** Any scheduled redemption of 2015 Bonds pursuant to mandatory sinking fund redemption requirements does
not constitute a Notice Event within the meaning of the Rule.

ok
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course of business, the entry into a definitive agreement to undertake such an action or the
termination of a definitive agreement relating to any such actions, other than pursuant to its
terms; and

(vii)  appointment of a successor or additional trustee or the change of name of a
trustee.

(c) Pursuant to the provisions of this Section 5, the City shall give, or cause to be given,
notice of the occurrence of any entry of final judgment in either the Series 2015A Bonds Litigation or the
Series 2015B Bonds Litigation (each as defined in the Official Statement) or upon resolution of any appeal of
the Series 2015A Bonds Litigation and the Series 2015B Bonds Litigation, in a timely manner not in excess of
ten (10) Business Days after the occurrence of such Notice Event to the MSRB through EMMA.

(d) If the City determines that knowledge of the occurrence of a Notice Event under
subsection (b) above would be material under applicable federal securities laws, the City shall promptly file, or
cause to be filed, a notice of such event with the MSRB through EMMA. Notwithstanding the foregoing,
notice of Notice Events described in subsections (a)(vii) and (b)(iv) above need not be given under this
subsection (c) any earlier than the notice, if any, of the underlying event is given to Owners of affected Bonds
pursuant to the Indenture.

6. Termination of Reporting Obligation. The City’s obligations under this Certificate shall
terminate upon the legal defeasance, prior redemption or payment in full of all of the 2015 Bonds. If such
termination occurs prior to the final maturity of the 2015 Bonds, the City shall give notice of such termination
in the name manner as for a Notice Event under subsection 5(c).

7. Dissemination Agent. The City may, from time to time, appoint or engage a Dissemination
Agent to assist it in carrying out its obligation under this Certificate, and may discharge any such
Dissemination Agent, with or without appointing a successor Dissemination Agent. The Dissemination Agent,
if other than the City, shall not be responsible in any manner for the content of any notice or report prepared by
the City pursuant to this Certificate. The initial Dissemination Agent shall be the City.

8. Amendment: Waiver. Notwithstanding any other provision of this Certificate, the City may
amend this Certificate, and any provision of this Certificate may be waived, provided that the following
conditions are satisfied:

(a) If the amendment or waiver relates to the provisions of subsection 3(a), Section 4, or
subsection 5, it may only be made in connection with a change in circumstances that arises from a change in
legal requirements, change in law, or change in the identity, nature or status of an obligated person with respect
to the 2015 Bonds, or the type of business conducted;

(b) The undertakings, as amended or taking into account such waiver, would, in the
opinion of nationally recognized bond counsel, have complied with the requirements of the Rule at the time of
the issuance of the 2015 Bonds, after taking into account any amendments or interpretations of the Rule, as
well as any change in circumstances; and

(c) The amendment or waiver either (1) is approved by the Owners majority of
outstanding principal amount of the 2015 Bonds, in the same manner as provided in the Indenture for
amendments to the Indenture with the consent of the Bondowners, or (ii) does not, in the opinion of nationally
recognized bond counsel, materially impair the interests of the Bondowners or Beneficial Owners of the
2015 Bonds.

In the event of any amendment or waiver of a provision of this Certificate, the City shall describe such
amendment in the next Annual Report, and shall include, as applicable, a narrative explanation of the reason

F-5



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 Notice Event under subsection 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.

9. Additional Information. Nothing in this Certificate shall be deemed to prevent the City from
disseminating any other information, including the information then contained in Appendix A to the City’s
official statements relating to debt issuances, using the means of dissemination set forth in this Certificate or
any other means of communication, or including any other information in any Annual Report or notice of
occurrence of a Notice Event, in addition to that which is required by this Certificate. If the City chooses to
include any information in any Annual Report or notice of occurrence of a Notice Event in addition to that
which is specifically required by this Certificate, the City shall have no obligation under this Certificate to
update such information or include it in any future Annual Report or notice of occurrence of a Notice Event.

10. Default. In the event of a failure of the City to comply with any provision of this Certificate,
any Bondowner or Beneficial Owner of the 2015 Bonds may commence an action in a court of competent
jurisdiction in San Diego, California, seeking mandamus or specific performance by court order, to cause the
City to comply with its obligations under this Certificate; provided that any Beneficial Owner seeking to
require the City to comply with this Certificate shall first provide at least 30 days’ prior written notice to the
City of the City’s failure, giving reasonable detail of such failure, following which notice the City shall have
30 days to comply. A default under this Certificate shall not be deemed an Event of Default under the
Indenture with respect to the 2015 Bonds, and the sole remedy under this Certificate in the event or any failure
of the City to comply with this Certificate shall be an action to compel performance, and no person or entity
shall be entitled to recover monetary damages under this Certificate.

11. Duties Immunities and Liabilities of Dissemination Agent. The Dissemination Agent shall
have only such duties as are specifically set forth in this Certificate.

12. Beneficiaries. This Certificate shall inure solely to the benefit of the City, the Dissemination
Agent the Bondowners and Beneficial Owners from time to time of the 2015 Bonds, and shall create no rights
in any other person or entity.

13. Governing Law. This Certificate shall be governed by the laws of the State of California and
the federal securities laws.
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IN WITNESS WHEREOF, the City of San Diego has executed this Continuing Disclosure Certificate
as of the date first set forth herein.

CITY OF SAN DIEGO

By:

Authorized Signatory

[Signature page of Continuing Disclosure Certificate]

F-7



EXHIBIT A
NOTICE TO THE MSRB OF FAILURE TO FILE ANNUAL REPORT

Name of Obligated Party: City of San Diego

Name of Bond Issue: Public Facilities Financing Authority of the City of San Diego
Lease Revenue Bonds and Lease Revenue Refunding Bonds, Series
2015A (Capital Improvement Projects) and Series 2015B (Capital
Improvement Projects) (together, the “2015 Bonds™)

Date of Issuance: ,2015

NOTICE IS HEREBY GIVEN that the City has not provided an Annual Report with respect to the
2015 Bonds as required by the Continuing Disclosure Certificate, dated as of April 1, 2015 with respect to the
2015 Bonds. The City anticipates that the Annual Report will be filed by .

Dated:

On behalf of the City
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ELECTROMICALLY FILED
Supseicr Tourt of Califomia,
Dourdy of San Disgs

QUMY ot 104046 564

Bharly 0¥ the Supenior Court
By Alela Fietes, Deputy Olark

NOTICEl YOU HAVE BEEN SUED. THE COURT MAY DECIDE AGAINST YOU
WITHOUT YOUR BEING HEARD UNLESS YOU RESPOND NO LATER THAN MAY 25,
20i4. READ INFORMATION BELOW, o

AVISO! LO HAN DEMANDADO, SINO RESPONDE A MAS TARDAR EL 25 D% MAYO,
014, LA CORTE PUEDE DECIDIR EN SU CONTRA SIN ESCUCHAR SU VERSION. LEA
LA INFORMACION A CONTINUACION.

SUPERICR COURT OF THE STATE OF CALIFORNIA
SAN DIEGO COUNTY--HALL Of JUSTICE

SAN DIEGANS FOR OPEN GOVERNMENT, ) CASENQ. 5120400006217 CUME-CTL
Plaintiff,

SUMMONS (C¥TATION JUDICIAL)
V8,

CIT'Y OF BAN DIEGO; CITY OF SAN DIEGO,
AS SUCCESSOR AGENCY TO THE
REDEVELOPMENT AGENCY OF THECITY QF
SAN DIEGO; HOUSING AUTHORITY OF THE
CITY OF SAN DIEGO; PUBLIC FACILITIES

FINANCING AUTHORITY OF THE CITY OF EORY1B: ﬁa’ @;‘%ﬁé =
SAN DIBGO; and ALL PERSONS INTERESTED TQF% )

IN THE MATTER OF () THE PUBLICS \ . A
FACILITIES FINANCING AUTHORITY OF THE -

CITY OF SAN DIEGO’S APPROVAL OF
ISSUANCE OF THE AUTHORITY’S LEASE —_
REVENUE BONDS, SERIES 2014A AND o

-

APPROVING CERTAIN DOCUMENTS AND oo
ACTIONS IN CONNECTION TEEREWITH, (i) = o
THE CITY OF SAN DIEGO’S 2014 CAPITAL (AT
MPROVEMENT PROGRAM LEASE REVENUE G
BONDS, AND z'ii} THE CITY OF 8AN DIEGO'S L2
2014 CAPITAL IMPROVEMENT PROGRAM IR,
LEASE REVENUE BONDS PRELIMINARY L
OFFICIAL STATEMENT AUTHORIZATION, =i T

Defendants, «w

me%pji-fﬁ TO DEFENDANTS: CITY OF SAN DIEGO; CITY OF SAN DIEGO, AS

SUCCESSOR AGENCY TO THE REDEVELOPMENT AGENCY OF THE CITY OF SAN DIE(GO;
HOUSING AUTHORITY OF THE CITY OF SAN DIEGQ; PUBLIC FACILITIES FINANCING
AUTHORITY OF THE CITY OF SAN DIEGO,; and ALL PERSONS INTERESTED IN THE

G-1




LTI~ - B I Y - T . B

R R VR CUE CON GO GO
R T VR PO G G e S v v S R

MATTER OF () THE PUBLIC FACILITIES FINANCING AUTHORITY OF THE CITY OF SAN
DIEGO'S APPROVAL OF ISSUANCE OF THE AUTHORITY'S LEASE REVENUE BONDS,
SERIES 2014A AND APPROVING CERTAIN DOCUMENTS AND ACTIONS IN CONNECTION
THEREWITH, () THE CITY OF SAN DIEGO’S 2014 CAPITAL IMPROVEMENT PROGRAM
LEASE REVENUE BONDS, AND (i) THE CITY OF SAN DIEGO'S 2014 CAPITAL
IMPROVEMENT PROGRAM LEASE REVENUE BONDS PRELIMINARY OFFICIAL
STATEMENT AUTHORIZATION--

AVISC A LOS ACUSADOS: LA CYUDAD DE SAN DIBGO [i.e, CITY OF SAN DIEGOY;
CIUDAD DE SAN DIEGO, COMO AGENCIA DE SUCESOR A LA AGENCIA DE
REURBANIZACION DE LA CIUDAD DE SAN DIEGO [ie, CITY OF SAN DIEGO, AS
SUCCESSOR AGENCY TO THE REDEVELOPMENT AGENCY OF THE CITY OF SAN DIEGOY;
AUTORIDAD DE VIVIENDA DELA CIUDAD DE 8AN DIEGO [i.¢., HOUSING AUTHORITY OF
THE CITY OF SAN DIEGO]; LA AUTORIDAD PARA EL FINANCIAMENTO SERVICIOS
PUBLICOS DE LA CIUDAD DE SAN DIEGO [ie, PUBLIC FACILITIES FINANCING
AUTHORITY OF THE CITY OF SAN DIEGO]; y TODAS LAS PERSONAS INTERESADAS EN
EL ASUNTODE (i) LA APROBACION DE LA AUTORIDAD DE FINANCIAMIENTO SERVICIOS
PUBLICOS DELA CIUDAD Dﬁ, SAN DIEGO DE LA EMISION DE BONOS DE LA AUTORIDAD
DE ARRENDAMIENTO DE TNGRESOS, 2014A SERIE Y APROBACION DE CIERTOS
DOCUMENTOS ¥ ACTUACIONES EN RELACION CONLAMISMA, (i) BONOS DE INGRESOS
DE ARRENDAMIENTO DEL PROGRAMA 2014 DE MEJORAMIENTO CAPITAL DE LA
CIUDAD DE SAN DIEGO, Y (i) PRELIMINAR AUTORIZACION DECLARACION OFICIAL
PARA BONOS DE INGRESOS DE ARRENDAMIENTO DEL PROGRAMA 2014 DE
MEJORAMIENTO CAPITAL DE LA CIUDAD DE SAN DIEGO-

I Plaintiff San Diegans for Open Goveprmment lias fifed 2 Complaint for Declaratory and

Injunctive Relief under Code of Civii Procedure Sections 860 ef seq. and 1060 et seq. (“Complaint™)
in the San Diego County Superior Court--Hall of Justice,
2. The Complaint concerms the Public Facilities Financing Authority of the City of San

Diego’s approval of issuance of its Lease Revenue Bonds, Series 20tdA, and approving certain

SUMMONS (CITATION TUDICIAL) Page 2
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documents and actions in connection therewith (including but not limited to San Diego City Clerk
Document nos, 00-20350-1, 00-20350-2, 00-20350-3, 00-20350-4, 00-20350-5, and 00-20350-6); the
City of San Diego’s 2014 Capital Improvement Program Lease Revenue Bonds; and the City of San
Diego’s authorization of a preliminary official statement for the 2014 Capital Improvement Program
Lease Revenue Bonds. All persons interested in this matter wmay contest the legality or validity of the
matter by appearing and filing o written answer 1o the Compiaint no later than May 25, 2014,

3, You must file with the court a written pleading in response to the Complaint no later than
May 25, 2014, If you do not file a response by May 25, 2014, your default will be entered upon
application by Plaintiff. Plaintiff may apply to the court for the relief demanded in the Complaint,
which could resalt in garnishment of wages, laking of money or property, or oifher reliel. However,
persons who contest the legality or validity of this matter will not be subject to punitive action, such as
wage garnishiment or seizure of their real or personal property.

4, 7 YOU MAY SEEK THE ADVICE OF AN ATTORNEY IN ANY MAITER
CONNECTED WITH THE COMPLAINT OR THIS SUMMONS, SUCH ATTORNEY
SHOULD BE CONSULYED PROMPTLY SO THAT YOUR PLEADING MAY BE FILED OR
ENTERED WITHIN THE TIME REQUIRED BY THIS SUMMONS,

SIUSTED DESEA SOLICITAR EL CONSEIQ DE UN ABOGADO EN ESTE
ASUNTO, DEBERIA HACERLO INMEDIATAMENYTE PARA QUE SO REPUESTA
ESCRITA, SL HAY ALGUNA, PUEDA SER REGISTRADA A TIEMPO.

5. Plaintiff is challenging the legality and validity of the approvals described in Paragraph
2 (above). Plaintiff believes thut the approvals violated, smong other laws, the Joint Exercise of Powers
Act, the San Diego City Charter, the California Constitution, and the San Diego Municipal Code.

6. ‘The name and address of the ¢court are San Diego County Superior Court--Hall of Justice,
330 West Broadway, San Diego, CA 92101, ]

Elnombre y direccibn de 1a corte som San Diego County Superior Court--Hall of Justice,
330 West Broadway, San Dicgo, CA 92101,

AuMMONS {CIATION JUDICIALY Page 3
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7. The name, eddress, and telephone number of Plaintiff s attorneys are Cory 1, Briggs and
Mekacla M. Gladden, Briggs Law Corporation, 99 East “C” Strect, Suite 111, Upiand, CA 91786, 909-
949-7115,

El nownbre, direccién, y niimero de teléfono de los abogados del demandante son Cory
1. Briggs and Mekaela M, Gladden, Bripgs Law Corperation, 99 East “C* Street, Snite 111, Upland,
CA 91786, 9099497115,
0 2204 A LS Clark

Date:

San Diego County Supsarior Court

BUMMONS (CIFATION JUDICIAL) Page 4
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BRIGGS LAW CORPORATION [riz: 1593.30] Clerl: of the Suparior Cout
Cory 1. Bﬂ'}g% (State Bar no, 176254) By Micin Fletes,Deputy Cleds
Mekaeta M, Uladden (State Bar no, 253673)

99 Hast “C” Street, Suite 111
Upland, CA 91784
Telephone: 909-949-7115

Attomegs for Plainti{T und Petitioner San Diegang
for Open Government

SUPERIOR COURT OF THE STATE OF CALIFORNIA
SAN DIEGO COUNTY--HALL OF JUSTICE

SAN DIFGANS FOR OPEN GOVERNMENT, ) CASE No, 7201400009217 CL-MC-CTL

Plaintiff, = B-FILE **

v, COMPLAINT FORDECLARATORY AND
INJUNCTIVE RELIEF UNDER CODE OF
CITY OF SAN DIEGO: CITY OF SAN DIEGQ, ) CIVIL PROCEDURE SECTIONS 860 ET
A8 SUCCESSOR AGENCY TO THE) SEQ AND 1060 ETSEQ.
REDEVELOPMENT AGENCY OF THE CITY OF
SAN DIEGO, HOUSING AUTHORITY OF THE
CITY OF SAN DIEGO; PUBLIC FACILITIES
FINANCING AUTHORITY OF THE CITY OF
SAN DIEGO; and ALL PERSONS INTERESTED
N THE MATTER OF LS? THE PUBLIC
FACILITIES FINANCING AUTHORITY OF THE
CITY OF SAN DIEGO'S APPROVAL OF
ISSUANCE OF THE AUTHORITY'S LEASE
REVENUE BONDS, SERIES 2014A AND
APPROVING CIERTAIN DOCUMENTS AND
ACTIONS IN CONNECTION THEREWITIL ()
THE CITY OF SAN DIEGO'S 2014 CAPITAL
IMPROYEMENT PROGRAM LEASE REVENUE
BONDS, AND (47 THE CITY OF SAN DIEGO’S
2014 CAPITAL IMPROVEMENT PROGRAM
LEASE REVENUE BONDS PRELIMINARY
QFFICIAL STATEMENT AUTHORIZATION, i

Defendants.

Plaintiff SAN DIEGANS FOR OPEN GOVERNMENT alleges as follows in this Reverse-

Validetion Complaint for Declaratory and Injunctive Reliel:

G-5




—

wWOS0 =3 &N Wy A Ls bD

R N S ,
@ N & th B W OR m S W© e A o R o~ o

Parties

1. Plainiiff is & non-profit taxpayer and voter organization formed and operating under the
laws of the State of California. Atleast one of Plaintiff’s tembers resides in and is registered to vote
in the City of San Diego, California, and Plaintiff has an intersst in ensuting open, accountable,
responsive government, and the protection of its members” rights as texpayers and voters.

2. Defendant CITY OF SAN DIEGO (“CITY") is a charter cify under the laws ofthe State
of California, is the successor agency to the Redevelopment Agency of the City of San Diego
(“RASD™), and is heing sued in its capacity as & charter city and in its capacity as the successor agency.
Defendant HOUSING AUTHORITY OF THE CITY OF SAN DIEGO (“SDHA™) is a pubtic agency
governed by the mayor and/or city council of CITY.

3, Defondant PUBLIC FACILITIES FINANCING AUTHORITY OF THE CITY OF SAN
DIEGO (“PEFA”") is a joint powers authority formed and opesating under the Joint Exercise of Powers
Act (“JEPA™), Government Code Section 6500 ef seq., and in accordance with that certain Third
Amended and Restated Joluted Exercise of Powers Agreement dated Jamuary {, 2013 (“JPA
Agreement™). Since the JPA Apgreement took effect, PFFA’s members have consisted of RASD,
SDHA, and CITY (or a sub-set thereof); and PFFA was administered by a commission consisting of
the members of CITY s city council. Furthermore:

A As of the date on which this lawsuit was cornmenced, CYTY s website stafed as
follows (at Atip.Fwww.sandiego. govicliy-cler®/officialdocsenisdocs/ccemeetings. s himl), “The Public
Facititics Financing Authority is the primary [inancing authority of the City. The Authority meets as
needed to authorize the issnance of bonds on behalf of the City.”

B, As of the date on which this lawsuit was commenced, CITY's website stated as
follows (at htip:/www.sandicgo.gov/olly-clerkiafficialdocs legisdocs/pffa.shimly. “The Public Facilities
Finaneing Authority (PFFA) is a joint powcrs authority originally established in 1991 by the City ol Sen
Dicgo and the Redevelopment Agency of the City of San Diego (RDA) to assist the City and the RDA
in [inancing public capial improvements.”

€. The JPA Agreement was approved by SDHA on or about November 27, 2012,

REVERSE-VALDATIGN COMPLAINT FOR DECLARATORY AND INJUNCTIVR NELIED Page 2

G-6



R T P

[ —
—_

12

D. The individuals who cast votes approving the JPA Agreement through passuge
and adoption of SDHA Resolution no. HA-1575 were also members of CITY's ¢ity council on the date
the votes were cast.

E. Attorney Leslie FitzGerald, who signed SDHA Resolution no. HA-1575 as
“Chief Deputy General Counsel,” was an employee of CIT'Y on the date that she signed the Resolution.

F. Attorney Leslie FitzGerald was not an employee of SDHA on the date she signed
SDHA Resolution no. HA-1573,

G. At ne time since June 21, 1994, have the members of the governing body of the
San Diege Unified Port District simultaneously been members of CITYs city council.

H. The geographicjurisdiction of the San Diego Unified Port District is notidentical
to the geographic jurisdiction of CITY.

1 As of January 1, 2012, no member of PFFA’s governing body was representing
the City of National City, the City of Coronado, the City of Chula Vista, or the City of Imperial Beach
on PFFA’s governing body.

1. At no time since June 21, 1994, has CITY owned any of the land on which the
San Diego Convention Center is located.

K. Since June 24, 1994, at least some portion of the land on which the San Diego
Convention Center is located has not been owned by CITY.

L. At all times since June 21, 1994, CTI'Y has had a leasehold (or sub-leasehold)
interest in the land on which the San Diego Convention Center is located,

M. Al no time since June 21, 1994, has CITY had an ownership interest in all of the
land on whick the San Diego Convention Center is located.

N. At no time since June 21, 1994, has CITY had an ownership interest in any
portion of the land on which the San Diego Convention Center is located.

O. As of June 2013, the Standard & Poors crediting rating for PFFA’s lease-revenue
bonds was based in part on the rating agency’s “view of the city’s general credit characteristics and its

covenant to budget and appropriate annual lease payments for various properties’ use.”

REVERSE-VALIDATION COMPLAMNT FOR DECLARATORY AND [NIUNCTIVE RELIEF Page 3
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P, As of March 2014, the credit rating given to PFFA by Fitch Ratings was based
in part o CITY s “lease revenue bonds [being] secured by the city's leuse rental payments, which the
city eovenants to budget and appropriate annually.”

Q. More than 90 percent of PFFA*s anual revenues since PFFA was created have
been received from CITY,

R. Puring the Inst 10 years, PEFA has had no emplioyeos.

5 During the Iast 10 years, PFFA has not had any utility account (2.g., telephone,
electricity, natural gas) in its name.

Rackground Information

4, On or around February 12, 2014, CITY approved Ordinance no. 0-20350, “AN
ORDINANCE OF THE COUNCIL OF THE CITY OF SAN DIEGO APPROVING THE FORMS OF
AND AUTHORIZING THE EXECUTION AND DELIVERY OF ONE OR MORE AMENDMENTS
TO SITE LEASE, AMENDMENTS TO FACILITIES LEASE AND OFFICIAL NOTICE INVITING
BIDS; AUTHORIZING THE EXECUTION, DELIVERY AND PERFORMANCE OF ONE OR
MORE SUPPLEMENTAL INDENTURES BY THE PUBLIC FACILITIES FINANCING
AUTHORITY OF THE CITY OF SAN DIEGO; AUTHORIZING THE CITY ATTORNEY TO
APPOINT BOND COUNSEL AND DISCLOSURE COUNSEL; APPROVING ANDAUTHORIZING
THE ISSUANCE AND SALE IN ONE OR MORE SERIES OF THE AUTHORITY'S LEASE
REVENUE BONDS; AND APPROVING OTHER DOCUMENTS AND ACTIONS IN
CONNECTION THEREWITIL” ‘

5. On or around March, 11, 2014, CITY approved Resolution no. R-308808, “A
RESOUUTION OF THE COUNCILOFTHE CITY OF 8AN DIEGO APPROVING THE FORM AND
AUTHORIZING THE DISTRIBUTION OF THE PRELIMENARY QOFFICIAL STATEMENT AND
AUTHORIZING THE EXECUTION, DELIVERY AND DISTRIBUTION OF THE OFFICIAL
STATEMENT IN CONMECTION WITH THE ISSUANCE AND SALE BY THE PUBLIC
FACILITIES FINANCING AUTHORITY OF THE CITY OF SAN DIEGO OF ITS LEASE
REVENUE BONDS SERIES 20144; AND APPROVING OTHER DOCUMENTS AND ACTIONS
IN CONNECTION THEREWITH"; and PFFA took astion that mirrored, complemented, or was

REVERSE-VALIBATION COMPLAINT FOR DECLARATURY AND INJUNCTIVE RELIED Pipe 4
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otherwise similar to C1TY's action under Resolution no. R-308808 and/or Qrdinance no. 020350
(cotlectively, “Bond Approvals”).

&, The purpose of the Bond Approvaly identified in the preceding paragraph is 1o raise
approximately $130 miilion to pay For certain activitics contemplated by CITY s Capital Improverment
Program (“CIP Projects”). The CIP Projecis do nol inchude *housing projects™ within the meaning of
the Housing Autherities Law (“HAL™), Health and Safety Code Section 34200 ef seq.

7. The Bond Approvals contemplate a lease of CITY properiy to PFFA and a lease-back
of the same CITY property from PFFA. Furthermore:

A, Either CITY is the owner, or CITY and San Diego Metropolitan Transit System
are the owners, of the property to be leased te PFFA as part of the Bond Approvals,

B. Prior to the Bond Approvals, PFFA had no ownership interest in any of the
property to be leased to it by CITY as part of the Bond Approvels, Additionally and/or slternatively,
prior to thé Bond Approvals PFEFA did net have an ownership interest in all of the property to be jeased
to it by CITY as patt of the Bond Approvals,

Jurisdiction, Venne, and Exhaustion of Administrative Remedies
& 8. Plaingiff is bringing this action and seeks review by and relief from this Court under
Clode of Civil Procedure Sections 860 ef seg. and 1060 ot seq.!

Q. Venue in this Court is proper becouse the obligations, Habilities, and violations of law
alleged in this pleading occurred in the City of San Diego.

10.  No public heuring was hold on the Bond Approvals, Nonetheless, Plaintiff submitted
written opposition to the Bond Approvals to CITY prior to their approval.

11, Plaintiff has no plain, speedy, adequate rentedy in the ordinary course of faw, since ity
merbers and other members of the public will suffer irreparable harm as 2 result of Defendants’
violations of the law, 45 alleged in this pleading. The Bond Approvals also rest on Defendants® failure
1o satisfy a clear, present, ministerinl duty to act in accordance with thote laws. Even when Defentants

are permitted or required by [aw to exercise their discretion in approving projects under those laws, they

! Petitioner does not believe that this proceeding is required o be prosecuted as a reverse-validation
progesding under Cote of Civil Procedure Section 804 f seq. and is doing so only in an abundange of
eaution.

REVERSE-VALIDATION COMPLAINT FOR DIBCLARATORY AND INIUNCTIVE RELIE Pape §
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remain under a clear, present, ministerial duty to exercise their discretion within the limits of and ina
manner consistent with those laws. Defendants have had and continue to have the capacity and ability
to approve the Bond Approvals within the lmits of and in a manper consistent wiih those laws, but
Ixefendants have failed and refuse to (o so and have exercised their discretion beyond the limits of and
in a manner that is not consistent with those laws.

12, Plaintiff and its members also have a beneficial right and interest in Defendants’
fulfillment of al! their legal and public duties, as alleged in this pleading,

FIRST CAUSE OF ACTION: :

Bond Apprevals’ Non-Campliance with: Al Applicable Laws
(Against All Defendants)

13, The preceding paragraphs are incorporated inte this paragraph by referance.
t4.  The Bond Approvals do not comply with all applicable laws. By way of example and
not limitation;
A, The Bond Approvals are invalid becanse they contomplate a transactional
structore that is contrary 1o what the FPA Agreement authorizes:

i Section & of the IPA. Agreement prohibits any bonded indebtedness that
relies in whole or in part ot any pledgs of CITY s “faith and credit,” and it prohibits the pledge of
CITY s “faith and credit” to the payment of any principal, premiurt, or interest on such indebtedness.

il.  TheBond Approvalsrequire CITY to pledge its faith and credit, including
but not limited to public property, to the payment of the principal, premaium, and/or interest that will be
due on the indebtedness authorized by the Bond Approvals.

#i.  In the absence of CITY s pledge of its faith and credit, the transaction
cositernplated by the Bond Approvals could not be aceomplished.

iv, I there were a default under the indenture contemplated by the Bond
Approvals, CITY s credit could be adversely affected.

B. The Bond Approvals are invalid because PFFA has notbeen properly constituted,
the JPA Agreement is lepally defective, and/or PFFA is acting in cxcess of its lawful powers:

i Under the HAL, housing authorities may not jointly excrcise any power

except with another housing authority, Even then, the housing authorities’ joint powers are limited by

REVERSE-VALIDATION COMPFLAWT FOR DECLARATORY AND INWINCTIVE RELIEF Page &
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Health and Safety Code Section 34324 to s housing project or projects or other dwelling
accomroedations located within the area of operation of any one or more of such authoritics, ‘The only
statutory authority in the HAL for SDHA {0 enter into 2 joint powers agreement wifh a non-housing
authorily Is codified in Heatth and Safety Code Section 653 1, but the scope of that statutory authority
is limited to the construction of 3 model school project located in the City Heights project area.

ii. Weither CITY ner RASD is a housing authority under the HAL.

iid, All lepal right and power of RASD to participate in its own name in
PIFA had been withdrawn by the Legislature prior to January 1, 2013, Alternatively, ifall legal right
and power of RASI) to participate in its own name had not been withdrawn by the Legislature, the legal
right and power of RAST) necessary for the Bond Approvals bad been withdiawn by the Legislature,

iy, Government Code Section 65051 requires the parties to.JP A Agreement
to fix the amount of the official bond for the public officer or officers who have charge of, handle, or
héve accessto any of the property of PFFA. Under the IPA Agreement, SDHA’s treasurer is designated
to'be such officer. However, Scction 3-Cofthe JPA Agreement unlawfislly delogates the responsibility
for fixing the amount of such bond to SDHA’s treasurer.

k Y. {n uddition to and/or as an altemative to the allegations in the preceding
paragtaph, CITY, RASD, and SDHA have at all times intended that PFFA would never possess any
property.

vi. PFEA bhag never incurred any indebtedness except as past of & lease-

_revenuc bond teansaction with CITY as s party to one or more of the leases contemplated by the

transaction,

vil.  According to Report to City Council no. 14-01, the assets of CITY
pledged as security for (he indebiedness contemplated by the Bond Approvals are essential to CITYs
coie operations.

viil. The Bond Approvals must comply with Government Cade Secticn
6547.5, Howaver, comnpliance with Section 6547, 5 requires CITY to contract to expend money beyond

the fiscal year in which it receives the bond progeeds contempiated by the Bond Approvals,

REVERSE-VALIDATION COMPLATNT FOR DECEARATORY AND [MJUNCTFIVE RELRY Page 7
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ix The CIP Projects to be funded pursuant to the Bond Approvals are limijted
to the maintenance of existing public facilities that CITY has heretofore deferred. However,
Government Code Section 6546 limits the use of revenue bonds to the purpose of “acquiring or
constructing a project,” while Section 6548 limits use of the proceeds to “the acquisition, construction
and financing of said project.” Section 6574 imposes on PFFA the obligation to operate, maintain, and
preserve projects financed by bonds it issues in an efficient and economical manner, which obligation
is to be performed separately from the acquisition, construction, and financing made possible by the
issuance of the bonds.

X, Contrary to Government Code Section 6552, the bonds contemplated by
the Bond Approvals do not contain a recital on theit face that neither the payment of any portion of the
principal nor the interest thereon constitutes & deb, liability, or obligation of RASD or SDHA. Neither
RASD nor SDHA is a political subdivision of the State of California.

Xi. Contrary to Government Code Section 6572, the security for payment of
the bonds contemplated by the Bond Approvals is not limited to revenues of a “project” within the
meaning of Section 6545, In the event of CITY"s default, the trustee identified in the indenture may
terminate the lease from CITY to PFFA and re-lease the property to a third party, The trustee’s right
to re-lease the property is also security for payment of the bonds.

xii.  The voters of the City of San Diego have not assented to any aspect of
the Bond Approvals. Indeed, there has not even been a vote. As such, the bonds contemplated by the
Bond Approvals could not satisfy the requirements of te Revenue Bond Law of 1941, Govemnment Code
Section 54300 ef seq., because Section 54380 thereof requires bonds authorized under such law to be
submitted to the voters. Thus, PFFA could not have issued and did not issue the bonds contemplated
by the Bond Approvals pursuant to Section 6579,

C. The Bond Approvals violated Section 90{a} of the San Diego City Charter, In
particular:

i Section 90(a) provides as follows: “Whenever the Council shall determine
that the public interest or necessity demands the acquisition, construction or completion of any

municipal improvement authorized to be acquired, constructed, completed or maintained by The City

REVERSE-VALIDATION COMPLAMNT FOR DECLARATORY AND INJUNCTIVE RELIEF Page 8

G-12




L = - R ¥ 2

F NS S T N B N T e e T T S S S
mqmuguz\)»—-mcmdo\u‘&wmmo

of San Diego, the cost of which will be too great fo be paid out of the ordinary annual income and
revenye of said City, the Council may contract bonded indebtedness for said purposes or any of them,
pledging the credit of the City or the property or revenue of any public utility owned by the City and the
proceedings taken for incurring such indebtedness shall be in accordance with the mode 2nd manner
prescribed by the provisions of the general laws of the State of California relative o incurting bonded
indebtedness by municipajities in force at the time such proceedings are taken, Bvery ordinance or
tesolution determining that the public interest or feaessity demands such improvement shall be adopted
otily by a vote of five members of the Couneil and it shall require 2 vate of two-thirds of the electors
voting on each proposition et a regular or special election for the issuance of such bonds before said
indebledness or linbility for sald improvements may be incurred, except ordinances suthorizing such
bond issues as are specified in Section 92 of this Article. No bonds, except such bonds as have been
heretofore or maybe hereafler issued for the purpose of aequiring, constructing or completing
ifnprovenmiénts for the development, conservation nnd furnishing of water as hereinafter provided, shalt
be issued on the credit of the City which will increase the bonded indebtedness of said City beyond ten
per cent of the assessed valuetion of all real and personal property of said City subject to direct taxation
ag shown by the last preceding valuation for City taxes.”

ii, CITY s use of PFFA to issue bonds under the Bond Approvals, instead
of CITY isgning the bonds in its own name, is an artifice and subterfuge designed to circumvent the
voter-assent requirement of Section 90¢u) because the transsetions contemplated by the Bond Approvals
are described as creating no more obligation on CITY s part, over and above making lease payrments
in one fiscal year as considerétion Tor the right to use and possess the leased property during the same
period. However, the documents memerizlizing the contemplated transactions oblige CITY to do more
in firture fiscal years than simply making such lease payments in exchangs for the use and possession
of the lensed property enjoyed during that year, Suck obligations include but are not limited to requiring
each member of CITY g city councit to comrnit as part of the Bondt Approvals to vote and take all other
necessary and/or appropriste actions in future fiscul years to allocate, appropriate, and budget encugh

money o make the lease payments required in those years; ereating obligations on the part of CITY to

1 lease its property to PEFFA beyond the cument fisoul year; and, under Section 3.01 of the master lease

REVERSE«VALIDATION COMPLARIT FOR DECLARATORY AND INJOWCTIVE RELIGY Page 9

G-13




LR s T T T -V B -

[ B A0 o I R S o VOV S Uy
e R R - T R -« < - " T e T . -

recorded as document no. 2012-0382823 in the San Disgo County Recorder’s Office, requiring CITY
to uge the sub-feased property so as to permit PFEA to carry out ifs agreements and covenants contained
in the master lease and in the indenture contemplated by the Bond Approvals. These obligations are
not contingent, Given the stmeture of the transaction contempiated by the Bond Approvals, PEFA
could not generate the funds necessary to cover CITY *s portion-of the costs for the CIP Prajects without
CITY s consent to participate in the trahsactions in the manner required by the Bond Approvals--even
if there were no voter-assent requitement under Section 90(2). Furthormote, CITY's gencral fund
and/or property may be cbligated to repay the bonds sither indirectly (as rent payments to PFEA, which
are in tutn used to pay the bonds) or dircetly (if PEFA defanlts on the bonds), in sids regard, CITY
property bas beenused as collateral fo secure repayment of the bonds, the absence ol which would have
prechuded CITY and PFFA from finding willing purchasers of the bonds; thus, CITY is liable under the
Bond Approvals for more that making rent payments to PFFA.,

ifi.  According to Report te City Council no. 14-01, the assets of CITY
pledged as security for the indebtedness contemplated by the Bond Approvals are essential to CITY's
core operations. ‘

iv.  The Bond Approvals must comply with Government Code Section
6547.5, However, compliance with Section 6547.5 requires CITY to contract to expend money beyond
the fiscal year in which it roceives the bond proceeds conternplated by the Bond Approvals.

v. The CIP Projects to be funded pursuant to the Bond Approvals ate lhmited
to the maintenance of existing public facilities that CITY has herctofore deferred. However,
Goveroment Code Section 6546 limits the wse of revenue bonds to the purpose of “acquiring or
constructing a project,” while Seption 6548 limits use of the proceeds to “the acqnisition, consiruction
and financing of said project.” Section 6574 imposes on PFFA the obligation o operate, maintain, and
preserve projects financed by bonds it issues in an efficient and econoniical manner, which obligation
is to be performed separately from the acquisition, constzuction, and financing made possible by the
issuance of the bonds,

vi.  Contraryto Govemment Code Section 6552, the bonds contemplated by

the Rond Approvals do not contain a recita! on their face that neither the payment of any portion of the

REVERSB-VALIDATION COMPLAMNT TOR DECLARATORY AND INfURCTIVE RELIER Page 10
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principal nor b interest thereon constitutes a debf, liability, or obligation of RASD ur SDHA. Neither
RASD nor SDHA. is a political subdivision of the State of California.

vil.  Contrary to Govermment Code Section 6572, the security for paynsent of
the bonds contemplated by the Bond Approvals is not lisited to revenues of a “project” within the
meaning of Seetion 6545. Inthe event of CITY s defanlt, the trustes identified in the indenturc may
terminate the lease from CITY to PFFA and re-lease the property to n third party. The trustee’s right
10 re-lease the property is also scourity for payment of the bonds,

viii.  The veters of the City of San Diego have not assented o any aspect of
the Bond Approvals, Indeed, there has not even been a vote. As such, the bonds conternplated by the
Bond Approvals could not satisfy the requirements of te Revenue Bond Law of 1941, Government Code
Section 54300 ef seq., because Section 54380 thereot requires bonds authotized wider such law to be
submitted to the voters. Thus, PFFA could not have issued and did not issuc the bonds contemplated
by the Bolid Approvals pursaant to Scotion 6579,

D. The Bond Approvals violated Section 93 of the San Diego City Charter. Tn
particular:

a i Section93 provides as follows: “The CityCouncil may from time to tire
suthorize the advance of moneys in the treasury as & temperary loan to any tax-supported fund, which
foan shall be repaid from the first property taxes received thereafier; provided, however, that such
temporary loans shall not exceed the current property taxes receivable. It shall be lawfiel from time to
time to advance money in the General Fund te any bond fund or to use any money in the General Fund
for any purpose for which 4 loan shall ve been suthorized nnd bonds actually voted but not yet issued
and sold, and the City officials need not sell said bonds until it is necessary to repay the General Fund
advanees or to replenish such loan fund or funds. The credit of the City shall not be given or loaned to
or i aid of any individual, association or corporation; except that suitable provision may be made for
the aid and support of the poor,”

il. The Bond Approvals contemplate that CITY shall give or loanits credit
o PP A, RASD, and/or SDIA, which is deng under the artificeand subterfuge of leases between CITY
andd PFEA.

REVERSE-VALDATION COMPLAINT POR DBCLARATORY AND [HIUHCTIVE RELIER Page 11
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E. The Bond Approvals violated Section 99 of the San Diego City Charter. In
patticutar:

i Section 99 provides as follows: *“The City shall not incur any
indebtedness or liability in any manner or for any purpose exceeding in any year the income and revenue
provided for such year unless the qualified electors of the City, voting at an election to be held for that
purpose, have indicated their assent as then required by the Constitution of the State of California, nor
unless before or at the time of incurring such indebtedness provision shall be made for the collection
of an annual tax sufficient to pay the interest on such indebtedness as it falls due, and also provision to
constitute a sinking fund for the payment of the principal thereof, on or before malurity, which shall not
exceed forty years from the time of contracting the same.”

ii. CITY"'s use of PFFA to issue bonds under the Bond Approvals, instead
of CITY issuing the bonds in its own name, is an artifice and subterfuge designed to circumvent the
yoter-assent requirement of Section 99 because the transactions contemplated by the Bond Approvals
are described as creating no more obligation on CITY s part, over and above making lease payments
in one fiscal year as consideration for the right to use and possess the leased property during the same
period. However, the documents memorializing the contemplated transactions oblige CITY to domore
in future fiscal years than simply making such lease payments in exchange for the use and posscssion
of the Jensed property enjoyed during that yeat. Such obligations include but are not limited to requiring
each member of CITY 's city council to commit as part of the Bond Approvals to vote and take all other
necessary and/or appropriate actions in future fiscal years to allocate, appropriate, and budget enough
money to make the lease payments required in those years; creating obligations on the part of CITY to
lease its property to PFFA beyond the current fiscal year; and, under Section 3.01 of the master [ease
recorded as document no. 2012-0382823 in the San Diego County Recorder’s Office, requiring CITY
to use the sub-leased property s0 as to permit PFFA to carry out its agreements and covenants contained
in the master lease and in the indenture contemplated by the Bond Approvals. These obligations are
not contingent. Given the structure of the fransaction contemplated by the Bond Approvals, PFFA
could not generate the funds necessary to cover CITY 's portion of the costs for the CIP Projects without

CITY’s consent to participate in the fransactions in the manner required by the Bond Approvals--even

REVERSE-VALIDATION COMPLAINT FOR DECLARATORY AWD IRJUNCTIVE RELIEF Page 12
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if there were no voter-assent requirement under Section 99, Fusthermore, CITY s general fund and/or
property may be obligated to repay the bonds either indizectly (as rent payments to PFFA, which are in
turn used to pay the bonds) or divectly (IFPFFA defaults on the bonds); in this regard, CITY property
has been vsed as collateral to secwre repayinent of the bonds, the absence of whick would have

precluded CITY and PRFA from finding willing purchasers of the bonds; thus, CITY is lable under the

Bond Approvals for more than making rent payments 1o PFEA,

i, According to Report to City Council no. 14-01, the assety of CITY
pledged as accurity for the indebtedness contomplated by the Bond Approvals are essential to CITY s
core operations. '

iv.  The Bond Approvals must comply with Govemment Code Section
6547.5. However, compliance with Section 6547 5 requires CITY to contract to expend money beyond
the fiscal year in which it receives the bond procesds contemplated by the Bond Approvals.
= & '3 The CIP Projects to be funded pursuant to the Bond Approvals are limited
tc the maintenance of existing public facilities that CITY has heretofore deforred.  However,
Govemment Code Section 6546 limits the use of revenue bonds to the purpose of “acquiring or
gonsiructing a project,” while Section 6548 1imits use of the proceeds to “the acquisition, construction
and financing of sald project.” Section 6574 imposes on PFFA the obligation to operate, maintain, and
preserve projects financed by bonds it issues in an efficient and economical manner, which obligation
is to be performed separately from the acquisition, construction, and financing made possible by the
jssuance of the bonds,

vi.  Contraryio Govemnment Code Section 6552, the bonds contemplated by
the Bond Approvals do not contain a recital on their face that neither the payment of any portlon of the
principal nor the interest thereon constitutes g debt, Hability, or obligation of RASD or SDHA., Neither
RASD nor SDHA 13 a political subdivision of the State of California.

vii.  Contreryto Government Code Section 6572, the security for payment of
the bonds conteraplated by the Bond Approvals is not limited to revenues of a “project” within the

meaning of Section 6545. In the event of CITY s default, the trustee identified in the indonture may

REVEESE-VALIDATION COMPLATNY FOR DECEARATORY AND [NIUNCTIVE RELsy Page 13
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terminate the lease from CITY 1o PFFA and re-lease the property to a third party. The trustee’s right
10 re-fease the property is also secyrity for payment of the honds,

vili.  The voters of the City of San Diego have not assenied {0 any aspect of
the Bond Approvals. Indeed, there has not even been a vote, As such, the bonds contemplated by the
Bond Approvalscould not satiefy the requirements of te Revene Bond Law of 1941, Government Code
Scction 54300 et sey., because Section 54380 thereof roquires bonds authorized under such law to be
submitted to the voters, Thus, PFTA could not have issued and did not issuc the bonds contemplated
by the Bond Approvals pursuant (o Section 6579,

ix. The voters of the City of San Diegoe have nol assented fo any aspect of
the Bond Approvals. Indeed, there has not even been a vote.

E. The Bond Approvals violated Section 18(a) of Article XVI of the California
Congtitution, In particular:

L Section 18(a) provides as follows: “No county, city, town, township,
board of edueation, or schoo] district, shall incur any indebtedness or liability it any manner or for any
prpose exceading in any year the income and revenue provided for such year, without the assent of
twi-thirds of the voters of the public entity voting at an election to be held for that purpose, except that
with respect to any such public entity which is authorized to incur indebtedness for public school
purposes, any proposition for the incurrence of indebtedness in the form of general obligation bonds
for the purpose of repairing, reconstructing ot roplacing publie schoel buildings determined, in the
manner prescribed by law, to be struchurally unsafe for school use, shall be adopted upon ihe approval
of a majority of the voters of the public entity voling on the proposition at such election; nor unless
before or at the time of Ineurring soch indebtednass provision shatl be made for the collection of an
annual tax sufficient to pay the intetest on such indebtedness as it falls due, and to provide for a sinking
fund for the payment of the principal thereof, on or before maturity, which shali not exceed forty years
{from the time of coniracting the indebtedness.”

ii. CITY'suse of PFFA to issue bonds under the Bond Approvals, instead
of CITY issuing the bonds in its own name, is sa aififice designed to circurnvent the voter-assent

requirement of Section 18(2). Given the structwre of the fransaction conternplated by the Bond

REVHRSE-VALIDATION COMPLAINT FOR DECLARATORY AND INIGNCTIVE RELLIF Page 14
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Approvals, PFFA could not generate the funds necessary to covey CF'Y”s portion of the costs for the
PDP Project without CITY's consent to participate in the transaction in the manner required by the
Bond Approvalg--even if thers were no voter-assent requirement under Section 18¢a), (The allegations
of violations of the San Dicgo City Charter are incorporated by reforence 1o support the violations of
the California Constitution.)

iti.  The voters of the City of 3an Diego have not assented to any aspect of
the Bond Approvals. Indeed, there has not even been a vote.

G,  The Bond Approvals viclated San Diego Municipal Code Section 22,0901, In

particular:

i The transactions contemplated by the Bond Approvals invelve alease of
CITY property to PFFA and # lease-back of CITYY property from PFFA.

it. Leases of CITY property may not be approved without, amang other
things, & xésolution or ordinance satisfying the requirements of Section 22.0901(a),

' iit, The lense of CITY property to PFFA was not accompanied by aresolution
or ordinance satisfying the requirements of Section 22.0901{a). By way of example and not limitation,
Ordinance O-20330 does net cenlain a stefement of the market vahue of the real property of CITY that
is the subject of the lease, .

15, Owing to the Bond Approvals' non-compliance with all applicable laws, the Bond
Approvals gra nvalid and have no Jegatl effeot.

Proyer

FOR ALL THESE REASONS, Plaintiff respectfully prays for the foliowing relicf against
Defendants (and any and all other partics who may oppose Plaintiff in this proceeding):

A A judpment determining or declaxing that the Bond Approvals o not comply with all
applicable laws in at least some respect, rendering the Bond Approvals null and void, invalid, or
otherwige without legul effect;

B. Injunctive relief prohibiting Defendants from taking any of the action contemplated by
the Bond Approvals unless and until Defendants comply with all applicable legal requirements, as

determined by the Cowrt;

REVERSE-VALIDATION COMPLATNE POR DECLARATORY AND FMIUNCTIVE RELIRE Page 15
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C. Alllegal fees and other expenses incurred in connection with this proceeding, including
but not limited to reasonable attorney fees as authorized by the Code of Civil Procedure; and
D. Any and all further relief that this Court may deom appropriate.
Date: March 31, 2014, Respectfully submitted,
BRIGGS LAW CORPORATION

{
By: . 4 )
Cory ¥ Bliges i

Attorneys for Plaintiff San Diegans for Open Government

REVERSE-VALIDATION COMPLAINT FOR DECLARATORY AND [NJUNCTIVE RELIEF Page 16
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VERIFICATION
STATE OF CALIFORNIA, COUNTY OF  San Bernardino

I have read the forcgoing  Complaint for Declaratory and Injunctive Relief ofc.

and know its contents.

%] CHECK APPLICABLE PARAGRAPH

L} [ am 2 party to this action, The matlers stated in the forogeing document are true of my own knowledge except ss to
those magers which arc stated en infurmation and belief, and as to those matters | believe them to be true.

] Tam {7} anOfficer [J & pariner {Ja of

a parly to this action, and am authorized to make this verification for and on its behalf, and | moke 1his verification for That
reason. £ Tam informed and believe and on that ground cllege that the matters stated in the foregoing document are
trse. 1 The matters stated in the foregeing dovument are truc of my own knowledge except as to those matiers which
2rg stated on information and belief, and as to those musters 1 helieve them o be true,
{x} I am oie of the wtorneys for _San Diegans for Opan Government

a party 1o thig action, Such party is absent from the county of aforesaid where such atiomeys bave their offices, and f make
this verification for and on behall of that party for that reason. | am informed and believe and on that ground alicge that the
Tatters stated in the foreging document are true,

Rxeeuted on  March 31 L0 14 o Upland , California,
| declare under penaity of perjury under the laws of the State of California that the foregoing is trye and porrect,
-
Cory J. Brigas . N
Type or Print Mame i éignamre o
. PROOF OF SERVICE :

STATE OF CALIFORNIA, COUNTY OF

{am employed & the coanty of , Btate of California.
1 am over the age of 13 and not a parly to the within action; my business addresy is,

On 20 , | served the foregoing decument described as

oft ir this action
by placing the true coptes thereof enclosed in scaled envelopes addressed as stated on the attached mailing list:
by placiag [} the original [J a true copy thercof encloacd in sealod envelopes addresscd as follows:

i1 sy MalL
. L.] * 1 deposited such envelope in the mail at , California,
The envelope was mafled with postage thereon fully propaid.
L__] As follows [am “readily familise” with the firm's practice of collection and processing correspondense for mailing.
Undcr that practice i§ would be deposited with US. postal service on that same day with postage thereen fully propaid at
California in the ordinary course of businsss. [ am aware that on motion of the
party gerved, dervice 12 presumed invalid if postal cansetlation date or postage meter date ia more than one day after date of
deposit for mailing in affidavit.
Brecuted on LA Lt , Califernia.
+(BY PERSONAL SERVICE) | delivered such envelope by hang to the offices of the addresses.
Hxecuted on 220t , California,
[j (Stata) 1 declare under penalty of perjury under the laws of the State of Californis that the above is true and correst. 1
i:] (Federal)  declare that T am employed in the office of  member of the bar of this court at whose dircetion the service was
made,

Type or Print Name Signature
* {By MAIL BIGNATURE #UST BE OF PERBON DEFOSITING ENVELOPEIN
MAJL $LOY, BOX, OR BAG)
+(FOR PERSONAL SERVIGE SUBNATURE MUST BE THAT OF MENSENGEH)

2001 ® Amiriean Logalbay, ink,
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Cory J, Bri (Statg Bar m 1?6284) Mekacls M, Gladden (State Bar no. 253673) FLECTROHCALLY FILED
%%E?ﬂf gA tm:t Sute | Superior Court of Galifomnia,
TELEPHONE No 909 949-7115 eamos D09-549-7121 Zounty of San Diego
ArTonmey sonaveney PRBIRGET San Diegans for Open Government Q204 8 o 10-a%a8 A
SUPERIOR GOURT UFCJ\UPOHNM,CQUNYY oF San D]ﬂg{) . .
T et oy STt St S
wana aooness: 330 Wost Broadway MUY

arvawzeceos San Diego, CA 92101
prencr = Central Division

CASE NAME: )
San Diegans for Ouen Government v, City of San Diego et al,
CIVIL CASE OOE\:I:%R SHEET Complox Case Designation OASENUMBER:
Unlimited Limfted I7-2014- 0060021 7 CLUBAL-CTL
{Amount {Amount L] counter L] Joinder omae Judge Judth F. Hayes
demandled dgeornanded is Fited with first appearance by defendant
wxpesds $25,000) 825,008 of iess) {Cal. Rutes of Courd, nule 3.402) OFPT,
ftams 18 below must be complated {see instruclions on page 2},

1, Check ona box helow for the case type that best descrbes this case;

Auto Tort Gontract Provistonaliy Complex Sivik Litigation
B Aulo {22) [:l Breach of contractiwamanty (05) (el Rutes of Gourt, rules 3.400-3.403)
Linlnsured motorist (483 L—:] Ruta 3.740 coliections {69} E.-.] Antlirust/Treds regulation (93}
Gther PYPDWD (Personad Infury/Fraporty EI.'J Other collastions (05} mm Construction defect {10)
Damago/Wrongful Doattt) Tost Insurance coversge {18) L_| Mass tort {40)
Asbeston (04) Other pontract{37} D Securities Hilgation {28}
Froduct Habiity (243 feal Proparty Environmantai/Toxlc tort (30)
Medica majpractics {45) ] Eeinent domainfinverss i o coverags clal g from the
1 oumer Furpmm 23 congamnation (14} ahove listed provistonsly eumpiex case
Nty FIPRIWO (Other) Tart [ Wramglul eviction {33) tpes (1)
Busiress torfunfaly business practice (07) [ thor roat proparty (26) Enfdreamant of Judgaont
E::] Chyil rights (08) Linlawful Dotaing L._.l Enfercesnant of judgmest (20}
L] oofemetion (13) Commarclal {31} Miscoltansous CiviE Comp
L] Fraudie) L] Resivontial (32) 1 mico@n
% Irtetiochal propery (19) ] orugs (38 7] Ottter complalnt (nol specifed above) {42)
Profsselonat segliganea {25) Judicial Review Misoltansous Glvl Eetition
Olor ron-PHIDIWD tort (35) ] Asselforeinre (05)

Partnership and corporate govarnance (21}

Employmant Petition re: arbltratian awasc {11) [ ener petition gnot speciied abova) (43)

VWeongfi tarrmination (36) ] it of mandate (02)
[ otmer empioymant (15) Diher judicisl ravisw (38}

2 Thiscase || |o4isnot  complex under rula 3400 of the Galifarnia Rules of Cour. If the cass I8 complax, smark the
factors requirlng exceptional fudicial menagemant:

a i—j Large number of separately repragsented pariles a7 Lage number of witnesses

b, i:j Extansive motlon pragtice refsing difficult or novel e, l::] Coardination with related actions panding ia one or more colrds
issues that will be fime-conauming o resolve in other counties, stalos, or countdas, or In e federal court

o [ ] Substantial amount of dosureniary evidence £ [ substansat postiudgmant judicial supervision

. Remedies sought {oheck af that anpiy. af__] monetary  b.[F7 1 nonmonetary: deciaratory or Injunctive raliet 6. Jpunitive
. Number of cayses of aclion (specifyl: One

. This case l::} 18 I¥isnot  achss action sul,
If therre are any known related cases, fila Bnd serva a notice of related casa. (¥ou mey use forh CARG15.}

pater March 31, 2014
Cory 3. Briggs
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= Flia this cover sheet in addition o any cover sheal required by local court rule.

» if this case Is complex under rue 3.400 et seq. of the Callfornia Rules of Court, you must serve a copy of thls cover sheet on all
whier parlies 10 the action or proceeding.

* Unless this is a ceflections case under ride 3,740 or 8 complex cass, this cover sheet will be used for staflsiical puposes only,
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SUPERIOR CQURT OF CALIFORNIA, CQUNTY OF SAN DIEGG
STREET ADDRESS: 430 W Braotwy

MALING ADDRESS:  230-W troodway

CIEY AND 2IP CODE: e Digga, CA 821010027
BRANCH HAME: Suimot

TELEFHONE NUMBER: (919 450-7008

PLAINTIFF{S}f PETITIONER({S ) San Dlegans For Gpen Govemment

DEFCNDANT(S} / RESPONDENT(S): Chy of San Disgo et al,

SAN DIEGANS FOR OPEN GOVERNMENT VB, CITY OF SAN DIEGO [IMAGED]

NOTICE OF CASE ASSIGNMENT CASE HUMBER:

and CASE MANAGEMENT CONFERENGE 37-2014-0000821 T-CUME-CTL
CASE ASSIGNMENT

Judge: Judith F, Hayes Department: C-68

COMPLAINTIPFETITION FILED: 04/01/2014

TYPE OF HEARING SCHEDULED DATE TIME DEPT JUDGE
Chvil Case Management Conference T4 10:06 am 68 Judith F Hayes

A case management statement must be completad by counsel for ali parties or self-represented Iigants and fimely filed with the court
at least 15-days priof to the infial case manageriant conference. (San Dego Lacal Rules, Division 11, CRC Ruwe 3.7725).

All counsel of record o parties in pro per shall sppear el the Cage Management Conference, be familiar with the case, and ba fully
prepared to participate effeclively in ths hearing, including disclssions of ADR™ optiens,

T8 THE DUTY OF ZACH PLAINTIFF (AND CROSS-COMPLAINANT) TO SERVE A COPY OF THIS NOTICE WITH THE
COMPLAINT (AND CROSS-COMPLAINT), THE ALTERNATIVE DISPUTE RESCLUTION (ADR) INFORMATION FORM (8DSC
FORM #CIV-730), A STIPULATION TO USE ALTERNATIVE DISPUTE RESQLUTION {ADR) (SDSC FORM #CIV-362), AND OTHER
DOCUMENTS AS SET OUT IM SBST LOCAL RILE 2.1.5.

AlLL COUNSEL WILL BE EXPECTED TQ BE FAMILIAR WITH SUPERICR CQURT RULES WHI|CH HAVE BEEN PUBLISHED AS
DIVISIGN 11, AND WILL BE STRICTLY ENFORCED.

TIME STANDARDS, The following tmeframaa apply to general civil cases and must be adhered to unfess your have requested and
been granted an extension of time. General chvil cases consist of all Civll cases excopt: small claims proceadings,
civil petitions, unlawiu detainer proceedings, probate, guardianship, conservatorship, jJuvenlle, parking citation
appeals, and family law procesdings,

COMPLAINTS; Complaints and all other documents listed in SDBC Local Rude 2.1.5 must be served on all naned defendanis, and
a Gerliflcate of Service (8DSC form #C1V-345) filed within 60 days of fing.

DEFENDANTS APRPEARANCE: Defendant mus! generally appear within 30 days of service of the comg?aint. {Plaintiff may
stlpulata to no more than 15 day extensicn which must be in writing and filed with the Court.) (SDSC Local Rule 2.1.8)

JURY FEES: tn order to preserve the right fo a jury trial, each party demanding a jury trial shalt pay an edvance jury foe in tho
amount of ane hundred ity doflars ($150) for each party on or before the date scheduled for the Mitlal case managemert
confgrencs in the action.

FALTERNATIVE DISPUTE RESOLUTION (ADR):_THE COURT ENCOURAGES YOU TO CONSIDER UTWIZING VARIOUS
ALTERMNATIVES 1O TRIAL, INCLUDING MEDIATION AND ARBITRATION, PRIOR TO THE CASE MANAGEMENT CONFERENCE.
PARTIES MAY FILE THE ATTACHED STIPULATION TO USE ALTERNATIVE DISPUTE RESOLUTION {SDSC FORM AGIV-369}

§DSC CIV-721 (Rev. 08-12) rrges 1
NOTICE OF CASE ASSIGNMENT
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Superior Court of California
County of San Diego

NOTICE OF ELIGIBILITY TO eFILE
AND ASSIGNMENT TO IMAGING DEPARTMENT

‘This casce is eligible for eFiling. Should you prefer to electronically file documents, refer fo
General Order 810313 at www.sdeourt.cagov for yules and procedures or contact the Court's
eFiling vendor at www.onelegal.com for information.

This case has been assigned to an Imaging Department and original documents attached to
pleadings filed with the court will be imaged and destroyed. Original documents should not be
filed with pleadings. If necessary, they should be lodged with the court under California Rules of
Court, rule 3.1302(b).

On August 1) 2011 the San Diego Superior Court began the Tlectronic Filing and Imaging Pilot
Program (“Program’™). As of August |, 2011 in all new cases assigned to an Imaging Department ail
filings will be imaged clectronically and the electronic version of the document wil! be the official
coutt fite. The official court file will be elecironic and accessible at one of the kiosks located in the
Civi! Business Office and on the Internet through the court’s wehsile.

You should be aware that the electronic copy of the filed document(s) will be the official court
rocord pursuant to Governmen( Code scotion 68150, The paper filing will be imaged and held for
30 days. After that time it will be destroyed and recycled. Thus, you should not attach any
original documents fo pleadings filed with the San Diego Superior Court. Original documents
illed with the court will be imaged and destroyed except these documents specified in
Califorria Rules of Court, rule 3.1806. Any original documents necessary for a motion hearing or
trial shall be lodged in advance of the hearing pursuant to California Rules of Court, rufe 3.1302(h).

It is the duty of each plaintiff, cross-complainant or petitioner to serve a copy of this notice with
the complaint, cross-complaint or petition on all parties in the action.

On all pleadings filed after the initial case originating filing, all parties must, to the extent it is
feasible to do so, place the words *IMAGED FILE” i all caps immediately under the title of the
pleading on ail subsequent pleadings filed in the action.

Please refer to the General Order - Imaging located on the
San Diego Superior Court website at:

hitp:www . sdeourt.ca.gov/CivillmagingGeneral Order

Paga: 2
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SUPERIOR COURT OF CALIFORNIA, COUNTY OF SAN DIEGO

Diego [IMAGED

NOTICE: Alj plaintiffs/cross-complainants in a general clvil case are required to serve a copy of the following
three forms on each defendant/cross-defendant, together with the complaint/cress-complaint:
{1) this Alternative Dispute Resolution {ADR)} Information form (SDSC form #CIV-T30),
{2} the Stipulation to Use Alternative Dispute Resolution (ADR) form (SDSC form #CIV-358), and
{3) the Notice of Case Assignment form (SDSC form #CIV-721),

Most civil disputes are ragolved without filing a lawsuit, and most civil lawsuits are resolved without g trial. The courts,
community organizations, and private providers offer a variety of Alternative Dispute Resolution {ADR) processes to help
peaple resolve disputes without & trial. The San Diego Superior Court expects that Htigants will uiliize some form of ADR
ag a machanism for cage settlement before trial, and it may be beneficial {o do this early in the casc.,

Below Is some information about the potential advantages and disadvantages of ADR, the most common types of ADR,
and how te find a local ADR program or neutrat. A form for agrecing fo use ADR s attached (SDSC form #CIV-359),

Potential Advantages and Disadvantages of ADR
ADR may have a veriely of advantages or disaclvantages over e trlal, depending on the type of ADR process used and the
particular case;

Potential Advantages Potential Disadvantages

* Savas lime + May take morse time and money IT ADR does not

« Baves money resolve the dispute

= Qives parties more control over the dispute = Procedures to learn aboul the other side’s case {discovery),
resalution process and outcorne jury trial, appeal, and other court protections may be limited

* Praservas or improves rolationships or unavailable

Most Common Types of ADR
You can read more information about these ADR processes and watch videos that demonstrate them on the court’s ADR
webpage at htin:fwww.sdcourt.ca goviadr.

Mediation: A nsutral person called a "mediator” helps the parties communicate in an effective and constructive marniner
so they can try 1o settle thelr dispute. The mediator does not decide the autcoma, but helps the parties to do so.
Mediation is usually confidential, and may be particularly usefil when parties want or need to have an ongeing
relationship, such as In disputes betwean family members, neighbors, co-workers, or business partners, or when parties
want te discuss non-legal concerns of creative resolutions that could not be ordered at & tnal.

Settlement Conference: A judge or ancther neutral person called a "setilement officar” helps the parties o undarstand
the strengths and weaknesses of their case and Lo discuss settiement. The judge or sattlement officer does not make a
decision in the case but helps the parties to negotiate a settiement. Settlement conferences may be particularly helpfid
when the parties have very differant ldeas about the likely outcoma of a trial and would like an experienced neutral to help
guide them toward a resolution.

Arbitration: A neutral person calied an “arbitrator” considers arguments and evidence presented by each side and then
decides the outcome of the dispute. Arbitration is less formal than & trial, and the rules of avidence are usuatly relaxed. If
the parties agree to binding arbitration, they waive their right o a trial and agree 1o accept the arbltrator's decision as final,
With nonbinding arbitration, any party may reject the arbitrator's decision and request a trial. Arbitration may be
appropriate when the parties want another person to decide the ouicome of their dispute bul would like o avoid the
formalily, time, and expense of a {rial.

SDAG CIV-780 (Rov 1210 ALTERNATIVE DISPUTE RESOLUTION {ADR} INFORMATION Fage: 1
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Other ADR Processes: There are several other types of ADR which are nat offared through the court but which may be
obtainod privately, including noutral evaluation, conclliation, fact finding, mini-trials, and stmmary jury trials. Sometimes
parties will try & combination of ADR processes, The important thing is 10 fry to find the type or types of ADR thal are
most likely to resolve your dispute. Be sure to jearmn about the rules of any ADR program and the qualifications of any
neutral you are considering, and about their fees,

Locat ADR Programs for Civii Cases

Mediation: The San Diego Superior Court maintaing a Clvii Mediation Panel of approved mediators who have met
certain minknum qualifications and have agread o charge $150 per hour for each of the first twa (2) hours of mediation
and their regular hourly rate thereafter In court-referred mediations,

On-ling mediator gearch and selection: Go to the court's ADR webpags al www.sdeourt ca cov/adr and click on the
“Medialor Search” to review individual mediator profiles containing detalied information about each mediator including
their dispule reselution training, relevant experience, ADR specially, education and employment hislory, mediation sivie,
and feas and to submit an on-line Madialor Selaction Form {SDSC form #CIV-005), The Civil Mediation Panel Lisi, the
Available Medlator List, individual Mediator Profiles, and Mediator Selection Form (CIV-005) can alse be printed from the
court's ADR webpage and are avaiiable at the Mediation: Program Office or Civil Business Office at sach court location.

Settlement Conference: The judge may order your case 1o a mandatory settiement conference, or voluniary seitlement
conferences may ba requasted from the court if the parties canify that: {1} settlemant negotiations between the parties
have been pursued, demands and offers have been tendered In good faith, and resolution has falled; (2) a judicially
supervised setilerent conference presenis a substantial opporlunity for settlement; and (3} the case has developed o a
point wharg all parties are legally and factually prepared to present the Issuas for settiement consideration and Turther
discovery for sotliemont purposes is nol reguired. Rofar to SDSG Local Rule 2.2.1 for more information. To scheduie a
sellement conference, contact the department to which your case is assigned.

Arbitration: The San Disgo Superor Court maintains a panel of approvad judicial arbitrators who have practiced faw for
& minimum of five years and who have a cerlain arnount of trial andfor arbitraion experfence, Refer to S308C Local
Ruies Division i, Chanter 11l and Code Civ, Proc. § 114110 et seq or contact the Arbitration Program Office at (819)
450-7300 for more information.

Mare information sbout court-connected ADR: Visit the court's ADR webpage at www.sdeourt.ca.goviadr or contact the
court's Madiation/Arbitration Office at {§19) 450-T7300.

Dispute Resolution Programs Act (DRPA) furided ADR Programs: The following community dispute resolution
programs are funded under DRPA (Bus. and Prof. Code §8 465 et seq.):
+ in Centred, East, and South San Diego County, sontact the Nationat Canflict Resclufion Canler INCRCYal

www.nerconling.com or (619} 2382400,
+ I North San Dlego County, contact North County Lifeline, Inc, at www.nolifeline org or (760} 726-4800.

Private ADR: To find a private ADR program or neultral, search the Internet, your local telephone or business diractory,
or legal newspaper for dispute resolution, mediation, settferment, or arbitration services,

Lepal Representation and Adviee

To participate effectively in ADR, it is generally important to understand your legal righte and rasponsibititiss and the
likely outcomes H you wont fo trial. ADR nautrals are not allowed to represent or to give legal advico to the pariicipants in
the ADR process, If you do not already bave ain altomey, (be Califorida Slate Bar or your tosal Counly Bar Association
can assist you in finding an attorney. Information about obtaining free and low cost legal assistance is alse available on
the California courts wehsile at www.courtinfo.ca,govselfisinoweast,

SOEC G130 ife 12410} ALTERNATIVE DISPUTE RESOLUTION {ADR) INFORMATION [
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SUPERIOR GOURT QF CALIFORNIA, COUNTY OF SAN DIEGO
STRCCT ADBRESS: 330 West Broadway
MAILING ADDRESS: 330 West Broadway
Olfy, STATE, & 21P CODE; Ban [Hego, CA 92101.3827
BRANCH NAME: Gentral

PLAINTIFF{B):  Sen Dlegans For Open Government

DEFENDANT(S): City of San Diego et.al.

SHORT TITLE, ~ 34N IEGANS FOR OPEN GOVERNMENT VS. CITY OF SAN DIEGO

FOR COLURT USE ONLY

STIPULATION TCO USE ALTERNATIVE
DISPUTE RESOLUTION (ADR)

CASE NUMBER;
37-2014-00009217-CU-MC-CTL

Judge: Judith F. Hayes

Department: G-68

The parties and their atiorneys stipuiate that the matter s at issue and the ¢laims in this action shall be submitled to the following

alternative dispute resolution (ADR} process. Selection of any of these options will net delay any case management timetines.

1 Mediation (cous-conpected)

Voluntary seitlement conference {private)

Maulral evaluation {private)

O o.a

Other {specily e.g., private mini-irial, privele judge, els.):

(] Non-binding private arbiration

Medlation {private) [ sinding private aritratior:

] ton-binding judiciat arbitration {discovery until 15 days before tal}

| Norn-binding judicial arbitration {dlscovery untll 30 days before triaf)

It is also stipuiated that the following shall serve as arbitrator, mediator o other neutral: (Name)

Alemate neutral (for court Glvil Medlellon Program and srbitralion only)

Date:

Name of Plaintiff

Signature

Nama of Plaintiff's Attomey

Slgnature

Date:

Mame of Defendant

Signaturo

MName of Defendant’s Allernay

Signhature

If there are more partles andfor attorneys, please altach addtional completed and fully executed sheels,

It s the Guly of the parlies to notify the cour of any setlement pursuant 1o Cal, Rules of Court, rule 2,1205. Ugon natificatlon of the seltiemsn,

the cotitt will place his mattat on a 4h-day dismigsal calendar.
Mo new parties may be added without ieave of court,
IT IS 30 ORDERED,

Dated: 04/01/2014

JUDGE OF THE SUPERIOR COURT

SHAC CIV-50 {Rey 1210}
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ELECTRONIC FILING REQUIREMENTS OF THE

SAN DIEGO SUPERIOR COURT

These requirements are issued pursuant to Cadlifornia Rules of Court
{"CRC"}, rules 2,250 et seq., Code of Civil Procedure Section 1010.4, and
San Diego Superior Court Generat Crder: In re Procedures Regarding
Electronically imaged Court Records, Electronic Fiing, and Access 1o

Hlectronic Court Records,

Effective November 1, 2013, documenis thati'are determined fo be
unaccepiable for efiling by the Court due Yo eFiling system reskictions or
for fallure to comply with these requirements will be rejeclted subject to
being allowed to be flled nunc pro tunc to the orlginal submiffal date upon
ex-parte application to the court and upon good cause shown,

it is the duty of the plaintiff {and cross-complainant) o serve a copy of the
Genergl Order of the Presiding Depariment, Order No. 010313, and
Electronic Filing Reguirements of the San Diego Superior Court with the
complaint {andg cross-complaint}.

PERMISSIVE eFILING
Effective Jonuary 7, 2013, the court aliowed subsequent documents fo be
fled electronically in predetermined non-mandated civil cases in the

Central Division by the Soft Launch Authorized Project Parficipands.

Page 1 of7
Revised 11-5-13
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Effective March 4, 2013, documents may be filed electronically in non-
manddated civil cases in the Central Civil Division where either: {1} the case
is first initiated on or after March 4, 2013; or (2} the case is already pending

as of March 4, 2013 and has been imaged by the court,
MANDATORY eFILING

The cose types that shall be subject to mondatory efiling are: civil class
actions, consolidated and coordinated actiorns where ol cases in\}olved
are Imoged caoses; and actions that are provisionally complex under CRC
3.400 ~ 3.403 {as set forth in the Civil Case Cover Sheet, Judicial Council
form CM-010 - but not including Construction Defect actions). "Complex
cases” included in mandatory efiling include Antitrust/Trade Regulation,
Maiss Torl, Environmental/Toxic Tort, and Securities Litigation cases, as well
a5 insuronce coverage claims arising from these case types. Consiruction
Detect cases. currently being elecironicdaily filed through File8Serve Xpress
(tka Lexis Nexis File&Serve) website, will continue fo be electronlcally fied

through that system until further notice.
For cases of the type subject fo mandatory efiling that are inffioled on or
after March 4, 2013, all documents must be filed electronically, subject to

the exceptions set forth below.

For cases of the type subject lo mandaicry efiling that are already

pending as of March 3, 2013, and provided that the case has been

Page 2of 7
Revised 11-513
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imaged by the court, all documents filed on or after March 4, 2013 must

be filed electronically, subject to the exceptions set forth below.

A party moy request to be excused from mandatory electronic filing
requirements, This request must be in wiiting and may be made by ex
parte application to the judge of department to whom the cose is
assigned, The clerk will not accept or fle any documents in paper form
that are required to be tiled electronically, absent a court order allowing

the filing.
Selfrepresented lifigants are not required to efile in a mandaiory eFile
case; however, they may eFile if they choose to do so and/for are

otherwise ordered 1o eFile by the court.

REQUIREMENTS FOR ALL eFILERS

eFile documents can only be filed through the court's Electronic Filing and

Service Provider {the “Provider”). See www.onelegal.com,

cFlers must comply with CRC 2250 - 2.261. Alo, dli documents
electronically fled must be in a pdf format using Adobe Acrobat version 7
or higher that is also a fext searchable format, Le. OCR. The court is
unable fo accept documents that do not comply with these reauirements,
or documents that include but are not limited to: digitized signatures,
fillable forms, or o negative image.

Page 3of7
Rovised 11-5-13
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Documents that contain exhibits rmust be bookmarked, as set forth on the
Provider's site. Documents no so bookmarked are subject o rejection.
Moving papers with exhibits that are nol bookmarked will be rejected.
{See CRC 3.1110(f) with bookmarking being the substitute for plastic tabs

in electronicdlly filed documents.)

Exhibits 1o be considered via a Notice of Lodgment shall not be altached
to the electronically fled Notice of Lodgment; instead, the submitting
party must provide the assigned depariment with hard coples of the
exhibits with a copy of the Notice of Lodgment that include the efiling
Transaction 1D# nofed In the upper right hand corner.

Unless otherwise required by law, per CRC 1.20 (b} only the last four digits
of o socigl security or financial account number may be reflected in court
case filings. Exclusion or redaction is the responsibility of the filer, not the
clerk, CRC 1.20{b}{3). Failure to comply with this reguirement may result in
monetary sanctions, CRC 2.30(b).

Proposed filings, such as proposed court orders and amended complaints,
should be submitted as an exhibit and then re-submitted os a separate
and new efiling transaction once the Court has ruled on the matter to

which the proposed document applies. See also CRC 3.1312.

Any document filed electronically shall be considered as filed with the

Clerk of the Supertior Court when it is first transmitted fo the vendor and the

Page 4 of 7
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fransmission is compie‘l‘ed,'excepf that any document filed on o day that
the courl is nol open for business, or after 5:00 p.m. (Pacific Standard Time})
on a day the court is open for business, shali be deemed {o have been
filed on the next court day.

Please be advised that you must schedule a motion hearing date directly
with the Independent Calendar Depaortment. A mofion filed without an
appointment, even when a conformed copy of the filing is provided by

the court, is not scheduled and the hearing will not occur.

f a hearing is set within 2 cowrt days of the fime documents are
electronically filed, litigant(s} must provide hard copies of the documents.
to the courf. Transaction ID numbers must be noted on the documents 1o
fhe extent it is feasible to do so. Hard copies for Ex Parte hearings must be
delivered directly to the department on or before 12 Noon the court day

immediately preceding the hearing date.
An original of ol documents flled electronically, including orginal
signatures, shall be maintalned by the party filing the document, pursuant

to CRC 2.257.

DOCUMENTS INELIGIBLE FOR ELECTRONIC FILING

The following documents are not eligible for efiling in cases subject to
either mandatory or permissive filing, and shall be filed in paper form:

Poge 5of 7
Reovised 11-5-13
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¢ Sofe at Home Name Change Petitions

« Civil Harassment TRO /RO

s Workpiace Violence TRO / RO

« Hder Abuse TRD /RO

¢ Transitional Housing Program Misconduct TRO /RO
« School Viclence Prevention TRC / RO

o Qut-of-State Commission Subpoena

s Undertaking / Surety Bonds

« Request for Payment of Trust Funds

o« Writs

» Notice of Appedal of Labor Commissioner

* Abstracts

» Warranis

» Settlement Conferance Briefs {fo be lodged)

« Confidentiol document Iodged conditionally under seal

» Interpleader actions pursuant to CC2924j

The following documents may be fifed in paper form, urless the court

exprassly directs otherwisa:
o Docurments filed under seal or provisionally under sedd pursuant to.

CRC 2.551 [although the motion to file under sedl itself must be

electronically filed)

Page éof 7
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« Exhibils to declarations that are real objects, l.e. construction
materials, core samples, elc. or other documents, Le. plans,
monuals, etc., which otherwise may not be comprehensibly
viewed in an electronic format may be filed in paper form

DOCUMENTS DISPLAYED ON THE PUBLIC-FACING REGISTER OF ACTIONS

Any documents submitted for efiling {(and accepted) will be filed and
displayed on the San Diego Supericr Court's public-facing Register of

Actions with the exception of the foliowing documents:

« CASp Inspection Report

« Confidential Cover Sheet ~ False Claims Action

« Confidential Statement of Debtor’s Social Security Number

+ Financial Staternent

» Reqguest for Accommodaiions by Persons with Disabilifes and
Court's Response

e Defendant / Respondent Information for Order Appeinting
Attorney Under Service Members Civil Relief Act

s Reguest to Waive Court Fees

+ Reqguest to Waive Additional Court Faes

Documents not included in the list above, that are infended to be kept
configential, should NOT be eFiled with the court.

Paga7 of 7
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JAN 02 2014

By BLAIN SABLAN, Deputy

THE SUPERIOR COURT OF THE STATE OF CALIFORNIA
COUNTY OF SAN DIEGO

IN RE PROCEDURES GENERAL ORDER OF THE

~ PRESIDING DEPARTMENT

REGARDING .
" ORDER NO. 010214-24

ELECTRONIC FILING

THIS COURT FINDS AND ORDERS AS FOLLOWS: .

On August 1, 2017, the San Diego Superior Court (“court’) began an Electronic
Filing and Imaging Pilot Program ("Program”) daéi.gned to reduce paper filings and’
storage, facilitate electronic access to civil court files and, in Phase Two, allow remote
electronic filing ("E-File" or “E-Filing") of papefs in clvil cases. The ullimate goal of the
Program is to create a paperiess or electronic file in all civif cases, as well as in other
case categories.

Phase One of the Program, describe& in General Order: I re Procedures
Regarding Flecfronically Imaged Court. Reconds, Eleclronic” Filing, and Access fo
Electronic Court Records, involved the cowrt's scanning of papers in newly filed cases in

designated divisions and departments (the “imaging Project’). Phase Two of the

Program involved the implementation of electronic filing by counsel and parties through

the sourt's E-File Service Provider, One Legal. Flectronic filing under Phase Two of the
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Program was limited to the Central Givil Division only and it excluded Probate and

Construction Defect Cases. Electronic filing under Phase Three of the Program

|{expanded electronic filing to include permissive electronic filing in Probate cases. North

County Civil Divisions of the Superior Gourt and Construction Defect cases, in the
Central Division, were excluded from Phase Three of the Program.
GENERAL E-FILING REQUIREMENTS

Documents can only be electronically filed through the court's electronic service
provider (the ‘Provider”). E-file Provider information is available on the court's website.

Any document filed electronically shall be considered as filed with the Clerk of
the Superior Court when it is first transmitted to the Provider and the transmission is
completed, except that any document filed on a day that the caurt is’ not open for
business, or after 5:00 p.m. (Pacific Time) on a day the court is open for business, shall
be deemed to have been filed on the next court day.

Additional and more specific information on electronic filing can be found on the
court's website. '

This Order shall expire on December 31, 2014, unless otherwise ordered by this
court.

r— A/M%M

Dated: January 2, 2014
DAVID J. DANIELSEN
PRESIDING JUDGE
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JAN [ GOLDSMITH, City Attorney
DIANIEL F. BAMBERG, Assistant City Attomey

s
Clork ot e Superlf’s Couy m

MEGHAN ASHLEY WHARTON, Deputy City Attomey HOY 2
California State Bar No, 250498 «1) 2014
Office of the City Atiorney By: M. CHAVAR .
1200 Thixd Avenue, Suitc 1100 ' Dapury
San Diego, California 92101-4100 Excmpt from feer per Gov’t Code § 6103
Telephone: (619) 533-5800 “Fo the benefit of the City of San Diego
Fresimile: (619) 533-3856
Attorneys for Defendants City of San Diego,
City of San Diego Snuccessor Agency,
Housing Awnthority of the City of San
Diego and Public Facilities Financing
Authority of the City of San Diego
SUPERIOR COURT OF CALIFORNIA, COUNTY OF SAN DIEGO
SAN DIEGANS FOR OPEN GOVERNMENT, |Case No. 37-2014-00009217-CU-MC-C1L
Plaintiff,
j STATEMENT OF
V. DECISION AND JUDGMENT
CITY OF SAN DIEGO; ef al.
| IMAGED FILE
Defendants,
Judge: Hon. John S. Meyer
Dept.: 61

Action Date: April 1, 2014
COALITION OF ANAHEIM TAXPAYERS
FOR ECONOMIC RESPONSIBILITY,

Tnterested Party.

FACTS
In Jaruary and March 2014, the City and the Financing Authority tock actions to
authorize the issuance of lease revenue bonds by the Financing Authority (the "2014A Bonds",
"2014A Bond Approvals” and the "2014A Bond Issuance"). The City intends to use the proceeds
from the 2014A Bond Issuance to fund 22 different infrastructure projects throughout the City.
As part of the 2014A Bond Issuance, the City and the Financing Authority will execute the
Second Amendment to Site Lease under which the City will lease certain city-owned propertics

BR9698

[FROPOIH] S TATEMENT OF DECISION AND JUDGMENT
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("2014A Leased Propesties™) to the Financing Authority for a nominal rent amount. The City and
the Financing Authority will then execute the Second Amendment to Facilitics Lease under
which fhe Financing Authority will lease the 2014A Leased T'ropertics back to the City for
annual rent payments in an amount roughly sufficient to pay the debt servies on the 2014A
Bonds.
STATEMENT OF DECISION ON ALL LEGAL ISSUES IN DISTUTE

1. The 2014A Bond Approvals do not violate sections 90(a) and 99 of the Charter of
the City of San Dicgo, California ("Charter Debt Timitations”) or section 18 of article XVI of the
Cakfornia Constitution ("Congtituiional Debt Limitation") fir the following reasons:

2. The Charter Debt Limitations and the Constitutional Debt Limitation do
not prohibit the 2014A Bond ssuance by the Financing Aulhority. The Charter Debt Limitations
and the Constitutional Debt Limitation do not apply to the Financing Authoxily. .R.ir]arl v, City of
San Dicgo, 18 Cal.4th 1035, 1043 (1998),

b. The Financing Authority has a genuine separatc cxistence from the City
pursuant to Government Code sections 6503.5 and 6507. The Court will not disregard the
separate legal existence of the Financing Authority and deem the Financing Authority's
repayment obligation for the 2014A Bonds to be a debt of the City subject to the Charter Debl
Limitations and the Constitutional Debt Limitation. The City's treatment of the debt of the
Financing Authority in its financial statements does not convert the Financing Authority's debt
into debt of the City or otherwise make the debt subject to the Charter Debt Limitations and the
Constitutional Debt Limitation, The fact that two ar more of the Defendants are governed by the
members of the San Diago City Council does not allow the Cowt to disregard the law
establishing the separale existence of each Defendant. _

C. The City's obligation to pay ront under the terms of the Second
Amendment to Facilities Lease does not constitute a debt that is subject to the two-thirds voter
assent requirement of the Charter Debt Limitations and the Constitutional Debt Limitation. The
City's obligation to pay rent under the terms of the Second Amendment to Facilities Leaseis a
contingent obligation that does nat require voler approval for the following reasons: (a) each of

896725 2
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the City's rent payments will be made to the Financing Authority in consideration of the right to
occupy and use the 2014A Leased Properties; (b) the City's obligation to pay rent abates if the
Financing Authority fails to tender t the Cily the right to occupy and use the 2014A Leased
Properties in any year; and (¢) the Financing Authority has no right to accelerated payment of
rents if the City breaches the terms of the Second Amendment to Facilities Tease. See Rider v.
City of San Diego, 18 Cal.4th 1035, 1047-1051 (1998), City of Los Angeles v. Offirer, 19 Cal 2d
483, 484-487 (1942), Dean v Kuchel, 35 Cal.2d 444, 446-48 (1950).

d. The Court finds that the Supreme Court's decision in Rider governs this
issus. The Court further determines that the factual differences between the circumstances ol the
2014A Bonds transaction and the bond transaction challenged in Rider are not relevant in any
material way.

e. ‘I'he limitation set forth in the second senteince of Charter section 90(a) is
not relevant to the issues now befors the Court because it only applies when the City acts to
contract indebiedness.

2, The Court finds that the 2014A Bond Issuance will not violate Charter section 93
becausc City doos not pledge the faith and credit of the City to repayment of the 2014A Bonds.
The City's agreement to pay annual rent under the terms of the Second Amendment to Facilities
T.easc docs not constitute a pledge of the faith and credit of the City, Further, the City's
agreement to the terms of the Second Amendment to Site Lease as part of the 2014A Bond
Issuance docs not constitute an illegal gift of public funds in violation of Charter section 93,

3. The 2014A Bond Approvals do not viclate the San Diego Municipal Code Section
22.0001(2)

4, The Financing Anthority is lawfully constituted under the Third JT'A. The
Financing Autherity is a lawful joint powers authority authorized to issuc the 2014A Bonds
pursuant to the Marks-Roos Local Bond Pooling Act of 1983,

' 5. California law does ot restrict the authority of the Heusing Authority to
participate in the Financing Authority.
I

8967725 ’ 3
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6. California law does not restrict the authorify of the Successor Agency to
participate in the Financing Authority.

7, As constituted under the Third JPA, the Financing Authority is authorized and
empowered to conduct the 2014A Bond Issuance. /

3. As to any claims, causes of action or requests for relief set forth in the Complaint
and not argued by Plaintiff either crally or in its trial brief, the Court deems (hose claims, causes
of action or requests for relief resolved in favor of Defendants.

0. As to any affirmative defense not argued by Defendants, the Court considers
those defenses abandened,

DISPOSITION

Consistent with the above statoment of decision, this Court enters judgment in faver of

Defendants on all claims, causes of action and requests for relief sst forth in the Complaint.

NOV 2 0 201 JOHN 5. MEVER

Dated:

Honorable John 8. Meyer
Tudge of the Superior Court

896725 4
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IN THE SUPERIOR COURT OF THE STATE OF CALIFORNIA

IN AND FOR THE COUNTY OF SAN DIEGO

DEPARTMENT C61 BEFORE HON. JOHN S. MEYER, JUDGE

SAN DIEGANS FOR OPEN

)
)
GOVERNMENT, )
)
PLAINTIFF, )NO. 37-2014-00009217-CU-MC-CTL
)
vs. )
)
CITY OF SAN DIEGO, )
ET AL., )
)
DEFENDANTS. )
) TRIAL
REPORTER'S TRANSCRIPT
NOVEMBER 3, 2014
APPEARANCES:
FOR THE PLAINTIFF: BRIGGS LAW CORPORATION
BY: CORY J. BRIGGS, ESQ.
MEKAELA M. GLADDEN, ESQ.
99 EAST C STREET, SUITE 111
UPLAND, CALIFORNIA 91786
FOR THE DEFENDANT: SAN DIEGO CITY ATTORNEY
BY: MEGHAN A. WHARTON, ESQ.
1200 THIRD AVENUE, SUITE 1100
SAN DIEGO, CALIFORNIA 92101
REPORTED BY: DANA SARUK, CSR NO. 10653

OFFICIAL REPORTER PRO TEMPORE
SAN DIEGO, CALIFORNIA
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San Diego, California; Monday, November 3, 2014

THE COURT: All right. Back on the record.

MR. BRIGGS: Good afternoon.

THE COURT: Good afterncon. I am not sure what
you wanted to do at this point but let me just say that
I have read some things, I have gone over some things, I
have written down some things, and I think I am prepared
to issue a statement of intended decision, but I wanted
to have just something and a couple questions briefly.
Any problem with that?

MR. BRIGGS: Not from plaintiff.

THE COURT: I know this was set for a two-day
bench trial and we have tomorrow morning, but I am not
sure I want to drag it out.

MS. WHARTON: That's good for the defendant.

THE COURT: This is not as complicated as
originally —— as I had originally thought, and it's been
well presented and there is no issues of fact.

One question that I had that I raised before, I
think the big ticket issue is the rent and the lease
obligations and, as Rider indicates, dealing with what
we have got at issue is stated in a sentence I'm just
going read from Rider dealing with the contingent
liapility. "The classic example of this type of
contract is a lease agreement and in such cases we have
reason that a debt for the aggregate of all rent

payments does not arise at the time the parties execute

SDCRC - 619-810-7622 - www.sd-crc.com

H-6



~ oy W s W =

o

10
11
12
13
14
15
16
17
13
19
20
21
22
23
24
25
26
27
28

the lease so long as liability for each individual rent
payment is contingent on continued use of the lease
property during the period corresponding to that rent
payment."

And it's been proposed, and I think there has
been evidence that the lease in Rider is the same as the
lease in this case. And if it's not exactly the same,
it's pretty similar. In other words, there is no
acceleration clause. If the City defaults on a lease
payment, then what's due is the right to continued
possession on an annual basis, and that means that the
City would be obligated for each year they fail to pay.

So I suppose there is a question, and I think
it's been answered, if the City decides they're not
going to pay, they still have a lease for 30 years, but
there is no acceleration clause. So, theoretically,
they could be made to pay for each year for 30 years,
theoretically, couldn't they or not?

MS. WHARTON: Yes. Upon receiving
consideration, yes.

THE COURT: They have the consideration.

MS. WHARTON: Your Honor, consideration has to
be tendered each year. And I think --

THE COURT: I understand that.

MS. WHARTON: Okay.

THE COURT: But they have an obligation for 30
years. It's a 30-year lease.

MS. WHARTON: Yes.

SDCRC - 619-810-7622 - www.sd-crc.com
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THE COURT: There is no acceleration clause.

MS. WHARTON: And it's contingent every year on
the authority tendering custody —-—- I mean use and
occupancy of the building. If the authority can't
tender that because the building burns down, then there
is no obligation.

THE COURT: I understand that. But it's just
the City says we're out of money, we can't pay, we can't
pay the rent anymore, and they still would owe for each
year. It would still be a liability.

MS. WHARTON: If possession is tendered every
year, yes, they would owe for each year.

THE COURT: You agree with that?

MR. BRIGGS: Yes.

THE COURT: I mean, it's not like they're out
of -- in other words, if they decide they don't want to
continue leasing, they're not out of the lease.

MS. WHARTON: Absolutely not.

THE COURT: No. There is just no acceleration
clause, so it's not like a debt for issuing the bonds
which is, what, 130 million dollars?

MS. WHARTON: Yes, your Honor.

THE COURT: They might be on the hook for that
amount of money, but it wouldn't be immediate, it would
be over 30 years.

MS. WHARTON: That's correct, sir.

THE COURT: That's unlikely, but theoretically

that's what could happen. But there are other

SDCRC - 619-810-7622 - www.sd-crc.com
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considerations, too, because the trustee then would have
the right to relet the premises and that would mitigate
damages. And I think the trustee would have the right
to recover ground rent, which wouldn't be part of the
initial lease. So the lease payments would be paid,
it's just that they wouldn't be paid on an aggregate
basis or with an acceleration clause.

MS. WHARTON: The lease payments can never be
accelerated.

THE COURT: Right. That's for sure.

What -- the lease in Rider, is that in evidence
or not? I know you offered it; I think there was an
objection to it.

MR. BRIGGS: It's not in evidence.

MS. WHARTON: TIt's not in evidence, your
Honor.

THE COURT: But you are representing that it's
the same?

MS. WHARTON: Yes, your Honor.

THE COURT: I don't know if it's going to be an
issue on appeal or not. What's your position about
that?

MR. BRIGGS: The third section in the lease
agreement that's part of the transaction we're suing
over today is not included in the Rider lease and that
has to do with ground rents. There was no ground rents.

THE COURT: Okay.

MS. WHARTON: But that's not an obligation.

SDCRC - 619-810-7622 - www.sd-crc.com
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THE COURT: I understand.

MS. WHARTON: That's something that's separate
and apart.

THE COURT: It's basically the same. There is
no acceleration clause and it's not an aggregate
liability, right?

MR. BRIGGS: That provision doesn't change the
no acceleration component of this transaction.

THE COURT: Okay. Anything else?

MR. BRIGGS: The only thing I was going to add,
your Honor, is that in the earlier Rider case, the City
of San Diego vs. Rider that stopped at the Court of
Appeal, 47 Cal.Appdth 1473, and the pin cite is 1492,
one of the issues that was raised over the Petco Park
lease -- and this did deal with the San Diego Public
Financing Authority, the same JPA issued here -- the
appellate court dismissed of a failure of consideration
argument.

Very quickly, in just two sentences, and I will
read them to do you. "Rider complains that the facility
lease is not supported by consideration because it
obligates the City to pay rent for use of a stadium it
already owns. To the contrary, the City is paying rent
for use of an improved stadium, not for use of the one
it presently owns." I point that out to you to show
that even the Court of Appeal recognizes the distinction
when we're talking about leases that are to generate

money, to improve what is the security for the lease,
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and leases that are to generate money to improve things
other than the collateral on the lease. I just mention
that because I brought that up last week and the Court
of Appeal seems to recognize that there is some
difference there. I just wanted to point that out.

Otherwise, the last thing I will point out is,
you know, we gave you —— they're in evidence —-- the 1987
CAFR for the City versus the 2001 CAFR for the City.
The 1997 CAFR does not show the Convention Center
Financing Authority as a blended component unit. The
City argued last week that it wouldn't have been because
it didn't have any debt.

The amount of debt is not the issue.
Obviously, the Convention Center Financing Authority
existed in 1997 because it was the subject of the Rider
decision that began in 1996. The question is whether it
was a blended component unit whose liabilities would
have been treated as the City's, and those two CAFRs
show you that it wasn't until after 1997 when the
convention center became a blended component unit of the
City.

So the fact that liabilities of the Convention
Center Financing Authority were not the City's, from the
evidence you have before you, they didn't become the
City's until 2001. So that issue could not have been
taken up and required. I just wanted to point that out.

For the record, Evidence Code Section 412,

essentially, if there is better evidence to prove a
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point and the party doesn't put it forward, you can
construe the evidence against them. So I want to state
that for the record.

THE COURT: Okay. Anything else?

MS. WHARTON: I just have a couple of responses
to that. On the Petco Park issue, what he identified,
the language from the Court of Appeals, the only point
that I want to make on that is that no matter what fact
that is, it has no bearing on the contingent nature of
the liability. 2nd that is what the court in Rider is
lcoking at, that's what Offner was locking at, and
that's what Dean was looking at.

Is it contingent? Yes, it's acceptable. There
is nothing else. And so everything that you need to
make that determination, your Honor, is in the four
corners of the lease.

THE COURT: Okay.

MS. WHARTON: The seceond point I want to make
is on the CAFR. The CAFR is to report assets and
liabilities of the City. If the City had a component
unit that didn't have liabilities, there would be no
reason to put it in the CAFR. It's not in the CAFR as a
component unit. It's a blended component unit or a
discreetly presented component unit. It's because it
didn't have any debt, it hadn't issued any debt yet, and
so there was no reason to include it in the financial
reporting for the City. No information was withheld.

As soon as it issued the bond, it was included as a
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blended component unit. Those were the two points I
wanted to make, your Honor.

THE COURT: Let me indicate a statement of
intended decision which will be then put in a statement
of decision. As I indicated earlier, there are no
contested issues of fact in this case. Evervything was
presented by way of stipulation, so there is no factual
issues for the Court to determine. This is a legal
question, and the question is addressed in the Rider
case, and that has been the subject of considerable
discussion.

Really, we have got Rider and Offner and Dean
are really the only three decisions. Offner and Dean
are extensively quoted in Rider. And as I indicated
earlier and I'll indicate again, Rider is a
well-written, straightforward case that begins with a
sentence, quote, "Because of the widespread use of
similar financing plans throughout the state and because
any doubt about the wvalidity of these financing plans
could impact the cost of capital for the improvement of
public resources, we granted review." I think that's
very telling.

Rider discusses the two-thirds vote guestion
and says in a very —-- the following. They discuss an
exception to the two-thirds requirement and they
indicate that "where the liability is contingent, there
is no two-thirds vote requirement." And that's really

all the decision says. It doesn't say because of the
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unique facts in this case. It doesn't say because the
work of improvement is done on the property leased. It
doesn't say because we have got two separate
governmental entities forming the financing district,
this is okay. It is broad. It is decided with the
premise that it's going to be used by every governmental
entity in the state that would otherwise incur a bond
debt. It is really a pretty simple way of eliminating
voter approval by just doing what was done in Rider. So
it doesn't provide any limitations. It doesn't provide
any formulas. It doesn't provide any sort of a road
map.

And in addition to the statement at the
beginning of the case, I'm just going read the last
paragraph again, which I think is also telling. "We are
not naive about the character of this transaction. If
the City had issued bonds to pay for the convention
center expansion, the two-thirds wvote requirement would
have applied. Here, the City and the Port District have
created a financing mechanism that matches as closely as
possible (parenthetically and practical the fact that
it's not informed) a city-financed project but avoids
the two-thirds vote requirement. Nevertheless, the law
permits what the City and the Port District have done.
Plaintiffs are correct that this conclusion allows local
government to burden taxpayers with potentially high
costs that the voters have not approved, but local

governments impose similar burdens on taxpayers every

SDCRC - 619-810-7622 - www.sd-crc.com

H-14



o« BT B - T &1 - L 7S I o5 ]

10
I
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

11

time they enter into long-term leases involving property
of substantial value. We have long held that the
two-thirds vote requirement does not apply to these
leases so long as the obligation to pay rent is
contingent on the continued use of the leased property."
Citing Dean and Offner, among others. So that is the
basis for the legal framework in this case.

Now, there have been differences raised between
this case and Rider. Let me just indicate before that,
in a very general way, what we're talking about. This
is, again, pretty general. It would be the general
facts regarding this transaction. And I think this
begins -- it begins earlier, but for our purposes it
will begin in 2013.

There was an approval of phase 3 capital
improvement bonds in an amount not to exceed 130 million
dollars over a 30-year term to be issued by the Public
Facilities Financing Authority in the City of San Diego.
This authority is composed of the City, the successor
agency to the Redevelopment Agency, and the third
component is the Housing Authority, and all this was
authorized by the third joint powers agreement dated
January 1lst, 2013.

The bonds that are going to be issued by the
Public Facilities Financing Authority will capitalize I
think it's about 22 different infrastructure projects
throughout the city. And payment will be in accordance

with the following process: The City will lease certain
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city-owned general fund properties —— and I don't know,
I think there were seven, but I think there were only
going to be three involved in this case. The central
pelice vehicle maintenance facility, Fire Station 16,
the City operation's building and arcade, Carmel Valley
park and recreation center, Fire Station 24, the Scripps
Ranch Library and North University community Library and
recreation center.

Those properties will be leased to the Finance
Authority for a nominal rent. The authority will then
sublease those same properties owned by the City to the
City for rents that will essentially finance the
issuance of the bonds. The rent will be established by
an independent appraisal to determine market wvalue.

The ground leases are not pledged, but in the
event of default can be attached. 1In the event of
default, the trustee of the bondholders can maintain an
action and recover rent.

The terms of the lease are substantially
similar to those that passed muster in Rider. The
recovery is limited to the right to possession on an
annual basis. There is no acceleration clause.

So there have been arguments dealing with the
differences between Rider and the situation here. The
Court is making a determination that while there are in
fact differences, those differences are not relevant in
any material way. I suppose if the Court is wrong and

one or mcre of those issues causes this to not be
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blessed, as the convention center lease was blessed by
the Supreme Court, then I am sure the Court of Appeal
can create an exception to Rider. But at this point, I
don't think that any of the differences establish an
exception, as I have indicated.

Rider gives absolutely no guidance, so unless
there is something really materially different that
could logically make a difference, so long as the
liability for the bonds is contingent and is in the form
of rent without an acceleration clause, then pursuant to
what is set in Rider, it will be approved.

I perhaps have some concern about disregarding
a requirement in the Constitution that when a long-term
debt is incurred by the City, it requires a two-thirds
vote of the citizens. This is clearly an end run, but
Rider very clearly establishes the structure of lease
financing as appropriate, so that is pretty much taken
out of the hands of a trial judge.

There have been four or five attacks on the
structure in this case as being distinguishable from
Rider, causing this not to be approved, and I don't find
any of them to be of such a nature.

The first one is the second sentence of Charter
Section 90(a), and I don't think that it is relevant.

90 talks about bonded indebtedness, contracting bonded
indebtedness. The first sentence deals with bonded
indebtedness. And I suppeose you could read the second

sentence as being independent of that, but I don't think
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that's an appropriate reading.

The Court in Rider said the first sentence of
section 90(a) didn't apply, and I don't think the second
sentence applies, and I don't think it matters. I don't
think section 90(a) applies at all.

The accounting rules don't change this. I
think the argument kind of was that the City calls it a
debt of the City, therefore the City should be estopped
from establishing otherwise, but I don't think there is
basis for estoppel. There is no detrimental reliance.

I think the City can call it the City's debt, and I
suppose it is the City's debt in an accounting sense and
according to generally accepted accounting practices. I
don't think it really changes whether or not this lease
arrangement is valid or not. I don't think it really
matters.

With regard to the financing authority makeup
and the JPA, there is nothing in the Health and Safety
Code that says that the successor agency can't do what

it is doing. There is nothing that says that it can't

join with another agency to form a JPA -- to form a
financing authority, and I think that was done —- the
Redevelopment Agency —- that was done in 2012, wasn't it

or 20117 When was first JPA established?

MS. WHARTON: The first JPA was established in
1991 between the Redevelopment Agency and the City. The
second JPA, I don't know the exact date, I believe it

was 2002, was alsoc between the Redevelopment Agency and
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the City. And then the third JPA became effective
January 1lst, 2013, with the successor agency and the
City and --

THE COURT: So this is not the successor agency
starting brand new, this is the successor agency taking
over from the Redevelopment Agency which has been a
member for many years. The housing authority has been a
member since the beginning, right?

MS. WHARTON: No, your Honor.

THE COURT: When -- oh, no. The housing --
yeah, the housing authority was substituted in when it
looked like the Redevelopment Agency was going to be
dissolved.

MS. WHARTON: It was substituted in Because we
are aware that the successor agency will eventually
dissolve.

THE COURT: Right. During the life of the
bonds.

MS. WHARTON: It's possible it will be during
the life of the bonds.

THE COURT: 30 years. And, again, there is
nothing to say that in the future the improvements won't
be related, directly related to housing, and there is
nothing in the law that prohibits the Housing Authority
from joining a JPA and forming a finance authority. And
the law is that these three entities are considered in
the eyes of the law separate governmental entities, each

independent governmental entities, even though arguably
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the same governance is in place in all three.

The final challenge was regarding the need to
approve the lease and have an independent appraisal, but
the lease hasn't been -- the bonds haven't been issued
yet, and the leases will be -- they have been approved
by ordinance, and there will be an independent appraisal
regarding market walue. So that is I think a
determination of the issues.

MS. WHARTON: Can I correct one factual point?
There already has been an appraisal of market wvalue. It
just wasn't the cutcome that -- the outcome of that
appraisal was not specifically set forth in the
ordinance.

THE COURT: But it will be.

MS. WHARTON: It will be.

THE COURT: Would the City prepare a statement
of decision in accordance with the statement of intended
decision?

MS. WHARTON: Yes, I will, your Honor.

THE COURT: Mr. Briggs' approval as to form and
content. Anything further?

MR. BRIGGS: No, your Honor.

MS. WHARTON: No, your Honor.

THE COURT: Okay.

MR. BRIGGS: Do we want to do a stipulation for
return of the exhibits to my cffice?

THE COURT: I don't care. I would think that

would probably make sense.
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THE COURT:

MR. BRIGGS:

17

I agree that makes the most

The ones that were in the binder?

Everything admitted into evidence

you are just going to return to us and we will hold onto

it.

THE COURT:

I appreciate it. Ewen though it

was a little bit problematic in the beginning, I

appreciated how this has been presented. 1It's an

interesting case and unfortunately somebody has got to

avail, but maybe on appeal you will carry the day. I. - .-
=

will be interested to see.

what happens.
MR. BRIGGS:

THE COURT:

Fair enough.

T will be interested to see™

Okay.

Any other challenges in the state

that you are aware of that are similar to this?

MR. BRIGGS:

THE COURT:

MS. WHARTON:

challenge —-
THE COURT:

that there has been

just -- that's just
MR. BRIGGS:
THE COURT:
area.
MR. BRIGGS:

Our Anaheim challenge.

Other than that?

There is a subsequent

I haven't considered that. I know

some discussion about that, but that

another superior court.

You are asking out of curiosity?

Yeah, right.

It's an interesting

We have two challenges in Anaheim.

Not this client, but my office.

SDCRC — 619-810-7622 - www.sd-crc.com
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MS. WHARTON: There is a second challenge also
to the B series of these same bonds.

MR. BRIGGS: Oh, yeah.

MS. WHARTON: It's kind of -- we didn't
consolidate it because the A series is so important, but
that's also out there.

THE COURT: Okay. All right. You will prepare
the judgment and the statement of decision, and then
send it to Mr. Briggs for his approval. And there are
no other issues, are there?

MR. BRIGGS: No.

THE COURT: Okay.

MR. BRIGGS: Your Honor, Ms. Gladden has just
reminded me one of the issues that we raised, and I
think I can anticipate how it's covered, but you didn't
mention it explicitly, on the gift of pubic funds issue
that we raised, I assume that's -- that's obviously
being decided against us.

THE COURT: That would be a gift of public
funds. I can see where you might --

MR. BRIGGS: Because under the City's charter,
giving collateral to the Financing Authority for a
nominal amount of money is not permitted under the
charter, even when it's to another public agency.
That's how San Diego construes its own charter.

THE COURT: Wouldn't that have been raised in
Rider? That was -- they're not really giving it.

MR. BRIGGS: But Rider didn't have any
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collateral from the City. There was no collateral
except the improvements being financed.

THE COURT: What's the gift of public funds?

MR. BRIGGS: The collateral from the City to
the Financing Authority under a lease for a nominal
amount .

MS. WHARTON: At the end of the lease, the fee
title to the property wvests with the City.

MR. BRIGGS: But it's the use of it during that
period of time. If the City were —-

THE COURT: But the City had a leasehold
interest in the convention center that they gave to the
Financing Agency for a nominal sum.

MR. BRIGGS: Yes, that -- no. The port.

MS. WHARTON: That is correct, your Honor.

THE COURT: Well, no.

MR. BRIGGS: The port leased it ——

THE COURT: The City acquiesced?

MS. WHARTON: At the time that the port gave
the lease to the City, the City had a leasehold interest
in the convention center and particularly the existing
convention center.

THE COURT: I understand that.

MS. WHARTON: That would be the same type of
gift. A gift is a gift.

THE COURT: Right. No, I mean, it's -— I don't
see that there is any difference. Giving property for a

nominal wvalue under other circumstances would arguably
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be a gift of public funds.

MR. BRIGGS: I just want to make sure we have
that included in the ruling.

THE COURT: Sure.

MR. BRIGGS: Since it's an issue that we
raised. I didn't mean to argue the point now.

THE COURT: Sure. That's why you can go all
the way back to the beginning, and if the -- I mean,
Rider could have said this is a subterfuge. The City is
essentially taking on a long-term debt. And who are you
kidding? They say that. They say this is paying for
bonds, and the constitution says two-thirds of the
voters have to approve it. That's what they're doing.
Everybody knows it. It's obvious.

MR. BRIGGS: But the giving of property that's

not the subject of an improvement is not an issue in the

case.

THE COURT: No.

MS. WHARTON: That's no different than Offner
and Dean.

THE COURT: Once the Supreme Court says what it
says --—

MR. BRIGGS: I understand your ruling. I am
not arguing your ruling. I simply want, procedurally
want to make sure that the issue is covered in what
Ms. Wharton prepares so we're not —-—

THE COURT: You can give a very persuasive

argument, this is subterfuge, this is a blatant
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violation of what the constitution says. And you know,
a reasonable person could say that. And that's what
Justice Chin says. But what he says is like it or not,
it's legal, it's a contingent liability, and it is.

MR. BRIGGS: I understand the case.

THE COURT: You can say when the City -- if the
City defaults, it's still going to come out of the same
public meoney; it's still going to -- the City is going
to lose revenue, the City is going to lose ground lease
money, the City is going to lose tenants. The City is
going to lose the right to rent its property that are
owned by the pecple, and the people have a right to vote
on it. It's maybe not going to be any cheaper in the
long, long run, but it is a contingent liability.
That's not part of the statement of intended decision.

MS. WHARTON: Just for the record, I would like
to make the point that the illegal gift of public funds
is not an issue that's raised in the complaint. It's an
issue that was just barely raised in passing in the
plaintiff's trial brief.

THE COURT: It might have been raised in
passing, but it was raised.

MS. WHARTON: Yes, your Honor.

THE COURT: So it should be raised. It should
be part of the statement of decision.

MR. BRIGGS: That's all I wanted to do.

THE COURT: Just make sure, and I think you

know what I'm talking about, that we don't have the
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statement of decision going into such detail that
essentially answers interrogatories. And I don't want
citations other than maybe Dean, Offner, and Rider. I
don't want argument. It's just going to be the basis
for the Court's ruling for purposes of appeal. And,
really, it could be -- it could be one page.

MR. BRIGGS: I understand.

THE COURT: Okay. And there are no issues of
fact, so -- okay. Thank you.

MR. BRIGGS: Thank you, your Honor.

MS. WHARTON: Thank you, vyour Honor.

THE COURT: The only thing that I have done is
I have taken one exhibit and I've kind of marked it up.
I think that was 37, wasn't it?

MR. BRIGGS: Yes. That's the main exhibit.

THE COURT: I will stick it back in.

MS. WHARTOM: Is it the charter, your Honor?

THE COURT: It's cut up and marked up.

MS. WHARTON: That's right. I apologize.

MR. BRIGGS: And I'm going to take those
binders now, yes?

THE COURT: Yes.

MR. BRIGGS: Just checking. Thank you.

THE COURT: I don't think the clerk wants them
anymore.

{(Whereupon, the hearing was concluded.)

& % o %
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REURBANIZACION DE LA CIUDAD DE SAN DIRGO [ie, CITY OF SAN DIEGO, AS
SUCCESSOR AGENCY TO THE REDEVELOPMENT AGHNCY OF THE CITY OF SAN DIRGO;
AUTORIDAL DE VIVIENDA DE LA CIUDRAD DB SAN DIEGO [j.e, HOUSING AUTHORITY OF
THYE CLYY OF SAN DIEGOL; y TODAS LAS PERSONAS INTERESADAS EN BL ASUNTO DE
(i) AUTCRIZACION DI LA BIECUCION ¥ ENTREGA DE UNA TRRCRRA ENMIENDA AL
SITIO DR ARRENDAMIENTO, A TERCERA ENMIENDA A LAS INSTALACIONSS DE
ARRENDAMIENTO, A TERCERA COMPLEMENTARIO DE FIDEICOMISO Y OFICTALES LAS
OFERTAS INVITANDO AYISO; (i) APRODACION DE LA BMISION Y VENTA DE BONOS NE
INGRESOS DEARRENDAMIENTO DELA AUTORIDAD POR COMPETITIVO ) NEGOCIADO
VENTA; Y (/) APROBACION DE OTROS DCCUMENTOS Y ACCICNES EN RELACION CON
LA MISMA--

L Plainiiff San Diegans for Open Government has filed 2 Complaint for Declaratory and
Injunctive: Relief under Code of Civil Procedure Sections 360 of seg. and 1060 of seg. (“Complaint™)
in the San Diego County Superior Court--Hall of Jusgtice.

2. The Complaint concerns the Public Facilitics Financing Authority of the City of San
Diggo's approval of issuance of s Lease Revenue Bonds, Series 2015, and approving certain

documents and actions in cunnection therewith (including bt not limited to Publie Facilities Financing
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Authority of the City of San Diego’s Resolution no. FA-2014-4). All persons inleresied in this matter
may confest the legality or validity of the metter by sppearing and filing a wiittcn answer to the
Complaint no later than August 5, 2014,

3. You rust file with the conrt 4 written pleading in response to the Complaint no later than
Aupust 3, 2014. If you do not filg a rosponse by Aupgust 5. 2014, your default will be entered upon
application by Plaintiff, Plaintiff may apply to the court for the relief demanded in the Complaing,
which conld result i garnishment of wages, taking of money or property, or other relief. However,
persens who contest the legality or validity of this matter will not be subject to punitive action, such as
wage garnishment or seizure of thelr real or personal property,

4, YOU MAY SEEK THE ADVICE OF AN ATTORNEY IN ANY MATTER
CONNECTED WITH THE COMPLAINT OR THIS SUMMONS. SUCH ATTORNEY
SHOULD BE CONSULTED PROMPTLY SO THAT YOUR PEEADING MAY BE FILED OR
ENTERED WITHIN THE TIME REQUIRED BY THIS STIMMONS.

5% USTED DESEA SOLICITAR EL CONSEJO DE UN ABOGADO EN ESTE
ASUNTO, DEBERIA HACERLO INMEDIATAMENTE PARA QUL SO REPUESTA
ESCRITA, SIHAY ALGUNA, PUEDA SER REGISTRADA A TIEMPO.

3, Planfiffis challenging the legality and validity of the approvals described in Paragraph
2 (above). Plaintiff believes that the approvals violated, among other laws, the Joint Exercise of Powers
Ast, the San Dicgo City Charter, the Californiz Constitution, and the San Diego Municipal Code.

6, The name and address of the court are San Diego County Superior Comt--Hall of Tustice,
330 West Broadway, San Diego, CA 92101

El nembre y dirceci6n de la corte son San Dicgo County Superior Coust--Hall of Tustice,
330 West Broadway, San Dicgo, CA 92161,

7. The name, address, and telephone number of Plaintiff's attorneys are Cory J. Brigps and
Mekaela M. Gladden, Briggs Law Corporation, 99 Bast “C” Street, Suife 111, Upland, CA 91786, 909-
949-71135.

Summons (CITATION JuICIALY Page3
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El nombre, dirceeitn, y mimero de teléfono de los abogados del demandante son Cary

J. Briggs and Melaela M. Gladden, Briggs Law Corpotation, 99 East “C” Street, Suite 111, Upland,

CA 91786, 909-949-7115,

P
Finel

SuMmoNS (CITATION JUDICIAL)
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San Diego County Superior Comt
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BRIGGS LAW CORPORATION [nrn: 1583.33] ELECTROGECALLY FILED

Cory I, Briggs (State Bar no, 176284 Zuperior Qourt wf Falforniz,
Mekaela M. Gladden (Stefe Bar no, 253673) Clouety of San Diege

99 East “C” Street, Suite 111 WSO 5t 12208 Piv
Upland, CA 91786 P
Telephone; 909-949-7115 Gt uf thie Bueriar Court

By Lep Molishor, Depaty Tk

Attormeys for Plaintiff and Petitioner San Diegans
for Open Government

SUPERIOR COURT OF THE STATE OF CALIFORNIA
SAN DIEGO COUNTY--HALL OF JUSTICD

7014 0L 18338- S - CTL
SAN DIEGANS FOR OPEN GOVERNMENT, CASENO, C .

Plaintift, *% BLFILE **

Y5, COMPLAINT FORDECLARATORY AND
INJUNCTIVE RELIET UNDER CODE QF
PUBLICFACILITIES FINANCING AUTHORITY ) CIVIL PROCEDURE SECTIONS 860 BT
OF THE CITY QF SAN DIEGC; CITY OF SAN ) SEQ, AND 1060 ET7 SEQ.
DIEGO; CITY OF SANDIEGO, AS SUCCESSOR
AGENCY TO THO REDEVILOPMIENT
ACENCY OF THE CITY OF SAN DIEGO,
HOUSING AUTHORITY OF THE CITY OF SAN
DIEGO, and ALL PERSONS INTERESTED [N
THE MATTER OF THE BOARD OF
COMMISSIONERS OF THE PUBLIC
FACILITIES FINANCING AUTIIORITY OF THE
CITY OF SAN DIEGO’S (i) AUTHORIZATION
OF THRE EXECUTION AND DELIVERY OF A
THIRD AMENDMENT TO SITE LEASH, A
THIRD AMENDMENT IO FACILITIES LEASE,
A THIRD SUPPLEMENTAL INDENTURE AND
OFFICIAL  NOTICE INVITING BIDS; (i)
APPROVAL OF THEISSUANCE AND SATLEOF
THE AUTHORITY’SLEASE REVENUE BRONDS
BY COMPETITIVE OR NEGOTIATED SALE;
AND (i) APPROVALOF OTHER DOCUMENT'S
AND ACUTIONS IN CONNECTION THEREWITH,

I W N NN

Defendants,

Plaintiff SAN DIEGANS FOR OPEN GOVERNMENT alleges as follows in this Reverse-

Validation Complaint for Declaratory end Injunctive Relief:
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Parties

I Plaintitf iz a non-profit faxpayer and voter organization formed end operating under the
laws of the State of California, At least une of Plaintiif’s members resides in and is registered to voie
fn the City of San Diego, Californfa, and Plaintiff has an inferest in ensuring open, accountabie,
responsive governmand, and the protection of its membery’ rights as taxpayers and voiers,

2, Defendant CITY OF SAN DIDGO (“CITY™) is a charter ity under the laws of the State
of Califernia, Is the successor agency to the Redevelopment Agency of the City of San Diego
{"RASD™), and is being sued in its capocily a3 a charter city and in its capacity as the successor agency.
Defendant HOUSING AUTHORITY OF THE CITY OF SAN DIBGO (“SDHA™) is a public agency
governed by the mayor and/or ¢ity councli of CITY.

3, Defendant PUBLICFACILITIES FINANCING AUTHORITY OF THE CITY OF SAN
DIEGO (PFFA™) is ajoint powers authority formed and operating under ihe Jolul Fxercise of Powers
Act (“JEPA™), Government Code Section 6500 ef seq,, and in accordsnce with that certain Thizd
Amended and Restated Jointed Hxercise of Powers Agreoment dated Jamuary 1, 2013 (FIPA
Agreement”). Since the JPA Agreement took effvc, PFFA’s members have consisted of RASD,
SDHA, and CITY (or a sub-set thereof); and PFFA was administered by 2 commission consisting of
the members of CITY s city council, Furthermore:

A, Asg of the date on which this luwsuil was commmenced, CITY?s website stated ag
follows {at krp:Awww.sandiego.govicity-clerliofficialdocslegisdocs/cecmestings.shimi): “The Public
Fagilities Financing Authority is the primary financing authority of the City, The Authority meots as
needed to authorize the issuance of bonds on behalf of the City

A. A§ of the date on which thig lawsuit was commenced, CTTY’ s webgite stated as
follows (at kttps/Avww.sandicgo.govicity-cleri/officialdocs/legisdocs/pffn.shimi): “The Public Facifities
Financing Authority (PFFA] is ajoint powers authority originally established in 1991 by the City of San
Diego and the Redevelopment Agency of the City of San Diego (RDDA) to agsist the City and the RDA
in finsneing public capital improvements. As of Jawvary 1, 2013, the members of the PEFA are the
City, the Suceessor Agenoy to the RDA and the Housing Authority of the City of S8an Dicgo.”

C. The JPA Agrecinent was approved by SDIA on or about Noverrher 27, 2012,

REVER§E-VALDATION COMPLAINT FOR DECLARATORY AND INJUNUTIVE RELIER Fage 2

I-6




[ O S 16

N e =1 O W

B, The Individuals who cast votes approving the JPA Agreement through passage
and adoption of SDHA Resolution no, HA-1575 wete also members of CITY ¢ city council on the date
the votes were cast.

E. Attorney Leglie FitzGerald, who signed SDHA Resolution no. HA-1575 a8
“Chiel Deputy General Counscl,” was an employee of CITY on the date that she sigred the Resolution,

T, Attorney Lostic FitzGerald was uotan employee of SIHHA on the date she signed
SDHA Resolution no. HA-1575.

G, At no time since June 21, 1994, have (e members of the governing body of the
San Diego Unified Port District simultaneously been members of CITY s city council.

H The geographic jurisdiction of the San Diego Unified Port Diswict isnotidentical
to the geographic jurirdiction of CITY.

L As of Jamary 1, 2012, no member of PFFA’s governing budy was representing
the City of National City, the City of Cosonado, the City of Chula Vista, or the City of Imperial Beach
on PEFA’s governing body.

1. Al no time since June 21, 1994, bas CITY owned any of the tand on which the
San Diego Convention Center is located.

. Sinoe June 24, 1994, at least some portion of the Jand on which the San Dicgo
Convention Certer is located has not been owned by CITY, -

L, At all imes since June 21, 1994, CITY has had 2 leasehold (or sub-leasehold)
interest in the Innd on which the Sun Diege Convention Cenfer is located.

M. Atno time since June 21, 1994, has CITY had an ownership ingerest in all of' the
land on which the San Diegoe Convention Center is located,

N. Af 1o time since June 23, 1994, has CITY had an ownership interest in any
portion of the land on which the San Diego Convention Center Is Jocaled.

] 0. As of June 2013, the Standard & Poors erediting rating for PEFA s leage-teyenue
boads was based in part on the rating agency’s “view of the city’s general credit characteristics and its

covenant to budget and appropriate annual lease payments for various properties’ use,”

REVERSE-VALIFATION UOMPLAINT FOR DECLARATORY AND JRIUNCTIVE RuLige Tage 3
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P, As of March 2014, the credit rating given to PFFA by Fitch Ratings was based
in part on CITY?s “lease rovenue bonds [being) scoured by the city’s lease rental payments, which the
city covenants to budgel snd appropriate annually”

Q. More than 99 percent of PRFA's annual revenues gince PFFA was created have
been reeeived from CITY,

R. During the Jast 10 years, PFFA has had no employees,

S, During the last 10 years, PEEA has not had any utility account {e.g., telephone,
clegtricity, natural gag) in its name,

Background Tnformatiom

4. On or around February 12, 2014, CITY approved Ordinance ne. 0-20350, “AN
ORDINANCE OF THE COUNCIL OF THE CITY OF SAN DIEGO APPROVING TIIE FORMS OF
AND AUTHORIZING THE EXECUTION AND DELIVERY OF ONE OR MORE AMENDMENTS
TO SITE LEASE, AMENDMENTS TO FACILITIES LHASKE AND OFFICIAL NOTICE INVITING
BIDS; AUTHORIZING THE EXECUTION, DELIVERY AND PERFORMANCE OF ONE OR
MORE SUPPLEMENTAL INDENTURES BY THE PUBLIC FACILITIES FINANCING
AUTHORITY OF THE CITY OF SAN DIEGO; AUTHORIZING TLE CITY ATTORNEY TO
APPOINT BOND COUNSEL AND DISCLOSURE COUNSEL; APPROVING AND AUTHORIZING
THE ISSUUANCE AND SALE IN ONE OR MORY SERIES OF THE AUTHORITY'S LEASE
REVENUE BONDS; AND APPROVING OIHER DOCUMENIS AND ACTIONS [N
CONNECTION THEREWITIL” '

5. On ot aromd March, 11, 2014, CITY approved Resolulion no, R-308808, “A
RESQLUTION OF THE COUNCIL OF THECITY OF SAN DIEGO APPROVING THEFORM AND
AUTHORIZING THE DISTRIBUTION OF THE PRELIMINARY OFFICIAL STATEMENT AND
AUTHORIZING THE EXECUTION, DELIVERY AND DISTRIBUTION OF THE OFFICIAL
STATEMENT IN CONNECTION WITH THE ISSUANCE AND SALE BY THE PURLIC
FACILITIES FINANCING AUTHORITY OF THE CITY OF SAN DIRGO OF [TS LEASE
REVENUE BONDS SERIES 2014A; AND APPROVING OTIIER DOCUMENTS AND ACTIONS
IN CONNECTION THEREWITH”; and PFFA ook action that mirrored, complemented, or was

REVHUSH-VALIDATION COMIPLAINT FOR DECLARATORY AND INJUNCTIVE RELIEF Page d
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otherwiss similar to CITY’s action under Resolutlon no. R-308808 and/or Ordinance no, 0-20350
(collectively, “Original Bond Approvals™,

6. On April 8, 2014, PEFA approved Resolution no, FA-2014-4, a RESOLUTION OF THE
BOARD OF COMMISSIONERS OF THE PUBLIC FACILITIES FINANCING AUTHORITY OF
THE CITY OF SAN DIEGO AUTHORIZING THE EXECUTION AND DELIVERY OF A THIRD
AMENDMENT TO SITE LEASE, A THIRD AMENDMENT TO FACILITIES LEASE, A THIRD
SUPPLEMENTAL INDENTURE AND OFFICIAL NOTICE INVITING BIIS; APPROVING THE
ISSUANCE AND SALE OF THE AUTHORITY S LEASE REVENUE BONDS BY COMPETITIVE
OR NEGOTIATED SALIL AND APPROVING OTHER DOCUMENTS AND ACTIONS IN
CONNRCTION THEREWITH (“Subsequent Bond Approvals™, The bonds contemplated by the
Subsequent Bond Apprevals may also be known as 2015 Bonds,”

6, The purpose of the Subsequent Bond Approvals is Lo ruise approximetely $39 million
to pay for certain sctivitics contemplated by CITY’s Capital Improvement Program (“CIP Projecis™,
The CIP Prajects do not include “housing projects” within the meaning of the Housing Authorities Law
{("HAL”), Health and Safety Code Section 34200 ef seq.

7. The Subsequent Bond Approvals conternplato a fease of CITY propetty to PEFA and s
lease-back of the same CIUY property from PFFA, Furthermores:

A, Tiither CITY is the owner, or CITY and San Diegn MetropaTitan Transit System
are the owners, of the property to be feased to PFFA ag part of the Subsequent Bond Approvalg,

B. Prior to the Subsequent Bond Approvals, PFFA had no ownership inferest in any
of the property o be leased to it by CITY as part of the Subsequent Bomi Approvals. Additionally
and/or alternatively, prior to the Subsequent Bond Approvals PEFA did not have an ownership interest
in all of the property to be leased to it by CI1'Y a5 part of thé Subsec;uént Bond Approvals, 7

Jurisdiction, Venue, and Exhaustion of Administrative Remedies
4. Plaintiff is bringing this action and seeks review by and refief from this Court under

Cade of Civil Procedure Sections 860 ef seq. and 1060 ef seq.!

' Petitioner doos not beliove that this proceeding is required to he prosecuted as a reverse-validation
proceeding under Code of Civil Procedure Section 860 et seg, and is doing so oaly in an abundance of
caulion.

REVEREE-Y ALIDATION COMPLAMT FOR DECEARATORY AND INJUNCTIVE RELIRF Page 8
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9, Venue in this Court is proper because the obligations, liabilities, and violations of law
elleged in this pleading oceurred in the City of San Diego.

10, No public hearing was held on the Suhsequent Bond Approvals. Nonethelegs, Plaintiff
submitted written opposition to the Subsequent Bond Approvals to CITY priot to their approval,

11, Plaintiff has no plain, speedy, adequate remedy in the ordinary course of law, since ifs
members and other members of the public will suffer irreparable harm ag a result of Defendants’
violations of the law, as alleped in this pleading. The Subssquent Bond Approvals also rest on
Befendants” failure to satisfy a clear, present, ministerial duty o act in accordance with thoss laws.
Even when Defendanls ate permitted or required by law to exercise their diseretion in approving
projecisunder those laws, theyremain under g clear, present, ministerial dufy to exercige their discretion
within the limits of and in a manner consistent with those laws. Defendants have had and continue to
have the capacity and ahility to approve the Subsequent Bond Approvals within the limiis of and in g
mannar consistent with those laws, but Defendants have failed and refuse to do so and have exercised
their discrotion beyond the limits of and 11 a manner that is not consistont with those laws.

12, Plaintff and its members also have a heneficial right and interest In Defendants’
fulfillment of ali their Isgal and public duties, as alleged in this pleading.

FIRST CAUSE OF ACTION;

Subsequent Bond Approvals’ Non-Compliance with Al Applicable Lawy
(Against Al Defendants)

13, The preceding paragraphs ave incorporated info this paragraph by reference,
14, The Subsequent Bond Approvals de not comply with afl appliceble laws. By way of
example and not limitation:
A, The Subsequent Bond Approvals are invalid because they contemplatea
transactional structure that is contrary to what the JPA Agreement anthorizes:
i Section 8 of the JPA Agreement prohibits any bonded indehledness that
relies in whole or in part on any pledge of CITY s “faith and credit,” and it prohibits the pledge of

CITY s “faith and credit” fo the payment of any principal, premium, or interest on such mdebtedness.

REVERSE-VALIBATION COMPLAINT FOR DECLARATORY AND INJUNCTIVE RREXRY Pnge &
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il The Subsequent Bond Approvals require CITY to pledge its faith and
¢redit, including but not limited to public preperty, fo the payment of the principal, premivm, and/or
interest that will be due on the indebtedness authorized by the Subsequent Bond Approvals,

it In the absence of CITY s pledge of {is faith and cradit, the fransaction
contemplated by tre Subsequent Bond Approvais could not be secomplished,

iv. If there were a default under the indenfure contemplated by the
Subsequent Bond Approvals, CITY s eredlt could be adversely affected.

B, ‘The Subsequent Bond Approvels are invalid because PEFA hasnot beenproperly
constitvied, the JPA Agreement is legally defective, and/or PFFA is acling in excess of its lawfiil
POWETS:

i, Under the HAL, housing authoritios may not jointly exercise any power
except with another housing authority, Bven then, the huustng uuthorities” joint powers are limited by
Heslth and Safety Code Scction 34324 to a housing project or projects or other dwelling
accormodations located within the area of operation of any one er more of such authorities, The only
statutory authority in the HAL for SDHA to enier into 3 joinl powers agreement with a non-housing
authotity is codified in Health and Safety Code Section 6531, but the scope of that sfatutoa’y authority
is limited fo the construction of & medel schoel projuct focated in the Cliy Heights project area.

il Neither CITY nor RASD is a housing authority under the HAL.

ili. Al legal right and power of RASD to participate in iis own name iz
PFFA had been withdrawn by the Legislature prior to January 1, 2013, Altetnatively, if all legal right

and power of RASD te participate in its owz name had notbeen withthrawn by the Tegislature, the legal

right and power of RASD necessary for the Subsequent Bond Approvals had been withdrawn by the

Legislature, _

i, Government Code Section 6505.1 requires the parties to JPA Apreement
to fix the amount of (he official bund fur the public officer or officers wha have charge of, handle, or
have access to any of the property of PFFA, Under the IPA Agreement, SDHA s treasurer is designated
to be such officer. However, Section 3-C ofthe IPA Agreement unlawfully delogates the responsibility

for fixing tho amount of such bond fo SDHA’s roasurer,

REVERSE-YALDATION COMPLATNT FOR DECLARATORY AWD BIUNCTIVE Ry Page 7
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V. In addition to and/or as an aliernative to the allegations in the preceding
paragraply, CITY, RASD, and SDHA have at all times intended that PEFA would never possess any
property.

Vi, PFFA has never incurred any indebiedness except ag part of a Jease-
revenue bond transaction with CITY as a party {o one or moere of the leases contemplated by the
fransaction,

vii.  According to Report to Cy Council no. 14-01, the assets of CITY
pledged ag security for the indebtedness contemplated by the Subsequent Bond Approvals are cesential
to CITY s core operations,

vilt.  The Subsequent Bond Approvals must comply with Government Code
Section 6347.3, However, complitnce with Section 6547.5 requires CITY to contract fo expend money
beyound the fiscal yoar in which it receives the bond proceeds contemaplated by the Subsequent Bond
Approvalg,

ix. The CIP Projects to be funded pursuant to the Subsequent Bond
Approvalsare Himited to the maintenance of existing public facilities that CITY has heretofore deferred.
However, Goverament Code Section 6546 limits the use of revenue bonds to the purpose of “acquiring
or consiructing a profeet,” while Section 6548 limils use of the proceeds o “the acquisition,
construction and financing of said project.” Section 6574 imposes on PFEA (he ohligation to operaie,
maintain, and presorve projects financed by bonds it issues in an efficient and economical manner,
which obligation is to be performed separately from the asquisition, constmction, and financing made
posgible by the issuance of the bonds.

% Contrary to Government Code Section 6352, the bonds contemplated by
the Subsequent Bond Approvals do not contain e recital on their face that neither the payment of any
portion of the principal nor the interest thercon constitutes a debs, liability, or obligation of RASD or
SDHA. Neither RASD nor SDHA is a political subdivision of the Stale of California,

xi. Contrary to Government Code Section 6572, the security for payment of
the bonds contemplated by the Subsequent Bond Approvals is not {imited to revenues of a “project”

within the meaning of Section 6545, In the evenf of CITY’s default, the trustee identified in the

REVERSE-VALIDATION COMPLARIT FOR DECLARATORY AND INFUNCTIVE RELISF Paged
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indenture may lerminate the lease from CITY to PFFA and re-lease the property to 4 third party. The
frustee’s right to re-leage the property is also security for payment of the bonds,

xil.  The voters of the Cily of San Diego have not assented to any aspect of
the Subsequent Bond Approvals, Indecd, there has not even been a vote. As such, the honds
contemplated by the Subsequent Bond Approvais could niot satisty the reguiremments of te Revenue Bond
Law of 1941, Government Code Section 54300 ef seq., because Section 54386 thereof requires bonds
authorized under such law to he submited o the voters, Thus, PFFA could not have issued and did not
issue the bonds contemplated by the Subsecquent Bond Approvals pursuant to Soction 6579,

C. The Subsequent Bend Approvals violated Section 90(a) of the San Dicgo City
Charter. Tn particular:

i, Seotion B0(a) provides as follows; “Whenever the Cousoil shall determine
that the public intercst or necessity demands the acquisition, construetion or complstion of any
municipal improvement authorized to be acquired, constructed, completed or maintained by The City
of San Diego, the cost of which will be too great to be paid ont of the ordinary annual income and
revenue of said City, the Council may contract bonded indebiedness for said purposes or any of them,
pledging the creditof' the City or the property or revenue of any public utility owned by the City and the
proceedings taken for incurring such indebtednoss shall be in accordance with the mode and manner
prescribed by the provigions of the general taws of the State of California refative w incurring honded
indebiedness by municipalities in force at the tirme such proceedings are taken. Every ordinance or
resolution defermining that the public inferest or necessily dernands such improvement shall be adopted
only by & vote of five members of the Council and it shall require a vote of two-thirds of the electors
voling on exch proposition at a regular or special election for the issvance of sech bonds before said
indebtedness or Hability for said improvements may be incurred, excopt ordinances authorizing such
bond issues as are specitied in Section 92 of this Article. No bonds, except such bonds as bave been
heretofore or maybe hercafter issued for the purpose of acquiing, constmcling or completing
improvements for the devslopment, conservation and furnishing of water as hereinafter provided, shall

be issued on the credit of the City which will increase the bonded indebtedness of said City beyond ten

REVERSE-Y ALINATION COMPLAINT FOR DECLARATORY AND INIUNCTIVE KELIEP Page ©
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per cent of the assessed valuation of all real and persenal property of said City subject o direct taxation
as shown by the last preceding valuation for City taxes.”

i, CITY’s use of PITA to issuc bonds under the Subsequent Bond
Approvals, instead of CITY issuing the bonds in its own name, is an artifice and subterfuge designed
to circumvent the voter-assent requirement of Section $0(a) because the ivansactions contemplated by
the Subscquent Boud Approvals are described as creating no mors obligation on CITYs past, over and
uhove making Tease payments in one fiseal year as consideration for the right to use ard possess the
leased property during the same period. However, the documents memorializing e contemplated
transactions oblige CITY to do more in future fiscal years than simply making such lease payments in
exchange for the vse and possession of the leased property enjoyed during that yesr. Such obligations
incude but are not limited to requiring each member of CFTY s city council to commit as part of the
Subsequent Bond Approvals to vote and take all other necessary and/or appropriale activns in future
fiscal years to aflocate, sppropriate, and budget enough money o make the lease payments required in
those years; creating obligations on the part of CITY o lease ifs property to PFFA beyond the eurrent
fiscal year; and, under Section 3.01 of the master {ease recorded as document no. 2012-0382823 in the
Sen Diego County Recorder's Office, requiring CITY to use the sub-leased property €0 as 10 permit
PEFA fo carry oul ifs agreements and covenants contained in the master lease and in the Indenture
contemplated by the Subsequent Bond Approvals. These obligations are nol contingeni. Given the
structure of the transaction conteplated by the Subseguent Bond Approvals, PFFA could not generate
the funds necessary te cover CITY s pastion of the costs for the CIP Projects withowt CITY s consent
fo participate in the transactions in the manner requited by the Subseguent Bod Approvals--even if
there were no voter-assent requirement under Section 80(a). Furthermore, CITY s general fund and/or
property may be obligated to repay the bonds either indirectly (as rent payments to PFFA, which are in
turn used to pay the bonds) or dircetly (FPFPA defaulls on the bonds); in this regard, CITY property
has been used as oollateral te secwre repayment of the bonds, the ahsence of which would have
prechuded CTTY and PFFA from finding willing purchasers of the bonds, thus, CITY is liable under the

Subsequent Bond Approvals for more than making rent payments to PEFA,

REVERSE-VALIDATION COMPLAINT ¥OR DECLARATORY AND INJUNCFIVE RELIEF Pape 16
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. According to Report to City Couneil no. 1401, the assets of CITY
pledged as security for the indebtedness contemplated by the Subscquont Bond Approvals are essential
to CITY 4 core operations.

iv. The Subsequent Bond Approvals mst eotply with Goverament Code
Section 6547.5, However, compliance with Section 6547.5 requires CITY te contract fo expend money
beyond the fiscal year in which it seceives the bond proceeds confonmplated by the Subseqrent Rond
Approvals,

v, The CIP Projects to be fomded pursuant to the Subsequent Bond
Approvals are limited to the raaintenance of existing public fBeilities that CITY Tas herstofore deferred,
However, Government Code Section 6546 limits the use of revenue bonds to the purpose of “acquiring
or constructing a project,” while Section 6548 limits use of the prococds to “the acquisition,
construction and financing of sald project.” Section 6574 imposes un PFFA the obligation lo operate,
maintain, and preserve projects financed by bonds it issues in an efficiant and cconomical manuer,
which obligation is (e be performed separately from the scquisition, constraction, and financing made
possible by the issuance of the bonds.

Vi, Contrary to Gevernment Code Section 6552, the bonds conternplated by
the Subsequent Bond Approvals do not contain a rocital on their face that neither the payment of any
portion of the principal nor the interest thereon constitutes a debt, labitity, or obligation of RASD or
SDHA. Neither RASD nor SDHA is a political subdivision of the State of California,

vii.  Contrary to Goverrment Code Section 6572, the seeurity for payment of
the bonds conterplated by the Subsequent Bond Approvals is not limited (o revenues of a “project”
within the meaning of Section 6545, In the event of CITY s default, the wustee identified [n the
indenture may terminate the lease from CITY fo PYFA and re-lease the property to 4 third party, The
frustec’s right to re-lease the property is also scowrity for payment of the bonds,

vili,  The volers of the City of San Diege have not assented to any aspect of
the Subsequent Bond Approvals. Indeed, there hag not even been a .vate. As such, the bonds
contemplated by the Subsequent Bond Approvals could not satisfy the requirenmients of e Revenue Bond

Law of 1941, Government Code Section 54300 e seq., becanss Scction 54380 thereof requires bunds

REVERSE-VALIDATION COMPLAINT FOR DBCLARATORY AND INIUNGTIVE RELIKF Page 11
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guihorized under such law to be submitted to the voters, Thus, PFFA couldnof have issued and did not
issue the bonds contemplated by the Subsequent Bond Approvals pursuans to Scetion 6579,

D. The Subsequent Bond Approvals violated Section 93 of the San Dicgo City
Charter. In particular:

i Section 93 provides as follows: “The City Council may from time fo time
authorize the advance of moneys in the treasury as a temporary loan to any lag-supported fund, which
loar shall be repaid from the first property taxes received thereafler; provided, however, that such
temporary loans shall not exceed the current property taxes receivable, It shall be lawtul from time to
time to advance meney in the Goneral Fund to any bond fund or to use any money i the General Fuad
for any parpose for which a loan shall have been authorized and bonds actually voted but not yetissued
and sold, and the City officials need nof sell said bonds uatil it is nceessary to repay the General Fund
advances or to replenish such loan fund or funds, The credit of the Cily shull not be given or lomed o
or in aid of any individual, association or corporation; except that suitable provision may be made for
the aid and support of the poor,”

. The Bubseyvent Bord Approvaly contemplate that CITY shall give or
[oan its credit to PFFA, RASD, andfor SDHA, which is doneunder the artifice and subterfuge of leases
between CITY and PEFA,

E. The Subseqguent Bond Approvals violated Section 99 of the San Diego City
Charter, In particular;

i Section 99 provides as follows: “The City shall not incur any
indebtedness or Hability in any menner or for any purpose exceeding in any year the income and revenus
provided for such year unless the qualified electors of the City, voling at an election to be beld for that
purpose, have indicated their assent as then required by the Constitution of the State of Califernia, nor
unfess before or at the thme of incurring such indebtedness provision shall be made for the colfection
of un unmuad tax safficient (o pay (he inlerest on such indebtedness as it falls due, and also provision to
constitute a sinking fimd for the payment of the principal thereof, on or before maturity, which shall not

exceed forty years from the time of contracting the same,”

REVERSE-VALIDATION COMPLAINT FOR DBCLARATORY AND INJUNTTIVE RELy Page 12
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il CITY’s use of PFFA to issue bonds under {he Subsequent Bond
Approvals, instead of CITY issuing the bonds in its own name, is an artifico and subterfige designed
to circumvent the voter-assent requirement of Section 99 because the transactions conternplated by the
Subsequant Bond Approvals are described ag creating no more obligation on CITY s part, over and
above making leasc payments in one fiscal yoar ag consideration for the right to nso and possess the
leased proporty during the same perdod. Hewever, the documents memorializing the confemplated
transactions oblige CITY to do more in future fiscal years than simply meking such lease payments in
cxchange for the vse and possession of the leased property enjoved during that year. Such obligations
include hut are not Hmited & reguiring each member of CITY"s city couneil to commit as part of the
Subsequent Bond Approvals to vote and take all other necessary and/or appropriate actions in fiture
fiscal yoars to allocate, approprate, and budget enough money to make the Icase payments required in
those years; creating obligations on e part of CITY Lo tease ils property to PFFA beyond the current
fisval year, and, under Section 3.01 of the master lease recorded as document no, 2012-0382823 inthe
San Dicgo County Recorder’s Offtce, requiring CITY fo use the sub-feascd property o as to permit
PFFA (o catry aut iy agreemenly and covenants confained W the master lease and in the indenture
coutemplated by the Subsequent Bond Approvals. These obligations are not contingent, Given the
structurs of the transaction contomplated by the Subsequent Bond Appravals, PFFA could not generate
the funds neoessary to cover CITY s porfion of the costs for the CTP Projects without CITY s consent
to participate in the transactions in the manner required by the Subsequent Bond Approvalg—even if
there were no voter-asgent requirement under Section 59, Furthenmore, CITY’s general fund and/or
property may be obligated o repay the bonds either indivectly (as rent payments to PEFFA, which are in
turn used to pay the bonds) or directly (if PFFA defaults on the bonds); in this regard, CITYY property
has beer used as collateral fo secure repayment of the bonds, the absence of which would have
precloded CITY and PFTA from finding willing purchasers of the bonds; thus, CITY is liable under the
Subsequent Bond Approvals for more than making rent psyments to PFFA.

ik, According to Report to City Couneil no. 14-01, the assets of CIL'Y
pledged as security for thé indebtedness contemplated by the Subsequent Bond Approvals ave cssoniial

to CITY s core operations,

REVERSE-VALIDATION COMPLAMNT FOR DECLARATORY AND INSUNUTIVE RELIEF Pape 13
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iv. The Subsequent Bond Approvals must comply with Government Code
Section 63475, However, compliance with Scetion 6547.5 requires CITY to contract to expend money
beyond the fiscal year in which it reeetves the bond proceeds conterplated by the Subsequent Bond
Approvals.

V. The CIIF Projects to be fanded persuant to the Subsequent Bond
Approvals are limifed to the maintenance of existing public facilities that CITY has heretofore deferred,
However, Government Code Section 8546 limits the use ofrevenue bonds to the purpose of “aconiring
ot consiructing & project,” while Section 6548 limits use of the proceeds to “the acquisition,
constriction and (inuncing of said project.” Section 6574 imposes on PYFA the obligation to operate,
maintain, and preserve projects financed by bonds it issues in an etficient and sconomieal manrer,
which obligation i3 to be performed separately from the acquisition, construction, and financing made
possible by the issuanve ol the bonds,

i, Conirary te Government Code Section 6352, the bonds contemplated by
the Subscquent Bond Approvals do not contain & recital on their face that neither the payment of any
portion of the principal ror the interest therson constitutes a debt, liability, or obligation of RASD ot
SDHA. Neither RASD nor SDHA is a political subdivision of the State of California,

vil,  Contrary to Government Code Section 6572, the seourity for payment of
the bonds contemplated by the Subsequent Bond Approvals is not Hmited to revenyes of a “projeet”
within the meaning of Seetion 6545, In the evont of CITY s default, the trustee identified in the
indenture may {erminato tho fease from CITY to PFTA and re-lease the property to a third party. The
trustes's right (o re-lease the property is also security for payment of the bonds.

vill,  The voters of the City of San Diego have not assented t(; any aspect of
the Subsequent Bond Approvels. Indeed, there has not even been & vole. As such, the bonds
contemplated by the Subsequent Bond Approvals could not satisfy the requirerents of te Revenue Bond
Eaw of 194}, Government Code Section 54300 er seq., becanse Sectlon 54380 thereof requires bonds
authorized under such law to be subinitted to the voters, Thug, PEFA could not have issued and did not

issue the bonds confemplaied by the Subsequent Bond Approvals pursuant to Seetion 6579,

REVERSE-YALIDATION COMPLAINT FOR DECLARATORY AND INJUNCTIVE LELRE Page 14
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ix. The volers of the City of San Diego have not assented to any aspect of
the Svbsequent Bond Approvalg. Indeed, there has not even been a vote,

F. The Subsequent Bond Approvals violated Section 18(a) of Article XV1 of the
California Congtitution. In particular:

i Section 18(a) provides ag follows: “No county, oily, town, township,
board of education, or seheol district, shall incur any indcbtednoss or liability in any mannes or forany
purpose exceeding i any year the income and revere provided for such year, without the assent of
two-thirds of the voters of the public entity voting at an election to be held for that purpose, except that
with respect to any such public entity which is authorized to incur indebtedness for public school
purposes, any propasition for the incurrence of indebtedness in the form of general obligation bends
for the purpose of repairing, reconstrycting or replacing public school buildings determined, in the
manner preseribed by law, io be structurally unsafe for school use, shall be adopted upon the approval
of a majority of the volers of the public entity voting on the proposition at such slection: nor unless
before or at the time of incurring such indebiedness provision shall be made for the colleetion of an
anmal tax sufficient to pay the intorest on such indebiedness as it falls due, atdd to provide for a sinking
fiund for the payment of the principal thereof, on or before maturity, which shall not exceed forty vears
from the time of con{racting the indebedness.”

il CITY’s use of PITA to issuc bonds under the Subsequent Rond
Approvals, instead of CITY issuing the bonds in its own name, is an artifice designed to cireumvent the
voter-assent requirement of Section 18(a), Given the structure of the transaction contemplated by the
Subsequont Bond Approvals, PITA could not generate the funds necessary to cover CITY s portion of
the costs for the CIP Projects without CTFY's consent to participate in the transaction in the manner
required by the Subsequent Bond Approvals--cven if there were o voter-assent requirement under
Section 18(a). (lhe allegations of violations of the San Diege City Charter are incorporated by
reference to support the violations of the California Constitution.)

iii.  The voters of the City of San Diego have not assenied to any aspect of

the Subsequent Bond Approvals. Indeed, there has not even been a vote,

Revenss-YALIDATION COMPLANT FOR DECLARATORY AND INJUNCTIVE RELIER Page 15
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G.  The Subsequent Bond Appravals violated San Diego Municipal Code Section
22,0901, In particular;

i The Lransactions contemplated hy the Subsequent Bond Approvaly
involve a lease of CITY propesty to PTFA and a lpase-back of CITY property from PREA,

i, Leases of CITY property may not be approved withowt, amoeng other
things, a resolution or ordinance satisfyluy the requirements of Section 22.0901(a),

iii,  Thelease of CITY property to PEEA was not accompanied by 3 resolution
er ordinance satisfying the requirements of Section 22.0901(a). By way of example and not limitation,
Ordinance 0-20350 does not contain a stalersent of the market value of the real propstiy of CITY that
is the subfect of the lease, _

15, Owingiothe Subsequent Bond Approvals’ nop-compliance with all applicable Jaws, the
Subsequent Bond Approvals are invalid and have no legal effect,

Prayer

FOR ALL THESE REABONS, Plaintiff respectfully prays for the following relief against
Delendants {and any and all vther parties who may oppose Plaintiff in this proceeding);

Al A judgment determining or declaring that the Subsequent Bond Approvals do not comply
with ail applicable lnws in af least somo rospoct, rendering the Subscquent Bond Approvals null and
void, invalid, or otheswise without legal effeet;

B. Injunctive retief prohibiting Defendants from taking any of the action contemplated by
the Subsequent Bond Approvals unless and until Defendants comply with all applicable legal
requirements, as determvined by the Court;

C. All legal fees and other expenses incurred in connection with this proceeding, including
but not limited to reasonable attorney fees as anthorized by the Code of Civil Procedure; and

D, Any and all further relief that this Court may deem sppropriate,

Drate; June 8, 2014, Respectfylly submitted,

BRIGUS LAW CORPORATION

By: i 4

Cory? ] Briggs

Attorneys for Plainti{f San Dicgans for Open Government

REYERIE-VALIDATION COMPLAINT FOR DECLARATORY AND INIUNCTIVIE RHLIRE Papge 16
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Exempt from fees per Gov't Code § 6103
To the benefit of the City of San Diego

SUPERIOR COURT OF CALIFORNIA, COUNTY OF SAN DIEGO

SAN DIEGANS FOR OPEN Case No. 37-2014-00018335-CU-MC-CTL
GOVERNMENT,
Plaintiff, ORDER OF DISMISSAL WITH
. PREJUDICE
V.
PUBLIC FACILITIES FINANCING [ IMAGED FILE |
AUTHORITY OF THE CITY OF SAN
DIEGO, et al. Date: January 9, 2015
Time: 2:00 p.m. .
Defendants. Tudge: Hon. Ronald L. Styn
Dept.: 62
Action Date: June 6, 2014

On January 9, 2015, at 2:00 p.m., m Department 62 of the above-captioned Court, located
at 330 West Broadway, San Diego, CA 92101, before the Honorable Ronald L. Styn, the Court
will hear tiw Motion for Summary Judgment of Defendants (a) Public Facilities Financing
Authority; (b) City of San Diego; (c) City of San Diego, solely in its capacity as the designated
successor agency fo the Redevelopment Agency of the City of San Diego, a former public body,
corporate and politic; and (d) Housing Authority of the City of San Diego (collectively
"Defendants") moved for summary judgment on T.hiIB Reverse Validation Complaint for

Declaratory and Injunctive Relief filed by Plaintiff San Diegans for Open Government

1

ORDER OF DISMISSAL WITH PREJUDICE
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("SDOG") on June 6, 2014 (the "Action”) and each and every claim, cause of action and request
for relief set forth therein. The Court issued a tentative ruling prior to the hearing which is
attached hereto as Exhibit A.

IT IS HEREBY ORDERED that the tentative ruling attached hereto as Exhibit A is
AFFIRMED and constitutes the ruling of the Court as to the issues before the Court at the
January 9, 2015 hearing.

IT IS FURTHER ORDERED that the Action is hereby DISMISSED WITH
PREJUDICE.

Dated:

Honorable Ronald L. Styn
Judge of the Superior Court

2

ORDER OF DISMISSAL WITH PREJUDICE
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SUPERIOR COURT OF CALIFORNIA,
COUNTY OF SAN DIEGO
HALL OF JUSTICE
" TENTATIVE RULINGS - January 08, 2015

EVENT DATE: 01/09/2015 EVENT TIME:  02:00:00 PM DEPT.: c-62
JUDICIAL OFFICER:Renald L. Styn

CASE NO.:  37-2014-00018335-CU-MC-CTL

CASE TITLE: SAN DIEGANS FOR OPEN GOVERNMENT VS PUBLIC FACILITIES FINANCING
AUTHORITY OF THE CITY OF SAN DIEGO [IMAGED]

CASE CATEGORY: Civil - Unlimited CASE TYPE: Misc Complaints - Other

EVENT TYPEZ Summary Judgment / Summary Adjudication (Civil)

CAUSAL DOCUMENT/DATE FILED: Motion for Summary Judgment and/or Adjudication, 10/24/2014

The court rules as follows on Defendants City of San Diego, San Diego Successor Agency, Housing
Authority of the City of San Diego and Public Facilities Financing Authority of the City of San Diego's
motion for summary judgment.

Pursuant to Government Code § 6599,

(a) In an action filed pursuant to Chapter 8 (commencing with Section 860) of Title 10 of Part 2 of the
Code of Civil Procedure to determine the validity of any matter of an authority governed by this article,
the authority and any interested person shall serve the Attorney General and the Treasurer with a copy
of the complaint filed by the respective party by the first day of the publication of summons as required
by Section 861 of the Code of Civil Procedure. A court may render no judgment in the matter or grant
other permanent relief to any party except on proof of service of the Attorney General and the Treasurer
as required by this section.

It is undisputed that Plaintiff filed its complaint on June 6, 2014, seeking declaratory and injunctive relief
pursuant to CCP §§ 860, et seq. and 1060, et seq. [SSUMF 34]; the first day of the publication of
summons was June 17, 2014 (with subseguent publications on June 24, 2014 and July 1, 2014)
[SSUMF 35]; Plaintiff did not serve a copy of the complaint on the Treasurer or Attorney General on or
before June 17, 2014 [SSUMF 36, 37] and Plaintiff served the Treasurer and Attorney General on July 7,
2014 [SSUMF 38, 39].

The court is not persuaded by Plaintiff's argument that Government Code § 6599 applies only to actions
initiated by public agencies. The language of § 6599 specifically states that "any interested person shall
serve the Attorney General and the Treasurer." Both the Legislative History and the case Plaintiff relies
on, Planning and Conservation League v. Department of Water Resources (2000) 83 Cal.App.4th 892,
as modified on denial of reh'g (Oct. 16, 2000), reference that § 6599 applies to validation proceedings
initiated by a public agency. However, neither discusses nor precludes the applicability of § 6599 to
actions initiated by interested persons, such as Plaintiff in this case. Nor is the court persuaded by
Plaintiff's argument that § 6599 does not provide for a consequence for failure to serve the Attorney
General and Treasurer within the proscribed period of time. § 6599 specifically provides: "A court may
render no judgment in the matter or grant other permanent relief to any party except on proof of service
of the Attorney General and the Treasurer as required by this section." The court finds this provision
analogous to one of the statutes at issue in Royalty Campet Mills, Inc. v. City of Irvine (2005) 125
Cal.App.4th 1110, the case Plaintiff relies on. Royalty Carpet Mills describes the "consequence"

Event ID; 1480279 TENTATIVE RULINGS Calendar No.: 47
Page: 1
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CASE TITLE: SAN DIEGANS FOR  OPEN CASE NUMBER: 37-2014-00018335-CU-MC-CTL
GOVERNMENT Vs PUBLIC

provision of Government Code § 65009 as follows.

Government Code section 65009 is an excellent example of how the Legislature shows its intention that
failure to comply with a short service period shall result in an automatic dismissal of the action. The
statute accomplishes this result by providing: "Upon the expiration of the time limits provided for in this
section, all persons are barred from any further action or proceeding.” (Gov.Code, § 65008, subd. (e).)

Royalty Carpet, 125 Cal.App.4th at 1122. Similarly, pursuant § 6599, absent service of the Attorney
General and Treasurer within the proscribed period of time, this court may not render judgment or grant
other permanent relief to any party.

Event ID: 1480279 TENTATIVE RULINGS Calendar No.: 47
Page: 2
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@erkotthe Superior Gourt

JAN I. GOLDSMITH, City Attorney FEB 10,206
DANIEL F. BAMBERG, Assistant City Attorney
MEGHAN ASHLEY WHARTON, Deputy City Attorney By: K. Mulligan, Deputy
California State Bar No. 250498 L
Office of the City Attorney
1200 Third Avenue, Suite 1100
San Diego, California 92101-4100 Exempt from foes per Gov't Code § 6103
Telephone: (619) 533-5800 o the benefit of the Ciy of Sen Diego
Facsimile: (619) 533-5856 :

ASEEE oy 21

L

Attorneys for Defendants City of San Diego,
City of San Diego Successor Agency,
Housing Authority of the City of San
Diego and Public¢ Facilities Financing
Authority of the City of San Diego

o 88 =1 v U

SUPERIOR COURT OF CALIFORNIA, COUNTY OF SAN DIEGO

11
SAN DIEGANS FOR OPEN GOVERNMENT, | Case No. 37-2014-00018335-CU-MC-CTL
12

Plaintiff, .CQ)
13 v. [ J"ORDER DENYING

PLAINTIFF'S MOTION FOR RELIEF

14|| PUBLIC FACILITIES FINANCING FROM ORDER DISMISSING ACTION
AUTHORITY OF THE CITY OF SAN WITH PREJUDICE UNDER CODE OF

15|| DIEGO, et al. CIVIL PROCEDURE SECTION 473
16 Defendants.
o [ IMAGEDFILE |

Date; TJanuary 27, 2015
18 Time: 8:30 am

Tudge: Hon. Ronald L. Styn
19 . Dept.: 62

_ Action Date: Tune 6, 2014

20 _
21
22/] TO ALL PARTIES AND COUNSEL OF RECORD:
23 PLEASE TAKE NOTICE that on January 27, 2015, at 8:30 a.m., in Department 62 of the

24| above-captioned Court, located at 330 West Broadway, San Diego, CA 92101, before the

25|| Honorable Ronald L. Styn, Plaintiff's Motion for Relief Under Code of Civil Procedure Section
261| 473 ("Motion") came on for hearing. Defendants (a) Public Facilities Financing Authority; (b)
271| City of San Diego; (c) City of San Diego, solely Iin its capacity as the designated successor

28| agency to the Redevelopment Agency of the City of San Diego, a former public body, corporate

[PROPOSED] ORDER DENYING PLAINTIFF'S MOTION FOR RELIEF FROM ORDER DISMISSING ACTION
WITH PREJUDICE UNDER CODE OF CIVIL PROCEDURE SECTION 473
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and politic; and (d) Housing Authority of the City of San Diego (collectively "Defendants")

appeared and opposed the Motion,

After full consideration of the arguments and evidence submitted by the parties, as well

as counsels' ora] argument, the Court rules as follows:

I'T 1S HEREBY ORDERED that Plaintiff's Motion for Relief Under Code of Civil

Procedure Section 473 is DENIED. The Court is not authorized to grant relief under Code of

Civil Procedure Section 473 to excuse SDOG’s failure to comply with Government Code

Section 6559,

paet:  FEB 102015 RONALD L. STYN

: Honorable Ronald L. Styn
Judge of the Superior Court

APPROVED AS TO FORM:

Dated: ’JM & % L, 2015 BRIGG W GO RATION

Dated: CQ "‘CD A

. 2015

By:

Cory I. Briggs
Attorneys for Plaintiff San Diegans
for Open Government

JAN L. GOLDSMITH, City Attorney

By: Vi —
n Ashley Wharton
uty City Attorney
Attorneys for Defendants Public

Facilities Financing Authority of the
City of San Diego, City of San Diego,
Er;? of San Diego Successor Agency

Housing Authority of the City of
San Diego

[PROPOSED] ORDER DENYING PLAINTIFF'S MOTICON FOR RELIEF FROM ORDER DISMISSING ACTION
WITH PREJUDICE UNDER CODE OF CIVIL PROCEDURE SECTION 473
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