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GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT

No dealer, broker, salesperson or other person has been authorized by the Agency to
give any information or to make any representations in connection with the offer or sale of the
Bonds other than those contained herein and, if given or made, such other information or
representations must not be relied upon as having been authorized by the Agency. This Official
Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall
there be any sale of the Bonds by a person in any jurisdiction in which it is unlawful for such
person to make such an offer, solicitation or sale.

This Official Statement is not to be construed as a contract with the purchasers of the
Bonds. Statements contained in this Official Statement which involve estimates, forecasts or
matters of opinion, whether or not expressly so described herein, are intended solely as such
and are not to be construed as representations of fact. The summaries and references to
documents, statutes and constitutional provisions referred to herein do not purport to be
comprehensive or definitive and are qualified in their entireties by reference to each such
document, statute and constitutional provision.

The information set forth herein has been obtained from sources which are believed to
be reliable but such information is not guaranteed as to accuracy or completeness. The
information and expressions of opinions 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 affairs of the Agency
since the date hereof.

The Underwriter has provided the following sentence for inclusion in this Official
Statement: The Underwriter has reviewed the information in this Official Statement in
accordance with, and as part of, their responsibility to investors under the federal securities
law as applied to the facts and circumstances of this transaction, but the Underwriter does not
guarantee the accuracy or completeness of such information.

While the City of Alameda maintains an internet website for various purposes (which
includes information related to the Agency), none of the information on that website is
incorporated by reference herein or intended to assist investors in making any investment
decision or to provide any continuing information with respect to the Agency or the Bonds.

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

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED, IN RELIANCE UPON AN EXCEPTION FROM THE REGISTRATION
REQUIREMENTS CONTAINED IN SECTION 3(a)(2) OF SUCH ACT. THE BONDS HAVE
NOT BEEN REGISTERED OR QUALIFIED UNDER THE SECURITIES LAWS OF ANY
STATE. THE INDENTURE HAS NOT BEEN QUALIFIED UNDER THE TRUST
INDENTURE ACT OF 1939, AS AMENDED, IN RELIANCE UPON AN EXEMPTION
CONTAINED IN SUCH ACT.
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OFFICIAL STATEMENT

$9,870,000 $1,165,000
Community Improvement Commission Community Improvement Commission
of the City of Alameda of the City of Alameda
2011 Tax Allocation Housing Bonds, 2011 Tax Allocation Housing Bonds,
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(Merged WECIP/BWIP Project Area) (Merged WECIP/BWIP Project Area)
INTRODUCTION

The purpose of this Official Statement, including the cover page and the appendices
hereto, is to provide information regarding the issuance by the Community Improvement
Commission of the City of Alameda (the “Agency”) of its 2011 Tax Allocation Housing
Bonds, Subordinate Series A (Taxable) (Merged WECIP/BWIP Project Area) (the “2011 Series
A Bonds”) and its 2011 Tax Allocation Housing Bonds, Subordinate Series B (Tax-Exempt)
(Merged WECIP /BWIP Project Area) (the “2011 Series B Bonds” and, together with the 2011
Series A Bonds, the “Bonds”). Definitions of certain capitalized terms used in this Official
Statement and not otherwise defined in the text hereof are set forth in APPENDIX A—
SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE.

General

This introduction is not a summary of this Official Statement. It is only a brief
description of and guide to, and is qualified by, more complete and detailed information
contained in the entire Official Statement, including the cover page and appendices hereto, and
the documents summarized or described herein. A full review should be made of the entire
Official Statement by those interested in purchasing the Bonds. The offering of the Bonds to
potential investors is made only by means of the entire Official Statement.

This Official Statement contains brief descriptions of the Bonds, the Indenture, the
Agency and the Agency’s Merged WECIP/BWIP Project Area (the “Redevelopment Project”).
Such descriptions do not purport to be comprehensive or definitive. All references in this
Official Statement to specific documents are qualified in their entirety by reference to such
documents and references to the Bonds are qualified in their entirety by reference to the forms
of the Bonds included in the Indenture (as defined below). Copies of the Indenture and other
documents described in this Official Statement may be obtained from the Agency as described
under “INTRODUCTION—Other Information.”

Purpose of Issuance

Proceeds from the sale of the Bonds will be used to (a) finance certain housing activities
of the Agency, (b) refinance the obligations of the Agency under a 1992 Loan Agreement, (c)
make a deposit to the Reserve Account for the Bonds in an amount equal to the initial Reserve
Requirement, and (d) pay the costs of issuing the Bonds. The Bonds initially will be sold by
the Agency to the Alameda Public Financing Authority (the “Authority”), for concurrent resale
to Piper Jaffray & Co., the underwriter for the Bonds. See “ESTIMATED SOURCES AND
USES OF FUNDS” and “FINANCING PLAN.”



The City, the Agency and the Authority

The City of Alameda, California (the “City”) is a chartered city located in Alameda
County, California, just west of the City of Oakland, California and approximately 12 miles
east of San Francisco, California. The City consists of an island in the eastern portion of San
Francisco Bay approximately six miles long by one and one-half miles wide and part of a
peninsula adjacent to the Oakland Airport. The island portion is connected to the East Bay
Area by three bridges and a vehicular underwater double barrel tube. The total City area is
22.7 square miles, about 12.4 square miles of which is water area. For general information
regarding the City, see APPENDIX B—GENERAL INFORMATION REGARDING THE CITY
OF ALAMEDA. The City has no liability or obligation whatsoever with respect to the
payment of the Bonds.

The Agency was activated in 1982 by Ordinance No. 2103 of the City Council of the
City. The five members of the City Council serve as the governing body of the Agency and
exercise all rights, powers, duties and privileges of the Agency. See “THE AGENCY” herein.
The Bonds are limited obligations of the Agency, payable solely from the Housing Tax
Increment Revenues and amounts in the funds and accounts pledged to the payment of the
Bonds under the Indenture. See “SECURITY FOR THE BONDS—Limited Obligations.”

The Authority was established pursuant to a Joint Exercise of Powers Agreement,
dated March 17, 1992 (the “JPA Agreement”), between the City and the Agency. The JPA
Agreement was entered into pursuant to the provisions of Articles 1 through 4 of Chapter 5 of
Division 7 of Title 1 of the California Government Code. The members of the governing board
of the Authority consist of the members of the City Council of the City. The Bonds are not
obligations of the Authority, and no assets or property of the Authority are pledged as
security for the payment of the Bonds.

The Merged Redevelopment Project

The City Council of the City adopted a redevelopment plan (the “WECIP Plan”) for the
Agency’s West End Community Improvement redevelopment project area (the “WECIP
Project Area”) pursuant to Ordinance No. 2141, adopted on June 28, 1983. The City Council
of the City adopted a redevelopment plan (the “BWIP Plan”) for the Agency’s Business and
Waterfront Improvement redevelopment project area (the “Original BWIP Project Area”)
pursuant to Ordinance No. 2559, adopted on June 18, 1991.

On April 1, 2003, the City Council of the City adopted Ordinance Nos. 2896 and 2897,
amending and merging the WECIP Plan and the BWIP Plan in order to add approximately 123
acres of territory (known as the “Exchange Area”) to the Original BWIP Project Area (the
Original BWIP Project Area, together with the Exchange Area, is referred to in this Official
Statement as the “BWIP Project Area”). Those Ordinances also fiscally merged the BWIP Plan
and the WECIP Plan and reestablished or extended, as applicable, eminent domain authority
in the WECIP Project Area and the BWIP Project Area. The fiscally merged WECIP Project
Area and the BWIP Project Area is referred to in this Official Statement as the “Merged Project
Area.” The fiscal merger of the BWIP Plan and the WECIP Plan allows the Agency to finance
and refinance redevelopment activities anywhere within the Merged Project Area by means of a
pledge of tax increment revenues from the Merged Project Area. See “THE MERGED
PROJECT AREA—TFiscal Merger of Project Areas.”

The total secured and unsecured assessed valuation of taxable property in the Merged
Project Area in Fiscal Year 2010-11, based upon information obtained by the Agency’s Fiscal
Consultant for the Redevelopment Project from the Alameda County Assessor’s Office, is
$1,733,072,955, and is $1,426,439,961 greater than the $306,632,994 valuation for the base
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year applicable to the Merged Project Area. See “THE MERGED PROJECT AREA—Assessed
Valuation.” Assessed valuations in the Merged Project Area are subject to numerous risks
which could result in decreases from the assessed valuations reported for Fiscal Year 2010-11.
See “BONDOWNERS’ RISKS.” Also see “THE MERGED PROJECT AREA” and APPENDIX
D—FISCAL CONSULTANT’S REPORT.

As discussed under the heading “THE MERGED PROJECT AREA—Redevelopment
Plan Limitations,” the last date for the Agency to receive tax increment revenues (including
Housing Tax Increment Revenues) from property in the WECIP Project Area is July 5, 2036.
As a consequence of the foregoing, and despite the financial merger of the WECIP Project Area
and the BWIP Project Area, the only source of Housing Tax Increment Revenues that are
pledged to the repayment of the Bonds after July 5, 2036 will be Housing Tax Increment
Revenues arising from property in the BWIP Project Area.

Tax Allocation Financing

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

Taxes collected upon any increase in taxable valuation over the Base Year Valuation are
allocated to a redevelopment agency and may be pledged by a redevelopment agency to the
repayment of any indebtedness incurred in financing or refinancing a redevelopment project.
Twenty percent of taxes allocated to a redevelopment agency are set aside in a separate fund
to develop and maintain low and moderate income housing in the city in which the
redevelopment project area is located, and in certain instances redevelopment agencies are
required to make payments from taxes allocated to them to other taxing agencies. The
Housing Tax Increment Revenues pledged to secure the repayment of the Bonds consist of
such housing funds. Redevelopment agencies themselves have no taxing power. See
“SECURITY FOR THE BONDS—Housing Tax Increment Revenues.”

The Bonds

The Bonds are being issued pursuant to the Redevelopment Law, Resolution No. 11-
179 adopted by the Agency on March 2, 2011, a Resolution adopted by the Agency on April 6,
2011, and an Indenture of Trust, dated as of May 1, 2011 (the “Indenture”), by and between
the Agency and Union Bank, N.A., as trustee (the “Trustee”). See “THE BONDS” and
APPENDIX A—SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE.

The Bonds will be issued in denominations of $5,000 each or integral multiples thereof.
Interest on the Bonds will be payable on March 1 and September 1, commencing September 1,
2011. Principal of and interest on the Bonds will be payable by the Trustee to The Depository
Trust Company (“DTC”) which will be responsible for remitting such principal and interest to
the DTC participants which will in turn be responsible for remitting such principal and interest
to the beneficial owners of the Bonds. No physical distribution of the Bonds will be made to the
public. See “THE BONDS—Book-Entry System.”



Source of Payment for the Bonds

The Bonds are special obligations of the Agency and are payable from and secured by a
pledge of Housing Tax Increment Revenues and amounts in certain funds and accounts held
by the Trustee under the Indenture. The term “Housing Tax Increment Revenues” is defined in
the Indenture as all taxes annually allocated and paid to the Agency with respect to the
Merged Project Area pursuant to Article 6 of Chapter 6 (commencing with Section 33670) of
the Redevelopment Law and Section 16 of Article XVI of the Constitution of the State,
including all payments, subventions and reimbursements (if any) to the Agency specifically
attributable to ad valorem taxes lost by reason of tax exemptions and tax rate limitations,
which are required to be deposited into the Low and Moderate Income Housing Fund of the
Agency in any Fiscal Year pursuant to Section 33334.2 or 33334.6 of the Redevelopment Law,
but excluding (a) any such taxes arising from the Alameda Landing Property (see discussion
in the next paragraph); (b) amounts required to be deposited to the District Housing Fund
under and as such term is defined in the Agreement Between the Community Improvement
Commission of the City of Alameda and the Alameda Unified School District Pursuant to
Health and Safety Code Section 33401, dated November 12, 1991 (the “AUSD Agreement”),
but only to the extent that the Agency’s obligations thereunder have not been subordinated to
the payment of debt service on the Bonds, as permitted by Section 10 of that agreement (see
“SECURITY FOR THE BONDS—Housing Tax Increment Revenues — Housing Set-Aside
Amounts”); and (c) any Business Inventory Tax Subvention. See “SECURITY FOR THE
BONDS—Housing Tax Increment Revenues.”

The Alameda Landing Property consists of approximately 77 acres of land owned by
the Agency and to be conveyed to Palmtree Acquisition Corporation or a related entity
pursuant to a Disposition and Development Agreement (Alameda Landing Mixed Use
Project) entered into as of December 5, 2006, as amended, which property currently does not
provide any tax increment revenues to the Agency. See “SECURITY FOR THE BONDS—
Senior Indebtedness; Excluded Area.”

The Agency has taken all actions necessary to subordinate its obligations with respect
to Housing Tax Increment Revenues under the AUSD Agreement to the payment of debt
service on the Bonds. See “SECURITY FOR THE BONDS—Housing Tax Increment Revenues -
Housing Set-Aside Amounts.”

The Agency has incurred certain indebtedness (referred to in the Indenture and herein as
the “Senior Debt”) that is payable from and secured by a pledge of the portion of the Housing
Tax Increment Revenues attributable to the BWIP Project Area. See “SECURITY FOR THE
BONDS—Senior Indebtedness; Excluded Area.” The pledge of the Housing Tax Increment
Revenues under the Indenture is expressly subordinate to the pledge thereof with respect to the
Senior Debt and certain future debt that may be issued by the Agency to refund the Senior
Debt (referred to in the Indenture and herein as “Senior Refunding Debt”), so long as the debt
service payable from Housing Tax Increment Revenues due on such refunding debt in any
Bond Year in which the refunding debt is outstanding is not greater than the debt service
payable from Housing Tax Increment Revenues due in such Bond Year on the portion of the
Senior Debt refunded with the proceeds of such refunding debt. However, tax increment
revenues from the Alameda Landing Property required to be deposited to the Agency’s Low
and Moderate Income Housing Fund are pledged to the payment of, and may be used to pay,
scheduled debt service on the Senior Bonds. See “SECURITY FOR THE BONDS—Senior
Indebtedness; Excluded Area — Senior Debt.”

Following the issuance of the Bonds, the Housing Tax Increment Revenues will not be

subject to any senior or parity pledge or lien with respect to any indebtedness of the Agency
other than a pledge of a portion of the Housing Tax Increment Revenues to the Senior Debt,
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and the Bonds and any Parity Debt hereafter issued in accordance with the Indenture. See
“SECURITY FOR THE BONDS—Issuance of Parity Debt.” The Bonds are not payable from,
and are not secured by, any funds of the Agency other than the Housing Tax Increment
Revenues and amounts in certain funds and accounts held by the Trustee and pledged
therefore under the Indenture. See “SECURITY FOR THE BONDS.”

Reserve Account

A reserve account (the “Reserve Account”) has been established and is held under the
Indenture in order to secure the payment of principal of and interest on the Bonds and any
additional Parity Debt that may be issued by the Agency in the future (the Bonds and any
such additional Parity Debt are sometimes collectively referred to in this Official Statement as
the “Outstanding Agency Bonds”). On the Closing Date, a portion of the proceeds of the
Bonds will be deposited to the Reserve Account in an amount equal to the initial Reserve
Requirement, which is defined in the Indenture, as of the date of any calculation, as the least of
(a) maximum annual debt service on the Bonds and any future Parity Debt, (b) one hundred
twenty-five percent (125%) of average annual debt service on the Bonds and any future Parity
Debt, or (c) ten percent (10%) of the initial principal amount of the Bonds and any future
Parity Debt. Amounts in the Reserve Account are to be used and withdrawn (i) for the
purpose of paying debt service on the Bonds and any future Parity Debt to the extent amounts
in the Interest Account, the Principal Account or the Sinking Account are not sufficient for that
purpose, or (ii) to retire all of the Outstanding Agency Bonds.

The Indenture permits the Agency at any time to substitute a Qualified Reserve
Account Credit Instrument for funds on deposit in the Reserve Account. Any such substitute
Qualified Reserve Account Credit Instrument must be provided by a commercial bank or
insurance company which, at the time the instrument is delivered to the Trustee, has a long
term credit rating or claims paying ability, respectively, within one of the three highest rating
categories of Moody’s or S&P. See “SECURITY FOR THE BONDS—Reserve Account,”
“SECURITY FOR THE BONDS—Issuance of Parity Debt” and APPENDIX A—SUMMARY
OF CERTAIN PROVISIONS OF THE INDENTURE for additional information regarding the
Reserve Account.

Additional Parity Debt

The Indenture provides that in addition to the Bonds, the Agency may provide for the
issuance of Parity Debt secured by a lien on Housing Tax Increment Revenues on a parity with
the lien under the Indenture securing the repayment of the Bonds to finance or refinance
housing activities of the Agency in such principal amount as may be determined by the
Agency. The Agency may deliver Parity Debt subject to certain specific conditions set forth in
the Indenture. See “SECURITY FOR THE BONDS—Issuance of Parity Debt.”

Fiscal Consultant’s Report

Keyser Marston Associates, Inc., San Francisco, California (the “Fiscal Consultant”) has
been retained to prepare a report (the “Fiscal Consultant’s Report”) in connection with the
issuance of the Bonds. A full copy of the Fiscal Consultant’s Report is contained in
APPENDIX D—FISCAL CONSULTANT’S REPORT.
Risk Factors

Certain events could affect the ability of the Agency to pay debt service on the Bonds

when due, including, but not limited to, Governor Brown’s State budget proposal and draft
implementing legislation to eliminate redevelopment agencies. Should legislation be

-5-



introduced or enacted prior to the date of issuance of the Bonds that could adversely impact
the Agency’s receipt of Housing Tax Increment Revenues or the Agency’s ability to issue the
Bonds or impose additional limitations or burdens on the Agency or the City by reason of the
issuance of the Bonds, the Agency and the Underwriter have the right under the purchase
agreement for the Bonds to not proceed in issuing or purchasing the Bonds. See
“BONDOWNER’S RISKS—Draft Legislation to Eliminate Redevelopment Agencies and
Restrict Activities.” There are other risk factors associated with the purchase of the Bonds that
prospective purchasers of the Bonds should consider, some of which have been summarized in
the section herein entitled “BONDOWNERS’ RISKS.”

Continuing Disclosure

The Agency will covenant in a Continuing Disclosure Certificate to prepare and deliver
an annual report to the Municipal Securities Rulemaking Board’s Electronic Municipal Market
Access (EMMA) system and to provide notice of the occurrence of certain events. See
“CONTINUING DISCLOSURE” and APPENDIX F—FORM OF CONTINUING
DISCLOSURE CERTIFICATE.

Professionals Involved in the Offering

The proceedings of the Agency in connection with the issuance of the Bonds are subject
to the approval as to their legality of Quint & Thimmig LLP, San Francisco, California, Bond
Counsel. Certain legal matters will be passed upon for the Agency by the City Attorney of the
City of Alameda, acting as General Counsel to the Agency, and by Quint & Thimmig LLP, San
Francisco, California, acting as Disclosure Counsel to the Agency for the Bonds. Certain legal
matters will be passed upon for the Underwriter by McFarlin & Anderson LLC, Lake Forest,
California, acting as counsel to the Underwriter.

Keyser Marston Associates, Inc., San Francisco, California has been retained by the
Agency to prepare the Fiscal Consultant’s Report for the Bonds. CSG Advisors Incorporated,
San Francisco, California is serving as Financial Advisor to the Agency for the Bonds. Union
Bank, N.A., will serve as the Trustee for the Bonds under the Indenture and as the initial
Dissemination Agent under the Continuing Disclosure Certificate. The Bank of New York
Mellon Trust Company, N.A., will serve as Escrow Bank under the Escrow Agreement related
to the discharge of the 1992 Loan Agreement.

Payment of the fees and expenses of Quint & Thimmig LLP, CSG Advisors
Incorporated, and McFarlin & Anderson LLP is contingent upon the sale and delivery of the
Bonds.

Forward-Looking Statements

Certain statements included or incorporated by reference in this Official Statement
constitute “forward-looking statements” as defined in the Private Securities Litigation Reform
Act of 2000. When used in this Official Statement, the words “estimate,” “forecast,” “intend,”
“expect” and similar expressions identify forward-looking statements. Such statements are
subject to risks and uncertainties that could cause actual results to differ materially from
those contemplated in such forward-looking statements. Any forecast is subject to such
uncertainties. Inevitably, some assumptions used to develop the forecasts will not be realized
and unanticipated events and circumstances may occur. Therefore, there are likely to be
differences between forecasts and actual results, and those differences may be material. The
Agency is not obligated to issue any updates or revisions to the forward-looking statements if
or when its expectations, or events, conditions or circumstances on which such statements are
based occur.



Other Matters

There follows in this Official Statement brief descriptions of the Bonds, the security for
the Bonds, the Agency, the Merged Project Area, and certain other information relevant to the
issuance of the Bonds. The descriptions and summaries of documents herein do not purport to
be comprehensive or definitive, and reference is made to each such document for the complete
details of all its respective terms and conditions. All statements herein with respect to certain
rights and remedies are qualified by reference to laws and principles of equity relating to or
affecting creditors’ rights generally.

The information and expressions of opinion herein speak only as of the date of this
Official Statement and are subject to change without notice. Neither delivery of this Official
Statement nor any sale made hereunder nor any future use of this Official Statement shall,
under any circumstances, create any implication that there has been no change in the affairs of
the Agency since the date hereof.

Other Information

Copies of the Indenture are available for inspection during business hours at the
corporate trust office of the Trustee, and copies of the Indenture and other documents
described herein may be obtained upon written request to the Executive Director of the Agency
and payment of costs of duplication and mailing.

FINANCING PLAN

On March 2, 2011, the Agency entered into an Owner Participation Agreement (2428
Central Avenue) (the “OPA”) with the Housing Authority of the City of Alameda (the
“Housing Authority”) and Resources for Community Development (the “Developer”). The
Agency has agreed in the OPA to issue bonds in a principal amount as necessary to provide an
$8,000,000 grant to the Housing Authority to assist in the acquisition of a property (the
“Housing Facility”) located at 2428 Central Avenue in the City (generally known as the
Islander Motel), and to provide a $1,000,000 loan to the Developer to assist in the
rehabilitation of the Housing Facility so that, upon completion of the rehabilitation work, the
Housing Facility will have 61 units of residential rental housing and one manager’s unit.
Proceeds of the 2011 Series A Bonds deposited to the Housing Projects Fund will be used to
satisfy the above-described Agency obligations under the OPA or to assist with other housing
activities of the Agency. Amounts in the Housing Projects Fund are not pledged to the
payment of debt service on the Bonds.

In April of 1992, the Agency and the Authority entered into a Loan Agreement (the
“1992 Loan Agreement”), pursuant to which the Authority loaned the proceeds of its 1992
Revenue Bonds, Series A (West End Community Improvement Project-Housing Increment
Loan) (the “1992 Bonds”) to the Agency in the initial amount of $2,740,000 (of which
$985,000 is outstanding). The Agency used the proceeds of the loan under the 1992 Loan
Agreement to finance and refinance certain housing activities of the Agency.

On the date of issuance of the Bonds, the net proceeds of the 2011 Series B Bonds will
be transferred to The Bank of New York Mellon Trust Company, N.A., acting as escrow bank
(the “Escrow Bank”) under an Escrow Deposit and Trust Agreement, dated as of May 1, 2011
(the “Escrow Agreement”), between the Agency and the Escrow Bank, for deposit by the
Escrow Bank in an Escrow Fund. The amount deposited to the Escrow Fund, together with
certain amounts held with respect to the 1992 Bonds, will be fully sufficient to discharge the



1992 Loan Agreement on the date of issuance of the Bonds and thereby discharge any pledge
of Housing Tax Increment Revenues thereunder. Amounts in the Escrow Fund will be held
uninvested by the Escrow Bank and will be used to fully prepay the loan under the 1992 Loan
Agreement approximately sixty days after the date of issuance of the Bonds. Amounts in the
Escrow Fund are not pledged to, and will not be available for, the payment of debt service on
the Bonds.

In addition to the foregoing, the Agency expects to use a portion of the proceeds of the
Bonds to make a deposit to the Reserve Account held by the Trustee under the Indenture in the
amount of the initial Reserve Requirement (see “SECURITY FOR THE BONDS—Reserve
Account”), and to make a deposit to the Costs of Issuance Fund to be held by the Trustee
under the Indenture in an amount sufficient to pay the costs of issuance of the Bonds.

Any improvements financed or refinanced with proceeds of the Bonds will not in any
way be pledged as security for the Bonds. In any event, the obligation of the Agency to use the
Housing Tax Increment Revenues to repay the Bonds is not in any way dependent upon the
completion of the acquisition and rehabilitation of the Housing Facility or the completion of
any other housing facilities or improvements that may be financed with proceeds of the 2011
Series A Bonds.

ESTIMATED SOURCES AND USES OF FUNDS

The following table sets forth a summary of the estimated sources and uses of funds
associated with the issuance and sale of the Bonds.

2011 Series A 2011 Series B
Sources of Funds Bonds Bonds
Principal Amount of Bonds $9,870,000.00 $1,165,000.00
Less: Underwriter’s Discount (61,519.71) (8,067.63)
Less: Original Issue Discount (104,481.75) (20,844.20)
Total Sources $9,703,998.54 $1,136,088.17
Uses of Funds
Deposit to Housing Projects Fund® $8,600,000.00
Deposit to Escrow Fund® $1,004,907.94
Deposit to Reserve Account® 987,000.00 116,500.00
Deposit to Costs of Issuance Fund® 116,998.54 14,680.23
Total Uses $9,703,998.54 $1,136,088.17

(1) Expected to be used to finance housing activities of the Agency. See “FINANCING PLAN.”

(2) To be used to discharge the 1992 Loan Agreement on the date of issuance of the Bonds. See “FINANCING
PLAN.”

(3) Anamount equal to the initial Reserve Requirement. See “SECURITY FOR THE BONDS—Reserve Account.”

(4) To be used to pay the fees and expenses of the Trustee, the Fiscal Consultant, the Financial Advisor, Bond
Counsel and Disclosure Counsel, printing expenses, rating agency fees and other costs incurred in connection
with the issuance of the Bonds.



DEBT SERVICE SCHEDULE

The following table sets forth the scheduled annual debt service for the Bonds,
assuming no redemption of the Bonds other than mandatory sinking payment redemptions.

Bond Year
Ending 2011 Series A Bonds 2011 Series B Bonds Total Annual
September 1 Principal Interest Principal Interest Debt Service
2011 $ 125,000.00 $ 234,22458 $ 170,000.00 $17,067.29 $ 546,291.87
2012 822,925.00 56,837.50 879,762.50
2013 822,925.00 56,837.50 879,762.50
2014 822,925.00 56,837.50 879,762.50
2015 822,925.00 56,837.50 879,762.50
2016 822,925.00 56,837.50 879,762.50
2017 822,925.00 56,837.50 879,762.50
2018 822,925.00 56,837.50 879,762.50
2019 822,925.00 56,837.50 879,762.50
2020 822,925.00 40,000.00 56,837.50 919,762.50
2021 822,925.00 70,000.00 54,737.50 947,662.50
2022 822,925.00 100,000.00* 50,887.50 973,812.50
2023 822,925.00 135,000.00* 45,137.50 1,003,062.50
2024 822,925.00 175,000.00* 37,375.00 1,035,300.00
2025 822,925.00 215,000.00* 27,312.50 1,065,237.50
2026 822,925.00 260,000.00% 14,950.00 1,097,875.00
2027 305,000.00* 822,925.00 1,127,925.00
2028 365,000.00* 797,762.50 1,162,762.50
2029 425,000.00* 767,650.00 1,192,650.00
2030 495,000.00% 732,587.50 1,227,587.50
2031 570,000.00% 691,750.00 1,261,750.00
2032 655,000.00* 644,725.00 1,299,725.00
2033 940,000.00* 589,050.00 1,529,050.00
2034 1,055,000.00* 509,150.00 1,564,150.00
2035 1,185,000.00% 419,475.00 1,604,475.00
2036 1,320,000.00* 318,750.00 1,638,750.00
2037 370,000.00* 206,550.00 576,550.00
2038 420,000.00* 175,100.00 595,100.00
2039 480,000.00* 139,400.00 619,400.00
2040 545,000.00* 98,600.00 643,600.00
2041 615,000.00* 52,275.00 667,275.00
Total $9,870,000.00 $19,543,849.58  $1,165,000.00 $759,004.79 $31,337,854.37
* Indicated a mandatory sinking fund payment.
THE BONDS

General Provisions

The Bonds will be dated their date of delivery, and will bear interest (calculated on the
basis of a 360-day year comprised of twelve 30-day months) at the rates and mature in the
amounts and on the dates set forth on the inside cover page of this Official Statement. The
Bonds will be issued as fully registered Bonds, without coupons, in the denomination of
$5,000 each or any integral multiple thereof. The Trustee will maintain at its office books for
the registration, exchange and transfer of the Bonds.



Interest on the Bonds is payable semiannually on each March 1 and September 1,
commencing September 1, 2011 (each, an “Interest Payment Date”), by check of the Trustee
mailed on each Interest Payment Date to the registered owners whose names appear on the
registration books of the Trustee as of the close of business on the fifteenth calendar day of the
month preceding the applicable Interest Payment Date (each a “Record Date”) or, upon the
written request filed with the Trustee prior to any Record Date by a registered owner of at least
$1,000,000 in aggregate principal amount of Bonds, by wire transfer in immediately available
funds to an account in the United States designated by such owner in such written request.
Principal of and premium, if any, on the Bonds is payable by check of the Trustee at maturity
or redemption upon presentation and surrender thereof at the corporate trust office of the
Trustee described in the Indenture (the “Trust Office”).

Interest on any Bond which is not punctually paid or duly provided for on any Interest
Payment Date shall be payable to the person in whose name the ownership of such Bond is
registered on the Registration Books of the Trustee at the close of business on a special record
date for the payment of such defaulted interest to be fixed by the Trustee, notice of which shall
be given to such Owner not less than ten days prior to such special record date.

The Bonds will bear interest from the Interest Payment Date next preceding the date of
authentication by the Trustee, unless (i) a Bond is authenticated on or before an Interest
Payment Date and after the close of business on the preceding Record Date, in which event it
will bear interest from such Interest Payment Date; or (ii) a Bond is authenticated on or prior
to August 15, 2011, in which event it will bear interest from the Closing Date; or (iii) if, as of
the time of authentication of any Bond, interest with respect thereto is in default, interest
thereon will be payable from the date to which interest has been paid in full.

The Bonds may be transferred or exchanged upon presentation and surrender at the
Office of the Trustee in Los Angeles, California, provided that the Trustee will not be required
to register the transfer or exchange of any Bonds during the period established by the Trustee
for the selection of the Bonds for redemption, or as to Bonds which have matured or been
selected for redemption. The Trustee may require the payment by the registered owners of the
Bonds requiring such transfer or exchange of any tax or other governmental charge required to
be paid with respect to such transfer or exchange. The Trustee will, under certain
circumstances, replace Bonds which have been mutilated, lost, destroyed or stolen. The Trustee
may require posting of an adequate surety bond, cash, or other collateral and payment of a
reasonable fee to cover the expenses which may be incurred by the Trustee for each new Bond
issued to replace a Bond which has been mutilated, lost, destroyed or stolen.

Book-Entry System

The Bonds will be issued as one fully registered bond without coupons for each
maturity of each series of the Bonds and, when issued, will be registered in the name of Cede &
Co., as nominee of The Depository Trust Company, New York, New York (“DTC”). DTC will
act as securities depository of the Bonds. Individual purchases may be made in book-entry
form only, in the principal amount of $5,000 and integral multiples thereof for each maturity.
Purchasers will not receive certificates representing their interest in the Bonds purchased.
Principal and interest will be paid to DTC, which will in turn remit such principal and interest
to its participants for subsequent dispersal to the beneficial owners of the Bonds as described
herein. So long as Cede & Co., as the nominee of DTC, is the registered owner of all of the
Bonds, references herein to the holders or owners of the Bonds will mean Cede & Co. and
will not mean the Beneficial Owners of the Bonds. See APPENDIX G—BOOK ENTRY
ONLY SYSTEM.
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Optional Redemption

The 2011 Series A Bonds maturing on September 1, 2031 and on September 1, 2041, are
subject to redemption in whole or in part on any date on or after March 1, 2021, at the
request of the Agency, among maturities as determined by the Agency, and in any case by lot
within a maturity, from any available source of funds, at a redemption price equal to one
hundred percent (100%) of the principal amount of the 2011 Series A Bonds to be redeemed
together with accrued interest thereon to the redemption date, without premium.

The 2011 Series B Bonds maturing on September 1, 2021 and on September 1, 2026, are
subject to redemption in whole or in part on any date on or after March 1, 2021, at the request
of the Agency, among maturities as determined by the Agency, and in any case by lot within a
maturity, from any available source of funds, at a redemption price equal to one hundred
percent (100%) of the principal amount of the 2011 Series B Bonds to be redeemed together
with accrued interest thereon to the redemption date, without premium.

In the case of any optional redemption of the Bonds, the notice of redemption shall
state that the redemption is conditioned upon receipt by the Trustee of sufficient moneys to
redeem the Bonds on the anticipated redemption date, and that the optional redemption shall
not occur if by no later than the scheduled redemption date sufficient moneys to redeem the
Bonds have not been deposited with the Trustee. In the event that the Agency does not expect
to provide the Trustee with sufficient funds by the scheduled optional redemption date to so
redeem the Bonds to be optionally redeemed, the Agency shall so notify the Trustee no later
than the Business Day prior to the scheduled optional redemption date, and the Trustee shall
send written notice to the owners of the Bonds, to the Securities Depositories and to one or
more of the Information Services to the effect that the redemption will not occur as anticipated,
and the Bonds for which notice of optional redemption was given shall remain Outstanding for
all purposes of the Indenture.

Sinking Account Redemption

The 2011 Series A Bonds maturing on September 1, 2031 are subject to mandatory
redemption in part, by lot, prior to maturity from scheduled sinking fund payments on each
September 1 of the years and in the principal amounts as follows, at a redemption price equal
to the principal amount thereof to be redeemed, plus accrued interest to the date of
redemption, without premium:

2011 Series A Bonds Maturing September 1, 2031

Sinking Account
Redemption Date Principal Amount
(September 1) to be Redeemed

2027 $305,000
2028 365,000
2029 425,000
2030 495,000
2031t 570,000

1 Final maturity.
The 2011 Series A Bonds maturing on September 1, 2041 are subject to mandatory

redemption in part, by lot, prior to maturity from scheduled sinking fund payments on each
September 1 of the years and in the principal amounts as follows, at a redemption price equal

-11-



to the principal amount thereof to be redeemed, plus accrued interest to the date of
redemption, without premium:

2011 Series A Bonds Maturing September 1, 2041

Sinking Account
Redemption Date Principal Amount
(September 1) to be Redeemed

2032 $ 655,000
2033 940,000
2034 1,055,000
2035 1,185,000
2036 1,320,000
2037 370,000
2038 420,000
2039 480,000
2040 545,000
2041t 615,000

T Final maturity.

The 2011 Series B Bonds maturing on September 1, 2026 are subject to mandatory
redemption in part, by lot, prior to maturity from scheduled sinking fund payments on each
September 1 of the years and in the principal amounts as follows, at a redemption price equal
to the principal amount thereof to be redeemed, plus accrued interest to the date of
redemption, without premium:

2011 Series B Bonds Maturing September 1, 2026

Sinking Account
Redemption Date Principal Amount
(September 1) to be Redeemed

2022 $100,000
2023 135,000
2024 175,000
2025 215,000
2026t 260,000

T Final maturity.
Purchase In Lieu of Redemption

In lieu of any redemption of any Bonds designated in the Indenture as Term Bonds,
amounts on deposit in the Pledged Housing Set-Aside Fund may also be used and withdrawn
by the Agency at any time for the purchase of Term Bonds at public or private sale as and
when and at such prices (including brokerage and other charges and including accrued
interest) as the Agency may in its discretion determine. The par amount of any Term Bonds of
a series so purchased by the Agency and surrendered to the Trustee for cancellation at least
sixty (60) days prior to any scheduled redemption date shall be credited towards and shall
reduce the par amount of Term Bonds of such series required to be redeemed pursuant to the
Indenture on such date.
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Notice of Redemption

Notice of redemption shall be mailed by the Trustee not less than thirty (30) days prior
to the redemption date to the registered owners of the Bonds to be redeemed at the address of
such owner shown on the Bond registration books maintained by the Trustee and to the
Securities Depositories and to one or more Information Services designated in writing by the
Agency to the Trustee; provided, however, that neither failure of any Bondowner to receive any
such notice nor any defect therein shall affect the validity of the proceedings for the redemption
of such Bonds or the cessation of the accrual of interest thereon. Such notice shall state the
redemption date and the redemption price, shall designate the CUSIP number of the Bonds to
be redeemed, shall state the individual number of each Bond to be redeemed or state that all
Bonds between two stated numbers (both inclusive) or shall state that all of the Bonds
Outstanding of one or more maturities are to be redeemed, and shall require that such Bonds
be then surrendered at the Office of the Trustee for redemption at the said redemption price,
giving notice also that further interest on the Bonds to be redeemed will not accrue from and
after the date fixed for redemption.

Selection of Bonds for Redemption

Whenever provision is made in the Indenture for the redemption of less than all of the
Bonds, unless otherwise provided in the Indenture, the Agency shall determine the maturities
to be redeemed by written notice to the Trustee, and the Trustee shall select the Bonds within a
maturity to be redeemed by lot in any manner which the Trustee in its sole discretion shall
deem appropriate. For purposes of such selection, all Bonds shall be deemed to be comprised
of separate $5,000 denominations and such separate denominations shall be treated as
separate Bonds which may be separately redeemed. Notwithstanding the foregoing, if for any
reason the Agency fails to provide the Trustee with direction as to the maturities to be
redeemed, the Trustee shall select the Bonds to be redeemed pro rata among maturities.

Effect of Redemption

From and after the date fixed for redemption, if funds available for the payment of the
redemption price of and interest on the Bonds so called for redemption shall have been duly
deposited with the Trustee, such Bonds so called shall cease to be entitled to any benefit under
the Indenture other than the right to receive payment of the redemption price and accrued
interest to the redemption date, and no interest shall accrue thereon from and after the
redemption date.

SECURITY FOR THE BONDS
Limited Obligations

The Bonds and all payments required of the Agency under the Indenture are not general
obligations of the Agency but are limited, special obligations of the Agency and are secured by
an irrevocable pledge of, and are payable solely from, the Housing Tax Increment Revenues
and funds in certain funds and accounts maintained by the Trustee under the Indenture, as
described below. The Bonds and interest thereon are not a debt of the Authority, the City, or
the State or any of its political subdivisions (other than the Agency to the limited extent set
forth in the Indenture), and none of the Authority, the City, or the State or any of its political
subdivisions (other than the Agency to the limited extent set forth in the Indenture) is liable for
payment of the Bonds. In no event shall the Bonds or the interest thereon be payable out of
any funds or properties other than those of the Agency pledged therefore under the Indenture.
The Bonds do not constitute an indebtedness within the meaning of any constitutional or

-13-



statutory debt limitation or restriction. Neither the Members of the Governing Board of the
Agency nor any persons executing the Bonds are liable personally on the Bonds by reason of
their issuance.

Housing Tax Increment Revenues

Allocation of Taxes. The Redevelopment Law provides a means for financing
redevelopment projects based upon an allocation of taxes collected within a project area. The
taxable valuation of a project area last equalized prior to adoption of the redevelopment plan
for the project area, or base roll, is established as of the adoption of the redevelopment plan.
Thereafter, except for any period during which the taxable valuation drops below the base year
level, the taxing bodies receive the taxes produced by the levy of the then current tax rate upon
the base roll. Taxes collected upon any increase in taxable valuation over the base roll (with the
exception of taxes derived from increases in the tax rate imposed by Taxing Agencies (defined
below) to support new bonded indebtedness) are allocated to the redevelopment agency and
may be pledged to the repayment of any indebtedness incurred in financing or refinancing
redevelopment activities. Redevelopment agencies themselves have no authority to levy or
collect property taxes and must look exclusively to such allocation of taxes.

As provided in the redevelopment plan for the Merged Project Area, and pursuant to
Article 6 of Chapter 6 of the Redevelopment Law and Section 16 of Article XVI of the State
Constitution, taxes levied upon taxable property in the Merged Project Area each year by or for
the benefit of the State of California, the County, the City, any district or other public
corporation (collectively, the “Taxing Agencies”), for fiscal years beginning after the effective
date of the redevelopment plan, will be divided as follows:

(1) To Taxing Agencies: The portion of the taxes that would be produced by the
rate upon which the tax is levied each year by or for each of the Taxing Agencies upon
the total sum of the assessed value of the taxable property in the Merged Project Area
as shown upon the assessment roll used in connection with the taxation of such
property by such Taxing Agency last equalized before the establishment of the Merged
Project Area will be allocated to, and when collected will be paid into the funds of, the
respective Taxing Agencies as taxes by or for those Taxing Agencies.

(2) To the Agency: Except as provided in (3) below, the portion of such levied
taxes each year in excess of the amount referred to in (1) above will be allocated to, and
when collected will be paid into a special fund of, the Agency to the extent necessary to
pay indebtedness of the Agency, including but not limited to its obligation to repay the
Bonds and any Parity Debt that may be issued by the Agency.

(3) To Taxing Agencies: The portion of the taxes identified in (2) above that is
attributable to a tax rate levied by a Taxing Agency for the purpose of producing
revenues in an amount sufficient to make annual repayments of principal of, and the
interest on, any bonded indebtedness for the acquisition or improvement of real
property approved by the voters of the Taxing Agency on or after January 1, 1989, will
be allocated to, and when collected shall be paid into, the fund of the Taxing Agency.

Housing Set-Aside Amounts. Sections 33334.2 and 33334.6 of the Redevelopment Law
require each redevelopment agency to set aside not less than 20% of all tax increment revenues
allocated to the redevelopment agency in a low and moderate income housing fund (the “Low
and Moderate Income Housing Fund”) to be expended for authorized low and moderate
income housing purposes. Amounts on deposit in the Low and Moderate Income Housing
Fund may also be applied to pay debt service on bonds, loans or advances used to provide
financing for such low and moderate income housing purposes. The Housing Tax Increment
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Revenues which are pledged under the Indenture to secure the repayment of the Bonds consist
of the amounts to be deposited in the Low and Moderate Income Housing Fund, other than
any tax increment revenues arising from the Alameda Landing Property otherwise to be
deposited therein (see “SECURITY FOR THE BONDS—Senior Indebtedness; Excluded Area”),
amounts required to be deposited to the District Housing Fund under the AUSD Agreement,
but only to the extent that the Agency’s obligations thereunder have not been subordinated to
the payment of debt service on the Bonds (as described in the next paragraph), and any
Business Inventory Subvention.

On November 12, 1991, the Agency and the Alameda Unified School District (the
“AUSD”) entered into the AUSD Agreement. The AUSD Agreement provides for, among
other matters, the Agency to deposit in a special District Housing Fund created by the Agency,
eight percent (8%) of the tax increment revenues otherwise payable to the Agency from the
Original BWIP Project Area, subject to the provisions of the AUSD Agreement. Amounts to
be deposited to the District Housing Fund constitute forty percent of the tax increment funds
from the Original BWIP Project Area otherwise required to be deposited by the Agency to its
Low and Moderate Income Housing Fund. Under Section 10 of the AUSD Agreement, the
AUSD has agreed to subordinate its interest under the AUSD Agreement (including any
otherwise required deposit to the District Housing Fund) to the repayment of Agency
indebtedness for the BWIP Project Area under certain circumstances. The Agency has taken all
actions necessary to subordinate its obligations under the AUSD Agreement to the payment of
debt service on the Senior Debt and on the Bonds.

Possible Limitations on Housing Tax Increment Revenues. The Agency has no power to levy
and collect property taxes, and any property tax limitation, legislative measure, voter initiative
or provisions of additional sources of income to Taxing Agencies that have the effect of
reducing the property tax rate could reduce the amount of Housing Tax Increment Revenues
that would otherwise be available to pay the Agency's obligations including the principal of,
premium (if any) and interest on the Bonds. Likewise, broadened property tax exemptions
could have a similar effect. See “BONDOWNERS' RISKS” and “CONSTITUTIONAL AND
STATUTORY PROVISIONS AFFECTING TAX REVENUES.”

As is mentioned under the heading “INTRODUCTION—The Merged Redevelopment
Project,” the last day for the Agency to receive tax increment revenues (including Housing Tax
Increment Revenues) from property in the WECIP Project Area is July 5, 2036. From and after
that date, the only source of Housing Tax Increment Revenues that are pledged to the
repayment of the Bonds will be Housing Tax Increment Revenues arising from property in the
BWIP Project Area. See “THE MERGED PROJECT AREA—Redevelopment Plan
Limitations.”

Senior Indebtedness; Excluded Area

Senior Debt. On November 3, 2003, the Agency issued its Community Improvement
Commission of the City of Alameda Tax Allocation Refunding Bonds (Business and
Waterfront Improvement Area), Series 2003C (the “2003 Series C Bonds”) in the initial
principal amount of $17,510,000, and its Community Improvement Commission of the City of
Alameda Taxable Tax Allocation Refunding Bonds (Business and Waterfront Improvement
Area), Series 2003D (the “2003 Series D Bonds”) in the initial principal amount of $1,025,000,
both pursuant to an Indenture of Trust, dated as of October 1, 2003 (the “2003 Indenture”),
between the Agency and Union Bank, N.A., as trustee. The net proceeds of the 2003 Series C
Bonds and of the 2003 Series D Bonds were used to refund certain prior obligations of the
Agency, a portion of the proceeds of which prior obligations were used to finance housing
activities of the Agency.
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As a result of such use of prior obligations to fund housing activities, the pledge of tax
increment revenues under the 2003 Indenture to secure the repayment of the 2003 Series C
Bonds and the 2003 Series D Bonds includes a pledge of the portion of the Housing Tax
Increment Revenues attributable to the BWIP Project Area in an amount necessary to pay
15.85% of the scheduled debt service on the 2003 Series C Bonds and all of the scheduled debt
service on the 2003 Series D Bonds. The pledge of the Housing Tax Increment Revenues
attributable to the BWIP Project Area under the Indenture is subordinate to the pledge of such
revenues under the 2003 Indenture with respect to 15.85% of the scheduled debt service on the
2003 Series C Bonds and all of the scheduled debt service on the 2003 Series D Bonds.
However, any tax increment revenues arising from the Excluded Area (see discussion in the
second succeeding paragraph) otherwise required to be deposited to the Agency’s Low and
Moderate Income Housing Fund is pledged to the payment of, and can be used to pay, 15.85%
of the scheduled debt service on the 2003 Series C Bonds and all of the scheduled debt service
on the 2003 Series D Bonds.

Senior Refunding Debt. The pledge of Housing Tax Increment Revenues under the
Indenture is also subordinate to the pledge thereof with respect to any future “Senior
Refunding Debt.” Senior Refunding Debt is defined in the Indenture as any loan, bond, note,
advance or indebtedness the proceeds thereof are used to refund all or a portion of the Senior
Debt (and to pay costs of issuance of and fund a reserve fund for such refunding debt), and
the debt service payable from Housing Tax Increment Revenues due on such refunding debt in
any twelve month period commencing each February 1 in which the refunding debt is
outstanding is not greater than the debt service payable from Housing Tax Increment Revenues
due in each such twelve month period on the portion of the Senior Debt refunded with the
proceeds of such refunding debt.

Excluded Area. On December 4, 2007, the Agency entered into a First Amendment to
Disposition and Development Agreement (Alameda Landing Mixed Use Project) (the
“Amendment to DDA”) with Palmtree Acquisition Corporation (“Palmtree”).  The
Amendment to DDA amended the Disposition and Development Agreement (Alameda
Landing Mixed Use Project) dated as of December 5, 2006 (the “DDA”) relating to the
development of certain real property owned by the Agency. The Amendment to DDA, among
other provisions, amended the DDA to require that any pledge of tax increment revenues from
the Merged Project Area contain an express exclusion of tax increment revenues arising from a
77 acre site known as the “Alameda Landing Property,” and to instead use such tax increment
revenue to repay an obligation of the Agency under the DDA. The Housing Tax Increment
Revenue pledged to the repayment of the Bonds specifically excludes any tax increment
revenues attributable to the Alameda Landing Property; however, as described above, any tax
increment revenues from the Alameda Landing Property are pledged to the payment of debt
service on the Senior Debt.

Pledge Under the Indenture

The Bonds and any future Parity Debt issued under the Indenture (collectively referred
to in this Official Statement as the “Outstanding Agency Bonds”) are secured by a pledge of
and lien on all of the Housing Tax Increment Revenues, without preference or priority for
series, issue, number, dated date, sale date, date of execution or date of delivery, subject only
to the prior pledge of the Housing Tax Increment Revenues with respect to the Senior Debt or
any Senior Refunding Debt. The Outstanding Agency Bonds are additionally secured by a first
and exclusive pledge of and lien upon all of the moneys in the Reserve Account, the Pledged
Housing Set-Aside Fund, the Debt Service Fund, the Interest Account, the Principal Account,
the Sinking Account and the Redemption Account. Except for the Housing Tax Increment
Revenues and amounts in such funds and accounts created under the Indenture, no funds or
properties of the Agency are pledged to, or otherwise liable for, the payment of principal of or
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interest or redemption premium (if any) on the Bonds. Amounts in the Costs of Issuance Fund
and the Housing Projects Fund established pursuant to the Indenture are not pledged as
security for the Bonds.

The term “Housing Tax Increment Revenues” is defined in the Indenture as all taxes
annually allocated and paid to the Agency with respect to the Merged Project Area pursuant
to Article 6 of Chapter 6 (commencing with Section 33670) of the Redevelopment Law and
Section 16 of Article XVI of the Constitution of the State, including all payments, subventions
and reimbursements (if any) to the Agency specifically attributable to ad valorem taxes lost by
reason of tax exemptions and tax rate limitations, which are required to be deposited into the
Low and Moderate Income Housing Fund of the Agency in any Fiscal Year pursuant to Section
33334.2 or 33334.6 of the Redevelopment Law; but excluding (a) any such taxes arising from
the Alameda Landing Property (see “SECURITY FOR THE BONDS—Senior Indebtedness;
Excluded Area”); (b) amounts required to be deposited to the District Housing Fund under
the AUSD Agreement, but only to the extent that the Agency’s obligations thereunder have not
been subordinated to the payment of debt service on the Bonds (see “SECURITY FOR THE
BONDS—Housing Tax Increment Revenues — Housing Set-Aside Amounts” for a discussion
regarding the AUSD Agreement and its subordination to the Bonds), and (c) any Business
Inventory Tax Subvention. Except for the pledge of the portion of the Housing Tax Increment
Revenues attributable to the BWIP Project Area under the 2003 Indenture described under the
heading “SECURITY FOR THE BONDS—Senior Indebtedness; Excluded Area” above, the
Housing Tax Increment Revenues are not subject to the pledge and lien of any indebtedness of
the Agency other than the Bonds and any Parity Debt that may hereafter be issued in
accordance with the Indenture, and certain other obligations which are made or are by their
terms subordinate to the payment of the Bonds. See “THE MERGED PROJECT AREA—
Outstanding Indebtedness.”

Pledged Housing Set-Aside Fund; Deposit of Housing Tax Increment Revenues

There has been established by the Indenture a special fund known as the “Pledged
Housing Set-Aside Fund,” which is held by the Agency. Under the Indenture, the Agency has
covenanted to deposit all of the Housing Tax Increment Revenues received in any Bond Year,
after satisfying the requirements of the Senior Debt or any Senior Refunding Debt for debt
service payments due on the Senior Debt and any Senior Refunding Debt during the twelve
month period that commences on the February 1 occurring during such Bond Year, in the
Pledged Housing Set-Aside Fund promptly upon receipt thereof by the Agency, until such
time (if any) during such Bond Year as the amount on deposit in the Pledged Housing Set-
Aside Fund equals the aggregate amounts required to be transferred to the Trustee pursuant
to the Pledged Housing Set-Aside Fund and Debt Service Fund provisions of the Indenture for
such Bond Year. So long as any Bonds are outstanding, the Agency shall not have any
beneficial right or interest in the moneys on deposit in the Pledged Housing Set-Aside Fund,
except as may be provided in the Indenture and in any Parity Debt Instruments that may be
executed in connection with the issuance of Parity Debt.

On or before each date on which interest on the Bonds becomes due and payable, the
Indenture provides that the Agency withdraw from the Pledged Housing Set-Aside Fund and
deposit with the Trustee the amount of money necessary to make the deposits described under
the subheadings “Interest Account,” “Principal Account,” “Sinking Account,” “Reserve
Account,” and “Redemption Account” under the subheading “Debt Service Fund” below. All
Housing Tax Increment Revenues received by the Agency at any time during any Bond Year in
excess of the amount required to be transferred to the Trustee during such Bond Year as
described in the preceding sentence are released from the pledge and lien under the Indenture
and the Agency may use such excess Housing Tax Increment Revenues for any lawful purpose
of the Agency.
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Debt Service Fund

There is established under the Indenture a fund known as the “Debt Service Fund,” to
be held by the Trustee. All moneys in the Debt Service Fund are required to be set aside by the
Trustee in the following respective special accounts within the Debt Service Fund (each of
which is created under the Indenture and each of which the Trustee agrees in the Indenture to
cause to be maintained), in the following order of priority: (i) Interest Account; (ii) Principal
Account; (iii) Sinking Account; (iv) Reserve Account; and (v) Redemption Account. All
moneys in each of such accounts shall be held in trust by the Trustee and shall be applied,
used and withdrawn only for the purposes authorized in the Indenture and described below.
So long as any Bonds are outstanding, the Agency shall not have any beneficial right or interest
in the moneys on deposit in the Debt Service Fund, except as may be provided in the
Indenture.

Interest Account. On or before each date on which interest on the Bonds becomes due
and payable, the Agency shall withdraw from the Pledged Housing Set-Aside Fund and
transfer to the Trustee for deposit in the Interest Account an amount which, when added to the
amount then on deposit in the Interest Account, will be equal to the aggregate amount of the
interest becoming due and payable on the Bonds and on any Parity Debt theretofore issued
(collectively, the “Outstanding Agency Bonds”) on such date. All moneys in the Interest
Account shall be used and withdrawn by the Trustee solely for the purpose of paying the
interest on the Outstanding Agency Bonds as it shall become due and payable (including
accrued interest on any Outstanding Agency Bonds purchased or redeemed prior to maturity
pursuant to the Indenture).

Principal Account; Sinking Account. On or before each date on which principal of the
Outstanding Agency Bonds becomes due and payable at maturity, or date on which any
Outstanding Agency Bonds that are Term Bonds become subject to mandatory Sinking
Account redemption, the Agency shall withdraw from the Pledged Housing Set-Aside Fund
and transfer to the Trustee for deposit (i) in the Principal Account an amount which, when
added to the amount then on deposit in the Principal Account, will be equal to the amount of
principal coming due and payable on such date on the Outstanding Agency Bonds; and (ii) in
the Sinking Account an amount which, when added to the amount then contained in the
Sinking Account, will be equal to the aggregate principal amount of the Outstanding Agency
Bonds that are Term Bonds subject to mandatory Sinking Account redemption on such date.
In the event that the amount then in the Pledged Housing Set-Aside Fund, following the
transfer described in the preceding subparagraph (a), is not sufficient to fully fund the
amounts described in the preceding clauses (i) and (ii), the Trustee shall deposit the available
funds in the Pledged Housing Set-Aside Fund pro rata to the Principal Account and the
Sinking Account, based on the aggregate principal and Sinking Account payments then due on
the Outstanding Agency Bonds. All moneys in the Principal Account shall be used and
withdrawn by the Trustee solely for the purpose of paying the principal of the Outstanding
Agency Bonds upon the maturity thereof. All moneys on deposit in the Sinking Account shall
be used and withdrawn by the Trustee for the sole purpose of paying the principal of the
Outstanding Agency Bonds that are Term Bonds as it shall become due and payable upon the
mandatory Sinking Account redemption thereof.

Reserve Account. In the event that the amount on deposit in the Reserve Account at
any time becomes less than the Reserve Requirement, the Trustee (to the extent known to it)
shall promptly notify the Agency of such fact. Promptly upon receipt of any such notice, the
Agency shall transfer to the Trustee from the Pledged Housing Set-Aside Fund an amount
sufficient to maintain the Reserve Requirement on deposit in the Reserve Account. Amounts in
the Reserve Account shall be used and withdrawn by the Trustee for the purpose of making
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transfers to (i) the Interest Account, and (ii) the Principal Account and the Sinking Account, in
such order of priority (pro rata to the Principal Account and the Sinking Account, based upon
the principal and sinking account payments then due, if the amount then in the Reserve
Account, after satisfying any deficiency in the Interest Account, is not sufficient to fully satisfy
any then deficiencies in the Principal Account and the Sinking Account), on any date which the
principal of or interest on the Outstanding Agency Bonds becomes due and payable hereunder,
in the event of any deficiency at any time in any of such accounts, or at any time for the
retirement of all the Outstanding Agency Bonds. If, as of any Interest Payment Date, no Event
of Default shall have occurred and then be continuing and the aggregate amount on deposit in
the Reserve Account is in excess of the then Reserve Requirement, the Trustee shall withdraw
the excess amount and transfer the excess amount to the Interest Account to be used for the
purposes of such account.

Redemption Account. On or before each date on which Outstanding Agency Bonds are
subject to redemption, other than mandatory sinking account redemption of Outstanding
Agency Bonds that are Term Bonds, the Agency shall withdraw from the Pledged Housing Set-
Aside Fund and transfer to the Trustee for deposit in the Redemption Account an amount
required to pay the principal of and premium, if any, on the Outstanding Agency Bonds to be
so redeemed on such date. All moneys in the Redemption Account shall be used and
withdrawn by the Trustee solely for the purpose of paying the principal of and premium, if
any, on the Outstanding Agency Bonds upon the redemption thereof, on the date set for such
redemption, other than mandatory sinking account redemptions of Outstanding Agency
Bonds that are Term Bonds.

Reserve Account

There is established under the Indenture a separate account known as the “Reserve
Account,” which is to be held by the Trustee in trust. The Indenture requires that an amount
equal to the Reserve Requirement be maintained in the Reserve Account at all times, and any
deficiency therein be replenished from available moneys in the Pledged Housing Set-Aside
Fund as described under the subheading “Reserve Account” under the subheading “Debt
Service Fund” above. As defined in the Indenture, the term “Reserve Requirement” means, as
of any date of calculation by the Agency, the least of (i) ten percent (10%) of the initial
principal of the Outstanding Agency Bonds, (ii) 125% of Average Annual Debt Service with
respect to the Outstanding Agency Bonds and any future Parity Debt, or (iii) Maximum
Annual Debt Service with respect to the Outstanding Agency Bonds and any future Parity
Debt. Immediately following the issuance of the Bonds, the Reserve Requirement will be
$1,103,500.00. So long as no Event of Default shall have occurred and be continuing under the
Indenture, any amount in the Reserve Account in excess of the Reserve Requirement as of any
Interest Payment Date for the Bonds shall be withdrawn from the Reserve Account by the
Trustee and deposited in the Interest Account for use as described under the subheading
“Debt Service Fund—Interest Account” above.

The Agency has the right at any time to release funds from the Reserve Account, in
whole or in part, by tendering to the Trustee (i) a Qualified Reserve Account Credit Instrument
and (ii) an opinion of Bond Counsel stating that neither the release of such funds nor the
acceptance of such Qualified Reserve Account Credit Instrument will cause interest on the
Tax-Exempt Bonds to become includable in gross income for purposes of federal income
taxation. Upon tender of such items to the Trustee, and upon delivery by the Agency to the
Trustee of written calculation of the amount permitted to be released from the Reserve
Account (upon which calculation the Trustee may conclusively rely), the Trustee will transfer
such funds from the Reserve Account to the Agency free and clear of the lien of the Indenture.
The Indenture requires that the Trustee comply with all documentation relating to a Qualified
Reserve Account Credit Instrument as may be required to maintain the Qualified Reserve
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Account Credit Instrument in full force and effect and as may be required to receive payments
thereunder in the event and to the extent required to make any payment when and as required
under the Reserve Account provisions of the Indenture.

At least fifteen (15) days prior to the expiration of any Qualified Reserve Account
Credit Instrument, the Agency is obligated either (i) to replace such Qualified Reserve Account
Credit Instrument with a new Qualified Reserve Account Credit Instrument, or (ii) to deposit
or cause to be deposited with the Trustee an amount of funds such that the amount on
deposit in the Reserve Account is equal to the Reserve Requirement (without taking into
account such expiring Qualified Reserve Fund Credit Instrument). In the event that the
Agency fails to take action as described in clause (i) or (ii) of the preceding sentence, the
Trustee will, prior to the expiration thereof, draw upon the Qualified Reserve Account Credit
Instrument in full and deposit the proceeds of such draw in the Reserve Account.

In the event that the Reserve Requirement is at any time maintained in the Reserve
Account in the form of a combination of cash and a Qualified Reserve Account Credit
Instrument, the Trustee will apply the amount of such cash to make any payment required to
be made from the Reserve Account before the Trustee draws any moneys under the Qualified
Reserve Account Credit Instrument for such purpose. In the event that the Trustee at any time
draws funds under a Qualified Reserve Account Credit Instrument to make any payment then
required to be made from the Reserve Account, the Housing Tax Increment Revenues thereafter
received by the Trustee, to the extent remaining after making the other deposits (if any) then
required to be made pursuant to Debt Service Fund provisions of the Indenture, will be used to
reinstate the Qualified Reserve Account Credit Instrument. See APPENDIX A—SUMMARY
OF CERTAIN PROVISIONS OF THE INDENTURE—Definitions for the definition of
Qualified Reserve Account Credit Instrument.

Issuance of Parity Debt

The Agency may at any time after the issuance and delivery of the Bonds issue Parity
Debt under the Indenture payable from the Housing Tax Increment Revenues and secured by a
lien and charge upon the Housing Tax Increment Revenues equal to and on a parity with the
lien and charge under the Indenture securing the Bonds, but only subject to specific conditions.
Those conditions include the requirement that the Agency provide to the Trustee a certificate or
opinion of an Independent Redevelopment Consultant showing:

(i) for the current and each future Bond Year the Annual Debt Service for each
such Bond Year with respect to all Bonds and Parity Debt to be outstanding following
the issuance of the Parity Debt; and

(ii) the Housing Tax Increment Revenues projected to be received by the
Agency in each Fiscal Year during the term of the Bonds and the Parity Debt to be
issued, assuming no growth in assessed value from the then Fiscal Year, but taking into
account all Plan Limitations and other known factors which would cause a reduction in
Housing Tax Increment Revenues in any future Bond Year, plus at the option of the
Agency, the Additional Allowance (see APPENDIX A - “Summary of Certain
Provisions of the Indenture -- Definitions”); and

(ifi)  that (A) the Housing Tax Increment Revenues referred to in (ii) above,
plus (B) any tax increment revenues arising from the Alameda Landing Property
available to pay debt service on the Senior Debt and any Senior Refunding Debt (but
not in any event more than the scheduled debt service on such Senior Debt and Senior
Refunding Debt), are at least equal to 125% of the aggregate Annual Debt Service for
each Bond Year on all Bonds, Parity Debt, Senior Debt and Senior Refunding Debt to be
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outstanding following the issuance of the Parity Debt (excluding debt service with
respect to any portion of the Parity Debt deposited in an escrowed proceeds account as
described below).

For the purposes of the issuance of Parity Debt, Annual Debt Service shall not include
the principal and interest attributable to the portion of any Parity Debt which are deposited in
an escrow fund held by an escrow agent, provided that the instrument pursuant to which the
Parity Debt have been issued provides that: (a) such proceeds in the escrow fund shall be
deposited or invested with or secured by an institution rated “A” by S&P or “A” by Moody’s
at a rate of interest which, together with amounts made available by the Agency from bond
proceeds or otherwise, is at least sufficient to pay Annual Debt Service on said portion of the
principal of the Parity Debt; (b) moneys may be transferred from said escrow fund only if the
Parity Debt test described in clause (iii) above is met with respect to the amounts to be
transferred from the escrow fund; and (c) Parity Debt shall be redeemed from moneys
remaining on deposit in said escrow fund at the expiration of a specified escrow period in such
manner as may be determined by the Agency. See APPENDIX A—SUMMARY OF CERTAIN
PROVISIONS OF THE INDENTURE—Issuance of Parity Debt.

Issuance of Subordinate Debt

The Agency may incur subordinate debt in the form of tax allocation bonds, or other
debt secured by a pledge of Housing Tax Increment Revenues subordinate to the pledge
thereof under the Indenture (the “Subordinate Debt”); however, the Indenture requires that the
issuance of any Subordinate Debt (after taking into account the Outstanding Agency Bonds
and all other obligations of the Agency payable from Housing Tax Increment Revenues) shall
not cause the Agency to exceed any applicable Plan Limitations and the Agency will at all
times that the Bonds are outstanding have sufficient capacity to receive Housing Tax
Increment Revenues in an amount at least equal to the remaining Debt Service on the
Outstanding Agency Bonds. See “THE MERGED PROJECT AREA—Redevelopment Plan
Limitations” and APPENDIX A—SUMMARY OF CERTAIN PROVISIONS OF THE
INDENTURE.

Investments

The proceeds of the Bonds and other moneys required to be deposited in the funds and
accounts established by the Indenture and held by the Trustee will be invested in Permitted
Investments, as defined in the Indenture. Amounts held by the Agency in the Pledged Housing
Set-Aside Fund will be invested in any lawful investments for the Agency under applicable
law. See “BONDOWNERS’" RISKS—Investment of Housing Tax Increment Revenues and
Other Funds” and APPENDIX A—SUMMARY OF CERTAIN PROVISIONS OF THE
INDENTURE—Definitions.

THE AGENCY
General
The Agency is a public body, corporate and politic, existing under and by virtue of the

Redevelopment Law. The Agency was activated by the City Council in 1982 pursuant to
Ordinance No. 2103.
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Agency Members

The Agency is governed by a 5-member board of commissioners which consists of all
members of the City Council. The members of the board of commissioners of the Agency and
the expiration dates of their respective terms of office are listed below.

Board Member Expiration of Term
Beverly Johnson December 2012
Rob Bonta December 2014
Doug deHaan December 2012
Lena Tam December 2014
Marie Gilmore December 2014

Agency Powers

All powers of the Agency are vested in its board members. Pursuant to the
Redevelopment Law, the Agency is a public body separate and apart from the City or the
Authority, and exercises governmental functions, including planning and implementing
redevelopment projects. The debts and obligations of the Agency are not debts or obligations
of the City or the Authority.

The Agency may exercise the authority to issue bonds for authorized purposes and to
expend the proceeds thereof, and the right to acquire, sell, rehabilitate, develop, administer or
lease property. The Agency may demolish buildings, clear land and cause to be constructed
certain improvements, including streets, sidewalks and utilities, and can further prepare for
use as a building site any real property which it owns or administers.

In addition to the power to issue bonds, the Agency is authorized to expend or advance
funds available to the Agency for the purpose of increasing, improving and preserving the
community’s supply of low and moderate income housing available at affordable housing cost
to persons and families of low and moderate income, including very low income persons. In
carrying out this purpose, the Agency may exercise any or all of its powers, including
providing financial assistance and/or pledging Agency funds to pay for plans for and
construction of buildings and structures and related onsite or offsite improvements, to provide
subsidies to or for the benefit of very low income households and to pay principal and interest
and other financing costs relating to bonds, loans, advances or other indebtedness.

Agency Financial Statements

The annual financial report of the Agency for the fiscal year ended June 30, 2010 is
included as Appendix C to this Official Statement. The financial statements referred to above
have been audited by Caporicci & Larson, Inc., San Francisco, California, independent certified
public accountants (the “Auditor”). The Agency has not requested nor did the Agency obtain
permission from the Auditor to include the audited financial statements as an appendix to
this Official Statement. In addition, the Auditor has not performed any post-audit review of
the financial condition or operations of the Agency and has not reviewed this Official
Statement.
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THE MERGED PROJECT AREA

General

In July 1983, the City Council approved the WECIP Project Area to assist in the
financing of streets, utilities, and other public improvements necessary to alleviate blight on
properties along the Oakland/Alameda estuary and to make private sector investment
economically feasible. The WECIP Project Area is located adjacent to and south of the
Oakland Estuary, and east of Webster Street and the Webster Street Tube (as well as right of
way contained in the commercial business street, known as Webster Street). The WECIP
Project Area is an irregularly shaped area of approximately 225 acres of public and private
land, divided into two segments separated by Constitution Way. The assessed valuation of
real property within the WECIP Project Area for fiscal year 2010-11 was $501,971,937.

In June 1991, the City Council approved the Original BWIP Project Area, which is an
irregularly shaped area of approximately 749 acres of public and private land. The Original
BWIP Project Area includes the Park Street and Webster Street business districts, two
neighborhood commercial districts along Lincoln Avenue, most of the estuary waterfront from
Tilden Way to the former Alameda Naval Air Station, now Alameda Point, the Civic Center,
and the primary entrances to the City. The assessed valuation of real property in the Original
BWIP Project Area for fiscal year 2010-11 was $889,021,697.

In March 1998, the City Council approved the redevelopment plan for the Agency’s
Alameda Point Improvement Project (the “APIP Project Area”), consisting of approximately
2,688 acres of land and water comprised of the former Alameda Naval Air Station and a
portion of the Fleet Industrial Supply Center (FISC). The APIP Project Area included a 123
acre area identified as the “Exchange Area” which included an East Housing Area and a
portion of the FISC property. The Housing Tax Increment Revenues do not include any tax
increment revenues from the APIP Project Area, except tax increment revenues from the
Exchange Area which has been added to the Original BWIP Project Area as described below.
The assessed valuation of real property in the Exchange Area for fiscal year 2010-11 was
$342,079,321.

Fiscal Merger of Project Areas

Under the authority granted in Article 16 of Chapter 4 of Part 1 of Division 24 of the
Redevelopment Law pertaining to the merger of redevelopment project areas, on April 1, 2003,
the City Council of the City adopted Ordinance Nos. 2896 and 2897 amending and merging
the redevelopment plans for the WECIP Project Area and the Original BWIP Project Area in
order to (i) add the Exchange Area to the Original BWIP Project Area (the Original BWIP
Project Area, together with the Exchange Area, is referred to in this Official Statement as the
“BWIP Project Area”), (ii) fiscally merge the BWIP Project Area and the WECIP Project Area,
and (iii) to extend or reestablish eminent domain powers at the Agency in the WECIP Project
Area and the BWIP Project Area. The merged WECIP Project Area and the BWIP Project Area
is referred to in this Official Statement as the “Merged Project Area.” By reason of the fiscal
merger, except as provided in the next paragraph, under Section 33486 of the Redevelopment
Law, tax increment revenues attributable to the WECIP Project Area and the BWIP Project
Area may be allocated to the Merged Project Area for purposes of paying the principal of, and
interest on, indebtedness incurred by the Agency to finance or refinance, in whole or in part,
redevelopment activities within any portion of the Merged Project Area. Notwithstanding the
foregoing, the Housing Tax Increment Revenues can be used to finance housing activities
anywhere within or of benefit to the property in the Merged Project Area.
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Under Section 33486(b) of the Redevelopment Law, however, any indebtedness of the
Agency incurred prior to April 1, 2003 on account of the WECIP Project Area or the BWIP
Project Area will be paid from such project area’s tax increment revenues as needed to comply
with the terms of any bond resolution or agreement pledging tax increment revenues from the
respective project area, before tax increment revenues can be used for Merged Project Area
indebtedness. The only such pre-April 1, 2003 indebtedness of the Agency secured by a pledge
of any of the Housing Tax Increment Revenues is the 1992 Loan Agreement, which will be
discharged with proceeds of the 2011 Series B Bonds. See “FINANCING PLAN" herein.

A map highlighting the Agency’s project area is shown on the following page. Note
that tax increment revenues from the APIP Project Area, including that portion of such
revenues required to be deposited to the Agency’s low and moderate income housing fund, are
not included in the Housing Tax Increment Revenues pledged to the repayment of the Bonds.
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Redevelopment Plan Limitations

Provisions of the Redevelopment Law and the Redevelopment Plans for the WECIP
Project Area and the BWIP Project Area that comprise the Merged Project Area establish
various time limits for undertaking redevelopment activities and for repaying debt incurred to
finance redevelopment projects. These time limits for the WECIP Project Area, the Original
BWIP Project Area and the Exchange Area that make up the Merged Project Area are set forth
in the table below.

TABLE 1
MERGED PROJECT AREA
REDEVELOPMENT PLAN LIMITATIONS
WECIP Original BWIP
Limit Project Area Project Area Exchange Area

Debt Establishment None None 4/1/2023
Plan Effectiveness 7/5/2026 6/18/2032 4/1/2034
Debt Repayment 7/5/2036 6/18/2042 4/1/2049

Source: Fiscal Consultant’s Report in Appendix D.

Note that by reason of amendments to the Redevelopment Plans for the WECIP Project Area
and the BWIP Project Area permitted by SB 211, there is no time limit applicable to the
incurrence of debt by the Agency with respect to such project areas.

The Agency currently may not receive, and may not repay indebtedness with the
proceeds from property taxes received pursuant to Section 33670 of the Redevelopment Law
and the Redevelopment Plan as it applies to each of the WECIP Project Area, the Original
BWIP Project Area and the Exchange Area, beyond the respective dates indicated in the table
above, except in order to fulfill the Agency’s housing obligations under Section 33333.8(a) of
the Redevelopment Law (as provided in Sections 33333.2(a)(3), 33333.6(a) and 33333.8(c) of
the Redevelopment Law) and the Redevelopment Plan. By reason of the foregoing limitation
on the receipt of tax increment revenues, and the last date for the receipt of tax increment
revenues from property in the WECIP Project Area being July 5, 2036 as shown in Table 1
above, from and after July 5, 2036 the only source of Housing Tax Increment Revenues to
repay the Bonds will be those revenues arising from property in the BWIP Project Area.

Redevelopment project areas adopted prior to January 1, 1994 were required to
establish limits on the amount of bonded indebtedness that may be outstanding at any time
and limits on the amount of tax increment revenue that could be received over the life of a
project area. When the WECIP Project Area and the Original BWIP Project Area were fiscally
merged, individual limits for these project areas were combined to form the following limits for
the Merged Project Area:

Bonded Indebtedness Limit: $210,000,000
Tax Increment Revenue Limit: $691,000,000

However, tax increment revenue from the Exchange Area is not subject to a tax increment
revenue limit since the redevelopment plan attributable to the Exchange Area was adopted
after January 1, 1994 (and pursuant to an amendment to make technical clarifying changes to
the Redevelopment Plan pursuant to Ordinance No. 2999 adopted by the City Council on July
22,2009).
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Based on tax increment receipt records of the Agency, tax increment revenue for the
Original BWIP Project Area and WECIP Project Area have totaled approximately
$137,000,000 through fiscal year 2009-10, representing approximately 20% of the above-
shown aggregate tax increment receipt limit. Based upon the maximum allowable inflationa
growth factor of 2% per year, the Agency expects that $507,000,000 million (or 73%) of the
aggregate $691,000,000 limit will be received by the Agency through the fiscal year 2041-42
tax increment receipt time limit for the Original BWIP Project Area. The $691,000,000 tax
increment revenue limit is projected to be reached prior to the end of the last fiscal year the
Agency could receive tax increment to repay debt from the WECIP Project Area and the
Original BWIP Project Area (last fiscal year being 2041-2042) if assessed values were to grow
at a future annual rate of more than approximately 3.75% per year commencing in fiscal year
2012-13. Between fiscal years 2005-06 and 2010-11, assessed values in the Original BWIP
Project Area grew an average annual rate of approximately 6.1% per year and assessed values
in the WECIP Project Area grew at 0.7% per year, representing a weighted average of 4.0% per
year. As stated above, the Exchange Area is not subject to a tax increment revenue limit, and
the foregoing weighted average was computed without regard to tax increment revenues from
the Exchange Area.

Outstanding Indebtedness

In addition to (i) the loan to the Agency under the 1992 Loan Agreement to be
discharged with proceeds of the 2011 Series B Bonds, and (ii) the Senior Debt (constituting the
2003 Series D Bonds and a portion of the 2003 Series C Bonds), the Agency has incurred the
following obligations payable from all or a portion of the Housing Tax Increment Revenues:

(a) The Agency and the AUSD are parties to the AUSD Agreement pursuant to
which the Agency is obligated to deposit forty-percent of the tax increment revenues
from the Original BWIP Project Area otherwise required to be deposited to the
Agency’s low and moderate income housing fund to a “District Housing Fund” for use
by the School District subject to the terms and conditions of the AUSD Agreement. The
AUSD Agreement allows for the subordination of the Agency’s obligations thereunder
to indebtedness incurred by the Agency for the BWIP Project Area, and the Agency has
taken all actions necessary to subordinate its obligations under the AUSD Agreement
to the repayment of the Bonds and the Senior Debt. SEE “SECURITY FOR THE
BONDS—Housing Tax Increment Revenues — Housing Set-Aside Amounts.”

(b) The Agency entered into an agreement with the Housing Authority in 1989
whereby it agreed to use housing set-aside funds generated within the WECIP Project
Area to support a 186-unit affordable housing development known as Independence
Plaza. The Agency is obligated to reimburse the Housing Authority semi-annually for a
rental subsidy, operating costs, debt service, and other expenses related to the initial
development and on-going maintenance of the affordable units. The payment to the
Housing Authority under the agreement is limited to housing set-aside funds generated
within the WECIP Project Area after the Agency’s administrative costs related to the
agreement and debt service on tax allocation bonds referenced in the agreement (bonds
originally issued in 1985, then redeemed with proceeds of the 1992 Bonds, and now
proposed to be repaid with the prepayment of the loan under the 1992 Loan Agreement
to be discharged with proceeds of the 2011 Series B Bonds). Payment is limited to the
actual amount of the rental subsidy and other reimbursable expenses. Payments
pursuant to this agreement are an unsecured contractual obligation of the Agency’s
Low and Moderate Income Housing Fund, and the Agency’s obligations under this
agreement are subordinate to its obligations with respect to the Bonds.
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(c) The Agency is a party to a settlement agreement dated October 5th 2010
with Francis and Catherine Collins. The Agency agreed to reimburse site-specific tax
increment and housing set-aside to be generated by a proposed development on a 9.4
acre property to fund eligible expenses related to the proposed project. Pursuant to the
agreement, the Agency has agreed to enter into an owner participation agreement that
would provide for such reimbursement; however, no such agreement has yet been
executed. The settlement agreement represents an unsecured contractual obligation of
the Agency.

(d) The Agency entered into a Affordable Housing Reimbursement Agreement
with the Housing Authority on February 2, 2011. The Agency agreed to reimburse the
Housing Authority for a series of projects identified in the agreement using any and all
existing or future housing set-aside funds or bond proceeds, which are not budgeted or
appropriated for payment of other indebtedness. The Agency’s obligations under the
agreement are expressly subordinate to bonded indebtedness.

Assessed Valuation

A breakdown of the fiscal year 2010-11 assessed valuation of $1,733,072,955 in the
Merged Project Area by category of land use is shown in the following table.
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TABLE 2
MERGED PROJECT AREA
BREAKDOWN OF ASSESSED VALUATION BY CATEGORY OF LAND USE

2010-11
Designated Land Use No. of Parcels Taxable Value % of Total
Commercial Properties
Office 60 $216,465,002 12.5%
Retail 261 243,006,629 14.0
Miscellaneous 82 51,145,363 3.0
Hotel & Motel 7 27,020,843 1.6
Vacant Commercial Land 26 38,731,979 2.2
Subtotal Commercial 436 $576,369,816 33.3%
Industrial Properties
Light Industrial 45 $143,852,077 8.3%
Warehouse / Distribution 22 38,361,014 2.2
Miscellaneous 6 8,087,469 0.5
Vacant Industrial Land 21 6,015,352 0.3
Subtotal Industrial 94 $196,315,912 11.3%
Residential Properties
Condominiums 212 $ 71,006,527 4.1%
Single Family 841 424,377,482 24.5
Multi-Family 143 61,176,252 35
Vacant Residential Land 213 115,104,134% 6.6
Common Area 144 0 0.0
Subtotal Residential 1,553 $671,664,395 38.8%
Other Uses
Institutional 47 $ 36,913,356 2.1%
Other Uses 0 0 0.0
Publicly Owned 105 0 0.0
SBE Assessed® 0 30,717,668 1.8
Unsecured Assessments® 0 221,091,808 12.8
Subtotal Other Uses 152 $288,722,832 16.7%
Merged Project Total 2,235 $1,733,072,955 100.0%

Source: Alameda County Assessor’s Office, as reported by the Fiscal Consultant. See APPENDIX D—FISCAL
CONSULTANT’S REPORT.
) Primarily consists of recently completed single family homes within the Bayport residential project that as of July
1,2010 weresstill assigned a “vacantland” classification in the County’s database.
@ Alameda County Auditor-Controller.
® Unsecured values are represented by 2,811 unsecured assessments per the Alameda County Assessor’s Office.

See Tables 3.1 and 3.2 in the Fiscal Consultant’s Report in Appendix D for tables showing the
land uses for each of the BWIP Project Area and the WECIP Project Area, respectively.

As shown in the table above, the Merged Project Area’s land use composition is diverse,
including commercial, residential and industrial uses. Residential uses represent the dominant
use, accounting for 38.8% of total assessed value for the Merged Project Area. Commercial
properties account for 33.3% of the total valuation, unsecured assessments and other property
accounts for 16.7% of the total valuation, and industrial properties account for 11.3% of the
total valuation.

The following table shows the actual assessed values for the WECIP Project Area, the

Original BWIP Project Area and the Exchange Area that comprise the Merged Project Area for
Fiscal Years 2005-06 to 2010-11, based upon the County Auditor-Controller’s equalized rolls
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and incremental values of property within the Merged Project Area as reported by the Fiscal
Consultant.

1L

IIL.

Iv.

Original BWIP Area
Secured

Utility

Unsecured

Total

% change from prior year

Exchange Area
Secured

Utility

Unsecured

Total

% change from prior year

WECIP Area

Secured

Utility

Unsecured

Total

% change from prior year

Total Merged Project Area

TABLE 3

MERGED PROJECT AREA
HISTORICAL TAXABLE VALUES AND TOTAL INCREMENTAL VALUE
(Fiscal Years Ended June 30)

Secured

Utility

Unsecured

Total

% change from prior year

2005-06 2006-07 2007-08 2008-09 2009-10 2010-11
$560,528,311  $608,029,375  $654,795711  $725436290  $761,379,702  $760,681,122
9,445,683 9,435,664 9,332,179 9,332,179 9,332,179 11,980,900
92,003,246 89,285,845 100,022,594 113,420,919 121,896,940 116,359,675
$661,977,240  $706,750,884  $764,150,484  $848,189,388  $892,608,821  $889,021,697
N/A 6.8% 8.1% 11.0% 5.2% -0.4%
$92,701,480  $178,060,762  $294,067,443  $360,128533  $360,271,569  $340,353,219
0 0 0 0 0 0
996,681 3,160,490 993,213 1,648,641 2,332,693 1,726,102
$93,698,161  $181,221,252  $295,060,656  $361,777,174  $362,604262  $342,079,321
N/A 93.4% 62.8% 22.6% 0.2% 5.7%
$350,497,196  $360,866,093  $363,556,456  $382,742,061  $385,855,662  $380,229,138
16,923,752 16,836,796 16,384,958 16,384,958 16,384,958 18,736,768
116,507,972 116,866,130 116,674,149 121,034,239 115,860,988 103,006,031
$483,928920  $494569,019  $496,615563  $520,161,258  $518,101,608  $501,971,937
N/A 2.2% 0.4% 4.7% -0.4% 3.1%
$1,003,726,987  $1,146,956,230  $1,312,419,610 $1,468,306,884  $1,507,506,933  $1,481,263,479
26,369,435 26,272,460 25,717,137 25,717,137 25,717,137 30,717,668
209,507,899 209,312,465 217,689,956 236,103,799 240,090,621 221,091,808
$1,239,604,321 $1,382,541,155 $1,555,826,703 $1,730,127,820 $1,773,314,691 $1,733,072,955
N/A 11.5% 12.5% 11.2% 2.5% 2.3%

Source: Alameda County Auditor-Controller, as reported by the Fiscal Consultant. See APPENDIX D—FISCAL
CONSULTANT’S REPORT.

-30-



Gl WO N -

[e>RNeRe RN )}

The aggregate total taxable assessed value for the ten largest taxpayers in the Merged
Project Area for Fiscal Year 2010-11 is $439,749,018. This amount is approximately 31% of
the $1,426,439,961 Merged Project Area incremental value and approximately 25% of the
$1,733,072,955 total Merged Project Area assessed value. Information regarding the ten largest
taxpayers in the Merged Project Area is set forth in Table 4 below.

TABLE 4
MERGED PROJECT AREA
FISCAL YEAR 2010-11 LARGEST PROPERTY TAXPAYERS BY ASSESSED VALUE
2010-11 % of Merged Project
No. of Assessed Total Incremental

Assessee Name Property Use(s) Parcels” Value Value® Value®
Legacy Partners Business Park 44 $208,753,173 12.0% 14.6%
Wind River Systems, Inc. Office 9 74,100471 43 52
SRM Marina Investors LLC Marina, Office 11 35,586,786 2.1 25
CREA Bridgeside LLC Shopping Center 3 33,530,000 1.9 24
Worthington William F Jr Tr & Nursing/ 1 22,693,192 1.3 1.6
Oakmont Senior Living of Custodial Care Facility
Alameda ETAL
Extra Space Properties Two LLC ~ Warehouse 3 15,941,294 09 1.1
Victoria Marina LLC Shopping Center 4 15,060,200 09 11
Central Alameda LLC Medical /Dental Office 2 12,719,749 0.7 0.9
BRE ESA Properties LLC Motel 2 11,219,435 0.6 0.8
SCLTD 604 & SCLTD 701 Medical /Dental Offices 1 10,144,718 0.6 0.7
Totals: 80 $439,749,018 25.4% 30.8%

Source: Alameda County Assessor’s 2010-11 Assessment Roll, as reported by the Fiscal Consultant. See APPENDIX
D—FISCAL CONSULTANT’S REPORT.

(1) Number of secured parcels and / or unsecured assessments.

(2) Based uponreported Fiscal Year 2010-11 Merged Project Area aggregate assessed value of $1,733,072,955.

(3) Based uponreported Fiscal Year 2010-11 Merged Project Area aggregate incremental value of $1,426,439,961.

Of the largest taxpayers by assessed value listed in the table above, each of the entities
listed as 1 through 7 above has filed one or more appeals with regard to their respective
assessed value. See “THE MERGED PROJECT AREA—Appeals of Assessed Values,” and
Table 2 and Section 4.0 in the Fiscal Consultant’s Report in Appendix D.

The largest assessee in the Merged Project Area shown in Table 4 above, Legacy
Partners, through two related entities, owns the Legacy Marina Village development and the
Alameda Center Development, each located in the WECIP Project Area. The Legacy Marina
Village development includes 1,110,081 square feet of office and office-tech space in 34
buildings. The Alameda Center Development includes 155,000 square feet of office/research
and development space in 4 buildings. For more information regarding Legacy Partners,
including the Legacy Marina Village, the Alameda Center, and other projects in which it is
involved, see the company’s website at www.legacypartners.com. Such website is in no way
incorporated into this Official Statement and the Authority has no responsibility whatsoever
with respect to it.

As discussed under “THE MERGED PROJECT AREA—Redevelopment Plan
Limitations,” after July 5, 2036 only Housing Tax Increment Revenues arising from property in
the BWIP Project Area will be available to pay the debt service on the Bonds. Some of the
entities listed in Table 4 above have property that is only located in the WECIP Project Area.
See Tables 2.1 and 2.2 in the Fiscal Consultant’s Report in Appendix D for tables showing the
ten largest taxpayers in each of the BWIP Project Area and the WECIP Project Area,
respectively.
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Annual Tax Receipts to Tax Levy

Tax increment revenues are allocated to the Agency by the County of Alameda based
upon allocation formulas implemented under the County’s Teeter Plan. As shown in the Fiscal
Consultant’s Report, each of the five past fiscal years the Agency has received 100% of its
share of the computed total tax levy consistent with County policy. See Table 6 in APPENDIX
D—FISCAL CONSULTANT’S REPORT for information regarding historical receipts to the
computed secured tax levy for the five most recent fiscal years.

Appeals of Assessed Values

Pursuant to California law, property owners may apply for a reduction of their
property tax assessment by filing a written application, in the form prescribed by the State
Board of Equalization, with the appropriate county board of equalization or assessment
appeals board (the “Appeals Board”). After the applicant and the assessor have presented
their arguments, the Appeals Board makes a final decision on the proper assessed value. The
Appeals Board may rule in the assessor’s favor, in the applicant’s favor or the Appeals Board
may set its own opinion of the proper assessed value, which may be more or less than either
the assessor’s opinion or the applicant’s opinion.

Any reduction in the assessment ultimately granted applies to the year for which
application is made and during which the written application was filed. After a reduction is
allowed, the property is reviewed on an annual basis to determine its full cash value and the
valuation may be adjusted accordingly. This may result in further reductions or increases in
value. Such increases are in accordance with the actual cash value of the property and may
exceed the maximum annual inflationary growth rate allowed on other properties under
Article XIITA of the State Constitution. Once the property has regained its prior value,
adjusted for inflation, it is once again subject to the annual inflationary growth rate allowed
under Article XIIIA.

Appeals for reduction in the “base year” value of an assessment, if successful, reduce
the assessment for the year in which the appeal is taken and prospectively after that. The “base
year” is determined by the completion date of new construction or the date of change of
ownership. Any base year appeal must be made within four years of the change of ownership
or new construction date.

Refunds for taxpayer overpayment of property taxes may include refunds for
overpayment of taxes in years after that which was appealed. Any taxpayer payment of
property taxes that is based on a value that is subsequently adjusted downward will require a
refund for overpayment.

The Fiscal Consultant’s Report in Appendix D notes that seven of the top ten assesses
in the Merged Project Area have filed appeals of their assessed values which, if successful,
could decrease the Housing Tax Increment Revenues pledged to the repayment of the Bonds.
While the total assessed value reduction requested by the top seven assesses aggregates
$166,296,701 (or approximately 9.5% of the aggregate fiscal year 2010-11 assessed value for
the Merged Project Area), the Fiscal Consultant has projected that the appeals will only result
in a $47,034,713 reduction in assessed value (or approximately 2.7% of the aggregate fiscal
year 2010-11 assessed value for the Merged Project Area). See Sections 3.5 and 4.0 of, and
Table 2 in, the Fiscal Consultant’s Report in Appendix D.
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Proposition 13 Inflationary Adjustments

Article XIITA of the California Constitution (referred to below as “Proposition 13”) and
State Board of Equalization (“SBE”) Rule 460, subdivision (b)(5) provide that “the full value
of real property shall be modified to reflect the percentage change in cost of living ... provided
that such value shall not reflect an increase in excess of 2 percent of the taxable value of the
preceding lien date.” The California Consumer Price Index (“CCPI”) establishes the inflation
rate used to determine the “percentage change in cost of living.” This annual inflationary rate
is determined by the SBE and is based on the statewide consumer price index for the previous
year (October to October). In most years, the CCPI has exceeded 2 percent and has been
reflected in the 2% Proposition 13 limitation on upward valuation adjustments (described
under the heading “CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING TAX
REVENUES—Property Tax Limitations — Article XIIIA”). Since 1978, there have been seven
occurrences when the inflationary adjustment rate was less than 2%; fiscal years 1983-84,
1995-96, 1996-97, 1999-00, 2004-05, 2010-11 and 2011-12. The inflationary adjustments for
these fiscal years were 1.000%, 1.194%, 1.115%, 1.853%, 1.867%, -0.237% and 0.753%,
respectively.

Until Fiscal Year 2010-11, in more than 30 years since the passage of Proposition 13,
the annual inflationary adjustment has never resulted in a reduction to the prior year assessed
valuation calculated from the Proposition 13 base year values adjusted for the CCPI annual
inflationary rate. However, the California State Board of Equalization announced that the
CCPI inflation factor for Fiscal Year 2010-11 is -0.237% (referred to as a “deflation factor”).
The blanket application of the deflation factor will apply to all properties in the Merged Project
Area, will impact the assessed value growth rate of properties that are not sold or newly
constructed, and will reduce the amount of property taxes received by the Agency. The Fiscal
Year 2010-11 assessed valuation for the Merged Project Area, as reported by the County
Auditor-Controller, reflects the -0.237% “deflation factor.” The Fiscal Consultant has taken
into account the reported Fiscal Year 2011-12 inflation factor of 0.753% in projecting the Fiscal
Year 2011-12 Merged Project Area assessed values in the Fiscal Consultant’s Report and
included in this Official Statement.

Proposition 8 Reassessments

In addition to reductions in assessed valuations in the Merged Project Area due to
appeals and inflationary adjustments, the County Assessor also may reduce assessed values
pursuant to Section 51 of the California Revenue and Taxation Code (referred to as
“Proposition 8” reductions). This code section requires that for each lien date the value of real
property shall be the lesser of its base year value annually adjusted by the inflation factor
pursuant to Article XIIIA of the State Constitution or its full cash value taking into account
reductions in value due to damage, destruction, depreciation, obsolescence, removal of
property or other factors causing a decline in value. Reductions made under this code section
may be initiated by the County Assessor or requested by the property owner. After a roll
reduction is granted under this section, the property is reviewed on an annual basis to
determine its full cash value and the valuation is adjusted accordingly. This may result in
further reductions or in value increases. Increases reflect the actual full cash value of the
property and may exceed the maximum annual inflationary growth rate allowed on other
properties under Article XIIIA of the State Constitution. Once the property has regained its
prior value, adjusted for inflation it once again is subject to the annual inflationary factor
growth rate allowed under Article XIIIA.

Section 3.3 in the Fiscal Consultant’s Report in Appendix D entitled “Proactive Review

by Assessor for Declines in Market Value” contains information regarding Proposition 8
reductions for properties located throughout the County. The Fiscal Consultant reports that
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the 2010-11 assessment roll prepared by the County Assessor reflects a proactive review of
assessed values County-wide relative to market with resulting reductions to assessed value
under Proposition 8; and that on a County-wide basis, the 2010-11 roll reflects a downward
adjustment to approximately 22% of parcels in the County due to a general decline in market
value. The County has indicated plans to conduct a similar County-wide review in preparing
the 2011-12 roll.

The Fiscal Consultant reports that for 2010-11, the City assessment roll reflects an
aggregate $496 million in Proposition 8 reductions across 3,899 parcels. The vast majority of
these Proposition 8 reductions are for residential properties. For non-residential uses,
Proposition 8 reductions were limited to 45 parcels representing an aggregate downward
adjustment of $32 million. County database information enabling these reductions to be
allocated to parcels in the Merged Project Area was not available to the Fiscal Consultant;
however, the Fiscal Consultant notes that approximately 19% of the assessed valuation of the
City is within the Merged Project Area. See the table in Section 3.3 of the Fiscal Consultant’s
Report in Appendix D for historic Proposition 8 adjustments relative to parcels in the City for
the last 3 Fiscal Years.

BWIP Project Area Pass-Through Payments

See Section 6.1 in the Fiscal Consultant’s Report in Appendix D for a discussion of
certain statutory pass-through obligations of the Agency related to the Original BWIP Project
Area. The calculations and projections by the Fiscal Consultant of Housing Tax Increment
Revenues in the Fiscal Consultant’s Report and in this Official Statement are net of any such
pass-through obligations of the Agency. There are no statutory pass-through obligations of
the Agency with respect to the Exchange Area or the WECIP Project Area that affect the
calculation of or which are payable from Housing Tax Increment Revenues.

Tax Revenue Projections and Debt Service Coverage

The following table is derived from Table 7.0 in the Fiscal Consultant’s Report (the
complete text of which is in Appendix D), and depicts the projected Housing Tax Increment
Revenues available to pay debt service on the Bonds, as estimated by the Fiscal Consultant,
based upon the assumptions described in the Fiscal Consultant’s Report, some of which are
described in the footnotes to the Table.
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TABLE 5
MERGED PROJECT AREAS
PROJECTION OF TAX INCREMENT REVENUES
(in thousands)

Pledged
Assessed Senior Liens Housing Net
Total Value Gross SBE Total Tax Subordinate Housing
Fiscal Real®  Personal® Assessed Over Tax®  Unitary Section® Housing® Senior Increment AUSDY Tax
Year Property Property  Value Base®  Increment Revenue 33676  Set-Aside  Debt” Revenues® Payment Revenues
2010-2011  $1,466,764 $266,309 $1,733,073 $1,426,440 $ 14,264 $ 40 $ (502) $ 2761 $ (438) $2,323 $ (438) $1,884
2011-2012 1,387,897 249,896 1,637,793 1,331,160 13,312 40 (533) 2,564 (430) 2,134 (403) 1,730
2012-2013 1,415,655 249,896 1,665,551 1,358,918 13,589 40 (564) 2,613 (198) 2,416 (412) 2,003
2013-2014 1,443,968 249,896 1,693,864 1,387,231 13,872 40 (596) 2,663 (198) 2,465 (422) 2,043
2014-2015 1,472,847 249,896 1,722,743 1,416,110 14,161 40 (628) 2,715 (198) 2,517 (431) 2,086
2015-2016 1,502,304 249,896 1,752,200 1,445,567 14,456 40 (662) 2,767 (197) 2,570 (441) 2,129
2016-2017 1,532,350 249,896 1,782,246 1,475,613 14,756 40 (695) 2,820 (196) 2,624 (450) 2,174
2017-2018 1,562,997 249,896 1,812,893 1,506,260 15,063 40 (730) 2,875 (197) 2,678 (460) 2,218
2018-2019 1,594,257 249,896 1,844,153 1,537,520 15,375 40 (765) 2,930 (197) 2,733 (471) 2,263
2019-2020 1,626,142 249,896 1,876,038 1,569,405 15,694 40 (801) 2,987 (196) 2,791 (481) 2,310
2020-2021 1,658,665 249,896 1,908,561 1,601,928 16,019 40 (838) 3,044 (195) 2,849 (491) 2,358
2021-2022 1,691,838 249,896 1,941,734 1,635,101 16,351 40 (875) 3,103 (195) 2,908 (502) 2,406
2022-2023 1,725,675 249,896 1,975,571 1,668,938 16,689 40 913) 3,163 (194) 2,969 (513) 2,456
2023-2024 1,760,188 249,896 2,010,085 1,703,452 17,035 40 (952) 3,224 (195) 3,030 (525) 2,505
2024-2025 1,795,392 249,806 2,045,289 1,738,656 17,387 40 (992) 3,287 (194) 3,093 (536) 2,557
2025-2026 1,831,300 249,896 2,081,196 1,774,563 17,746 40 (1,033) 3,351 (193) 3,157 (548) 2,609
2026-2027 1,867,926 249,896 2,117,822 1,811,189 18,112 40 (1,074) 3,416 (192) 3,224 (560) 2,664
2027-2028 1,905,285 249,896 2,155,181 1,848,548 18,485 40 (1,116) 3,482 (192) 3,290 (572) 2,718
2028-2029 1,943,390 249,896 2,193,287 1,886,654 18,867 40 (1,159) 3,550 (192) 3,358 (584) 2,774
2029-2030 1,982,258 249,896 2,232,154 1,925,521 19,255 40 (1,203) 3,618 (191) 3,428 (597) 2,831
2030-2031 2,021,903 249,896 2,271,800 1,965,167 19,652 40 (1,247) 3,689 (190) 3,499 (610) 2,889
2031-2032 2,062,341 249,896 2,312,238 2,005,605 20,056 40 (1,293) 3,761 (191) 3,570 (623) 2,947
2032-2033 2,103,588 249,896 2,353,484 2,046,851 20,469 40 (1,340) 3,834 0 3,834 (636) 3,197
2033-2034 2,145,660 249,896 2,395,556 2,088,923 20,889 40 (1,387) 3,908 0 3,908 (650) 3,258
2034-2035 2,188,573 249,896 2,438,469 2,131,836 21,318 40 (1,435) 3,985 0 3,985 (664) 3,320
2035-203617 2,232,345 249,896 2,482,241 2,175,608 21,756 40 (1,485) 4,062 0 4,062 (678) 3,384
2036-2037 1,704,782 128,336 1,833,117 1,540,246 15,402 8 (1,535) 2,775 0 2,775 (693) 2,082
2037-2038 1,738,877 128,336 1,867,213 1,574,342 15,743 8 (1,587) 2,833 0 2,833 (708) 2,125
2038-2039 1,773,655 128,336 1,901,990 1,609,119 16,091 8 (1,639) 2,892 0 2,892 (723) 2,169
2039-2040 1,809,128 128,336 1,937,463 1,644,593 16,446 8 (1,692) 2,952 0 2,952 (738) 2,214
2040-2041 1,845,310 128,336 1,973,646 1,680,775 16,808 8 (1,747) 3,014 0 3,014 (754) 2,260
2041-2042 1,882,217 128,336 2,010,552 1,717,681 16,801 8 (1,802) 3,001 0 3,001 (740) 2,261
Cumulative Total $541,919  $1,088  $(34820) $101,639 $(4,759) $96,882  $(18,054)  $78,824

Sou

M

2
©)

©
(10)

rce: Table 7.0 in Fiscal Consultant’s Report in Appendix D.
Based upon maximum inflationary growth of 2%, except in Fiscal Year 2011-12 which is based on reported factor of 0.75%. See
“THE MERGED PROJECT AREA—Proposition 13 Inflationary Adjustments.”
Includes the value of secured and unsecured personal property.
Base year valuation of $306,633 through Fiscal Year 2035-36, and $292,871 for Fiscal Years 2036-37 through 2041-42. Reduction
due to termination of WECIP Project Area tax increment revenues. See “THE MERGED PROJECT AREA — Redevelopment
Plan Limitations.”
Based on the application of 1% tax rate to incremental taxable value. Does not include voter approved over-ride levies.
Allocations per former Section 33676 of the Redevelopment Law.
Based on 20 percent of total of: Gross Tax Increment and SBE Unitary Revenue, less Section 33676 deduction.
Consists of 100% of 2003 Series D Bonds scheduled debt service and 15.85% of 2003 Series C Bonds scheduled debt service,
based on respective portion of proceeds attributable to housing. See “SECURITY FOR THE BONDS—Senior Indebtedness;
Excluded Area — Senior Debt.”
Projection assumes Agency files a statement of indebtedness each year resulting in collection of 100% of gross tax increment
that is available to be allocated. Housing set-aside revenues generated by the Alameda Landing Property are not included in
pledged Housing Tax Increment Revenues. See “SECURITY FOR THE BONDS—Senior Indebtedness; Excluded Area.”
For a discussion regarding the AUSD Agreement, see “SECURITY FOR THE BONDS—Housing Tax Increment Revenues —
Housing Set-Aside Amounts.”
Tax increment revenues after this Fiscal Year will only be receivable from property in the BWIP Project Area. See “THE
MERGED PROJECT AREA—Redevelopment Plan Limitations.”

Receipt of projected Housing Tax Increment Revenues in the amounts and at the times

projected by the Fiscal Consultant depends on the realization of certain assumptions relating

to

by

the net tax increment revenues. Although the Agency believes that the assumptions utilized
the Fiscal Consultant are reasonable, the Agency provides no assurance that the projected

Housing Tax Increment Revenues will be realized. To the extent that the assumptions are not
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actually realized, the Agency’s ability to timely pay principal and interest on the Bonds may be
adversely affected.

The following table sets forth the projected Housing Tax Increment Revenues and debt
service coverage, for the stated term of the Bonds.

TABLE 6
MERGED PROJECT AREA
PROJECTION OF TAX REVENUES, DEBT SERVICE AND DEBT SERVICE COVERAGE
(in thousands)

Total Senior

2003 Series C Debt and

Total Housing and D Bonds 2011 Bonds Bonds Debt Debt Service
Fiscal Year Set-Aside® Debt Service® Debt Service® Service Coverage
2010-2011 $2,761 $(438) $ (546) $ (984) 281%
2011-2012 2,564 (430) (880) (1,310) 196
2012-2013 2,613 (198) (880) (1,078) 242
2013-2014 2,663 (198) (880) (1,078) 247
2014-2015 2,715 (198) (880) (1,078) 252
2015-2016 2,767 (197) (880) (1,077) 257
2016-2017 2,820 (196) (880) (1,076) 262
2017-2018 2,875 (197) (880) (1,077) 267
2018-2019 2,930 (197) (880) (1,077) 272
2019-2020 2,987 (196) (920) (1,116) 268
2020-2021 3,044 (195) (948) (1,143) 266
2021-2022 3,103 (195) (974) (1,169) 265
2022-2023 3,163 (194) (1,003) (1,197) 264
2023-2024 3,224 (195) (1,035) (1,230) 262
2024-2025 3,287 (194) (1,065) (1,259) 261
2025-2026 3,351 (193) (1,098) (1,291) 260
2026-2027 3416 (192) (1,128) (1,320) 259
2027-2028 3,482 (192) (1,163) (1,355) 257
2028-2029 3,550 (192) (1,193) (1,385) 256
2029-2030 3,618 (191) (1,228) (1,419) 255
2030-2031 3,689 (190) (1,262) (1,452) 254
2031-2032 3,761 (191) (1,300) (1,491) 252
2032-2033 3,834 0 (1,529) (1,529) 251
2033-2034 3,908 0 (1,564) (1,564) 250
2034-2035 3,985 0 (1,604) (1,604) 248
2035-2036 4,062 0 (1,639) (1,639) 248
2036-2037 2,775 0 (577) (577) 481
2037-2038 2,833 0 (595) (595) 476
2038-2039 2,892 0 (619) (619) 467
2039-2040 2,952 0 (644) (644) 459
2040-2041 3,014 0 (667) (667) 452
2041-2042 3,001 0 0 0

Source: Piper Jaffray & Co.

(1) Estimated, from Table5 above.

(2) See “SECURITY FOR THE BONDS—Senior Indebtedness; Excluded Area — Senior Debt.” Reflects scheduled
debt service on the Senior Debt for the twelve month period that commences on the February 1* occurring
during therelated Fiscal Year that is payable from Housing Tax Increment Revenues.

(3) Reflects scheduled debt service on the 2011 Bonds for the Bond Year that commences during the related Fiscal
Year. See “DEBT SERVICE SCHEDULE.”

(4) Projected Total Housing Set-Aside divided by Total Senior Debt and Bonds Debt Service.

No assurances are provided by the Agency as to the certainty of the projected Housing

Tax Increment Revenues shown on the foregoing table. Actual revenues may be higher or lower
than what has been projected and are subject to valuation changes resulting from new
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developments or transfers of ownership not specifically identified herein, actual resolution of
outstanding appeals, future filing of appeals, or the non-payment of taxes due.

BONDOWNERS’ RISKS

The following discussion of certain risk factors is not intended to be a complete list of
the risks associated with the purchase of the Bonds and does not purport to reflect the relative
importance of the various risks. Potential investors in the Bonds are advised to consider the
following factors, among others, and to review the other information in this Official Statement
in evaluating an investment in the Bonds. In addition, there can be no assurance that other risk
factors will not become material in the future.

Limited Obligations

THE BONDS ARE SPECIAL OBLIGATIONS OF THE AGENCY PAYABLE SOLELY
FROM THE TAX INCREMENT REVENUES, AS DESCRIBED HEREIN, AND AMOUNTS IN
CERTAIN FUNDS AND ACCOUNTS MAINTAINED UNDER THE INDENTURE, AND
ARE NOT A DEBT OF THE AUTHORITY, THE CITY OR THE STATE OR ANY POLITICAL
SUBDIVISION OF THE STATE (OTHER THAN THE AGENCY, TO THE LIMITED EXTENT
SET FORTH IN THE INDENTURE), AND NONE OF THE AUTHORITY, THE CITY OR THE
STATE OR ANY POLITICAL SUBDIVISION THEREOF (OTHER THAN THE AGENCY), IS
LIABLE THEREFOR. THE BONDS ARE NOT PAYABLE FROM, AND ARE NOT SECURED
BY, ANY FUNDS OF THE AGENCY, OTHER THAN THE TAX INCREMENT REVENUES
AND OTHER MONEYS EXPRESSLY PLEDGED THEREFOR PURSUANT TO THE
INDENTURE. NEITHER THE MEMBERS OF THE GOVERNING BOARD OF THE AGENCY
NOR ANY PERSONS RESPONSIBLE FOR THE EXECUTION OF THE BONDS ARE LIABLE
PERSONALLY FOR PAYMENT OF THE BONDS.

Accuracy of Assumptions

The Fiscal Consultant has made certain assumptions with regard to the availability of
tax increment revenues to estimate the total Housing Tax Increment Revenues available to pay
debt service on the Bonds. The Agency believes these assumptions to be reasonable, but to the
extent the Housing Tax Increment Revenues are less than anticipated, including for any of the
reasons described herein, the Housing Tax Increment Revenues available to pay debt service on
the Bonds may be less than those projected herein and in the Fiscal Consultant’s Report.

Reduction in Assessed Value

Housing Tax Increment Revenues allocated to the Agency and available for payment of
debt service on the Bonds are determined in part by the amount by which the assessed
valuation of property in the Merged Project Area exceeds the respective base year assessed
valuation for such property, and by the current rate at which property in the Merged Project
Area is taxed. The Agency itself has no taxing power with respect to property, nor does it
have the authority to affect the rate at which property is taxed. While substantial growth has
occurred in the Redevelopment Project in prior years, recently property values in general have
declined (see “THE MERGED PROJECT AREA—Proposition 8 Reassessments”) and there
may be future negative adjustments to assessed values due to inflationary factors (see “THE
MERGED PROJECT AREA—Proposition 13 Inflationary Adjustments”). These factors could
cause a reduction of the assessed valuation of taxable property in the Merged Project Area.
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Economic or other factors beyond the Agency’s control, such as a downturn in the local
economy, relocation out of the Merged Project Area by one or more major property owners or
sale of property to a non-profit corporation exempt from property taxation, successful
appeals by property owners for a reduction in a property’s assessed valuation, a reduction of
the general inflationary rate, a reduction in transfers of property or construction activity, or the
destruction of property caused by natural or other disasters, or other events that permit
reassessment of property at lower values could also cause a reduction in the assessed
valuation of taxable property in the Merged Project Area which could result in a reduction of
tax increment revenues. In addition, substantial delinquencies in the payment of property
taxes by the owners of taxable property within the Merged Project Area, could impair the
timely receipt by the Agency of Housing Tax Increment Revenues. See “BONDOWNERS
RISKS'—Property Tax Payment Delinquencies,” “BONDOWNERS RISKS'—Reduction in
Inflationary Rate” and “BONDOWNERS RISKS’—Risk of Earthquake or Other Disaster”
herein. Further, the State electorate or legislature could adopt further limitations with the effect
of reducing Housing Tax Increment Revenues.

Tax increment payments are also adjusted by refunds due to successful assessment
appeals. See “THE MERGED PROJECT AREA—Appeals of Assessed Values” herein. Other
events that are beyond the control of the Agency could occur and cause a reduction in Housing
Tax Increment Revenues, thereby impairing the ability of the Agency to make payments of
principal and interest and premium (if any) when due on the Bonds on a timely basis.

Concentration of Ownership

The top ten largest taxpayers in the Merged Project Area account for approximately
25% of the total assessed value (and approximately 31% of the incremental increase in
assessed value over the base year values) of the Merged Project Area for fiscal year 2010-11.
See Table 3 under the heading “THE MERGED PROJECT AREA—Assessed Valuation” herein.
Also, as noted under the heading “THE MERGED PROJECT AREA—Appeals of Assessed
Values” seven of the top ten largest taxpayers have filed appeals of their assessed values
requesting an aggregate reduction of approximately 9.5% of the aggregate Fiscal Year 2010-11
assessed value for the Merged Project Area. Concentration of ownership presents a risk in that
if one or more of the largest property owners were to relocate their business out of the Merged
Project Area, or were to default in the payment of their property taxes, or were to successfully
appeal the tax assessments on property within the Merged Project Area, a substantial decline
in Housing Tax Increment Revenues could result.

Reduction in Inflationary Rate

Article XIITA of the California Constitution provides that the full cash value base of
real property used in determining taxable value may be adjusted from year to year to reflect
the inflation rate, not to exceed a two percent increase for any given year, or may be reduced to
reflect a reduction in the consumer price index, comparable local data or any reduction in the
event of declining property value caused by damage, destruction or other factors (as described
herein). This measure is computed on a calendar year basis. Any resulting reduction in the full
cash value base over the term of the Bonds could reduce Housing Tax Increment Revenues. See
“THE MERGED PROJECT AREA—Proposition 13 Inflationary Adjustments” for a discussion
of a decrease in assessed values due to a negative inflationary adjustment for Fiscal Year
2010-11. See also “CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING TAX
REVENUES—Property Tax Limitations — Article XIIIA.”
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Real Estate and General Economic Risks

The general economy of the area in and surrounding the Merged Project Area is subject
to all the risks generally associated with real estate and real estate development. Projected
redevelopment of real property within and around the Merged Project Area by the Agency and
private development may be adversely affected by changes in general economic conditions,
fluctuations in the real estate market and interest rates, unexpected increases in development
costs and by other similar factors. Further, real estate development within and around the
Merged Project Area could be adversely affected by future governmental policies, including
governmental policies to restrict or control certain kinds of development. If development and
redevelopment activities in the Merged Project Area encounter significant obstacles of the kind
described herein or other impediments, the economy of the area in and around the Merged
Project Area could be adversely affected, causing reduction of the Housing Tax Increment
Revenues. In addition, if there is a decline in the general economy of the region, the City or the
Merged Project Area, the owners of property within the Merged Project Area may be less able
or less willing to make timely payments of property taxes, causing a delay or stoppage of tax
revenues received by the Agency from the Merged Project Area.

Assessment Appeals

Property taxable values may be reduced as a result of a successful appeal of the
taxable value of property determined by the County Assessor. An appeal may result in a
reduction to the County Assessor’s original taxable value and a tax refund to the applicant
property owner. An assessee may contest either (i) the original determination of the “base
assessment value” of a parcel (i.e., the value assigned after a change of ownership or
completion of new construction), or (ii) the “current assessment value” (i.e., the value as
determined by the County Assessor, which may be no more than the base assessment value
plus the compounded 2% annual inflation factor) when specified factors have caused the
market value of the parcel to drop below current assessment value. At the time of
reassessment, after a change of ownership or completion of new construction, the assessee may
appeal the base assessment value of the property. Under an appeal of a base assessment
value, the assessee appeals the actual underlying market value of the sales transaction or the
recently completed improvement. A successful appeal of the base assessment value of a parcel
has significant future revenue impacts, because a reduced base year assessment will reduce
the compounded future value of the taxable value of the property prospectively. Except for
the two percent inflation factor, the value of the property cannot be increased until a change in
ownership occurs or additional improvements are added. Reductions in taxable values in the
Merged Project Area resulting from successful appeals by property owners will reduce the
amount of Housing Tax Increment Revenues available to pay the principal of and interest on
the Bonds.

The County Assessor’s Office has proactively reduced assessed values for thousands
of parcels in the County. See “THE MERGED PROJECT AREA—Proposition 8
Reassessments.” No assurance can be given that there will not be additional actions by the
County Assessor to reduce assessed value of parcels in the County, some of which may be in
the Merged Project Area, or that there will not be property owner assessment appeals for
parcels in the Merged Project Area. Reductions in taxable values in the Merged Project Area
resulting from successful appeals by property owners and Proposition 8 reductions will reduce
the amount of Housing Tax Increment Revenues available to pay the principal of and interest
on the Bonds.
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Investment of Housing Tax Increment Revenues and Other Funds

Housing Tax Increment Revenues from the County are deposited in the City’s pooled
investment fund prior to their transfer to the Trustee for deposit by the Trustee in the accounts
within the Debt Service Fund established under the Indenture. Under the Indenture, moneys in
the Debt Service Fund, the Interest Account, the Principal Account, the Sinking Account, the
Reserve Account and the Redemption Account must be invested by the Trustee in Permitted
Investments (as defined in the Indenture), and moneys in the Pledged Housing Set-Aside Fund
and the Housing Projects Fund may be invested by the Agency in any lawful investment for
Agency funds. See APPENDIX A—SUMMARY OF CERTAIN PROVISIONS OF THE
INDENTURE—Definitions.

Certain Bankruptcy Risks

The enforceability of the rights and remedies of the owners of the Bonds and the
obligations of the Agency may become subject to the federal bankruptcy code and applicable
bankruptcy, insolvency, reorganization, moratorium, or similar laws relating to or affecting the
enforcement of creditors’ rights generally, now or hereafter in effect; usual equitable 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 federal Constitution; and the
reasonable and necessary exercise, in certain exceptional situations of the police power inherent
in the sovereignty of the State and its governmental bodies in the interest of servicing 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 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. A delay
would increase the likelihood of a delay or default in payment of the principal of and interest
on the Bonds and the possibility of delinquent tax installments not being paid in full.

Risk of Earthquake or Other Disaster

The State, including the City, is subject to periodic earthquake activity. The land in the
Merged Project Area also is subject to flood and tsunami risk. If an earthquake, tsunami or
other disaster were to substantially damage or destroy taxable property within the Merged
Project Area, the assessed valuation of such property could be reduced. There is no assurance
that property owners within the Merged Project Area maintain earthquake, disaster or flood
insurance or that any such insurance would be sufficient in the event of an earthquake,
tsunami or other disaster. Further, there is no assurance that federal, State or other emergency
funds will be provided or would be sufficient for reconstruction in the Merged Project Area in
the event of an earthquake, tsunami or other disaster. A reduction of assessed valuations in
the Merged Project Area could result in a reduction of Housing Tax Increment Revenues, which
could impair the ability of the Agency to make payments of principal of and interest on the
Bonds when due.

Hazardous Substances

Owners and operators of real property may be required by law to remedy conditions of
the property relating to releases or threatened releases of hazardous substances. The federal
Comprehensive Environmental Response, Compensation and Liability Act of 1980, sometimes
referred to as “CERCLA” or “Superfund Act,” is the most well known and widely applicable
of these laws. In addition, California laws impose particular requirements with regard to
hazardous substances. Under many of these laws, the owner (or operator) is obligated to
remedy a hazardous substances condition of property whether or not the owner (or operator)
has anything to do with creating or handling the hazardous substance. Further, such liabilities
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may arise not simply from the existence of a hazardous substance but from the method of
handling it. All of these possibilities could significantly affect the financial and legal ability of a
property owner or operator in the Merged Project Area to develop the affected property or
other adjacent property and the value of such property.

Property Tax Payment Delinquencies

Delinquencies in the payment of tax bills recently have increased throughout California.
While the Agency expects to receive one hundred percent (100%) of its share of the computed
total tax levy due to the County’s current Teeter Plan policy (see “THE MERGED PROJECT
AREA—Annual Tax Receipts to Tax Levy”), there is no guaranty that the County will
continue to apply the Teeter Plan and that the Agency will continue to receive property tax
payments despite delinquencies in the Merged Project Area in the future. See
“CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING TAX REVENUES—
Property Tax Collection Procedures” herein. Further, if the Teeter Plan is terminated by the
County, a significant increase in delinquencies could result in a reduction of Housing Tax
Increment Revenues, which could impair the ability of the Agency to make payments of
principal of and interest on the Bonds when due.

Change in Law

No assurance can be given that the State electorate will not adopt initiatives or that the
Legislature will not enact legislation that will amend the Constitution of the State, the
Redevelopment Law or other laws in a manner that results in a reduction of Housing Tax
Increment Revenues that could adversely affect the Agency’s ability to make debt service
payments on the Bonds. In addition, tax legislation, administrative actions taken by tax
authorities, and court decisions, whether at the federal or state level, may adversely affect the
tax-exempt status of interest on the Bonds under federal or state law and could affect the
market price for, or marketability of, the Bonds. Prospective purchasers of the Bonds should
consult their own tax advisors regarding any pending or proposed federal or state tax
legislation, regulations, rulings or litigation.

Additional Obligations

As described in “SECURITY FOR THE BONDS—Issuance of Parity Debt,” the
Agency’s pledge of Housing Tax Increment Revenues to payment of debt service on the Bonds
will be on a parity with the Agency’s pledge of Housing Tax Increment Revenues with respect
to the payment of any Parity Debt. The potential for the issuance of Parity Debt increases the
risks associated with the Agency’s payment of debt service on the Bonds in the event of a
decrease in the Agency’s collection of Housing Tax Increment Revenues.

Proposition 8 Adjustments

Proposition 8, approved in 1978 (section 51(b) of the California Revenue and Taxation
Code), provides for the assessment of real property at the lesser of its originally determined
(base year) full cash value compounded annually by the inflation factor, or its full cash value
as of the lien date, taking into account reductions in value due to damage, destruction,
obsolescence or other factors causing a decline in market value. Reductions based on
Proposition 8 do not establish new base year values, and the property may be reassessed on a
following lien date up to the lower of the then current fair market value or the factored base
year value. Properties in the County, which includes properties in the Merged Project Area,
have been subject to Proposition 8 adjustments made by the County Assessor. See “THE
MERGED PROJECT AREA—Proposition 8 Reassessments.”
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Levy and Collection of Taxes

The Agency has no independent power to levy and collect property taxes. Any
reduction in the tax rate or the implementation of any constitutional or legislative property tax
decrease could reduce the Housing Tax Increment Revenues, and accordingly, could have an
adverse impact on the ability of the Agency to repay the Bonds. Likewise, delinquencies in the
payment of property taxes and the impact of bankruptcy proceedings on the legal ability of
taxing agencies to collect property taxes could have an adverse effect on the Agency’s ability to
make timely Bond payments. See “THE MERGED PROJECT AREA—Annual Tax Receipts to
Tax Levy.”

ERAF & SERAF Shifts

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

The State budgets for 2005-06, 2006-07 and 2007-08 had no new ERAF payment
requirements. However, in connection with the State budget for Fiscal Year 2008-09, on
September 30, 2008, the California Legislature enacted AB 1389. AB 1389 required a one-time
shift of $350 million from redevelopment agencies to their respective ERAF.

The validity of AB 1389 was challenged in litigation in the Superior Court for Sacramento
County, California Redevelopment Association et al v. Genest et al., Case No. 34-2008-00028334-
CUWM-GDS (“CRA v. Genest”). This case alleged, among other things, that the duties of
county auditors to deposit funds received from redevelopment agencies in County ERAFs are
inconsistent with various state and federal constitutional provisions and are therefore unlawful
and unenforceable. The lawsuit argued that the State raids of redevelopment funds to balance
the State budget are unconstitutional, violating Article XVI, Section 16 of the California
Constitution, which states that redevelopment funds can only be used to finance
redevelopment projects. The lawsuit contended that taking redevelopment funds to balance
the State’s budget does not qualify as a constitutionally permitted use of tax increment. On
April 30, 2009, the Sacramento Superior Court ruled in favor of the petitioners, holding that
petitioners are entitled to declaratory and injunctive relieve invalidating and enjoining Health
and Safety Code Section 33685 as provided for in AB 1389. The court stated that the
“distribution of contributions by RDAs to their county ERAFs ... can be expected to regularly
result in the use of RDA’s tax increment revenues by schools and education programs
unrelated to the RDA’s redevelopment projects.” A judgment was signed by the Sacramento
Superior Court on May 7, 2009, forbidding any of the defendants from taking any actions to
carry out or enforce any of the payment requirements in AB 1389. The State appealed the
decision; however, on September 23, 2009, the State filed a notice of abandonment of its
appeal with the Court, so that the Superior Court judgment became final and no longer subject
to appeal on that date.

In connection with legislation related to the budget for the State for Fiscal Year 2009-10,
on July 24, 2009 the State Legislature adopted AB 26, which was signed by the Governor and
became law on July 28, 2009. AB 26 requires a $1.7 billion one-year transfer, in the aggregate,
from redevelopment agencies to their respective County Supplemental Educational Revenue
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Augmentation Fund (“SERAF”) in 2009-10, plus another $350 million aggregate transfer in
2010-11. A SERAF is similar to an ERAF, except that there is an additional requirement for the
SERAF (in response, in part, to the CRA v. Genest litigation) that moneys in the SERAFs must
be used by school districts and county offices of education to serve pupils living in
redevelopment areas or in housing supported by redevelopment agency funds. The method for
calculating each redevelopment agency’s payment and respective share of the 2009-10 and
2010-11 transfers is similar to that in prior ERAF legislation, except that instead of using the
prior year’s tax increment figures for the basis of calculation, AB 26 requires the calculation to
use the tax increment figures from fiscal year 2006-07 with respect to the SERAF payment
required for both 2009-10 and 2010-11. The Agency’s 2009-10 SERAF payment for all of its
project areas was $4,431,444, and was paid by the Agency by the May 10, 2010 due date for
such payment. The Agency’s 2010-11 SERAF payment is $912,356, and is due by May 10,
2011.

AB 26 provides that the Agency may suspend Housing Set-Aside contributions to its
Low and Moderate Income Housing Fund for 2009-10 or borrow Housing Set-Aside funds in
the Agency’s Low and Moderate Income Housing Fund, in order to make the SERAF payments
- provided the funds are repaid by June 30 of the Fiscal Year occurring 5 years after the Fiscal
Year of the commencement of suspension or borrowing. The Agency made its 2009-10 SERAF
payment by the May 10, 2010 deadline and expects to fund the entire amount of its 2010-11
SERAF payment by the May 10, 2011 deadline. The Agency used funds on hand and funds
borrowed from the Low and Moderate Income Housing Fund for the BWIP Project Area to
make the 2009-10 SERAF payment. The Agency expects to use the same sources of funds to
make the 2010-11 SERAF payment.

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

On October 20, 2009, the California Redevelopment Association, the Union City
Redevelopment Agency and the Fountain Valley Redevelopment Agency filed a lawsuit to
challenge AB 26. The lawsuit asserted that the transfer of property tax increment to the
SERAF is not permitted under Article XVI, Section 16 of the California Constitution. The
complaint also asserted impairment of contract, and gift of public funds arguments. The
issue of consistency with Proposition 1A was also raised. On May 4, 2010, the Superior Court
issued an opinion upholding AB 26. On August 30, 2010, the plaintiffs filed an appeal of the
trial court’s ruling in the Third District Court of Appeal. The appeal seeks repayment of the
fiscal year 2009-10 payment and a prohibition of the second payment. While the plaintiffs are
hopeful that a decision will be rendered prior to the May 2011 date of SERAF payment, the
Appellate Court can take up to eighteen months to make a ruling on the appeal. The Agency,
along with the California Redevelopment Association and other California redevelopment
agencies, believes that the SERAF is unconstitutional but cannot predict the outcome of the
appeal.



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

Proposition 22

The State’s ability to impose future ERAF and SERAF payments on redevelopment
agencies may be affected by Proposition 22, which was approved by the California electorate
on November 2, 2010.

Proposition 22, among other things, amends Sections 24 and 25.5 of Article XIII of the
California Constitution to prohibit the State from reallocating, transferring, borrowing,
appropriating or restricting the use of taxes imposed or levied by a local government solely for
the local government’s purposes.

As applied to redevelopment agencies, Proposition 22 adds Section 25.5(A)(7) to
Article XIII of the State Constitution to prohibit the State from requiring a redevelopment
agency

(A) to pay, remit, loan, or otherwise transfer, directly or indirectly, taxes on ad
valorem real property and tangible personal property allocated to the agency pursuant
to Section 16 of Article XVI of the State Constitution to or for the benefit of the State,
any agency of the State, or any other jurisdiction; or

(B) to use, restrict, or assign a particular purpose for such taxes for the benefit
of the State, any agency of the State, or any other jurisdiction, other than (i) statutory
pass through payments required by Health and Safety Code Sections 33607.5 and
33607.7 and (ii) payments for the purpose of increasing, improving, and preserving the
supply of low and moderate income housing available at affordable housing cost.

Although the passage of Proposition 22 will have no impact upon the Agency’s
obligation to pay SERAF payments, the State Legislative Analyst’s Office (“LAQO”) has stated
that the measure prohibits the State from enacting new laws that require redevelopment
agencies to shift funds to schools or other agencies.

No assurance can be provided that Proposition 22 will be implemented as
contemplated by the LAO. In addition, Proposition 22 is subject to interpretation by the courts
and there can be no assurance that the measure will not be challenged by the State or other
parties or repealed by the voters of the State in the future.

Proposed 2011-12 State of California Budget and Redevelopment Agencies

On January 10, 2011, Governor Jerry Brown released his proposed budget for fiscal year
2011-12 (“Proposed Budget”). The Proposed Budget is designed to address an estimated
budget shortfall of $25.4 billion in the fiscal year 2011-12 California State Budget. The budget
shortfall consists of an $8.2 billion projected deficit for 2010-11 and a $17.2 billion gap
between projected revenues and spending in 2011-12. The Governor’s proposal includes
approximately $12.5 billion in budget cuts, $12 billion in tax extensions and changes, and $1.9
billion in other solutions. The Governor is calling for a statewide special election in June to
extend for five more years tax measures currently set to expire.



Most notably for prospective owners of the Bonds, the Proposed Budget proposed
disbanding redevelopment agencies and redirecting property tax increment from successor
agencies.

Draft Legislation to Eliminate Redevelopment Agencies and Restrict Activities

Draft legislation implementing the Governor’s Proposed Budget was released by the
Department of Finance of the State on February 23, 2011 (the "draft legislation”). On March 3,
2011, after making certain revisions to the Governor’s Proposed Budget, the Joint Budget
Committee of the California Legislature voted six to four in favor of the Governor’s Proposed
Budget (as revised), which still includes the draft legislation. Since then, the draft legislation —
in a revised form and introduced as SB 77 and AB 101 -- has been considered by both the
Assembly and the Senate, respectively, but SB 77/AB 101 have not yet been adopted. The
Agency can provide no assurances that SB 77/AB 101 will be enacted in their present form, in
a different form, or at all. See “BONDOWNER’S RISKS—Alternative and Other Proposed
Legislation Affecting Redevelopment Agencies” for a description of legislation that has been
proposed as an alternative to SB77/AB101, and other proposed legislation affecting
redevelopment agencies.

A brief summary of SB 77/AB 101 is set forth below, but investors are encouraged to
read SB 77/AB 101 in their entirety. Copies of SB 77/AB 101 can be obtained from the
following California Legislature internet address (this address is provided for the convenience
of investors and the website is not incorporated in this Official Statement):
http:/ /www .leginfo.ca.gov/bilinfo.html.

SB 77/AB 101 are styled as urgency measures, which require a two-thirds vote of each
house of the Legislature for passage; urgency legislation is effective immediately upon passage
and upon the signature of the Governor. However, it is possible that, if SB 77/AB 101 are
included as a part of a complete budget package passed by the Legislature, it could be passed
with only majority vote approval and still become effective immediately. SB 77/AB 101 make
it clear that their provisions would not be retroactive to the extent they would dissolve
redevelopment agencies or prohibit the issuance of new indebtedness.

SB 77/AB 101 declare that it is the intent of the Legislature to do the following:

“(1) Bar existing redevelopment agencies from incurring new obligations,
prior to their dissolution, that would divert any more money from core governmental
functions and dissolve all existing redevelopment agencies effective July 1, 2011. It is
further the intent of the Legislature that the greatest amount of funding be realized from
these actions in order to provide additional funds for core governmental services.

(2) Allocate property tax revenues to successor agencies for making
payments on indebtedness incurred by the redevelopment agency prior to its
dissolution and allocate remaining balances in accordance with applicable constitutional
and statutory provisions.

(3) Beginning July 1, 2012, allocate these funds according to the existing
property tax allocation within each county, except for enterprise special districts, after
reserving passthrough amounts, to make the funds available for cities, counties, special
districts, and school and community college districts to provide core governmental
services. As a result of these actions, it is estimated that, by the 2012-13 fiscal year, these
local entities will receive $1.9 billion per year in new resources to use for their core
priorities.



4) Require successor agencies to expeditiously wind down the affairs of the
dissolved redevelopment agencies and to provide the successor agencies with limited
authority that extends only to the extent needed to implement a winddown of
redevelopment agency affairs.”

SB 77/AB 101 would suspend immediately upon adoption a variety of Agency
activities, including the issuance of bonds and the entering into of contracts, but would allow
agencies to continue to make all scheduled payments for “enforceable obligations,” which is a
defined term that includes bonds. As described under “FINANCING PLAN,” the Agency has
entered into an Owner Participation Agreement obligating it to issue the 2011 Series A Bonds
and use the proceeds thereof. No assurance can be given that the Owner Participation
Agreement will constitute an “enforceable obligation” for purposes of SB 77/AB 101. Because
SB 77/AB 101 purport to prohibit the Agency from entering into new contracts after the
effective date of the draft legislation, it is not clear whether the Agency would be authorized to
enter into new contracts, if the Owner Participation Agreement is unenforceable or is otherwise
terminated, involving the expenditure of 2011 Series A Bond proceeds for housing projects
after the effective date of SB 77/AB 101.

Thereafter, on July 1, 2011, SB 77/AB 101 would dissolve all redevelopment agencies
and vest their remaining powers in successor agencies. Each successor agency would be
governed by a new seven-member oversight board, which would consist of, among others, at
least one member (and perhaps two) appointed by the county board of supervisors, a member
selected by the largest special district (by property tax share), and two members selected to
represent schools and community college districts. One member of the public would be
appointed by the county board of supervisors and one member representing the employees of
the former redevelopment agency would be appointed by the chair of the board of supervisors.

Again, because SB 77/AB 101 would prohibit the successor agency from entering into
new contracts, it is not clear whether the successor agency would be authorized to enter into
new contracts involving the expenditure of 2011 Series A Bond proceeds for housing projects,
if the Owner Participation Agreement is unenforceable or is otherwise terminated, after the
effective date of the draft legislation. In addition, SB 77/AB 101 would direct the State
Controller to review and order the reversal of post-January 1, 2011 asset transfers, and would
obligate the oversight board to direct the successor agency to terminate certain agreements
between the dissolved redevelopment agency and any public entity in the same county.

Under SB 77/AB 101, the county or city that authorized the creation of a
redevelopment agency may elect to retain the housing assets and functions previously
performed by the redevelopment agency or may designate its local housing authority to
perform such functions.

Subject to the approval of the oversight board, each successor agency would be charged
with preparing “Recognized Obligation Payment Schedules” which document the minimum
payments and due dates of payments required by “enforceable obligations” for each half-year
tiscal period. “Enforceable obligations” include, among other things, bonds issued pursuant to
the Community Redevelopment Law (including the required debt service, reserve set-asides
and any other payments required under the indenture or similar documents governing the
issuance of outstanding bonds of the former agency). Commencing January 1, 2012, only
those payments listed in the Recognized Obligation Payment Schedule may be made by the
successor agency from funds specified in the Recognized Obligation Payment Schedule. For
fiscal year 2011-12, the draft of the Recognized Obligation Payment Schedule must be
reviewed and certified, as to its accuracy, by an external auditor. A copy of the approved
Recognized Obligation Payment Schedule must be submitted to the county auditor-controller



and both the State Controller’s office and the State Department of Finance and be posted on
the successor agency Internet Web site.

SB 77/AB 101 provides as follows with respect to pledges that existed prior to the
effective date of the legislation:

It is the intent of this part that all enforceable obligations that were entered into
with a pledge of tax increment by the former redevelopment agencies shall continue to
have the revenues in amounts equivalent to those that were pledged. Property taxes no
longer available to dissolved redevelopment agencies, due to the operation of the act
that added this part, are deemed property tax revenues within the meaning of
subdivision (a) of Section 1 of Article XIIIA of the California Constitution. Property tax
revenues in amounts equivalent to those that were pledged to pay enforceable
obligations are to be deposited into the Redevelopment Obligation Retirement Fund
pursuant to the act adding this part. It is intended that the cessation of any
redevelopment agency shall not affect either the pledge, the legal existence of that
pledge, nor the stream of equivalent revenues available to make good on that pledge.

SB 77/AB 101 establishes a priority of allocation with respect to property tax
increment that would have been allocated to each redevelopment agency without regard for
existing priority relationships; these property taxes would be deposited in a Redevelopment
Property Tax Trust Fund (to be administered by the county auditor-controller) and then, in
fiscal year 2012-13 and following, first allocated to schools and community college districts in
the amount that they would have received if the draft legislation had not been adopted into
law, and, second, for payments listed in the Recognized Obligation Payment Schedule. For
fiscal year 2011-12, SB 77/AB 101 provides for a system of grants by counties aggregating
$1.7 billion to a “Public Health and Safety Fund.”

Finally, SB 77/AB 101, if adopted, would lengthen the statute of limitations (i) for the
commencement of an action to review a determination or finding by a redevelopment agency or
its legislative body, from 90 days to two years after the determination or finding, if such
determination or finding is made after January 1, 2011, and (ii) for any action that is brought
on or after January 1, 2011, to determine the validity of bonds issued by the redevelopment
agency, from 60 days to two years after the date of the triggering event. Although the Agency
does not believe there is any defect in the proceedings for the issuance of the Bonds that could
give rise to a successful challenge and Bond Counsel is providing its opinion with respect to
the Bonds as set forth in Appendix E to this Official Statement, there could be an increased
risk of a legal challenge because the Agency is issuing the Bonds after January 1, 2011, and any
such challenge could affect the market price of the Bonds on the secondary market.

Potential investors should be aware that both the Agency and the Underwriter
have the right not to proceed with issuance of the Bonds if SB 77/AB 101 or something
similar to SB 77/AB 101 is signed into law after the sale date for the Bonds and prior to
the closing date for the Bonds.

There are a variety of ways in which SB 77/AB 101, if adopted, could impact the
Agency and the Bonds, although the Agency is not able to predict the full variety or extent of
these impacts, and the impacts will vary greatly depending on the final terms of SB 77/AB
101, if adopted:

(i) SB 77/AB 101, if adopted, would impact the Agency’s activities and
programs generally and would reduce or eliminate its fund balances and staffing.



(ii) SB 77/AB 101, if adopted, could affect the Agency’s compliance with and
performance under existing contracts and obligations, including the Owner Participation
Agreement described under “FINANCING PLAN.” Subject to certain constitutional
protections described below, SB 77/AB 101, if adopted, could affect the Agency’s
compliance with and performance under the terms of the Indenture and the Bonds,
including the amount or availability of property tax revenue, tax increment revenues or
Housing Tax Increment Revenues for the Bonds and other uses, the manner of
application of Housing Tax Increment Revenues to debt service, flow of funds, use of
2011 Series A Bond proceeds to fund new projects (if the Owner Participation
Agreement is terminated), compliance with covenants in the Indenture, continuing
disclosure and other matters.

(iv)  Most significantly, SB 77/AB 101-- if adopted and implemented in their
proposed form — would eliminate redevelopment agencies, redeploy tax increment
revenues affecting redevelopment agencies, potentially eliminate the pledge of Housing
Tax Increment Revenues, recharacterize tax increment revenue as property tax revenues
and combine all former tax increment revenue into a single pool of revenues. These
actions would almost certainly raise legal and practical issues, some of which may be
subject to litigation and ultimate resolution in the courts, or subsequent legislative
action, and could adversely impact the credit quality of the Bonds. These issues could
affect the Agency and its compliance with the terms of the Indenture and the Bonds, and
resolution of these issues could involve expense and delay or modification of certain of
the rights of the Bondowners in ways the Agency cannot predict.

See “BONDOWNER’S RISKS—Alternative and Other Proposed Legislation Affecting
Redevelopment Agencies” below for a description of certain alternatives to SB77/AB101 that
have been advanced. The Agency is unable to predict if SB77/AB101 or any of such other
legislation will be adopted in their current forms or at all.

Constitutional Protections

The Agency believes that constitutional protections against the impairment of contracts
may prevent the proposed actions in SB 77/AB 101 from adversely affecting the validity of the
Bonds and the Indenture or the Agency’s pledge of Housing Tax Increment Revenues to secure
the repayment of the Bonds.

Article I, section 10 of the United States Constitution provides that “No state
shall...pass any..law impairing the obligation of contracts.” Article I, section 9 of the
California Constitution provides that a “law impairing the obligation of contracts may not be
passed.” Each of these provisions is generally referred to as a “contracts clause.” Federal
courts have applied a fact-based three-part test to determine whether a state law violates the
federal contracts clause. In general, the test compares any impairment against the significant
and legitimate public purpose behind the state law; there is no absolute prohibition against
impairment.

The United States Supreme Court has declared in the context of a New Jersey law that
would have retroactively repealed a 1962 statutory (but contractual) covenant that would
have adversely impacted bondowners: “A governmental entity can always find a use for extra
money, especially when taxes do not have to be raised. If a State could reduce its financial
obligations whenever it wanted to spend the money for what it regarded as an important
public purpose, the Contract Clause would provide no protection at all.” See United States
Trust Co. of New York v. New Jersey (1977) 431 U.S. 1, 25-26.




The Agency cannot predict the applicable scope of “contract clause” protections to the
Bonds and the Indenture as they may ultimately be implemented in the face of legislation
along the lines contemplated by the Proposed Budget and SB 77/AB 101. Efforts to protect
the rights of the owners of the Bonds and to enforce the terms of the Indenture, if necessary,
could involve expense and delay including with respect to the determination of the applicable
scope of the “contract clause” provisions.

Future State Action

The Agency cannot predict what actions will be taken in the future by the voters of the
State, the State Legislature and the Governor to deal with changing State revenues and
expenditures and the repercussions they may have on the current fiscal year State Budget, the
Proposed Budget and future State budgets, or their impact on the Agency. These
developments at the State level, whether related to the Proposed Budget or not, may, in turn,
affect local governments and agencies, including the Agency. Even if the proposals affecting
the Agency in the Proposed Budget are not adopted, the State Legislature may adopt other
legislation from time to time requiring redevelopment agencies to make other payments to
ERAF or SERAF or to make other payments. The impact that current and future State fiscal
shortfalls will have on the Agency is unknown at this time. In prior years, the State has
experienced budgetary difficulties and as in the Proposed Budget, balanced its budget by
requiring local political subdivisions, such as the County, the City and the Agency, to fund
certain costs previously borne by the State.

Information About the State Budget and the State

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

Alternative and Other Proposed Legislation Affecting Redevelopment Agencies

A bill has been introduced in the California legislature, SB286, that has been advanced
as a potential alternative to the SB77/AB101 legislation described above. SB286 would (i)
prohibit, until January 1, 2013, the adoption of any amendments to redevelopment plans; (ii)
impose new requirements on redevelopment agencies with respect to implementation plans
and certain evidentiary standards regarding findings of blight; (iii) expand existing
prohibitions on redevelopment agency assistance to certain projects including those that
involve certain vacant land, golf courses, racing venues, and certain stadiums and other sports
facilities; (iv) require that the State Controller issue regulations with respect to certain
redevelopment agency reporting obligations; (v) require the State Auditor to conduct audits of
selected redevelopment agencies; and (vi) make several other changes to the Redevelopment
Law.

The California Redevelopment Association has, in response to the Governor’s proposal,
prepared and released an alternative approach to redevelopment that supports the reform and
repositioning of redevelopment in California, and allows redevelopment agencies to opt-in to
contractual arrangements with the State of California to make voluntary contributions of
revenue for up to ten (10) years to help balance the State budget.

Another bill has been introduced in the California legislature, SB450, that would amend
various provisions of the Redevelopment Law related to housing activities of California
redevelopment agencies. SB450 would: (i) provide a specific standard for expenditure of
money from a redevelopment agency’s low and moderate income housing fund on general
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planning and administrative expenses expressed as a percentage of annual tax increment
deposited in the low and moderate income housing fund; (i) require cost
accounting/allocation for staff salaries and office expenses paid from a redevelopment
agency’s low and moderate income housing fund; (iii) require that a redevelopment agency’s
annual report would need to list the percentage of money from its low and moderate income
housing fund spent on general planning and administration over each of the previous five
years and properties owned by the agency that were acquired with money from its low and
moderate income housing fund; (iv) prohibit use of an agency’s low and moderate income
housing fund for land use planning unrelated to a specific affordable housing project, and
lobbying; (v) reduce the period of time agencies can hold land acquired with money from an
agency’s low and moderate income housing fund without initiating development of affordable
housing; and (vi) increase oversight and enforcement of agencies that fail to meet their low
income housing obligations. The Agency does not believe that any of the provisions of SB450,
as currently drafted, would materially adversely affect its financing plan related to the 2011
Bonds, or the Housing Tax Increment Revenues pledged to the repayment of the 2011 Bonds.

The Agency cannot predict if any of the foregoing legislation will be adopted in its
present form, or at all.

Secondary Market

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

CONSTITUTIONAL AND STATUTORY PROVISIONS
AFFECTING TAX REVENUES

Property Tax Limitations-Article XIIIA

California voters, on June 6, 1978, approved an amendment (commonly known as both
Proposition 13 and the Jarvis-Gann Initiative) to the California Constitution. This amendment,
which added Article XIIIA to the California Constitution, among other things, affects the
valuation of real property for the purpose of taxation in that it defines the full cash value of
property to mean “the county assessor’s valuation of real property as shown on the fiscal year
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 two percent per year, or any reduction in the consumer price index or comparable local
data, or any reduction in the event of declining property value caused by damage, destruction
or other factors. See “THE MERGED PROJECT AREA—Proposition 13 Inflationary
Adjustments” for a discussion of the negative impact that a recent “deflation factor” will have
on future Housing Tax Increment Revenues.

The amendment further limits the amount of any ad valorem tax on real property to one
percent of the full cash value except that additional taxes may be levied to pay debt service on
indebtedness approved by the voters prior to July 1, 1978. In addition, an amendment to
Article XIIIA was adopted in October 1986 by initiative which exempts any bonded
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indebtedness approved by two-thirds (55% in certain instances) of the votes cast by the voters
for the acquisition or improvement of real property from the one percent limitation.

In the general election held November 4, 1986, voters of the State of California
approved two measures, Propositions 58 and 60, which further amend Article XIIIA.
Proposition 58 amends Article XIIIA to provide that the terms “purchased” and “change of
ownership,” for purposes of determining full cash value of property under Article XIIIA, do
not include the purchase or transfer of (1) real property between spouses and (2) the principal
residence and the first $1,000,000 of other property between parents and children.

Proposition 60 amends Article XIIIA to permit the Legislature to allow persons over
age 55 who sell their residence to buy or build another of equal or lesser value within two years
in the same county, to transfer the old residence’s assessed value to the new residence.
Pursuant to Proposition 60, the Legislature has enacted legislation permitting counties to
implement the provisions of Proposition 60.

Challenges to Article XIIIA

There have been many challenges to Article XIIIA of the California Constitution.
Recently, the United States Supreme Court heard the appeal in Nordlinger v. Hahn, a challenge
relating to residential property. Based upon the facts presented in Nordlinger, the United States
Supreme Court held that the method of property tax assessment under Article XIIIA did not
violate the federal Constitution. The Agency cannot predict whether there will be any future
challenges to California’s present system of property tax assessment and cannot evaluate the
ultimate effect on the Agency’s receipt of tax increment revenues should a future decision hold
unconstitutional the method of assessing property.

Implementing Legislation

Legislation enacted by the California Legislature to implement Article XIIIA (Statutes
of 1978, Chapter 292, as amended) provides that, notwithstanding any other law, local
agencies may not levy any property tax, except to pay debt service on indebtedness approved
by the voters prior to July 1, 1978, and that each county will levy the maximum tax permitted
by Article XIIIA.

The apportionment of property taxes in fiscal years after 1978-79 has been revised
pursuant to Statutes of 1979, Chapter 282 which provides relief funds from State moneys
beginning in fiscal year 1978-79 and is designed to provide a permanent system for sharing
State taxes and budget surplus funds with local agencies. Under Chapter 282, cities and
counties receive about one-third more of the remaining property tax revenues collected under
Proposition 13 instead of direct State aid. School districts receive a correspondingly reduced
amount of property taxes, but receive compensation directly from the State and are given
additional relief.

Future assessed valuation growth allowed under Article XIIIA (new construction,
change of ownership, 2% annual value growth) will be allocated on the basis of “situs” among
the jurisdictions that serve the tax rate area within which the growth occurs except for certain
utility property assessed by the State Board of Equalization which is allocated by a different
method discussed herein.

Property Tax Collection Procedures
Classifications. In California, property which is subject to ad valorem taxes is classified as

“secured” or “unsecured.” Secured and unsecured properties are entered on separate parts of
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the assessment roll maintained by the county assessor. The secured classification includes
property on which any property tax levied by the County becomes a lien on that property
sufficient, in the opinion of the county assessor, to secure payment of the taxes. Every tax
which becomes a lien on secured property has priority over all other liens on the secured
property, regardless of the time of the creation of other liens. A tax levied on unsecured
property does not become a lien against unsecured property, but may become a lien on certain
other property owned by the taxpayer.

Collections. The method of collecting delinquent taxes is substantially different for the
two classifications of property. The taxing authority has four ways of collecting unsecured
property taxes in the absence of timely payment by the taxpayer: (1) a civil action against the
taxpayer; (2) filing a certificate in the office of the county clerk specifying certain facts in order
to obtain a judgment lien on certain property of the taxpayer; (3) filing a certificate of
delinquency for record in the county recorder’s office, in order to obtain a lien on certain
property of the taxpayer; and (4) seizure and sale of the personal property, improvements or
possessory interests belonging or assessed to the assessee. The exclusive means of enforcing the
payment of delinquent taxes with respect to property on the secured roll is the sale of property
securing the taxes to the State for the amount of taxes which are delinquent.

Penalties. A 10% penalty is added to delinquent taxes which have been levied with
respect to property on the secured roll. In addition, property on the secured roll on which taxes
are delinquent is declared in default on or about June 30 of the fiscal year. Such property may
thereafter be redeemed by payment of the delinquent taxes and a delinquency penalty, plus a
redemption penalty of 1.5% per month to the time of redemption and a $15 redemption fee. If
taxes are unpaid for a period of five years or more, the property is recorded in a “Power to
Sell” status and is subject to sale by the county tax collector. A 10% penalty also applies to the
delinquent taxes on property on the unsecured roll, and further, an additional penalty of 1.5%
per month accrues with respect to such taxes beginning the fi