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This Supplement dated July 14, 2015 (this “Supplement”) is provided to provide additiona
information and to revise information contained in the Preliminary Official Statement dated July 9, 2015
(the “Preliminary Official Statement”) for the above-captioned Successor Agency to the Redevel opment
Agency of the City of San Mateo (the “Successor Agency”) Tax Allocation Refunding Bonds, 2015
Series A (Tax-Exempt) (the “2015A Bonds’) and Tax Allocation Refunding Bonds, 2015 Series B
(Federally Taxable) (the “2015B Bonds’ and, together with the 2015A Bonds, the “2015 Bonds').
Capitalized terms used in this Supplement but not otherwise defined herein are defined in the Preliminary
Official Statement. The execution and delivery of this Supplement have been duly authorized by the
District. This Supplement must be read together with the Preliminary Official Statement.

On page 42 of the Preliminary Official Statement, information under the caption “THE
PROJECT AREAS — Financial Limitations’ is revised as follows (additional text shown as underlined
text):

Financial Limitations

Plan Limits. The Successor Agency cannot receive tax increment or repay
indebtedness beyond certain dates, shown in Table 7 below. Under redevelopment law,
al pre-1994 plans (including those for the Project Areas) were assigned a time limit on
redevelopment plan activities (a plan termination date) of forty years after the adoption
date of the plan. The Successor Agency is permitted to collect tax increment to repay
indebtedness for an additional ten years after the plan termination date. Under the plans
for the Project Areas, the last date on which tax increment may be collected in each
project areais July 8, 2034.

The two Project Areas account for different proportions of the Project Areas’ tax
increment, as shown in Table 7 below. The volatility ratio, the proportion of total
assessed valuation accounted for by the base year valuation, reflects the degree of
exposure of tax increment to changes in total valuation. A high volatility ratio indicates
that a small percentage change in overal assessed vauation would cause a
disproportionately large percentage change in tax increment, while a low volatility ratio
suggests that a percentage change in overall assessed valuation would cause a similar
percentage change in tax increment. Long-established redevel opment areas such as the
Project Areas generaly have alow volatility ratio as assessed valuation grows in relation
to the base year valuation, while newly-formed redevel opment areas tend to have a high
volatility ratio as their total assessed valuation remains close to the base year valuation.

" Preliminary, subject to change.



Table7
The Project Areas

Cumulative

Tax

Tax Tax Increment
Last Dateto  Increment Increment Received to

Project Dateof  Ordinance Repay Limit asPercent  Volatility Date
Area Adoption  Number  Indebtedness (Millions) Acreage of Total Ratio (Millions)
Downtown  7/8/1981 25 7/8/2034 $500 166 42.1% 0.12 $ 955
Shoreline  7/8/1981 24 7/8/2034 330 703 57.9 0.03 156.2

Total 869 100.0% 0.12

Note: The Successor Agency has extended by three years the Termination of Plan Activities and the Last
Date to Repay Indebtedness as permitted by California Health and Safety Code Section 33333 (C) and (D);
dates reflect this extension. The volatility ratio is calculated by dividing the base year assessed valuation by
the current year assessed valuation.

Sources: The Successor Agency, Urban Analytics.

Tax Increment Caps. Under the provisions of the redevelopment plan and
redevelopment law in effect prior to January 1, 1994, redevelopment project areas
generally contained a tax increment cap, or a limitation on the total amount of tax
increment that may be collected within that redevelopment project area over the area's
life. Asshown in Table 7 above, each of the Project Areas has a tax increment cap. A
tax increment limit of $500 million applies with respect to the Downtown Project Area
and $330 million applies with respect to the Shoreline Project Area. Table 7 shows
cumul ative tax increment received through the end of Fiscal Year 2014-15. Such revenue
amounts are based on actual receipts through FY 2010-11 and estimates using annual
assessed valuation for FY 2011-12 through FY 2014-15.

The tax increment cap is incorporated into the projections used in preparing the
Fisca Consultant’s Report. Tax increment collected to date was estimated based on
Successor Agency records and current-year tax increment. Annual tax increment is
added to this figure to obtain a cumulative total of tax increment collected throughout the
life of the redevelopment plan. The Shoreline Project Area is expected to reach its tax
increment cap in Fiscal Year 2031-32 prior to reaching its Fiscal Year 2033-34 plan limit
on tax increment receipts under the two percent growth assumption used in projecting tax
increment for the Fiscal Consultant’s Report. Under a moderately high rate of five
percent annual assessed valuation growth, the Shoreline Project Areais expected to reach
its tax increment cap by Fiscal Year 2028-29 while under a high rate of eight percent
annual assessed valuation growth the Shoreline Project Area is expected to reach its cap
by Fiscal Year 2026-27. The Downtown Project Area is not expected to reach its tax
increment cap prior to its Fiscal Year 2033-34 plan limit under either a moderately high
or high rate of growth in assessed valuation.

Qualifying ERAF payments have been deducted from the revenues that count
against the tax increment cap, as permitted under redevelopment law and described
further under Plan Limits above.

The DOF has indicated that it considers that tax increment caps not reached prior
to the dissolution of redevelopment agencies in 2012 should not be used to prevent
payment of enforceable obligations, and that they advise county auditor-controllers to not
apply tax increment caps in cases where doing so would prevent payment of enforceable
obligations. In addition, in connection with the 2016 Proposed Budget, the Department
of Finance published proposed budget trailer bill language, which was revised in March
2015, addressing the redevel opment agency dissolution process. The proposed legislation
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provides that solely for the purpose of approved enforceable obligations, redevelopment
plan time limits and tax increment caps do not apply. It is not clear whether the DOF' s
advice will be followed by county auditor-controllers or that it would withstand legal
challenge, or that the Governor’s proposed legidation will become law. For the purposes
of the Fiscal Consultant’s Report it is assumed that tax increment caps will remain in
effect.

In APPENDIX F to the Preliminary Officia Statement, on page F-3 the information to be
included in the Annual Reports to be filed in accordance with the Continuing Disclosure Certificate as
required under the caption “Other Annual Information” will include the following (additional text shown
as underlined text):

(V) For such times as the County Teeter Plan is no longer in effect, a
statement to such effect, together with the amount of the ad valorem tax levy, percentage
of current year levy collected, percentage of current levy delinquent, total collections and
total collections as a percentage of the most recent year’ stax levy;

(vii)  For such times as the Tax Increment Caps and Plan Limits are in effect
under applicable law, a statement of cumulative tax increment received for each of the
Project Areas through the end of the preceding fiscal year and, if applicable, evidence
that the Successor Agency has performed the cal culations necessary to determine whether
the Successor Agency is in compliance with the requirements of Section 5.09 of the
Indenture.

The execution and delivery of this Supplement have been duly authorized by the Successor
Agency.

SUCCESSOR AGENCY TO THE REDEVELOPMENT
AGENCY OF THE CITY OF SAN MATEO

The date of this Supplement is June 14, 2015.
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Under no circumstances shall this

Preliminary Official Statement constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of, these securities in any jurisdiction
in which such offer, solicitation or sale would be unlawful prior to registration or qualification or filing under the securities laws of any such jurisdiction.

This Preliminary Official Statement and the information contained herein are subject to completion or amendment.

PRELIMINARY OFFICIAL STATEMENT DATED JULY 9, 2015

NEW ISSUE - FULL BOOK-ENTRY RATING: Standard & Poor’s: “A”
(See “RATING” herein)

In the opinion of Jones Hall, A Professional Law Corporation, San Francisco, California, Bond Counsel, subject, however,
to certain qualifications described herein, under existing law, the interest on the 20154 Bonds is excluded from gross income for federal
income tax purposes and is not an item of tax preference for purposes of the federal alternative minimum tax imposed on individuals and
corporations, provided, however, that for the purposes of computing the alternative minimum tax imposed on certain corporations such
interest is required to be taken into account in determining certain income and earnings. In the further opinion of Bond Counsel, interest
on the 2015 Bonds is exempt from California personal income taxation. Bond Counsel expresses no opinion regarding other federal or
state tax consequences arising with respect to the ownership, sale or disposition of the 2015 Bonds, or the amount, accrual or receipt of
interest on the 2015 Bonds. See “TAX MATTERS” herein.

$30,880,000° $7,380,000"
Successor Agency to the Redevelopment Agency of Successor Agency to the Redevelopment Agency of
the City of San Mateo the City of San Mateo
Tax Allocation Refunding Bonds Tax Allocation Refunding Bonds
2015 Series A (Tax-Exempt) 2015 Series B (Federally Taxable)
Dated: Date of Delivery Due: August 1, as shown on the inside cover

The Successor Agency to the Redevelopment Agency of the City of San Mateo (the “Successor Agency”) is issuing its Tax
Allocation Refunding Bonds, 2015 Series A (Tax-Exempt) (the “2015A Bonds”) to (i) refund tax-exempt bonds previously issued by the
Former Agency (as described herein) and (ii) pay the costs of issuance of the 2015A Bonds. The Successor Agency is issuing its Tax
Allocation Refunding Bonds, 2015 Series B (Federally Taxable) (the “2015B Bonds” and, together with the 2015A Bonds, the “2015
Bonds”) to (i) refund taxable bonds previously issued by the Former Agency and (ii) pay the costs of issuance of the 2015B Bonds. See
“PLAN OF REFUNDING” herein.

The 2015 Bonds are special obligations of the Successor Agency and are payable solely from and secured by a pledge of certain
tax increment revenues (Tax Revenues, as defined herein) deposited in the Redevelopment Property Tax Trust Fund (as defined herein) and
certain other funds established under the Indenture of Trust, dated as of August 1, 2015, as supplemented by a First Supplement to Indenture
of Trust, dated as of August 1, 2015 (as supplemented, the “Indenture”) each by and between the Successor Agency and The Bank of New
York Mellon Trust Company, N.A., as trustee (the “Trustee”).

Interest on the 2015 Bonds will be payable on February 1 and August 1 of each year, commencing February 1, 2016. The 2015
Bonds will be initially delivered in book-entry form, registered in the name of Cede & Co. as nominee of The Depository Trust Company,
New York, New York (“DTC”). Principal of and interest on the 2015 Bonds will be paid by the Trustee to DTC. DTC is required to remit
such principal and interest to its Participants for disbursement to the beneficial owners of the 2015 Bonds. See APPENDIX G — “DTC
AND BOOK-ENTRY ONLY SYSTEM.”

The 2015 Bonds are subject to redemption prior to their respective stated maturities as described herein.

The Successor Agency has solicited bids for the issuance of a municipal bond insurance policy which, if purchased by the
Successor Agency, will insure the timely payment of the principal of and interest on all, or certain maturities of, the 2015 Bonds. Information
regarding the municipal bond insurance policy, if purchased by the Successor Agency, the insurer and the 2015 Bonds insured, if any, will
be included in the final Official Statement.

THE 2015 BONDS ARE SPECIAL OBLIGATIONS OF THE SUCCESSOR AGENCY PAYABLE SOLELY FROM TAX
REVENUES AND OTHER AMOUNTS PLEDGED THEREFOR UNDER THE INDENTURE AND, AS SUCH, ARE NOT A DEBT OF
THE CITY OF SAN MATEO (THE “CITY”), THE STATE OF CALIFORNIA OR ANY OF ITS POLITICAL SUBDIVISIONS, AND
NEITHER THE CITY, THE STATE NOR ANY OF ITS POLITICAL SUBDIVISIONS OTHER THAN THE SUCCESSOR AGENCY IS
LIABLE FOR THE PAYMENT THEREOF.

This cover page contains information for reference only. It is not a summary of this transaction. Investors must read the
entire Official Statement to obtain information essential to the making of an informed investment decision.

The 2015 Bonds are offered when, as and if issued by the Successor Agency and received by the Underwriter, subject to the
approval of legality by Jones Hall, A Professional Law Corporation, San Francisco, California, Bond Counsel. Certain legal matters
will be passed upon for the Successor Agency by the City Attorney, acting as General Counsel to the Successor Agency, and by Orrick,
Herrington & Sutcliffe LLP, as Disclosure Counsel. Certain legal matters will be passed upon for the Underwriter by Quint & Thimmig LLP,
Larkspur, California. It is anticipated that the 2015 Bonds, in book entry form, will be available for delivery on or about August __, 2015.

RAYMOND JAMES

Dated: July ,2015.

* Preliminary, subject to change.



MATURITY SCHEDULE’

$30,880,000
Successor Agency to the Redevelopment Agency of the City of San Mateo
Tax Allocation Refunding Bonds
2015 Series A (Tax-Exempt)

(Base CUSIP' No.: )

Maturity Date  Principal  Interest
(August 1) Amount Rate Yield CUSIF'

2022 $ 355,000
2023 1,250,000
2024 1,300,000
2025 1,355,000
2026 3,835,000
2027 4,015,000
2028 3,400,000
2029 3,560,000
2030 3,735,000
2031 3,940,000
2032 4,135,000

% Term Bondsdue August 1, 20__; Yield %; CUSIP
% Term Bondsdue August 1, 20__; Yield %; CUSIP

&+ &

$7,380,000
Successor Agency to the Redevelopment Agency of the City of San Mateo
Tax Allocation Refunding Bonds
2015 Series B (Federally Taxable)

(Base CUSIP' No.: )

Maturity Date  Principal  Interest Priceor

(August 1) Amount Rate Yield CUSIP!
2016 $1,030,000
2017 1,045,000
2018 1,070,000
2019 1,090,000
2020 1,125,000
2021 1,165,000
2022 855,000

" Preliminary, subject to change.

T CUSIP® isaregistered trademark of the American Bankers Association. CUSIP Global Services (CGS) is managed on behalf
of the American Bankers Association by S&P Capital 1Q. Copyright© 2015 CUSIP Global Services. All rights reserved.
CUSIP® data herein is provided by CUSIP Global Services. This datais not intended to create a database and does not serve in
any way as a substitute for the CGS database. CUSIP® numbers are provided for convenience of reference only. None of the
Successor Agency, the Underwriter or their agents or counsel assumes responsibility for the accuracy of such numbers.
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No deder, broker, salesperson or other person has been authorized by the Successor Agency to
give any information or to make any representation other than those contained herein and, if given or
made, such other information or representation must not be relied upon as having been authorized by any
of the foregoing. This Officia Statement does not constitute an offer to sell or the solicitation of an offer
to buy nor shall there be any sale of the 2015 Bonds by a person in any jurisdiction in which it is unlawful
for such person to make such an offer, solicitation or sale.

This Official Statement is not to be construed as a contract with the purchasers of the 2015
Bonds. Statements contained in this Official Statement which involve estimates, forecasts or matters of
opinion, whether or not expressly so described herein, are intended solely as such and are not to be
construed as representations of facts.

The information set forth herein has been obtained from the Successor Agency and from other
sources and is believed to be reliable but 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 under the Indenture shall, under any circumstances,
create any implication that there has been no change in the affairs of the Successor Agency since the date
hereof. This Official Statement is submitted in connection with the sale of the 2015 Bonds referred to
herein and may not be reproduced or used, in whole or in part, for any other purpose, unless authorized in
writing by the Successor Agency. This Official Statement, including any supplement or amendment
hereto, is intended to be deposited with one or more nationally recognized municipal securities
information repositories.

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

This Officia Statement contains statements which, to the extent they are not recitations of
historica facts, constitute “forward-looking statements.” In this respect, the words “estimate,” “project,”
“anticipate,” “expect,” “intend,” “believe,” and similar expressions are intended to identify forward-
looking statements. A number of important factors, including factors affecting the Successor Agency’s
financial condition and factors which are otherwise unrelated thereto, could cause actual results to differ
materially from those stated in such forward-looking statements.

A wide variety of other information, including financial information, concerning the Successor
Agency is available from publications of the City of San Mateo (the “City”) and the Successor Agency
and on the internet site created and maintained by the City. Any such information that is inconsistent
with the information set forth in this Official Statement should be disregarded. No such information is a
part of, or incorporated into, this Official Statement. The references to internet websites contained in this
Official Statement are shown for reference and convenience only; the information contained in such
websites is not incorporated herein by such references and does not constitute a part of this Officia
Statement.

In connection with this offering, the underwriter may overallot or effect transactions which
stabilize or maintain the market price of the 2015 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 2015 Bonds have not been registered under the Securities Act of 1933, as amended, in
reliance upon the exemption contained in such Act. The 2015 Bonds have not been registered or qualified
under the securities laws of any State.
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OFFICIAL STATEMENT

$30,880,000 $7,380,000*
Successor Agency to the Redevelopment Agency  Successor Agency to the Redevelopment Agency
of the City of San Mateo of the City of San Mateo
Tax Allocation Refunding Bonds Tax Allocation Refunding Bonds
2015 Series A (Tax-Exempt) 2015 Series B (Federally Taxable)

INTRODUCTION

Thisintroduction is not a summary of this Official Statement (as defined herein). Itisonly a brief
description of and guide to, and is qualified in its entirety by, more complete and detailed information
contained in this Official Statement and the documents summarized or described herein. A full review
should be made of the entire Official Satement. The offering of the 2015 Bonds (as defined herein) to
potential investors is made only by means of this Official Statement. References to, and summaries of,
provisions of the laws of the State of California or any other document referred to herein do not purport
to be complete and such references are qualified in their entirety by reference to the original source
document.

This Official Statement, which includes the cover page, the inside cover page and appendices
hereto (the “Official Statement”), is provided to furnish information in connection with the sale by the
Successor Agency to the Redevelopment Agency of the City of San Mateo (the “ Successor Agency”) of
its Tax Allocation Refunding Bonds, 2015 Series A (Tax-Exempt) (the “2015A Bonds') in the aggregate
principal amount of $30,880,000* and its Tax Allocation Refunding Bonds, 2015 Series B (Federally
Taxable) (the “2015B Bonds’ and, together with the 2015A Bonds, the “2015 Bonds’) in the aggregate
principal amount of $7,380,000*.

Authorization; Purpose

The 2015 Bonds are being issued pursuant to the provisions of the Community Redevelopment
Law of the State of California, constituting Part 1 of Division 24 of the Health and Safety Code of the
State (as amended, the “Redevelopment Law”), Article 11 (commencing with Section 53580) of Chapter
3 of Part 1 of Division 2 of Title 5 of the Government Code (the “Refunding Law”), Part 1.85
(commencing with Section 34170) of Division 24 of the California Health and Safety Code (as amended
from time to time, the “Dissolution Act” and together with the Redevelopment Law, the “Law”) and the
provisions of an Indenture of Trust, as supplemented by a First Supplemental Indenture, each dated as of
August 1, 2015 (collectively, the “Indenture”), between the Successor Agency and The Bank of New
York Mellon Trust Company, N.A. as trustee (the “Trustee”). On April 20, 2015, the Successor Agency
adopted a resol ution which authorized the issuance, sale and delivery of the 2015 Bonds.

The 2015A Bonds are being issued by the Successor Agency to: (i) refund the outstanding
Redevel opment Agency of the City of San Mateo Merged Area Tax Allocation Bonds, 2005 Series A (the
“Prior Tax-Exempt Bonds”) issued by the Redevelopment Agency of the City of San Mateo (the “Former
Agency”), of which $33,985,000 is currently outstanding; and (ii) pay the costs of issuance of the 2015A
Bonds.

The 2015B Bonds are being issued by the Successor Agency to: (i) refund the outstanding
Redevel opment Agency of the City of San Mateo Merged Area Housing Set-Aside Tax Allocation Bonds,
2005 Series A (Taxable) (the “Prior Taxable Bonds’ and, together with the Prior Tax-Exempt Bonds, the

" Preliminary, subject to change.



“Prior Bonds") issued by the Former Agency, of which $7,315,000 is currently outstanding; and (ii) pay
the costs of issuance of the 2015B Bonds. See“PLAN OF REFUNDING” herein.

The City and the Successor Agency

The City of San Mateo (the “City”) is located in the County of San Mateo (the “County”),
approximately 20 miles south of San Francisco and 30 miles north of San Jose. The City, acting pursuant
to the Law, activated the Former Agency by Ordinance No. 1969-6 of the City Council of the City (the
“City Council”) adopted on March 3, 1969. Under the terms of said Ordinance, the City Council declared
itself to be the governing body of the Former Agency. On January 9, 2012, the City Council elected to
become the Successor Agency for the Former Agency. Although the Successor Agency is an entity
distinct from the City, certain City personnel provide staff support for the Successor Agency. See “THE
SUCCESSOR AGENCY.”

Project Areas

The Project Areas consist of an aggregate of 869 acres, and is comprised of two formerly separate
project areas known as the San Mateo City Downtown Redevelopment Project and the San Mateo City
Shoreline Redevelopment Project, which were merged by Ordinance Nos. 1996-21 and 1996-22 of the
City Council, adopted on October 21, 1996. The Successor Agency has no other project areas.

Downtown Project Area. On July 8, 1981, the City Council adopted the Redevelopment Plan for
the San Mateo City Downtown Redevelopment Project (the “Downtown Redevelopment Plan) by
Ordinance No. 1981-25 and established the Downtown Redevelopment Project (the “Downtown Project
Ared’). The Downtown Redevelopment Plan was amended by Ordinance No. 1994-1, adopted by the
City Council on January 19, 1994, by Ordinance No. 1996-21, adopted by the City Council on October
21, 1996, and by Ordinance No. 2005-11, adopted by the City Council on May 16, 2005. The Downtown
Project Areais composed of approximately 166 acres in over 600 parcels and is generally bounded by El
Camino Real on the west, Tilton Avenue on the north, Delaware Street on the east and Ninth Avenue on
the south. The areais commonly referred to as “Downtown San Mateo.” See “THE PROJECT AREAS
— The Downtown Project Area” herein for additional information.

Shoreline Project Area. On July 8, 1981, the City Council adopted the Redevelopment Plan for
the San Mateo City Shoreline Redevelopment Project (the “ Shoreline Redevelopment Plan,” and, together
with the Downtown Redevelopment Plan, the “Redevelopment Plan™) by Ordinance No. 1981-24 and
established the Shoreline Redevelopment Project (the “Shoreline Project Area’). The Shoreine
Redevel opment Plan was amended by Ordinance No. 1994-1, adopted by the City Council on January 19,
1994, by Ordinance No. 1996-22, adopted by the City Council on October 21, 1996, and by Ordinance
No. 2005-12, adopted by the City Council on May 16, 2005. The Shoreline Project Area covers
approximately 703 acres and includes approximately 1,000 parcels of property. The Shoreline Project
Area lies east of Interstate 101, generally extending along the City's bay front at Monte Diablo Avenue
southerly to the City limits of Foster City and Belmont. See “THE PROJECT AREAS — The Shoreline
Project Area” herein for additional information.

In connection with the issuance of the 2015 Bonds, the Successor Agency retained the services of
Urban Anaytics, LLC, San Francisco, California (the “Fiscal Consultant”) to prepare a report on the
Project Areas. See APPENDIX C—“FISCAL CONSULTANT’S REPORT.”

The Project Areas are expected to generate a tota of $15,427,268 in tax increment revenue in
Fiscal Year 2014-15. See Table 1 under the caption “THE PROJECT AREAS — Assessed Valuation.”



Security for the 2015 Bonds

The 2015 Bonds are limited obligations of the Successor Agency payable solely from and secured
by a pledge of Tax Revenues (defined herein) and certain other funds as provided in the Indenture. See
“SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS.” The 2015 Bonds will refund
the Prior Bonds. Following the refunding, the Successor Agency will have outstanding bonds (the 2007
Bonds’ herein) secured by a pledge of tax increment revenue senior to the pledge of the tax increment
revenues securing the 2015 Bonds. Immediately following issuance of the 2015 Bonds, the Successor
Agency will not have any bonds that are secured by a pledge of tax increment other than the 2007 Bonds
and the 2015 Bonds.

The Successor Agency will not fund areserve fund for the 2015 Bonds.

Tax Revenues are exclusively and irrevocably pledged to and constitute a trust fund for, in
accordance with the provisions of the Indenture and the Law, the payment of the principal of, premium (if
any) and interest on the 2015 Bonds and any Parity Debt (as described below). In addition, the 2015
Bonds are additionally secured by a security interest in and first lien upon al of the moneys in the
Redevelopment Obligation Retirement Fund, the Debt Service Fund, the Interest Account and the
Principal Account (as such terms are defined in the Indenture). Except for the Tax Revenues and amounts
held by the Trustee under the Indenture, no funds or properties of the Successor Agency will be pledged
to, or otherwise liable for, the payment of principal of or interest on the 2015 Bonds.

In addition to the 2015 Bonds, the Successor Agency may issue or incur additional Parity Debt in
such principal amount as shall be determined by the Successor Agency for refunding purposes only.
Parity Debt may be issued as bonds pursuant to a Supplemental Indenture, and any such bonds and the
2015 Bonds are collectively referred to in this Official Statement as “Bonds.” See “SECURITY AND
SOURCES OF PAYMENT FOR THE 2015 BONDS — Issuance of Parity Debt” and APPENDIX D —
“SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE—COVENANTS OF THE
SUCCESSOR AGENCY - Issuance of Parity Debt; Subordinate Debt; Senior Debt.”

Municipal Bond Insurance

The Successor Agency has solicited bids for the issuance of a municipal bond insurance policy
which, if purchased by the Successor Agency, will insure the timely payment of the principal of and
interest on all, or certain maturities of, the 2015 Bonds. Information regarding the municipal bond
insurance policy, if purchased by the Successor Agency, the insurer and the 2015 Bonds insured, if any,
will be included in the final Official Statement.

Housing Set-Aside

Before it was amended by the Dissolution Act, the Law generaly required each redevel opment
agency to set aside not less than 20% of al tax increment generated in each project area into a low and
moderate income housing fund to be used for the purpose of increasing, improving and/or preserving the
supply of low and moderate income housing. These tax increment revenues were commonly referred to
as“Housing Set-Aside.”

The Dissolution Act eliminates the characterization of certain tax increment revenues as Housing
Set-Aside. The 2015 Bonds will refund al of the existing housing debt of the Successor Agency. Tax
increment from the Project Areas formerly pledged to the low- and moderate-income housing bonds will
be available to pay debt service on the 2015 Bonds and any Parity Debt (but not available to the 2007
Bonds). All of the 2015 Bonds include a pledge of, or offset for a pledge of, any Housing Set-Aside.



Accordingly, the 2015 Bonds will be payable from, and secured by, Tax Revenues, including amounts
constituting the former Housing Set-Aside. See also, “SECURITY AND SOURCES OF PAYMENT
FOR THE 2015 BONDS — Low and Moderate Income Housing Fund.”

Continuing Disclosure

The Successor Agency has covenanted for the benefit of the holders and beneficial owners of the
2015 Bonds to provide certain financia information and operating data relating to the Successor Agency
by not later than 270 days following the end of the Successor Agency’s Fisca Year (presently June 30)
(the “Annual Report”), commencing with the report for the 2014-15 Fiscal Y ear, and to provide notices of
the occurrence of certain enumerated events. See “CONTINUING DISCLOSURE” and APPENDIX F —
“FORM OF CONTINUING DISCLOSURE CERTIFICATE.” These covenants have been made in order
to assist the Underwriter of the 2015 Bonds in complying with Securities Exchange Commission Rule
15¢2-12(b)(5).

Miscellaneous

Brief descriptions of the 2015 Bonds, the security and sources of payment for the 2015 Bonds, the
Successor Agency and its financia status, the pledge of Tax Revenues and the Project Areas are
presented herein. Such references and descriptions do not purport to be comprehensive or definitive. All
references herein to various documents are qualified in their entirety by reference to the forms thereof.
All capitalized terms used herein and not otherwise defined shall have the meanings given such termsin
Appendix D hereto or in the Indenture.

Copies of the documents referred to herein and information concerning the Successor Agency and
the 2015 Bonds are available from the Finance Director, City of San Mateo, 330 West 20th Avenue, San
Mateo, CA 94403-1388, telephone (650) 522-7100. The Successor Agency may impose a charge for
copying, mailing and handling.

THE 2015 BONDS
Description of the 2015 Bonds

The 2015 Bonds will be dated their date of delivery and will be issued in the principal amounts,
bear interest at the rates, and mature on the dates and in the amounts set forth on the inside cover page of
this Official Statement. Interest on the 2015 Bonds (including the final interest payment upon maturity)
shall be payable on February 1, 2016 and semiannually thereafter on February 1 and August 1 of each
year so long as any of the 2015 Bonds remain Outstanding under the Indenture (each an “Interest
Payment Date”) to the person whose name appears on the Registration Books as the Owner thereof as of
the Record Date immediately preceding each such Interest Payment Date, such interest to be paid by
check of the Trustee mailed by first class mail, postage prepaid, on the Interest Payment Date, to such
Owner at the address of such Owner as it appears on the Registration Books as of such Record Date;
provided however, that payment of interest may be by wire transfer to an account in the United States of
Americato any registered owner of 2015 Bonds in the aggregate principal amount of $1,000,000 or more
who shall furnish written wire instructions to the Trustee prior to the applicable Record Date. Principal
of any 2015 Bond shall be paid upon presentation and surrender thereof, at maturity or earlier redemption,
at the Principal Corporate Trust Office of the Trustee. Both the principal of and interest on the 2015
Bonds shall be payable in lawful money of the United States of America.

Each 2015 Bond shall bear interest from the Interest Payment Date next preceding the date of
authentication thereof, unless (a) it is authenticated after a Record Date and on or before the following



Interest Payment Date, in which event it shall bear interest from such Interest Payment Date; or (b) a 2015
Bond is authenticated on or before the first Record Date, in which event it shall bear interest from the
date on which the 2015 Bonds are delivered by the Successor Agency to the original purchaser thereof
(the “Closing Date”); provided, however, that if, as of the date of authentication of any 2015 Bond,
interest thereon is in default, such 2015 Bond shall bear interest from the Interest Payment Date to which
interest has previoudy been paid or made available for payment thereon.

The Depository Trust Company, New York, New York (“DTC"), will act as securities depository
for the 2015 Bonds. The 2015 Bonds shall initially be issued exclusively in book-entry form and will be
registered in the name of Cede & Co., DTC’s partnership nominee. One fully registered 2015 Bond will
be issued for each series and maturity date, in the aggregate principal amount applicable to that series and
maturity date. So long as Cede & Co. is the registered owner of the 2015 Bonds (except as otherwise
specified herein), as nominee of DTC, references herein to the owners of the 2015 Bonds shall mean Cede
& Co. and shall not mean the actual purchasers of the 2015 Bonds. See APPENDIX G —“DTC AND
BOOK-ENTRY SYSTEM.”

Redemption Provisions

Optional Redemption. The 2015A Bonds maturing on or before August 1, 20 are not subject
to optional redemption prior to maturity. The 2015A Bonds maturing on and after August 1, 20, are
subject to redemption, at the option of the Successor Agency on any date on or after August 1, 20, asa
whole or in part, by such maturities as will be determined by the Successor Agency, and by lot within a
maturity, from any available source of funds, at a redemption price equal to the principal amount of the
2015A Bonds to be redeemed, together with accrued interest thereon to the date fixed for redemption,
without premium.

The 2015B Bonds are not subject to redemption prior to their stated maturity.

Mandatory Sinking Fund Redemption. The 2015A Bonds maturing August 1, 20 shall be
subject to mandatory sinking fund redemption, in part, on August 1 in each year, commencing August 1,
20__, at a Redemption Price equal to the principal amount of the 2015A Bonds to be redeemed, without
premium, plus accrued interest thereon to the date of redemption, in the aggregate respective principal
amounts in the respective years as follows:

2015A Bondsmaturing August 1, 20

Sinking Fund Principal Amount
Redemption Date to be
(July 1) Redeemed

* Maturity.

The 2015A Bonds maturing August 1, 20 shall be subject to mandatory sinking fund
redemption, in part, on August 1 in each year, commencing August 1, 20__, at a Redemption Price equa
to the principal amount of the 2015A Bonds to be redeemed, without premium, plus accrued interest
thereon to the date of redemption, in the aggregate respective principal amounts in the respective years as
follows:



2015A Bonds maturing August 1,20

Sinking Fund Principal Amount
Redemption Date to be
(July 1) Redeemed

* Maturity.

Notice of Redemption. The Trustee on behalf and at the expense of the Successor Agency will
mail (by first class mail, postage prepaid) notice of any redemption at least thirty (30) but not more than
sixty (60) days prior to the redemption date, to (i) the Owners of any 2015 Bonds designated for
redemption at their respective addresses appearing on the Registration Books, and (ii) the Securities
Depositories and to the Information Services; however, such mailing will not be a condition precedent to
such redemption and neither failure to receive any such notice nor any defect therein will affect the
validity of the proceedings for the redemption of such 2015 Bonds or the cessation of the accrua of
interest thereon. Such notice will state the redemption date and the redemption price, will state that such
redemption is conditioned upon the timely delivery of the redemption price by the Successor Agency to
the Trustee for deposit in the Redemption Account, will designate the CUSIP number of the 2015 Bonds
to be redeemed, will state the individual number of each 2015 Bond to be redeemed or will state that all
Bonds between two stated numbers (both inclusive) or al of the 2015 Bonds Outstanding are to be
redeemed, and will require that such 2015 Bonds be then surrendered at the Principal Corporate Trust
Office of the Trustee for redemption at the redemption price, giving notice also that further interest on
such 2015 Bonds will not accrue from and after the redemption date.

The Successor Agency has the right to rescind any notice of the optional redemption of 2015
Bonds by written notice to the Trustee on or prior to the date fixed for redemption. Any notice of
redemption will be cancelled and annulled if for any reason funds will not be or are not available on the
date fixed for redemption for the payment in full of the 2015 Bonds then called for redemption, and such
cancellation will not constitute an Event of Default. The Successor Agency and the Trustee have no
liability to the Owners or any other party related to or arising from such rescission of redemption. The
Trustee will mail notice of such rescission of redemption in the same manner as the original notice of
redemption was sent under the Indenture.

While the 2015 Bonds are subject to the DTC book-entry system, the Trustee will be required to
give notice of redemption only to DTC as provided in the letter of representations, and the Trustee will
not be required to give any such notice of redemption to any other person or entity. DTC and the DTC
Participants will have sole responsibility for providing any such notice of redemption to the beneficia
owners of the 2015 Bonds to be redeemed. Any failure at DTC to notify any DTC Participant, or any
failure of a DTC Participant to notify the beneficial owner of any 2015 Bonds to be redeemed, of a notice
of redemption or its content or effect will not affect the validity of the notice of redemption, or alter the
effect of redemption described below under “Effect of Redemption.”

Upon the payment of the redemption price of 2015 Bonds being redeemed, each check or other
transfer of funds issued for such purpose will, to the extent practicable, bear the CUSIP number
identifying, by issue and maturity, the 2015 Bonds being redeemed with the proceeds of such check or
other transfer.



Partial Redemption of Bonds. In the event only a portion of any 2015 Bond is caled for
redemption, then upon surrender of such 2015 Bond the Successor Agency will execute and the Trustee
will authenticate and deliver to the Owner thereof, at the expense of the Successor Agency, a new 2015
Bond or 2015 Bonds of the same interest rate and maturity, of authorized denominations, in aggregate
principal amount equal to the unredeemed portion of the 2015 Bond to be redeemed.

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 2015 Bonds so called for redemption will have
been duly deposited with the Trustee, such 2015 Bonds so called will 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 will accrue thereon from and after the redemption date specified in
such notice.

Manner of Redemption. Whenever any 2015 Bonds or portions thereof are to be selected for
redemption by lot, the Trustee will make such selection, in such manner as the Trustee will deem
appropriate, and will notify the Successor Agency thereof to the extent 2015 Bonds are no longer held in
book-entry form. In the event of redemption by lot of 2015 Bonds, the Trustee will assign to each 2015
Bond then Outstanding a distinctive number for each $5,000 of the principal amount of each such 2015
Bond. The 2015 Bonds to be redeemed will be the 2015 Bonds to which were assigned numbers so
selected, but only so much of the principal amount of each such 2015 Bond of a denomination of more
than $5,000 will be redeemed as will equa $5,000 for each number assigned to it and so selected. All
2015 Bonds redeemed or purchased pursuant to the Indenture will be cancelled and destroyed.

PLAN OF REFUNDING

The Successor Agency is issuing the 2015 Bonds to provide moneys to refund and defease the
Prior Bonds in whole. The net proceeds of the 2015 Bonds, along with certain funds related to the Prior
Bonds, will be deposited in the respective Bond Funds for the Prior Bonds with The Bank of New Y ork
Mellon Trust Company, N.A., as prior trustee with respect to the Prior Bonds, and used to redeem the
Prior Bonds on August 5, 2015, the date of issuance of the 2015 Bonds. The amounts in the bond funds
for the Prior Bonds on the date of issuance of the 2015 Bonds will be sufficient to defease and redeem the
Prior Bonds, and will not be invested. See “ESTIMATED SOURCES AND USES OF FUNDS.” Upon
deposit of such proceeds and other moneys into the respective Bond Funds, the Prior Bonds will no
longer be deemed outstanding.

The moneys held in the bond funds for the Prior Bonds are pledged to the payment of the
respective Prior Bonds and are not available to pay principal of or interest on the 2015 Bonds.



ESTIMATED SOURCESAND USES OF FUNDS
The estimated sources and uses related to the 2015 Bonds are as follows:

Sour ces 2015A Bonds 2015B Bonds Total

Bond Proceeds
Net Premium
Amounts Released from Prior Bond Funds

Total

Uses

Redemption of Prior Bonds
Costs of Issuance @

Totd

Q) Includes the Successor Agency’s direct expenses, bond insurance premium, underwriter’s discount, initial
Trustee fees, bond counsel, disclosure counsel and municipal advisor fees and expenses, and other expenses
associated with issuance of the 2015 Bonds.

DEBT SERVICE SCHEDULE

The debt service schedule for the 2015 Bonds is as follows;
Debt Service Schedule

2015A Bonds 2015B Bonds

Payment
Date Principal Interest Principal Interest Period Total Bond Year Total

2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031

2032

Total



SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS

The following information relates to the 2015 Bonds issued under the Indenture, and the defined
terms used in this section unless otherwise defined will have the meanings assigned such terms in the
Indenture. See APPENDIX D —“ SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE.”

Pledge of Tax Revenues

The 2015 Bonds are payable from and secured by afirst lien Tax Revenues (as defined below),
al of the moneys in the Redevelopment Obligation Retirement Fund established and held by the
Successor Agency pursuant to the Dissolution Act together with all of the moneys in the Debt Service
Fund (including the Interest Account, the Principal Account and the Redemption Account) established
and held by the Trustee under the Indenture. Taxes levied on the property within the Project Areas on
that portion of the taxable valuation over and above the taxable valuation of the applicable base year
property tax roll with respect to the various territories within the Project Areas, to the extent that such
taxes congtitute Tax Revenues as described in this Official Statement, will be deposited in the
Redevelopment Property Tax Trust Fund for transfer by the San Mateo County Auditor-Controller (the
“County Auditor-Controller”) to the Successor Agency’s Redevelopment Obligation Retirement Fund on
January 2 and June 1 of each year to the extent required for payments listed in the Successor Agency’s
Recognized Obligation Payment Schedule (“ROPS’) in accordance with the requirements of the
Dissolution Act. See the caption “SECURITY AND SOURCES OF PAYMENT FOR THE 2015
BONDS—Recognized Obligation Payment Schedule.” Tax Revenues deposited by the County Auditor-
Controller into the Successor Agency’s Redevelopment Obligation Retirement Fund will be transferred
by the Successor Agency to the Trustee for deposit in the Debt Service Fund established under the
Indenture and administered by the Trustee in accordance with the Indenture.

The term “Tax Revenues’ is defined in the Indenture to mean, for each Fiscal Year, al moneys
deposited in the fund established and held by the Successor Agency pursuant to Section 34170.5(a) of the
Cdifornia Health and Safety Code (the “Redevelopment Property Tax Trust Fund” or “RPTTF"), as
provided in paragraph (2) of subdivision (a) of Section 34183 of the Dissolution Act (see “THE
SUCCESSOR AGENCY™), excluding (i) the amount of tax increment revenue pledged under the 2007
Indenture to make payments on the 2007 Bonds, but only to the extent required to make such payments,
(ii) amounts payable under the Agreement Between Redevel opment Agency of the City of San Mateo and
San Mateo City School District Pursuant to Health and Safety Code Section 33401, dated June 15, 1981,
except and to the extent that any amounts so payable are payable on a basis subordinate to the payment of
the Bonds and (iii) amounts payable pursuant to Sections 33607.5, 33607.7 and 33676 of the
Redevelopment Law, except and to the extent that any amounts so payable are payable on a basis
subordinate to the payment of the Bonds. As described herein, projections used in the Fiscal Consultant’s
Report incorporate the pass-through payments made under the AB 1290 statutory provisions. No
payments are assumed under the single Section 33401 fiscal agreement that the Successor Agency has
with the School District. All of the payments made under the AB 1290 statutory provisions are
subordinate to the 2015 Bonds.

The 2015 Bonds are payable from tax increment revenues on a basis junior and subordinate to the
2007 Bonds with respect to that portion of tax increment revenue pledged under the 2007 Indenture to
make payments on the 2007 Bonds, but only to the extent required to make such payments. All of the
payments made under the AB 1290 statutory provisions are subordinate to the 2007 Bonds.

The Successor Agency is not obligated to pay principal of and interest on the 2015 Bonds except
from such Tax Revenues. Tax Revenues include amounts constituting the former Housing Set-Aside (see
“SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS — Low and Moderate Income



Housing Fund”’). Tax Revenues includes amounts constituting the former Housing Set-Aside, which
portion of tax increment revenues constituting the former Housing Set-Aside is not pledged to the 2007
Bonds. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS - Low and
M oderate Income Housing Fund.”

All Tax Revenues received by the Successor Agency with respect to aBond Y ear in excess of the
amount required to pay debt service on the 2015 Bonds and any Parity Debt in such Bond Year, and
except as may be provided to the contrary in the 2007 Indenture or any resolution, indenture of trust, loan
agreement, trust agreement or other instrument authorizing the issuance of any Parity Debt, including,
without limitation, a Supplemental Indenture issued in accordance with the Indenture (each, a “Parity
Debt Instrument”), will be released from the pledge and lien under the Indenture and will be applied in
accordance with the Law, including but not limited to the payment of any amounts due and owing to the
United States of Americain accordance with the Indenture. Prior to the payment in full of the principal of
and interest on the 2015 Bonds and the payment in full of all other amounts payable under the Indenture
and under any Supplemental Indentures, the Successor Agency will not have any beneficial right or
interest in the moneys on deposit in the Redevelopment Obligation Retirement Fund, except as may be
provided in the Indenture and in any Supplemental Indenture.

The Indenture provides that the Successor Agency may not issue additional bonds or incur
additional obligations that are payable from moneys deposited in the RPTTF on a senior basis to the 2015
Bonds.

The following diagram is illustrative of the moneys constituting Tax Revenues. See aso,
“SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS.”
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Flow of Funds

Tax Increment Revenues
Deposited into RPTTF
N2

County Administration Fees

N
2007 Series A*

\
Tax Revenues**
/ \

2015 Series A 2015 Series B
(Tax-Exempt) (Taxable)

Vi
Statutory Pass-Through Payments

(Subordinated)
v

Agency Administration Fees
v

Residuals to Taxing Entities

*The 2007 Series A Bonds are secured solely by the
80% of tax increment that was previously dedicated
to non-housing purposes

**No payments are assumed to be due/payable
under the single Section 33401 fiscal agreement with
the San Mateo-Foster City School District. See Fiscal
Consultant’s Report attached as Appendix C.

The Successor Agency has no power to levy and collect taxes and various factors beyond its
control could affect the amount of Tax Revenues available in any six-month period (or twelve-month
period if then applicable under the Dissolution Act) to pay the principal of and interest on indebtedness
including, without limitation, the 2015 Bonds. See “LIMITATIONS ON TAX REVENUES’ and
“SPECIAL RISK FACTORS.”

Pursuant to Section 34177.5(g) of the Dissolution Act, the 2015 Bonds and any Parity Debt will
be equally secured by a pledge of, security interest in and lien on all of the Tax Revenues, including all of
the Tax Revenues on deposit in the Redevel opment Obligation Retirement Fund and all of the moneysin
the Debt Service Fund, the Interest Account and the Principal Account, without preference or priority for
series, issue, number, dated date, sale date, date of execution or date of delivery. Except for the Tax
Revenues and such moneys, no funds or properties of the Successor Agency will be pledged to, or
otherwise liable for, the payment of principal of or interest on the 2015 Bonds.
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The Successor Agency will transfer amounts to the Trustee for payments when due on the 2015
Bonds. Tax Revenues are exclusively and irrevocably pledged to and constitute a trust fund for, in
accordance with the provisions of the Indenture and the Law, the payment of the principal of, premium (if
any) and interest on the 2015 Bonds and any Parity Debt. Except for the Tax Revenues and amounts held
by the Trustee under the Indenture, no funds or properties of the Successor Agency will be pledged to, or
otherwise liable for, the payment of principal of or interest on the 2015 Bonds.

Recognized Obligation Payment Schedule

The Successor Agency has established the Redevel opment Obligation Retirement Fund pursuant
to Section 34170.5(a) of the Dissolution Act and, so long as any of the 2015 Bonds are Outstanding, the
Successor Agency will continue to hold and maintain such fund as a separate fund in its treasury (which
will be a separate account from other accounts of the Successor Agency and the County into which no
other moneys will be deposited). The Successor Agency will deposit all of the Tax Revenues received
with respect to any Semiannual Period into the Redevelopment Obligation Retirement Fund promptly
upon receipt thereof by the Successor Agency.

Before each six-month period (or twelve-month period if then applicable under the Dissolution
Act), the Dissolution Act requires each successor agency to prepare and approve, and submit to its
oversight board and the State Department of Finance (the “DOF") for approval, a ROPS pursuant to
which enforceable obligations (as defined in the Dissolution Act) of the successor agency are listed,
together with the source of funds to be used to pay for each enforceable obligation. The Dissolution Act
provides that, commencing on the date the first ROPS is valid, only those payments listed in the ROPS
may be made by the successor agency from the funds specified in the ROPS.

The ROPS must be submitted by the Successor Agency, after approval by the oversight board that
is established in the legislation with membership consisting of representatives from various taxing entities
(the “Oversight Board” as relates to the County), to the County Administrative Officer, the County
Auditor-Controller, the DOF, and the State Controller no later than 90 days before the date of the next
January 2 or June 1 property tax distribution.

In accordance with the Law and the Indenture, the Successor Agency will:

@ include in a ROPS for the six month period from January 1 to June 30 so as to enable the
County Auditor-Controller to distribute from the RPTTF for deposit in the Redevelopment Obligation
Retirement Fund on each January 2 an amount equal to the debt service due on the 2007 Bonds for the
period from January 1 to December 31; and

(b) include in a ROPS for the six-month period from January 1 to June 30 an amount equal to
scheduled annual debt service on the 2015 Bonds, so as to enable the County Auditor-Controller to
distribute from the RPTTF for deposit in the Redevel opment Obligation Retirement Fund on each January
2 amounts required to enable the Successor Agency to pay timely principa of, and interest on the 2015
Bonds coming due for the period from January 1 to December 31.
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The Dissolution Act provides that any bonds authorized under its terms to be issued by a
successor agency will be considered indebtedness incurred by the related dissolved agency, with the same
legal effect as if the bonds had been issued prior to effective date of AB 26, in full conformity with the
applicable provision of the Law that existed prior to that date, and debt service will be included in the
Successor Agency’s ROPS.

In the event funds distributed from the RPTTF and deposited into the Redevel opment Obligation
Retirement Fund during the January 1 to June 30 period are insufficient to pay debt service on the 2015
Bonds for the period January 1 to December 31, the Successor Agency shall include said shortfal in a
Recognized Obligation Retirement Schedule submitted to the County Auditor-Controller for the period
July 1 to December 31.

The Successor Agency has covenanted under the Indenture to take all actions required under the
Dissolution Act to include in a ROPS for the six month period from January 1 to June 30 so as to enable
the County Auditor-Controller to distribute from the RPTTF for deposit in the Redevel opment Obligation
Retirement Fund on each January 2 an amount equal to the debt service due on the 2007 Bonds, and
principal of, and interest on the 2015 Bonds, for the period from January 1 to December 31 and, in the
event funds distributed from the RPTTF and deposited into the Redevelopment Obligation Retirement
Fund during the January 1 to June 30 period are insufficient to pay debt service on the Bonds for the
period January 1 to December 31, the Successor Agency shall include said shortfal in a Recognized
Obligation Retirement Schedule submitted to the County Auditor-Controller for the period July 1 to
December 31. See “TAX REVENUES AND PROCEDURES — Recognized Obligation Payment
Schedule” and “— Covenants of the Successor Agency.”

Tax Allocation Financing
Prior to the enactment of AB X1 26, the Law authorized the financing of redevelopment projects

through the use of tax increment revenues. This method provided that the taxable valuation of the
property within a redevelopment project area on the property tax roll last equalized prior to the effective
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date of the ordinance which adopts the redevelopment plan becomes the base year valuation. Assuming
that the taxable valuation never drops below the base year level, the taxing agencies thereafter received
that portion of the taxes produced by applying then current tax rates to the base year valuation, and the
redevel opment agency was allocated the remaining portion produced by applying then current tax rates to
the increase in valuation over the base year. Such incremental tax revenues alocated to a redevel opment
agency were authorized to be pledged to the payment of agency obligations.

The Dissolution Act authorizes refunding bonds, including the 2015 Bonds, to be secured by a
pledge of moneys depaosited from time to time in a redevel opment property tax trust fund held by a county
auditor controller with respect to a successor agency, which are equivalent to the tax increment revenues
that were formerly alocated under the Law to the redevelopment agency and formerly authorized under
the Law to be used for the financing of redevel opment projects.

Tax increment revenues for the Successor Agency are computed based upon the annua
incremental assessed value of the Project Areas multiplied by a tax rate determined by the County
Auditor-Controller. The tax rates which are applied to incremental taxable values consist of two
components: the basic levy tax rate of $1.00 per $100 of taxable values and tax revenue from debt service
override levies, except those that are imposed to repay indebtedness approved by voters on or after
January 1, 1989. The basic levy tax rate may not exceed 1% ($1.00 of $100 taxable value) in accordance
with Article X111A. Based upon the County Auditor-Controller’s reliance to use the basic one percent tax
rate in calculating the RPTTF alocation, a one percent levy is used in the revenue projections herein and
in the Fiscal Consultant’s Report. See “THE PROJECT AREAS — Projected Tax Revenues and Debt
Service Coverage” for a discussion of the tax rate assumptions utilized by the Fiscal Consultant in
projecting gross tax increment for the Project Areas. Section 34183(a)(1) of the Law requires the auditor
controller to alocate all revenues attributable to tax rates levied to make annual repayments of the
principal of and interest on any bonded indebtedness for the acquisition or improvement of real property
to the taxing entity levying the tax rate.

As described below under “Pass-Through Obligations— Pass-Through Agreements,” “—
Statutory Pass-Through Payments’ and “Section 33676 Election,” the Successor Agency may pay a
portion of the former tax increment revenues to other Taxing Agencies under Pass-Through Agreements
and as statutory pass-through amounts and 33676 Amounts. See also “SPECIAL RISK FACTORS’ and
“LIMITATIONS ON TAX REVENUES — Redevelopment Plan Limits.”

Successor agencies have no power to levy property taxes and must look specifically to the
allocation of taxes as described above. See“SPECIAL RISK FACTORS.”

Debt Service Fund

The Indenture provides for the establishment of a trust fund to be known as the Debt Service
Fund, which shall be held by the Trustee under the Indenture in trust. Concurrently with transfers with
respect to Parity Debt pursuant to Parity Debt Instruments, moneys in the Redevelopment Obligation
Retirement Fund shall be transferred by the Successor Agency to the Trustee in the following amounts, at
the following times, and deposited by the Trustee in the following respective special accounts, which are
established under the Indenture in the Debt Service Fund, and in the following order of priority:

€)] Interest Account. On or before the fourth (4th) Business Day preceding each Interest
Payment Date, the Successor Agency shall withdraw from the Redevelopment Obligation Retirement
Fund and transfer to the Trustee, for deposit in the Interest Account an amount which when added to the
amount contained in the Interest Account on that date, will be equal to the aggregate amount of the
interest becoming due and payable on the Outstanding Bonds on such Interest Payment Date. No such
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transfer and deposit need be made to the Interest Account if the amount contained therein is at |east equal
to the interest to become due on the next succeeding Interest Payment Date upon al of the Outstanding
Bonds. All moneys in the Interest Account shall be used and withdrawn by the Trustee solely for the
purpose of paying the interest on the Bonds asiit shal become due and payable.

(b) Principal Account. On or before the fourth (4th) Business Day preceding August 1 in
each year beginning August 1, 2016, the Successor Agency shall withdraw from the Redevelopment
Obligation Retirement Fund and transfer to the Trustee for deposit in the Principal Account an amount
which, when added to the amount then contained in the Principal Account, will be equal to the principa
becoming due and payable on the Outstanding Bonds, including the aggregate principal amount of the
Term Bonds required to be redeemed on the next August 1. No such transfer and deposit need be made to
the Principal Account if the amount contained therein is at least equal to the principal to become due on
the next August 1 on al of the Outstanding 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 Bonds, including the
aggregate principal amount of the Term Bonds required to be redeemed pursuant to a Supplemental
Indenture, asit shall become due and payable.

(© Redemption Account. On or before the Business Day preceding any date on which Bonds
are to be optionally redeemed pursuant to the Indenture, the Trustee shall withdraw from the Debt Service
Fund any amount transferred by the Successor Agency pursuant to the Indenture for deposit in the
Redemption Account, such amount being the amount required to pay the principal of and premium, if
any, on the Bonds to be optionally redeemed on such date pursuant to the Indenture and any Supplemental
Indenture. 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 Bonds to be optionally redeemed
pursuant to the Indenture and any Supplemental Indenture on the date set for such redemption. Interest
due on Bonds to be redeemed on the date set for redemption shall, if applicable, be paid from funds
available therefor in the Interest Account.

No Reserve Account for the 2015 Bonds

The Successor Agency will not fund a reserve fund for the 2015 Bonds. Amounts held or to be
held in a reserve fund or account established for any other series of bonds or any reserve fund credit
policy for any other series of bonds will not be used or drawn upon to pay principal of or interest on the
2015 Bonds.

I ssuance of Parity Debt

In addition to the 2015 Bonds, the Successor Agency may issue or incur additional Parity Debt in
such principal amount as shall be determined by the Successor Agency for refunding purposes only. See
APPENDIX D — “SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE—COVENANTS
OF THE SUCCESSOR AGENCY - Issuance of Parity Debt; Subordinate Debt; Senior Debt.” The
Successor Agency may issue and deliver any such Parity Debt subject to the following specific conditions
precedent to the issuance and delivery of such Parity Debt issued under the Indenture:

@ The additional Parity Debt must have been issued in compliance with the refunding
provisions of the Dissolution Act;

(b) The Successor Agency shall certify that the aggregate principal of and interest on the

2015 Bonds, the 2007 Bonds, any Parity Debt (including the Parity Debt to be incurred) and Subordinate
Debt coming due and payable will not exceed the maximum amount of Tax Revenues permitted under
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any Plan Limit to be allocated and paid to the Successor Agency with respect to the Project Areas after
the issuance of such Parity Debt if any such Plan Limit is applicable; and

(© The Successor Agency shall deliver to the Trustee a Written Certificate of the Successor
Agency certifying that the conditions precedent to the issuance of such Parity Debt set forth above have
been satisfied.

Any Parity Debt issued as Bonds may provide for separate funds and accounts, including a debt
service reserve account for such Bonds, under the Supplemental Indenture pursuant to which such Bonds
areissued.

The Successor Agency may issue or incur Subordinate Debt in such principal amount as shall be
determined by the Successor Agency. Any Subordinate Debt that is issued as bonds or incurred in the
form of aloan shall be payable on the same dates as the 2015 Bonds.

In addition, from and after the Closing Date, the Successor Agency may not issue or incur any
bonds, notes, loans, advances or other indebtedness that are secured by a pledge of moneys deposited in
the RPTTF, as provided in paragraph (2) of subdivision (a) of Section 34183 of the Dissolution Act, on a
basis senior or superior to the 2015 Bonds.

Limited Obligations

The Successor Agency will not be required to advance any money derived from any source of
income other than the Tax Revenues for the payment of the principa of and interest on the 2015 Bonds
and any Parity Debt. The 2015 Bonds are special obligations of the Successor Agency and are payable, as
to interest thereon and principa thereof, exclusively from the Tax Revenues and the other funds pledged
therefor under the Indenture, and the Successor Agency is not obligated to pay them except from the Tax
Revenues and such other funds. All of the 2015 Bonds are equally secured by a pledge of, and charge and
lien upon, al of the Tax Revenues, and the Tax Revenues constitute a trust fund for the security and
payment of the principal of, and the interest on the 2015 Bonds, to the extent set forth in the Indenture.
The 2015 Bonds are not a debt of the City, the County, the State of California or any other political
subdivision of the State, and neither said City, said State, said County nor any of the State’ s other political
subdivisions other than the Successor Agency is liable therefor, nor in any event will the 2015 Bonds and
any Parity Debt be payable out of any funds or properties other than those of the Successor Agency
pledged therefor as provided in the Indenture. The 2015 Bonds do not constitute an indebtedness within
the meaning of any constitutional or statutory limitation or restriction, and neither the members of the
Successor Agency nor any persons executing the 2015 Bonds are liable personally on the 2015 Bonds by
reason of their issuance.

Pass-Through Obligations

Pass-Through Agreements. Prior to 1994, under the Law, a redevelopment agency could enter
into an agreement to pay former tax increment revenues to any affected taxing agency that has territory
located within a redevelopment project in an amount which in the redevelopment agency’ s determination
is appropriate to aleviate any financial burden or detriment caused by the redevelopment project. These
agreements normally provided for payment or pass-through of tax increment revenue directed to the
affected taxing agency, and, therefore, are commonly referred to as pass-through agreements or tax
sharing agreements.

Under redevelopment law existing at the time of the Former Agency’s plan adoption, taxing
jurisdictions that would experience a fiscal burden due to the existence of the redevelopment plan could
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enter into fiscal agreements with redevelopment agencies to dleviate that burden. Such agreements,
known as Section 33401 fiscal, or pass-through, agreements, generaly provide for redevelopment
agencies to pay to ataxing entity some or all of that entity’s share of the tax increment received by the
agency. Taxing entities could separately receive their share of the growth in valuation due to inflation,
known as Section 33676 or the 2% payments.

The Successor Agency is party to a Section 33401 fiscal agreement with the San Mateo-Foster
City School District (the “School District”). The Successor Agency has no resolutions in effect with
taxing entities under Section 33676.

For more information about the Pass-Through Agreements, see the Fiscal Consultant’s Report
attached to this Official Statement as Appendix C.

All Section 33401 pass-through payments are calculated and made by the County Auditor-
Controller and not by the Successor Agency.

Under the Section 33401 agreement with the School District, the School District may submit
documentation to the Successor Agency of the amount of fiscal burden imposed by the existence of tax
increment revenue allocations to the Successor Agency; the Successor Agency then determines whether
the request isjudtified and pays some or al of the requested amount.

Under California school district funding statutes, the State guarantees California school districts a
minimum revenue per student. This revenue consists of local property tax revenues and, if such amount
isnot at least equa to the minimum, or threshold, per-student revenue established by the State, a payment
made by the State to such school district. Because the Didtrict falls below the per-student property tax
revenue threshold established by the State, and because the State funds the difference between that
threshold and the amount of property tax revenue the School District receives, the School District has not
experienced a fiscal burden from redevelopment and has not requested payments under the fiscal
agreement from the Successor Agency. Consequently, the Successor Agency makes no payments under
its existing fiscal agreement with the School District and the Fiscal Consultant’s Report and this Official
Statement assumes no such payments will be required.

It is possible that the School District may at a future date achieve alevel of property tax funding
in excess of the per-student revenue limit established by the State, converting the School District to
‘basic-aid’ funding status. In this event, the School District might claim a fiscal burden under its
agreement with the Successor Agency. Any such burden would be for the School District’s share of
property tax revenue (approximately 21% in the Project Areas) above the future per-student revenue limit.
While this is not expected to affect the Successor Agency’s current level of tax increment receipts, a
future decrease in the per-student revenue limit below the School District’s current revenue per student
with no change in the School District’s number of students or in its current property tax revenue, or a
future decrease in the School District’s number of students with no change in the state per-student
revenue limit or in the School District’s current property tax revenue could result in School District
revenue per student exceeding the state per-student revenue limit. This could cause the School District to
rely on property tax revenue funding for that portion of revenue above the state per-student revenue limit,
and could result in the School District claiming a fiscal burden under its agreement with the Successor
Agency for its share of that portion of the excess revenue derived from the Project Areas.

Projections used in the Fiscal Consultant’s Report assume no payments are made under the single
Section 33401 fiscal agreement with the School Digtrict.
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Statutory Pass-Through Payments. Assembly Bill 1290 (Chapter 942, Statutes of 1993) (“AB
1290"), effective January 1, 1994, eliminated the statutory authority for negotiated pass-through
agreements and provided a formula for mandatory tax sharing, applicable to projects adopted after
January 1, 1994 or amended after that date to add territory or make certain other amendments. These
payments, which are to begin the fiscal year following the year a redevel opment plan was adopted (if after
January 1, 1994) or thefiscal year following the year that a redevelopment plan’sorigina plan limitations
would have taken effect (in the case of pre-1994 redevelopment plans), are calculated using the increase
in revenue less the amount of revenue generated by the project area in the year that the redevel opment
plan was adopted or the former limit would have been reached, as applicable. Under the Dissolution Act,
in particular Section 34183, the County Auditor-Controller is obligated to remit these statutory pass-
through amounts to the affected taxing entities from the Successor Agency’s RPTTF for each ROPS
period.

Statutory pass-through payments, specified in redevelopment law established by AB 1290,
provide taxing entities with their share of twenty-five percent of incrementa tax revenues above certain
thresholds, either the assessed valuation in the project area’s base year (for plans adopted on or after
January 1, 1994 or the assessed valuation in the year in which the original plan limit was reached for
plans adopted prior to that date). Tax increment above that amount is distributed to those taxing entities
that do not have Section 33401 fisca agreements in effect with the Successor Agency. New thresholds
are established ten and thirty years beyond the initia threshold date and a portion of tax increment above
these new thresholds are also paid to taxing entities.

Statutory pass-through payments are made to the San Mateo Union High School District, the San
Mateo Community College District, the County Office of Education, the Peninsula Hospital District, the
Bay Area Air Quality Management District, the Mosquito Abatement District, the City of San Mateo and
the County Harbor District in the Downtown and Shoreline Project Areas; this has been the case since the
year after the original time and fiscal limits in the plans were reached in, respectively, Fiscal Year 2003-
04 and Fiscal Year 1999-00. These tax sharing payments continue so long astax increment is available to
repay indebtedness in the applicable Project Areas. The statutory pass-through amounts are determined
by specific formulas under the Law; and post-dissolution, these payment obligations of the Successor
Agency to affected taxing entities are administered by the County Auditor-Controller under the
Dissolution Act.

The payments of the statutory pass-through amounts to the affected taxing entities are allocated
among each affected taxing entity in proportion to the share of property taxes each affected taxing entity
received in the year funds are alocated. For more information about the statutory pass-through amounts,
see the Fiscal Consultant’ s Report attached to this Official Statement as Appendix C.

Under Cdlifornia redevelopment law and the Dissolution Act (described below) a successor
agency may subordinate statutory pass-through payments to the repayment of indebtedness. On May 20,
2015, the Successor Agency notified the entities receiving statutory pass-through payments that it intends
to subordinate the statutory pass-through payments to the repayment of 2015 Bonds. After a 45-day
period, and in the absence of any disapproval by a taxing entity based on substantial evidence that the
Successor Agency will not be able to pay its pass-through obligation and the debt service payments, the
subordination request is deemed approved. The Successor Agency has requested that taxing entities
subordinate their statutory pass-through amounts to the payment of debt service on the 2015 Bonds. That
45-day period has run without material objection by any taxing agency, and, accordingly, the Successor
Agency has obtained approval that the payments to affected taxing agencies from Tax Revenues are
subordinated to debt service payments on the 2015 Bonds.
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The Former Agency contributed funds to the San Mateo Union High School District for school
facilities prior to dissolution. Under redevelopment law, facilities contributions to other taxing entities
must be repaid; a portion of the annual pass-through payment to the San Mateo Union High School
Disgtrict is credited by the County Auditor-Controller to the Successor Agency for the repayment of those
facility payments.

Projections used in the Fiscal Consultant’s Report incorporate the pass-through payments made
under the AB 1290 statutory provisions. All of the payments made under the AB 1290 satutory
provisions are subordinate to the 2015 Bonds.

See APPENDIX C — “FISCAL CONSULTANT’'S REPORT” for more detailed and complete
information on fiscal agreements and AB 1290 pass-through payments.

Section 33676 Election

Prior to the enactment of AB 1290, redevel opment project areas adopted between January 1, 1985
and January 1, 1994 were subject to payments to schools and to other affected taxing agencies that elected
to receive tax revenue payments set forth under Section 33676 of the Law (“33676 Amounts’). The
annual payments represent that portion of property taxes that are, or otherwise would be, calculated
annually pursuant to subdivision (f) of Section 110.1 of the Revenue and Taxation Code (and referred to
as the 2% inflation all ocation).

Under a 1993 Attorney Genera’s opinion these payments are not considered tax increment and,
where they occur, are deducted from redevel opment agency revenue prior to apportionment to the agency.
The payments, established under language previously included in Section 33676, are sometimes referred
to as 2% or 33676 payments and are generally distributed directly to taxing entities by the county
controller.

A 2002 court decision in Santa Ana regarding statutory payments made to taxing entities under
the pre-1994 and post-1984 Section 33676 of the Health and Safety Code found that school districts and
community college digtricts that had failed to elect to receive payments under that section were entitled to
collect them.

Because the Project Areas were formed on July 1, 1981, prior to the period covered by the Santa
Ana decision, the school districts and community college districts that overlap the Project Areas are not
eligible for separate payments under Section 33676.

L ow and Moderate | ncome Housing Fund

The Redevelopment Plan provided that a portion of all taxes that are alocated to the Successor
Agency pursuant to the Law were deposited into a separate Low and Maoderate Income Housing Fund (the
“Housing Fund”) and encumbered and expended by the Former Agency for the purpose of increasing and
improving the community’s supply of housing available at an affordable housing cost to persons and
families of low and moderate income. Pursuant to the Dissolution Act, former tax increment revenues
generated in the Project Areas are no longer required to be deposited into the Housing Fund previously
established pursuant to Section 33334.3 of the Law.

As of August 2, 2014, the Successor Agency had $7.315 million of outstanding debt secured by
the low- and moderate-income housing fund. The 2015 Bonds will refund this debt in full. Tax
Revenues include amounts constituting the former Housing Set-Aside such that tax increment from the
Project Areas formerly required to pay debt service on the low- and moderate-income housing bonds will
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be available to pay debt service on the 2015 Bonds and any Parity Debt (and not available to the 2007
Bonds). Tax Revenues includes amounts constituting the former Housing Set-Aside, which portion of tax
increment revenues constituting the former Housing Set-Aside is not pledged to the 2007 Bonds. See
“SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS — Pledge of Tax Revenues.”

Other ROPS Obligations

The Successor Agency has various enforceable obligations that are, or will be, listed on the
Successor Agency’s ROPS and paid from moneys deposited in the Successor Agency’s RPTTF from time
to time. The Successor Agency has determined that these obligations are either subordinate to the 2015
Bonds or not secured by a pledge of Tax Revenues.

TAX REVENUES AND PROCEDURES
Tax Revenues

Under California law, the rate of ad valorem property taxes which may be levied with respect to
property within a project areais generally limited to 1% of the “full cash” assessed value. In this Official
Statement such taxes are referred to as the “general levy” and are alocated to the State, the County, the
City of San Mateo, and al other taxing entities having jurisdiction over all or a portion of the Project
Areas. The assessed values of property within such project area, as last equalized prior to adoption of the
redevelopment plan, isthe “base year” assessed values (the “Base Year”).

Pursuant to subdivision (b) of Section 33670 of the Law and Section 16 of Article XVI of the
Constitution of the State and as provided in the related redevelopment plan, taxes levied upon taxable
property in the respective redevel opment project area each year by or for the benefit of the State, any city,
county, city and county, district, or other public corporation (herein sometimes collectively called “taxing
agencies’) after the effective date of the ordinance approving such related redevelopment plan, or the
respective effective dates of ordinances approving amendments to such related redevelopment plan that
added territory to the respective redevel opment project area, as applicable, areto be divided as follows:

@ To Taxing Agencies: That portion of the taxes which would be produced by the rate
upon which the tax is levied each year by or for each of the taxing agencies upon the total sum of the
assessed value of the taxable property in the respective redevelopment project area as shown upon the
assessment roll used in connection with the taxation of such property by such taxing agency last equalized
prior to the effective date of the ordinance adopting the related redevelopment plan, or the respective
effective dates of ordinances approving amendments to the related redevelopment plan that added
territory to the respective redevel opment project area, as applicable (each, a “base year valuation”), will
be allocated to, and when collected will be paid into, the funds of the respective taxing agencies as taxes
by or for the taxing agencies on all other property are paid; and

(b) To the Successor Agency: Except for that portion of the taxes in excess of the amount
identified in (a) above which are 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 the principal of, and the
interest on, any bonded indebtedness approved by the voters of the taxing agency on or after January 1,
1989 for the acquisition or improvement of rea property, which portion will be allocated to, and when
collected will be paid into, the fund of that taxing agency, that portion of the levied taxes each year in
excess of such amount, annually alocated within the plan limit following the Delivery Date, when
collected will be paid into a special fund of the former redevelopment agency. Section 34172 of the
Dissolution Act provides that, for purposes of Section 16 of Article XVI of the State Constitution, the
RPTTF attributable to a successor agency and its project areas will be deemed to be a specia fund of such
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successor agency to pay the debt service on indebtedness incurred by the applicable former
redevel opment agency.

That portion of the levied taxes described in paragraph (b) above, less amounts deducted pursuant
to Section 34183(a) of the Dissolution Act for permitted administrative costs of the County Auditor-
Controller, congtitute the amounts required under the Dissolution Act to be deposited by the County
Auditor-Controller into the RPTTF. In addition, Section 34183 of the Dissolution Act effectively
eliminates the January 1, 1989 date from paragraph (b) above.

Taxes are due in two equal installments. Installments of taxes levied upon secured property
become delinquent after December 10 and April 10. Taxes on unsecured property are due July 1 and
become delinquent August 31. As of February 1, 2012, the allocation of tax increment revenue was
dictated by the legislation adopted as AB 26. Revenue to successor agencies is how made on January 2
and June 1 of each fiscal year. All tax increment revenue is accumulated by the County Auditor-
Controller in the RPTTF for alocation on these two dates. The tax increment revenue available for
alocation on January 2 consists of revenues collected after June 1 of the previous fiscal year and for
collections in November and December of the current fiscal year. The tax increment revenues available
for alocation on June 1 include revenues collected from January 2 to June 1 of the current fiscal year.

Any amount remaining in the RPTTF after payment of administrative costs, pass-through
payments and ROPS obligations (including any amounts retained for obligations due in the subsequent
ROPS) isimmediately distributed to other taxing entities.

The County Auditor-Controller applies any tax refunds paid to property owners in the Project
Areas against the Successor Agency’s tax increment allocation. Should tax refunds exceed the portion of
the tax increment allocation that is derived from sources other than the annual secured, unsecured and
utility rolls, the tax increment revenue available for debt service could fall below the amount shown in
this Official Statement and the Fiscal Consultant’s Report as “Available Tax Increment.”

The County Auditor-Controller removes negative tax increment revenue at the tax rate area code
level in the County, rather than at the project area level as is done in most counties. Where the annual
assessed valuation for any roll in atax rate area code is less than the base year for that roll in that tax rate
area code, that negative tax increment is disregarded and not deducted from an agency’ s tax increment.

Unitary utility roll revenue is derived from utility properties including pipelines and other
properties that are assessed on a countywide basis as a unit. Property taxes on these unitary assessments
are distributed to jurisdictions in the County using an allocation formula similar to the regular
apportionment mechanism. Unitary revenue is reported to the Successor Agency on an agency-wide
basis; the Project Areas are estimated to recelve approximately $148,000 in unitary revenue annually
from the one percent levy.

The State Board of Equalization separately assesses railroad, pipeline and other utility properties
with tax revenue apportioned through the local apportionment process. The Successor Agency receives
less than $100 in tax increment revenue from state-assessed utility properties located in the Project Aresas.

The County utilizes a mechanism for the distribution of tax increment revenue to redevel opment
agencies that has a similar effect on the Successor Agency’s tax increment revenues as the device known
as the Teeter Plan (Section 4701 et seq. of the California Revenue and Taxation Code). The Teeter Plan
allows counties to distribute secured property tax revenue to participating jurisdictions without regard to
delinquencies by maintaining a reserve fund to cover delinquencies and alocating revenue based on the
original secured roll, retaining al delinquent tax payments and penalties. Under the mechanism used by

21



the County to distribute tax increment revenue to former redevel opment agencies, the County pays one-
half of the taxes from the secured incrementa assessed valuation and all of the taxes from the unsecured
incremental assessed valuation appearing on the equalized tax roll to each agency’s RPTTF on January 2
and the other one-half of the taxes on the secured incremental assessed valuation on June 1.
Delinquencies are not deducted from the RPTTF revenue, and delinquent tax payments and defaulted tax
redemptions, penalties and interest are not added to RPTTF revenue. Consequently, the Successor Agency
is not affected by delinquent tax payments.

From the amounts accumulated in the RPTTF for each alocation date, the County Auditor-
Controller is to deduct its own administrative charges and is to calculate and deduct amounts (if not
subordinated) owed to taxing entities for tax sharing agreements entered into pursuant to Section 33401 of
the Law and for statutory tax sharing obligations required by Sections 33607.5 and 33607.7 of the Law
that have not been subordinated to debt obligations, including debt service. The amount remaining after
these reductions, if any, will be available for payment by the Successor Agency of debt obligations on a
valid ROPS of the former redevelopment agency. The County administrative fee is based on County
costs that vary from year to year so that the amount charged to each jurisdiction annually is variable. The
current administration fee amounts to approximately 1.32% of the tax increment revenue from the Project
Aress.

Prior to receiving revenues on January 2 and June 1, the Successor Agency must adopt a ROPS
that lists the debt obligations of the former redevelopment agency that must be paid during the upcoming
six month periods of January 1 through June 30 and July 1 through December 31 (or the upcoming twelve
month period of January 1 through December 31 if then applicable under the Dissolution Act). Thereis
provision in the legidation for the Successor Agency to request additional amounts in one ROPS period
to alow it to make payments that may be beyond the revenues available in the upcoming allocation cycle.
The ROPS must be approved by the Oversight Board, with subsequent approval from the DOF.

The Successor Agency is entitled to receive tax revenues to cover the administrative costs of
winding down the business of the former redevelopment agency. Thisamount is set by the legidation at a
minimum $250,000 per year and a maximum that is 3% of the RPTTF allocated to the successor agency
for each fiscal year. To the extent that revenues are insufficient to pay all of the approved ROPS
obligations, including debt service on the 2015 Bonds and Parity Debt, the Successor Agency’s
administrative cost allowance will be reduced or eliminated.

RPTTF amounts remaining after payment of the 2007 Bonds, the 2015 Bonds and Parity Debt,
reductions for County administrative charges, pass-through obligations, ROPS obligations and the
Successor Agency’s administrative cost allowance are referred to as Residual Revenue. Residual
Revenue for each ROPS cycle is proportionately allocated to the taxing entities and to the Educational
Revenue and Augmentation Fund (“ERAF").

The Successor Agency has no power to levy and collect taxes, and any provision of law limiting
property taxes or allocating additional sources of income to taxing agencies and having the effect of
reducing the property tax rate must necessarily reduce the amount of tax increment revenues and,
accordingly, Tax Revenues that would otherwise be available to pay debt service on the 2015 Bonds.
Likewise, broadened property tax exemptions could have a similar effect (see “LIMITATIONS ON TAX
REVENUES’ and “SPECIAL RISK FACTORS’ below). Conversely, any increase in the present tax rate
or assessed valuation, or any reduction or elimination of present property tax exemptions, or the
satisfaction of enforceable obligations, would increase the Tax Revenues available to pay debt service on
the 2015 Bonds (see “LIMITATIONS ON TAX REVENUES’ and “SPECIAL RISK FACTORS’ for
discussion of the Congtitutional constraints of increasing tax rates and assessed valuation).
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The Dissolution Act requires the County Auditor-Controller to determine the amount of property
taxes that would have been allocated to the Successor Agency had the Former Agency not been dissolved
pursuant to the operation of Assembly Bill No. X1 26 effective June 29, 2011 (“AB 26”), using current
assessed values on the last equalized roll on August 20, and to deposit that amount in the RPTTF for the
Successor Agency established and held by the County Auditor-Controller pursuant to the Dissolution Act.
The Dissolution Act further provides that any bonds authorized under its terms to be issued by the
Successor Agency will be considered indebtedness incurred by the dissolved Former Agency, with the
same lega effect asif the bonds had been issued prior to effective date of AB 26, in full conformity with
the applicable provision of the Law that existed prior to that date, and debt service will be included in the
Successor Agency’s ROPS.  See “SECURITY AND SOURCES OF PAYMENT FOR THE 2015
BONDS — Recognized Obligation Payment Schedule.”

The Dissolution Act further provides that bonds authorized under its terms to be issued by the
Successor Agency will be secured by a pledge of, and lien on, and will be repaid from moneys deposited
from time to time in the RPTTF attributable to the Successor Agency and the Project Areas, and that
property tax revenues pledged to any bonds authorized under the Dissolution Act, such as the 2015
Bonds, are taxes allocated to the Successor Agency pursuant to the provisions of the Law and the State
Consgtitution which provided for the alocation of tax increment revenues under the Law, as described in
the foregoing paragraph.

The Successor Agency has no power to levy property taxes and must look specifically to the
allocation of taxes as described above.

Recognized Obligation Payment Schedule Filing Procedures

Before each six-month period (or twelve-month period if then applicable under the Dissolution
Act), the Dissolution Act requires successor agencies to prepare and approve, and submit to the successor
agency's oversight board and the DOF for approval, a ROPS pursuant to which enforceable obligations
(as defined in the Dissolution Act) of the successor agency are listed, together with the source of fundsto
be used to pay for each enforceable obligation. As defined in the Dissolution Act, “enforceable
obligation” includes bonds, including the required debt service, reserve set-asides, and any other
payments required under the indenture or similar documents governing the issuance of the outstanding
bonds of the former redevelopment agency, as well as other obligations such as loans, judgments or
settlements against the former redevel opment agency, any legally binding and enforceabl e agreement that
is not otherwise void as violating the debt limit or public policy, contracts necessary for the
administration or operation of the successor agency, and amounts borrowed from the Low and Moderate
Income Housing Fund. A reserve may be included on the ROPS and held by the successor agency when
required by the bond indenture or when the next property tax alocation will be insufficient to pay all
obligations due under the provisions of the bond for the next payment due in the following six-month
period (or twelve-month period if then applicable under the Dissolution Act).

The Dissolution Act provides that, commencing on the date the first ROPS is valid, only those
payments listed in the ROPS may be made by the successor agency from the funds specified in the ROPS.

The ROPS must be submitted by the successor agency, after approval by the oversight board, to
the county administrative officer, the county auditor-controller, the DOF, and the State Controller no later
than 90 days before the date of the next January 2 or June 1 property tax distribution. If a successor
agency does not submit an oversight board-approved ROPS by such deadlines, the successor agency will
be subject to a civil penaty equal to $10,000 per day for every day the schedule is not submitted to the
DOF. Additionally, the successor agency’s administrative cost allowance is reduced by 25% if the
successor agency does not submit an oversight board approved ROPS by the 80th day before the date of
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the next January 2 or June 1 property tax distribution, as applicable, with respect to the ROPS for
subsequent six-month periods (or twelve-month periods if then applicable under the Dissolution Act).

The Dissolution Act requires the DOF to make a determination of the enforceable obligations and
the amounts and funding sources of the enforceable obligations no later than 45 days after the ROPS is
submitted. Within 5 business days of the determination by the DOF, successor agencies may request
additional review by the DOF and an opportunity to meet and confer on disputed items, if any. The DOF
will notify successor agencies and the county auditor-controller as to the outcome of itsreview at least 15
days before the January 2 or June 1 date of property tax distribution, as applicable. Additionally, the
county auditor-controller may review a submitted ROPS and object to the inclusion of any items that are
not demonstrated to be enforceable obligations and may object to the funding source proposed for any
items, provided that the county auditor-controller must provide notice of any such objections to successor
agencies, the oversight board, and the DOF at least 60 days prior to the January 2 or June 1 date of
property tax distribution, as applicable.

In connection with the alocation and distribution by the county auditor-controller of property tax
revenues deposited in the RPTTF, under the Dissolution Act the county auditor-controller must prepare
estimates of the amounts of (i) property tax to be allocated and distributed and (ii) the amounts of pass-
through payments to be made in the upcoming six-month period (or twelve-month period if then
applicable under the Dissolution Act), and provide those estimates to the entities receiving the
distributions and the DOF no later than October 1 and April 1 of each year, as applicable. If, after
receiving such estimate from the county auditor-controller, the successor agency determines and reports,
no later than December 1 or May 1, as applicable (i.e., by May 1, 2015 with respect to the ROPS for July
1, 2015 through December 31, 2015), that the total amount available from the RPTTF alocation to the
successor agency’s Redevelopment Obligation Retirement Fund, from other funds transferred from a
dissolved agency, and from funds that have or will become available through asset sales and all
redevelopment operations, is insufficient to fund the payment of passthrough obligations, for the
successor agency’s enforceable obligations listed on the ROPS, and for the successor agency’'s
administrative cost allowance, the county auditor-controller must notify the State Controller and the DOF
no later than 10 days from the date of the successor agency’s natification. If the State Controller concurs
that there are insufficient funds to pay required debt service, the Dissolution Act provides for certain
adjustments to be made to the estimated distributions.

The Dissolution Act provides that any bonds authorized under its terms to be issued by a
successor agency will be considered indebtedness incurred by the related dissolved agency, with the same
legal effect as if the bonds had been issued prior to effective date of AB 26, in full conformity with the
applicable provision of the Law that existed prior to that date, and debt service will be included in the
successor agency’s ROPS.  Additionaly, if an enforceable obligation provides for an irrevocable
commitment of property tax revenue and where allocation of revenues is expected to occur over time, the
Dissolution Act provides that a successor agency may petition the DOF to provide written confirmation
that its determination of such enforceable obligation as approved in a ROPS is final and conclusive, and
reflects the DOF' s approval of subsequent payments made pursuant to the enforceable obligation. If the
confirmation is granted by the DOF, then the DOF s review of such payments in each future ROPS will
be limited to confirming that they are required by the prior enforceable obligation.

The Successor Agency has covenanted under the Indenture to take all actions required under the
Dissolution Act to include in a ROPS for the six month period from January 1 to June 30 so as to enable
the County Auditor-Controller to distribute from the RPTTF for deposit in the Redevel opment Obligation
Retirement Fund on each January 2 an amount equal to the debt service due on the 2007 Bonds, and
principal of, and interest on the 2015 Bonds, for the period from January 1 to December 31 and, in the
event funds distributed from the RPTTF and deposited into the Redevelopment Obligation Retirement
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Fund during the January 1 to June 30 period are insufficient to pay debt service on the Bonds for the
period January 1 to December 31, the Successor Agency shall include said shortfall in a Recognized
Obligation Retirement Schedule submitted to the County Auditor-Controller for the period July 1 to
December 31. See*“Covenants of the Successor Agency” below.

These actions will include, without limitation, placing on the periodic ROPS for approval by the
Oversight Board and the DOF, to the extent necessary, the amounts to be held by the Successor Agency
as a reserve until the next six-month period (or twelve-month period if then applicable under the
Dissolution Act), as contemplated by paragraph (1)(A) of subdivision (d) of Section 34171 of the
Dissolution Act, that are necessary to provide for the payment of the principal of, premium (if any), and
interest under the Indenture, when the next property tax allocation is projected to be insufficient to pay all
obligations due under the Indenture for the next payment due in the following six-month period (or
twelve-month period if then applicable under the Dissolution Act).

Approval by Oversight Board and Department of Finance

Before the issuance of refunding bonds under the Dissolution Act, a successor agency must
obtain by resolution the approval of its oversight board. Such oversight board resolution becomes
effective when approved, or deemed approved, by the DOF. The issuance of the 2015 Bonds by the
Successor Agency was approved by the Oversight Board on April 22, 2015. On June 23, 2015 the DOF
issued a determination letter with respect to the Oversight Board’ s resolution (the “DOF Letter”) stating
the DOF's approval of the Oversight Board's approval of the issuance of the 2015 Bonds. The DOF
Letter conditioned such approval on the understanding that the 2015 Bonds will meet the limitations in
Health and Safety Code Section 34177.5.

Following DOF approval of the Oversight Board resolution approving the issuance of the 2015
Bonds, the scheduled payments on the 2015 Bonds must be listed on the Successor Agency’s ROPS (see
“Recognized Obligation Payment Schedule” above) and will not be subject to further review and approval
by the DOF or the State Controller. Furthermore, once the 2015 Bonds are issued with the Oversight
Board' s approval, the Oversight Board will not be permitted to unilaterally approve any amendments to or
early termination of the 2015 Bonds.

The Dissolution Act also provides that, notwithstanding any other State law, an action to
challenge the issuance of bonds under the Dissolution Act must be brought within 30 days after the date
on which the Oversight Board adopts the resol ution approving the issuance of the bonds by the Successor
Agency. More than 30 days have expired between the adoption of the Oversight Board resolution
approving the issuance of the 2015 Bonds and the date of this Official Statement. During this interim,
none of the Successor Agency, the County or the Oversight Board has received notice of any action
challenging the issuance of the 2015 Bonds.

Due Diligence Reviews

Pursuant to the Dissolution Act, the Successor Agency was required to retain an independent
accountant to conduct two reviews, known as due diligence reviews (each, a “DDR”): one for the
Housing Fund and the other for all of the other funds and accounts (the “ Other Funds”’). The purpose of
the DDRs was to determine the unobligated balance (the “Unobligated Balance”), if any, of the Housing
Fund and the Other Funds, as of June 30, 2012, so that such Unobligated Balance would be distributed to
the taxing agencies. Pursuant to the specific procedure for determining the Unobligated Balance set forth
in the Dissolution Act, legally restricted funds (including bond proceeds), value of assets that are not cash
or cash equivalents (such as land and equipment) and amounts that are needed to satisfy obligations listed
on an approved ROPS were excluded from the Unobligated Balance.
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With respect to each DDR, the Successor Agency was required to and did submit such DDR, after
review and approval by the Oversight Board, to the DOF. The DOF issued determination letters
confirming the Unobligated Balance from the Housing Fund and the Other Funds to be remitted to the
County Auditor-Controller. The Successor Agency issued payments to the County Auditor-Controller for
the required amounts.

Because the Successor Agency has made the remittances required by the DOF's final
determination concerning the DDRs, as well as certain other amounts previously required to be remitted
pursuant to the Dissolution Act, the DOF issued a “Finding of Completion” to the Successor Agency.
Upon receipt of such Finding of Completion, the Successor Agency is authorized to proceed with actions
permitted under certain provisions of the Dissolution Act, such as the disposition of real property assets
following Oversight Board and DOF approval of along range property management plan.

Covenants of the Successor Agency

Punctual Payment. The Successor Agency will punctually pay or cause to be paid the principal
and interest to become due in respect of all the 2015 Bondsin strict conformity with the terms of the 2015
Bonds and of the Indenture. The Successor Agency will faithfully observe and perform all of the
conditions, covenants and requirements of the Indenture and all Supplemental Indentures and the 2015
Bonds. Nothing contained in the Indenture prevents the Successor Agency from making advances of its
own moneys howsoever derived to any of the uses or purposes referred to therein.

Compliance with the Law; Recognized Obligation Payment Schedules. The Successor Agency
shall comply with all of the requirements of the Law. In addition, the Successor Agency shall take all
actions required under the Law to:

€)] include in a ROPS for the six month period from January 1 to June 30 so as to enable the
County Auditor-Controller to distribute from the RPTTF for deposit in the Redevelopment Obligation
Retirement Fund on each January 2 an amount equal to the debt service due on the 2007 Bonds for the
period from January 1 to December 31;

(b) include in a ROPS for the six-month period from January 1 to June 30 an amount equal to
scheduled annual debt service on the 2015 Bonds, so as to enable the County Auditor-Controller to
distribute from the RPTTF for deposit in the Redevel opment Obligation Retirement Fund on each January
2 amounts required to enable the Successor Agency to pay timely principa of, and interest on the 2015
Bonds coming due for the period from January 1 to December 31,

(© in the event funds distributed from the RPTTF and deposited into the Redevel opment
Obligation Retirement Fund during the January 1 to June 30 period are insufficient to pay debt service on
the 2015 Bonds for the period January 1 to December 31, the Successor Agency shall include said
shortfall in a Recognized Obligation Retirement Schedule submitted to the County Auditor- Controller for
the period July 1 to December 31; and

(d) in the event funds are transferred from a debt service reserve account for any Parity Debt
issued as Bonds to pay debt service on such Parity Debt, the Successor Agency shall include the amount
so transferred in the next Recognized Obligation Retirement Schedule submitted to the County Auditor-
Controller in order to replenish such debt service reserve account.

The foregoing obligates the Successor Agency to place on the periodic ROPS for approval by the

Oversight Board and the DOF, to the extent necessary, the amounts to be held by the Successor Agency
as areserve until the next six-month period, as contemplated by Section 34171(d)(1)(A) of the Cdifornia
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Health and Safety Code, that are necessary to provide for the payment of principal and interest under the
Indenture when the next property tax allocation is projected to be insufficient to pay all obligations due
under the Indenture in the following six-month period, including the inclusion on the applicable
Recognized Obligation Schedule the amounts set forth in the Recognized Obligation Debt Service
Schedule attached to the Indenture. The ROPS shall not be amended except by Supplemental Indenture
entered into pursuant to the Indenture.

Additionally, the Successor Agency covenants that it will, on or before December 1 of each year,
file aNatice of Insufficiency with the County Auditor-Controller if the amount of Tax Revenues available
to the Successor Agency from the RPTTF on the upcoming January 2 is insufficient to pay debt service
on the 2015 Bonds and to pay debt service on any Parity Debt.

In the event the provisions set forth in the Dissolution Act as of the Closing Date of the 2015
Bonds that relate to the filing of ROPS are amended or modified in any manner, the Successor Agency
agrees to take all such actions as are necessary to comply with such amended or modified provisions so as
to ensure the timely payment of debt service on the 2015 Bonds and, if the timing of distributions of the
RPTTF is changed, the receipt of (i) not less than all amounts required to pay debt service due during
each Bond Year on al Outstanding Bonds prior to February 1 of such Bond Year, and (ii) in the event
funds distributed from the RPTTF and deposited into the Redevelopment Obligation Retirement Fund
during the January 1 to June 30 period are insufficient to pay debt service on the 2015 Bonds for the
period January 1 to December 31, said shortfall prior to the next succeeding August 1.

Plan Limit. If and to the extent that the plan limits apply to the Successor Agency under the Law,
the Successor Agency shal annually review the total amount of property tax revenues available to be
deposited into the RPTTF under the plan limits, as well as future cumulative annual payments on the
2007 Bonds, the 2015 Bonds, any Parity Debt, any subordinate bonds payable from property tax revenues
deposited into the RPTTF.

As provided in the 2007 Indenture, once the Successor Agency has determined that during the
next succeeding Bond Y ear, the total amount of Pledged Tax Revenues (as defined in the 2007 Indenture)
remaining available to be received by the Successor Agency under the Redevelopment Plan's cumulative
tax increment limitation is expected to equal at least 80% of the Redevelopment Plan's cumulative tax
increment limitation for either Project Area, then the Successor Agency shall either (1) deposit al future
Pledged Tax Revenues (as defined in the 2007 Indenture from the applicable Project Area into a specia
escrow account exclusively for the payment of interest on and principal of and redemption premiums, if
any, on the 2007 Bonds or (2) adopt a plan approved by an Independent Financial Consultant or
Independent Redevelopment Consultant (as such terms are defined in the 2007 Indenture) which
demonstrates the Successor Agency's continuing ability to pay debt service on the 2007 Bonds. In
determining the amount to be deposited into such a specia escrow account, the Successor Agency may
take into account reasonable projected interest earnings on the amounts so deposited.

Aslong as the Plan Limits apply to the Successor Agency under the Law and any 2015 Bonds are
outstanding, the Successor Agency shall comply with its obligations under the 2007 Indenture regarding
Plan Limits but, in doing so, shall take all actions necessary to ensure that it can adopt a plan approved by
an Independent Financia Consultant or Independent Redevelopment Consultant (as such terms are
defined in the 2007 Indenture) which demonstrates the Successor Agency's continuing ability to pay debt
service on the 2007 Bonds rather than the option under the 2007 Indenture to deposit all future Pledged
Tax Revenues (as defined in the 2007 Indenture) from the applicable Project Area into a special escrow
account exclusively for the payment of interest on and principal of and redemption premiums, if any, on
the 2007 Bonds. In furtherance of the covenant in the preceding sentence, if the Successor Agency ever
determines that during the next succeeding Bond Year, the total amount of property tax revenues
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available to be deposited into the RPTTF under the Plan Limits is expected to equal at least 80% of the
Plan Limit for either Project Area, then the Successor Agency shall either (i) adopt a plan approved by an
Independent Redevelopment Consultant that demonstrates the Successor Agency’s continuing ability to
pay debt service, first, on the 2007 Bonds and, second, pro rata on the 2015 Bonds and any Parity Debt, or
(ii) deposit all property tax revenuesin the RPTTF not needed to pay current or any past due debt service
on any Successor Agency obligations into a Trustee-held escrow account (the “Escrow Account”) and
invested in Defeasance Obligations. Moneys in the Escrow Account must be used only to pay debt
service, first, on the 2007 Bonds and, second, pro rata on the 2015 Bonds and any Parity Debt, or to
redeem 2015 Bonds and any Parity Debt that does not constitute Bonds.

In connection with the 2016 Proposed Budget, the Department of Finance published proposed
budget trailer bill, which was revised in March 2015, addressing the redevel opment agency dissolution
process. The proposed legislation provides that solely for the purpose of approved enforceable
obligations, redevelopment plan time limits and tax increment caps do not apply. The terms of the budget
trailer bill have not yet been approved by the Governor or enacted into law.

Extension of Payment. The Successor Agency will not, directly or indirectly, extend or consent to
the extension of the time for the payment of any 2015 Bond or claim for interest on any of the 2015
Bonds and will not, directly or indirectly, be a party to or approve any such arrangement by purchasing or
funding the 2015 Bonds or claims for interest in any other manner.

Payment of Claims. The Successor Agency shall promptly pay and discharge, or cause to be paid
and discharged, any and al lawful claims for labor, materias or supplies which, if unpaid, might become
alien or charge upon the properties owned by the Successor Agency or upon the Tax Revenues or other
amounts pledged to the payment of the 2015 Bonds, or any part thereof, or upon any funds in the hands of
the Trustee, or which might impair the security of the 2015 Bonds. Nothing contained in the Indenture
shall require the Successor Agency to make any such payment so long as the Successor Agency in good
faith shall contest the validity of said claims.

Dissolution Act Invalid; Maintenance of Tax Revenues. In the event that the applicable property
tax revenues provisions of the Dissolution Act are determined by a court in afinal judicial decision to be
invalid and, in place of the invalid provisions, provisions of the Law or the equivalent become applicable
to the 2015 Bonds, the Successor Agency shall comply with all requirements of the Law or the equivalent
to ensure the allocation and payment to it of the Tax Revenues, including without limitation the timely
filing of any necessary statements of indebtedness with appropriate officials of the County and, in the
case of amounts payable by the State, appropriate officials of the State and shall apply any such Tax
Revenues received by the Successor Agency in the manner set forth in the Indenture. In the event that the
applicable property tax revenues provisions of the Dissolution Act are determined by a court in a final
judicial decision to be invalid and neither provisions of the Law nor the equivalent replace the invalid
provisions, then the Successor Agency shall use good faith efforts to ensure the alocation and payment to
it of the Tax Revenues and, if and to the extent the Tax Revenues are thereafter insufficient for the
Successor Agency to satisfy its obligations under the Indenture, an Event of Default shall be deemed to
have occurred and the remedies upon an Event of Default contained in the Indenture shall apply.

Maintenance of Tax-Exemption. The Successor Agency shall take all actions necessary to assure
the exclusion of interest on the 2015A Bonds from the gross income of the Owners of the 2015A Bonds
to the same extent as such interest is permitted to be excluded from gross income under the Code as in
effect on the date of issuance of the 2015A Bonds.

Continuing Disclosure. The Successor Agency covenants and agrees in the Indenture that it will
comply with and carry out all of the provisions of the Continuing Disclosure Certificate related to the
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2015 Bonds. Notwithstanding any other provision of the Indenture, failure of the Successor Agency to
comply with the Continuing Disclosure Certificate shall not be an Event of Default under the Indenture.
However, any Participating Underwriter or any holder or beneficial owner of the 2015 Bonds may take
such actions as may be necessary and appropriate, including seeking specific performance by court order,
to cause the Successor Agency to comply with its obligations under the Indenture.

Further Assurances. The Successor Agency will adopt, make, execute and deliver any and all
such further resolutions, instruments and assurances as may be reasonably necessary or proper to carry
out the intention or to facilitate the performance of the Indenture, and for the better assuring and
confirming unto the Owners of the 2015 Bonds the rights and benefits provided in the Indenture.

THE SUCCESSOR AGENCY

The Former Agency was activated by the action of the City Council on March 3, 1969 pursuant to
the Law. Assembly Bill No. X1 26, effective June 29, 2011, together with Assembly Bill No. 1484,
effective June 27, 2012, codified Part 1.8 (commencing with Section 34161) and Part 1.85 (commencing
with Section 34170) of Division 24 of the California Health and Safety Code (as amended from time to
time (referred to as the Dissolution Act in this Officia Statement), and resulted in the dissolution of the
Former Agency as of February 1, 2012, and the vesting in a successor agency of all of the authority,
rights, powers, duties and obligations of the Former Agency. On January 9, 2012, the City Council
€l ected to become the Successor Agency for the Former Agency. The Successor Agency is governed by a
five-member governing board whose members are the same as the City Council. The City Manager
serves as the Executive Director of the Successor Agency, the City Attorney serves as Successor Agency
General Counsel and the City Finance Director serves the same function and Treasurer for the Successor
Agency.

Successor Agency Powers

All powers of the Successor Agency are vested in its five-members who are elected members of
the City Council. Pursuant to the Dissolution Act, the Successor Agency is a separate public body from
the City and succeeds to the organizational status of the Former Agency but without any legal authority to
participate in redevelopment activities, except to complete any work related to an approved enforceable
obligation. The Successor Agency is tasked with expeditiously winding down the affairs of the Former
Agency, pursuant to the procedures and provisions of the Dissolution Act. Under the Dissolution Act,
many successor agency actions are subject to approval by its oversight board, as well as review by the
DOF. Cdlifornia has strict laws regarding public meetings (known as the Ralph M. Brown Act) which
generally make all successor agency and oversight board meetings open to the public in similar manner as
city council meetings.

Previously, Section 33675 of the Law required the Former Agency to file not later than the first
day of October of each year with the County Auditor of a statement of indebtedness certified by the chief
fiscal officer of the Former Agency for each redevelopment plan which provides for the alocation of
taxes (i.e., the Redevelopment Plan). The statement of indebtedness was required to contain the date on
which bonds issued by the Former Agency were delivered, the principal amount, term, purposes and
interest rate of the bonds and the outstanding balance and amount due on the bonds. Similar information
was required to be given for each loan, advance or indebtedness that the Former Agency had incurred or
entered into which is payable from tax increment. Section 33675 also provided that payments of tax
increment revenues from the County Auditor to the Former Agency could not exceed the amounts shown
on the Former Agency’s statement of indebtedness. The Dissolution Act eliminates this requirement and
provides that, commencing on the date the first ROPS is valid, the ROPS supersedes the statement of
indebtedness previously required under the Law, and commencing from such date, the statement of
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indebtedness will no longer be prepared nor have any effect under the Law (see “SECURITY AND
SOURCES OF PAYMENT FOR THE 2015 BONDS — Recognized Obligation Payment Schedul€e’).

Financial I nformation

Included in this Officia Statement as Appendix B are excerpts of the City’s Comprehensive
Annua Financial Report (the “CAFR”") for the Year Ended June 30, 2014. The audited financial
statements in the CAFR have been audited by Badawi & Associates (the “Auditor”), certified public
accountants, as stated in its report included in Appendix B. The Auditor has not consented to the
inclusion of its report herein and has not undertaken to update its report. No opinion is expressed by the
Auditor with respect to any event subsequent to its report dated November 21, 2014. See Appendix B.
At the time of issuance of the 2015 Bonds, the Successor Agency will certify that there has been no
material adverse change in the financial condition of the Successor Agency since June 30, 2014.

No Prior Defaults

Neither the Former Agency nor the Successor Agency has ever defaulted in the payment of
principal of or interest on any of their bonds or other debt obligations.

THE PROJECT AREAS

Tax increment revenues securing the payment of the 2015 Bonds will be derived from tax
increment revenues from the Downtown Project Area and the Shoreline Project Area which were merged
by ordinances adopted by the City Council of the City of San Mateo on October 21, 1996.

The Project Areas are comprised of approximately 869 acres. The Project Areas consist of two
formerly separate project areas known as the Downtown Project Area and the Shoreline Project Area
which are non-contiguous and separated by U.S. 101. A map showing the Project Areas is on the
following page.
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General

The Downtown Project Area is composed of approximately 166 acres generaly bounded by El
Camino Real on the west, Tilton Avenue on the north, Delaware Street on the east and Ninth Avenue on
the south. In addition, the Third Avenue and Interstate 101 interchange is also within the Downtown
Project Area. The area consists of over 600 parcels and is commonly referred to as “Downtown San
Mateo.”

The Shoreline Project Area covers approximately 703 acres comprised of severa different land
uses and includes approximately 1,000 parcels of property. The Shoreline Project Area lies east of
Interstate 101, generally extending along the City’s bay front at Monte Diablo Avenue southerly to the
city limits of Foster City and Belmont. The Shoreline Project Area is, in part, congruent with the
planning areas of the San Mateo Shoreline Parks Master Plan and includes all of the Marina Lagoon water
areas (formerly Seal Slough). The southerly third of the Shoreline Project Area shares a common
boundary area with Foster City.

The Downtown Project Area

The Downtown Project Areais composed of approximately 166 acres in over 600 parcels and is
generally bounded by El Camino Real on the west, Tilton Avenue on the north, Delaware Street on the
east and Ninth Avenue on the south. In addition, the Third Avenue and Interstate 101 interchange is also
within the Downtown Project Area. The areais commonly referred to as “ Downtown San Mateo."

Retail, medical office, and genera office comprise the majority of the uses but there are also
some residential and light industrial uses as well as a large public park. The diversity of uses has
contributed to a stable tax base. The retail stores include independent, franchised, and national corporate
ownerships and retail vacancy rates have remained stable over the past several years and are
approximately 5%. Office vacancies downtown have decreased noticeably over the past year reflecting
the region’ s recovery from the 2009 economic downturn and increased market demand and are under 2%,
according to an April 2015 report from Colliers International. The Downtown Project Areais essentially
built out, and except for several small vacant parcels, new growth will be in the redevel opment of existing
property rather than development of raw land. The relatively small sizes of most parcels provide
challenges for redevelopment. While the City encourages parcel assemblage, turnover of parcels is
infrequent.

Over the past fifteen years, the Downtown Project Area has received significant investment, both
public and private. Projects that have been completed include:

. 101 Ellsworth, a Class A office tower containing approximately 100,000 square feet of
office and ground floor retail and over 200 parking spaces in three underground levels.

. Century Theatre, a 12-screen cinema recently acquired by Cinemark, USA.

. Main Street Garage, a 381-space public parking garage serving Cinema patrons and other

dining and shopping patrons and six occupied ground-floor retail spaces.

. Transit Center, a commuter rail station with approximately 250 parking spaces in two
levels of parking and two free-standing commercid buildings totaling over 5,000 sg. ft.
One of the buildings is leased to office tenants. The Melting Pot, a full service nationa
franchise restaurant, opened in the second building in October 2007.
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. Streetscape improvements, including repaving of a significant portion of the streetsin the
downtown area and new sidewalks, street trees and crosswalks in several blocks.

Several new private development projects are proposed within the Downtown Project Area.
Projects that have been recently entitled include a 12,500 square foot ethnic supermarket on 80 North B
Street, a 24,500 sguare foot mixed-use office and retail project at 2 East Third Avenue, and a 32,500
square foot office and retail mixed-use project at 2215 ElI Camino.

In 2007, the City adopted an update to the 1993 Downtown Specific Plan to guide development in
the area. The City plans to initiate another update to the plan in fall 2015, which is anticipated to be
completed in Fiscal Year 2016-17. The updated plan will focus on maximizing development on the key
opportunity sites downtown, including the former Successor Agency parcels which are to be redevel oped
under the adopted L ong Range Property Management Plan.

The ShoréineProject Area

The Shoreline Project Area covers approximately 703 acres and includes approximately 1,000
parcels of property. The Shoreline Project Area lies east of Interstate 101, generally extending along the
City's bay front at Monte Diablo Avenue southerly to the Foster City city limit. The Shoreline Project
Areais, in part, congruent with the planning areas of the San Mateo Shoreline Parks. Master Plan and
includes all of the Marina Lagoon water areas (formerly Seal Slough).

The Shoreline Project Area is characterized mostly by flat terrain and is drained by San Mateo
Creek and Marina Lagoon. The northerly part of the Shoreline Project Area includes the San Francisco
Bay Shoreline and has vegetation that includes salt and brackish marshlands, weedy grass lands and
riparian trees and shrubs associated with drainage. This area includes the City Water Quality Control
Plant and the former City dumpsite, which has been covered and converted to alandscaped shoreline park
area.

Approximately 40% of the Shoreline Project Area is developed or developable land, and the
balance is made up of waterway and tidelands open space (former landfill). Of the privately developed
land, about 25% is Class A office buildings, most of which (with the exception noted in the following
paragraph) were constructed in the early 1980’s. Vacancy information specifically for this submarket is
not available, but overal, vacancy rates for Class A office space in San Mateo were 8.3% in the first
quarter of 2015.

Among the prominent tenants in the Shoreline Project Area are Sony Computer Entertainment,
Residence Inn by Marriott and Home Depot USA Inc. Also within the Shoreline Project Area is
Bridgepointe Shopping Center, an approximately 62-acre retail and hotel development located within the
Shoreline Project Area. Retail businesses include Toys R Us, Target, Staples, Sports Authority, Ethan
Allen, Pier 1, Hallmark, ULTA, Marshalls and Bed, Bath and Beyond. Restaurants include Armadillo
Willy's, Red Robin, BJ s Restaurant and Brewhouse, and Mimi’s Cafe. The Bridgepoint Shopping Center
is proposing to expand their retail square footage on-site. This project is currently in the entitlements
process.

A mix of single-family houses and multi-family apartments and condominiums constitute
approximately 26% of the privately developed land, while about 15% consists of storage and warehousing
facilities. A new 76-unit condominium development called Tidelands is near completion within the
Shoreline Project Area near the southwestern comer of Mariner’s Island Boulevard and East Third
Avenue.
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Assessed Valuation

The following table sets forth the taxable assessed valuations for the Project Areas and the tax
increment revenues for the last ten Fiscal Years.

Tablel
Assessed Valuations and Tax Revenues
(Fiscal Years2004-05 to 2014-15)

Homeowners
] Property Tax
Fiscal Assessed Rdief Less: Base Value Over Tax
Y ear Value Exemption Year Value Base Year Increment
2005-06 $1,122,927,519 $3,402,000 $109,788,272 $1,016,541,247 $10,313,382
2006-07 1,213,180,390 3,514,000 109,788,272 1,106,906,118 11,217,031
2007-08 1,323,334,696 3,549,000 109,788,272 1,217,095,424 12,318,924
2008-09 1,404,177,715 3,476,200 109,788,272 1,297,865,643 13,126,626
2009-10 1,380,712,637 3,435,600 109,788,272 1,274,359,965 12,891,570
2010-11 1,368,516,327 3,403,400 109,788,272 1,262,131,455 12,769,285
2011-12 1,375,528,812 3,364,200 109,788,272 1,269,104,740 12,839,017
2012-13 1,403,424,755 3,357,200 109,788,272 1,296,993,683 13,117,907
2013-14 1,485,040,444 3,406,200 109,788,272 1,378,658,372 13,934,554
2014-15 1,633,855,202 3,406,200 109,788,272 1,527,473,130 15,427,268

@ Calculated as one percent of the Value Over Base Year plus an estimated $147,970 in unitary revenue. Tax
Increment for 2014-15 includes a $4,567 positive adjustment by the Controller restoring negative tax increment;
while this adjustment was also made in prior years the prior-year amounts are not available and are not included
here. Tax Increment does not reflect revenue from supplemental assessments and interest earnings, and does
not reflect deductions for appeal-related adjustments and the property tax administration fee.

Sources. San Mateo County Assessor; Urban Analytics.

For projections of growth in incremental assessed valuation and Tax Revenue, see “Projected Tax
Revenues and Debt Service Coverage” below.

Land Use Types

As shown in Table 2 below, the Project Areas are predominately commercia with 68% of Fiscal
Year 2014-15 valuation in office and retail propertiesin the Shoreline Project Area and other retail and
commercia buildings in the Downtown Project Area. Condominiums accounted for 21% of Fiscal Year
2014-15 assessed valuation, primarily from residential buildings in the Downtown Project Area.



Table2
Land Usein the Project Areas, Fiscal Year 2014-15

Percent of Number of  Percent of Percent of
Land Use Secured AV AV Parcels Parcels Acres Acres

Commercial $ 987,300,745 67.8% 285 25.5% 92 10.6%
Industrial 22,796,574 1.6 32 29 4 0.5
Single Family Residential 1,479,949 0.1 6 0.5 - 0.0
Condominiums 308,029,141 21.2 710 63.4 - 0.0
Other Residential 80,877,824 5.6 10 0.9 1 0.1
Vacant 13,055,645 0.9 40 3.6 607 69.9
Other 42,051,005 29 36 3.2 165 18.9

Total $1,455,590,883 100.0% 1,119 100.0% 869 100.0%

Notes:

Vauations include homeowner's exemptions, restored by the Auditor prior to the calculation of tax increment.
Acreage is estimated using tax roll data and information provided by the Successor Agency.

Sources. San Mateo County Assessor; Urban Analytics.

Tax Increment Revenues

The breakdown for secured, unsecured, state board assessed, total and incremental valuation for
the last five Fiscal Years is shown in the table below. Tax increment revenues from the Project Areas
shown in this Officia Statement are based on information contained in County assessment rolls as
verified in the Fiscal Consultant’s Report (see Appendix C). Actua levels of future tax increment
revenues derived from the Project Areas will depend upon the growth in tax increment resulting from new
development, change of ownership, inflation, and changesin tax rates.
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Table3
Total and Incremental Assessed Valuation for Last FiveFiscal Years

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
Roll 2010-11 2011-12 2012-13 2013-14 2014-15

Secured
- Land 481,396,562 483,110,727 491,005,114 519,046,026 536,374,014
- Improvements 843,289,014 842,449,466 876,192,832 933,441,151 998,590,725
- Persona Property 13,573,992 12,269,125 13,058,875 8,243,752 9,883,225
- Exemptions -94,416,494 -95,093,178 -91,513,518 -91,712,033 -89,257,081
Secured Tota 1,243,843,074 1,242,736,140 1,288,743,303  1,369,018,896  1,455,590,883
Unsecured
-Land 623,500 1,710,000 663,500 578,510 879,336
- Improvements 101,070,327 109,104,473 98,655,994 105,693,748 145,570,296
- Personal Property 79,433,134 97,058,446 79,242,642 78,105,493 98,736,137
- Exemptions -56,454,469 -75,081,193 -63,881,638 -68,357,143 -66,922,342
Unsecured Total 124,672,492 132,791,726 114,680,498 116,020,608 178,263,427
Utility
- Land 0 0 0 0 0
- Improvements 761 946 954 940 892
- Personal Property 0 0 0 0 0
- Exemptions 0 0 0 0 0
Utility Tota 761 946 954 940 892
Totds: 1,368,516,327 1,375,528,812 1,403,424,755 1,485,040,444  1,633,855,202
Percent Change -0.88% 0.51% 2.03% 5.82% 10.02%
Plus: HOPTR AV * 3,403,400 3,364,200 3,357,200 3,406,200 3,406,200
LessBase AV: 109,788,272 109,788,272 109,788,272 109,788,272 109,788,272
Incremental AV: 1,262,131,455 1,269,104,740  1,296,993,683 1,378,658,372  1,527,473,130

*  The Homeowner's Property Tax Relief exemption, reimbursed by the state.
Sources. Urban Analytics; County of San Mateo, the Successor Agency.

The secured roll accounted for 89% of the total valuation in the Project Areas in Fiscal Year
2014-15, with the unsecured roll comprising 11%. Non-unitary utility roll valuation accounted for a
minimal amount of the Project Areas valuation (the unitary utility roll is based on countywide
assessments and is not reported by project area).

Major Property Owners

The ten largest assessees in the Project Areas are shown in Table 4 for Fiscal Year 2014-15. The
table includes the total valuations for the top twenty property owners and the total valuations for the area
as a whole (valuations include deductions for homeowner's exemptions). The percentage of total
valuation accounted for by each owner is calculated by dividing the owner’s valuation into the total
valuation for the Project Areas.

Sobrato Interests owns three office buildings on Bridgepointe Parkway in the Shoreline Project
Area, while DW Bridgepointe LLC owns a shopping center and other commercial properties on
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Bridgepointe Parkway also in the Shoreline Project Area. Equity Office Properties owns four parcels on
Mariners Isand Boulevard and a fifth parcel on Baker Way, al in the Shoreline Project Area. Sobrato
Companies is the owner of the Bridgepointe Apartments on Bridgepointe Parkway in the Shoreline
Project Area, while CREF, Century Center Investors and Bridgepointe Office Park Associates own office
buildings on Mariners Island Boulevard and Fashion Island Boulevard in the Shoreline Project Area.
Sony Computer Entertainment is a lessor in one of the office buildings on Bridgepointe Parkway owned
by Sobrato Interests. Park Village Associates owns a retail building on 4th Avenue in the Downtown
Project Area, and Heart of San Mateo LLC owns severa commercial retail buildings on 3rd and 4th
Avenues, aso in the Downtown Project Area.

As noted below under “Assessment Appeals’, a property owned by CREF 777 LLC has a
pending assessment appeal.

The ten largest property owners in the Project Areas for Fiscal Year 2014-15 are shown in the
following table.

Table4
Largest Property Ownersin the Project Areas, Fiscal Year 2014-15

Secured and % of Project Principal
Property Owner Utility Unsecured Total Total Area Land Use
Sobrato Interests |11 Lessee $ 154,644,275 $ - $154,644,275 9.46%  Shoreline Office
DW Bridgepointe LLC et a * 98,299,639 - 98,299,639 6.02 Shoreline Shopping
Center
Equity Office Properties * 96,178,493 -- 96,178,493 5.89 Shoreline Office
Sobrato Companies 74,272,947 -- 74,272,947 455 Shoreline Apartments
CREF 777 LLC 66,989,505 - 66,989,505 4.10 Shoreline Office
Century Centre Investors LLC 64,307,539 - 64,307,539 3.94 Shoreline Office
Sony Computer - 51,813,829 51,813,829 317 Shoreline Business
Entertainment Property
Park Village Assoc LLC 33,000,000 - 33,000,000 2.02 Shoreline Shopping
Center
Bridgepointe Office Park 29,263,455 -- 29,263,455 1.79 Shoreline Office
Associates
Heart of San Mateo LLC 26,846,406 -- 26,846,406 164 Downtown  Retail
Total, Top Ten: $ 643,802,259 $51,813,829  $695,616,088 42.58
Total, Top Twenty: 823,652,665 51,813,829 875,466,494 53.58
Totals for the Area: $1,455,591,775 $178,263,427 $1,633,855,202 100.00%

*  Owner has appeals pending.
Source: San Mateo County Office of the Assessor, Urban Analytics.

Assessment Appeals

Appeals of assessments by property owners in the project area can result in reductions in assessed
valuations that could potentialy affect the Successor Agency. Reductions in prior-year assessed
valuations do not currently affect the Successor Agency’s allocation of regular tax increment revenue due
to the County Auditor-Controller’s practice of deducting taxpayer refunds from supplemental revenue
payments to the Successor Agency and not from the regular tax increment apportionment. However, as
described below, the Assessor can reduce annual assessed valuations on specific properties, which can
affect the Successor Agency.
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The most common type of appeal filed is known as a Proposition 8 appeal, in which the property
owner seeks a reduction in a particular year’s assessment based on the current economic value of the
property. The assessor may also adjust valuations based on Proposition 8 criteria.  Reductions in
valuation made under Proposition 8 are temporary, with valuations restored to their full assessments once
the economic reason for the reduction no longer applies.  Such reductions can affect the Successor
Agency’ s tax increment while they are in effect.

Property owners may also appea the Proposition 13 base assessment of a property. Although
less frequently filed, such appeals, if successful, can permanently reduce the enrolled valuation of a
property and consequently affect the Successor Agency’s annua revenue.

As noted, the County Auditor-Controller’s office applies tax refunds due to successful property
tax appeas to the Successor Agency’ stotal tax increment, including supplemental assessments.

Assessment appeals can result in reductions of assessed valuations that can affect the Successor
Agency’ stax increment revenue. Based on information provided by the County Assessor’s office on June
18, 2015 for appeals filed through Fiscal Y ear 2014-15, there is one appeal pending in the Project Areas,
as shown in Table 5 below and in Table 3 of the Fiscal Consultant’s Report. The amount of assessed
valuation in dispute (the original County valuation less the applicant's opinion of value) for this pending
appeal is $3.6 million. The disputed amounts will be resolved in the appeal's process and some portion of
this amount may be adjusted. To provide some indication of the proportion of valuation upheld on
appeal, Table 5 below and in Table 3 of the Fiscal Consultant’s Report provides information on resolved
appeals filed in previous years in the Project Areas. Overall, the 232 appeals settled in the Project Areas
during the Fiscal Year 2005-06 to Fiscal Year 2014-15 period resulted in reductions in valuation of
$148.1 million out of $2.67 billion in enrolled valuation subject to appeals, or approximately 6%. The
overall retention rate has thus been approximately 94% of the original valuation.

An indicator of the potential exposure of Successor Agency tax increment revenue to appeals —
were the County Auditor-Controller either to change its policy of deducting appeal-related tax refunds
solely from supplemental revenue and not from regular tax increment or were the Assessor to continue
Proposition 8 reductions on future rolls for properties granted prior-year reductions — may be seen by
applying the retention rate to the amount of valuation in dispute in the pending appeal .

Applying the 94% retention rate for resolved appeals to the $44.7 million in total valuation for the
parcel with an appeal pending indicates a potentia valuation reduction of $2.5 million or approximately
$25,000 in tax revenue. As thisincludes a property with appeals in multiple years it does not necessarily
indicate an equivalent reduction in future revenue.  If the full amount of disputed valuation were granted,
the reduction in valuation would be $3.6 million or approximately $36,000 in tax revenue; this also
includes a multi-year appeal and does not necessarily indicate an equivalent reduction in future revenue.
As noted below under “Projected Tax Revenues and Debt Service Coverage” and in APPENDIX C —
“FISCAL CONSULTANT’'S REPORT” under the captions “Tax Increment Revenue Estimates’ and
“Tax Increment Projection,” no assumptions are made regarding any potential future appea-related
adjustments to valuation of the Project Areas in the projections prepared for this Official Statement and
the Fiscal Consultant’s Report.

No assumptions are made regarding any potential future appeal-related adjustments to Project

Areas valuation in the projections prepared and included in the Fiscal Consultant’s Report attached as
Appendix C.
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Table5
Assessment Appealsin the Project Areas

Number
of Applicant Opinion  Valuation After Retention
Roll Year Status Appeals County Valuation of Value Appeal Rate
2014-15 Resolved 17 $ 137,918,277 $ 71,501,974 $ 137,396,792 100%
2014-15 Pending 1 44,689,505 41,100,000 - TBD
2013-14 Resolved 26 256,948,482 193,967,032 256,448,334 100%
2013-14 Pending - - - - -
2012-13 Resolved 24 347,284,189 252,463,000 343,288,001 99%
2012-13 Pending - - - - -
2011-12 Resolved 43 460,234,222 316,826,068 415,379,558 90%
2011-12 Pending - - - - -
2010-11 Resolved 31 344,133,874 224,474,000 307,917,425 89%
2010-11 Pending - - - - -
2009-10 Resolved 18 148,643,339 103,484,815 131,316,705 88%
2009-10 Pending - - - - -
2008-09 Resolved 21 227,414,267 188,738,846 217,903,067 96%
2008-09 Pending - - - - -
2007-08 Resolved 10 120,826,587 97,241,000 112,526,587 93%
2007-08 Pending - - - - -
2006-07 Resolved 19 345,188,900 267,084,891 330,602,441 96%
2006-07 Pending - - - - -
2005-06 Resolved 23 284,505,532 174,311,499 272,243,509 96%
2005-06 Pending - - - - -
All Years Resolved 232 2,673,097,669 1,890,093,125 2,525,022,419 94%
All Years Pending 1 $ 44,689,505 41,100,000 TBD TBD

* Retention Rate is the proportion of value retained after resolution of an appeal. Therateis calculated by dividing
the 'Valuation After Appeal’ into the 'County Valuation'. For withdrawn and denied appeals, the 'Valuation After
Appea' isthe original County valuation.

Datais current as of June 18, 2015.

Sources. San Mateo County Assessor; Urban Analytics.

The Fiscal Consultant’s Report attached as Appendix C reviews, as one indicator of the potential
exposure of tax increment revenue to appeals, a retention rate to the amount of valuation in dispute in the
one currently pending appeal. See APPENDIX C —“FISCAL CONSULTANT’'S REPORT.” Applying
the 94% retention rate for resolved appeals to the $44.7 million in total valuation for the parcel with an
appeal pending indicates a potential valuation reduction of $2.5 million or approximately $25,000 in tax
revenue (with the notation that this includes properties with appeals in multiple years and does not
necessarily indicate an equivalent reduction in future revenue).

As described in the Fiscal Consultant’s Report, there is a single pending appeal filed by a large
property owner in the Project Areas, as shown in Table 6 below and shown on Table 4 of the Fisca
Consultant’s Report. CREF 777 LLC has an appea pending on a commercia property in the Shoreline
Project Area. Previoudly, a Fiscal Year 2013-14 appeal on the same property was resolved with no
change in valuation. DW Bridgepointe LLC, owner of a shopping center and commercia buildingsin the
Shoreline Project Area, SKP-San Mateo Baycenter LLC (owned by Equity Office Properties) and Sobrato
Interests have had reductions in valuation on appeals filed in prior years, while the appeals filed by these
ownersin the past two (for DW Bridgepointe) or three years have not resulted in changes in valuation.
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Table6

Assessment Appeals by Large Ownersin the Project Areas

Applicant

Roll County Opinion of Valuation

Y ear Owner Name Status Valuation Value After Appeal
2014-15 CREF777LLC 1 Pending $ 44,689,505 $41,100,000 TBD
2014-15 DW Bridgepointe LLC et & 11 Resolved 101,270,936 50,649,816  $101,270,936
2013-14 CREF777LLC 1 Resolved 22,300,000 21,000,000 22,300,000
2013-14 DW Bridgepointe LLC et & 11 Resolved 100,813,268 76,024,856 100,813,268
2013-14 SPK-San Mateo Baycenter LLC 5 Resolved 95,743,821 71,140,000 95,743,821
2012-13 DW Bridgepointe LLC et & 11 Resolved 98,836,556 49,165,000 95,548,357
2012-13 Sobrato Interests 111 Lessee 3 Resolved 143,800,000 115,900,000 143,800,000
2012-13 SPK-San Mateo Baycenter LLC 5 Resolved 77,687,198 71,140,000 77,687,198
2011-12 DW Bridgepointe LLC et & 21 Resolved 190,954,196 127,915,000 181,898,606
2011-12 Sobrato Interests 11 Lessee 3 Resolved 130,500,000 85,300,000 121,100,000
2011-12 SPK-San Mateo Baycenter LLC 5 Resolved 72,326,712 57,700,000 70,326,712
2010-11 DW Bridgepointe LLC et & 11 Resolved 96,174,433 62,910,000 84,821,770
2010-11 Heart of San Mateo LLC 3 Resolved 9,228,077 4,400,000 5,700,000
2010-11 Sobrato Interests 111 Lessee 3 Resolved 130,500,000 85,300,000 117,500,000
2010-11 SPK-San Mateo Baycenter LLC 5 Resolved 71,400,000 58,000,000 64,700,000

Data obtained from the San Mateo County Assessor as of June 18, 2015.
Sources. San Mateo County Assessor; Urban Analytics.

The Successor Agency is unable to predict the outcome of current or future assessment appeals.
As noted above and in the Fiscal Consultant’s Report, if the full amount of disputed valuation were
granted, the reduction in valuation would be $56.2 million or approximately $562,000 in tax revenue,
which amount includes multi-year appeals and does not necessarily indicate an equivalent reduction in
future revenue. No assumptions are made in this Official Statement or in the Fiscal Consultant’s Report
regarding any potential future appeal-related adjustments to valuation of the Project Areas. If any such
appeals are successful to the degree that the amount of Tax Revenues is materially reduced, such aresult
would have amaterial adverse effect on the owners of the 2015 Bonds. See “ SPECIAL RISK FACTORS
— Assessment Appeals.”

Property Tax Collection Procedures

Classifications. In California, property that is subject to ad valorem taxes is classified as
“secured” or “unsecured.” The secured classification includes property on which any property tax levied
by a county becomes a lien on that property. Every tax that becomes a lien on secured property has
priority over all other liens arising pursuant to State law on the secured property, regardless of the time of
the creation of the other liens. A tax levied on unsecured property does not become a lien against the
taxed unsecured property, but may become alien on certain other property owned by the taxpayer.

Generally, ad valorem taxes are collected by a county (the “Taxing Authority”) for the benefit of
the various entities (e.g. cities, schools districts and specia districts) that share in the ad valorem tax with
the county (each a “taxing entity”) and redevelopment agencies eligible to receive tax increment
revenues.

Collections. The method of collecting delinquent taxes is substantially different for the two
classifications of property.
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The Taxing Authority has three ways of collecting unsecured personal 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; and (3) seizure and sale of personal property, improvements or possessory
interests belonging or assessed to the assessee.

The exclusive means of enforcing the payment of delinquent taxes in respect of property on the
secured roll is the sale of the property securing the taxes to the State for the amount of taxes that are
delinquent.

Penalty. A 10% penalty is added to delinquent taxes that have been levied with respect to
property on the secured roll. In addition, on or about June 30 of each fiscal year, property on the secured
roll on which taxes are delinquent is declared in default by operation of law and declaration of the tax
collector. Such property may thereafter be redeemed by payment of the delinquent taxes and a
delinquency penalty, plus a redemption premium of 1 and 1/2% per month to the time of redemption. If
taxes are unpaid for a period of five years or more, the property is subject to sale by the county tax
collector. A 10% penalty also applies to delinquent taxes on property on the unsecured roll, and an
additional penalty of 1.5% per month accrues with respect to such taxes beginning on varying dates based
on the tax bill mailing date. It isthe County’s practice to retain all such penalties and interest.

Delinquencies. The valuation of property is determined as of the January 1 lien date as equalized
in August of each year, and equal installments of taxes levied upon secured property become delinquent
on the following December 10 and April 10. Taxes on unsecured property are due March 1 and become
delinquent August 31.

As of November 9, 2014, the delinquency rate on Fiscal Year 2013-14 secured property taxesin
the Project Areas was 0.1%. For Fiscal Year 2012-13 secured property taxes the delinquency rate had
also been 0.1% on November 3, 2013 while Fisca Year 2011-12 secured property taxes posted a
delinquency rate of 0.2% as of September 24, 2012. The Successor Agency’s tax increments are paid
under the Teeter Plan and are consequently not affected by tax delinquencies.

Teeter Plan. The Board of Supervisors of the County, on October 12, 1993, adopted the
Alternative Method of Distribution of Tax Levies and Collections and of Tax Sale Proceeds (the “ Teeter
Plan™), as provided for in Section 4701 et seg. of the California Revenue and Taxation Code. Generally,
the Teeter Plan provides for a tax distribution procedure in which secured roll taxes are distributed to
taxing agencies within the County on the basis of the tax levy, rather than on the basis of actual tax
collections. The County then receives all future delinquent tax payments, penalties and interest. Pursuant
to the Teeter Plan, the County establishes a tax losses reserve fund and a tax resources account and each
entity levying or entitled to receipt of property taxes in the County may draw on the amount of
uncollected taxes and assessments credited to that entity’s fund, in the same manner as if the amount
credited had been collected.

The County is responsible for determining the amount of the tax levy on each parcel which is
entered onto the secured real property tax roll. Upon completion of the secured real property tax roll, the
County’s Auditor-Controller determines the total amount of taxes and assessments actually extended on
the roll for each fund for which a tax levy has been included, and apportions 100% of the tax and
assessment levies to that fund’s credit. Such moneys may thereafter be drawn against by the taxing
agency in the same manner as if the amount credited had been collected. The County determines which
moneys in the County treasury (including those credited to the tax losses reserve fund) will be available to
be drawn on to the extent of the amount of uncollected taxes credited to each fund for which alevy has
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been included. When amounts are received on the secured tax roll for the current year, or for redemption
of tax defaulted property, Teeter Plan moneys are distributed to the apportioned tax resources accounts.

So long as the Teeter Plan isin place, the Successor Agency is expected to be credited with 100%
of its annual apportionment of tax increment allocable to the secured roll, regardless of any delinquencies
in payment of secured taxes. However, the Board of Supervisors of the County may discontinue the
Teeter Plan at any time and there is no assurance that the County will continue to maintain the Teeter
Plan.

Supplemental Assessments. Senate Bill 813 (Chapter 498, Statutes of 1983) provides for the
supplemental assessment and taxation of property upon the occurrence of a change in ownership or
completion of new construction. Collection of taxes based on supplemental assessments will occur
throughout the year. Previoudly, statutes enabled the assessment of such changes only as of the next tax
lien date following the change and thus delayed the realization of increased property taxes from the new
assessments. Chapter 498 provided increased revenue to redevelopment agencies to the extent that
supplemental assessments as a result of new construction or changes of ownership occur within the
boundaries of redevelopment projects subsequent to the January 1 lien date. To the extent such
supplemental assessments occur within the Project Areas, Tax Revenues may increase.

Financial Limitations

Plan Limits. The Successor Agency cannot receive tax increment or repay indebtedness beyond
certain dates, shown in Table 7 below. Under redevelopment law, all pre-1994 plans (including those for
the Project Areas) were assigned atime limit on redevel opment plan activities (a plan termination date) of
forty years after the adoption date of the plan. The Successor Agency is permitted to collect tax
increment to repay indebtedness for an additional ten years after the plan termination date. The last date
on which tax increment may be collected in each project areais July 8, 2034.

The two Project Areas account for different proportions of the Project Areas tax increment, as
shown in Table 7 below. The volatility ratio, the proportion of total assessed valuation accounted for by
the base year valuation, reflects the degree of exposure of tax increment to changes in total valuation. A
high volatility ratio indicates that a small percentage change in overall assessed valuation would cause a
disproportionately large percentage change in tax increment, while a low volatility ratio suggests that a
percentage change in overall assessed valuation would cause a similar percentage change in tax
increment. Long-established redevelopment areas such as the Project Areas generally have a low
volatility ratio as assessed valuation grows in relation to the base year valuation, while newly-formed
redevelopment areas tend to have a high volatility ratio as their total assessed valuation remains close to
the base year valuation.
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Table7
The Project Areas

Tax Tax
Last Dateto  Increment Increment
Project Date of Ordinance Repay Limit AsPercent  Volatility
Area Adoption Number Indebtedness  (Millions) Acreage of Total Ratio
Downtown 7/8/1981 25 7/8/2034 $500 166 42.1% 0.12
Shoreline 7/8/1981 24 7/8/2034 $300 703 57.9 0.03
Total 869 100.0% 0.12

Note: The Successor Agency has extended by three years the Termination of Plan Activities and the Last Date to
Repay Indebtedness as permitted by California Health and Safety Code Section 33333 (C) and (D); dates
reflect this extension. The volatility ratio is calculated by dividing the base year assessed valuation by the
current year assessed valuation.

Sources. The Successor Agency, Urban Analytics.

Tax Increment Caps. Under the provisions of the redevelopment plan and redevelopment law in
effect prior to January 1, 1994, redevelopment project areas generally contained a tax increment cap, or a
limitation on the total amount of tax increment that may be collected within that redevel opment project
areaover the area slife. Asshownin Table 7 above, each of the Project Areas has atax increment cap.

The tax increment cap is incorporated into the projections used in preparing the Fiscal
Consultant’s Report. Tax increment collected to date was estimated based on Successor Agency records
and current-year tax increment. Annual tax increment is added to this figure to obtain a cumulative total
of tax increment collected throughout the life of the redevelopment plan. The Shoreline Project Areais
expected to reach its tax increment cap in Fiscal Year 2031-32 prior to reaching its Fiscal Year 2033-34
plan limit on tax increment receipts under the two percent growth assumption used in projecting tax
increment for the Fiscal Consultant’s Report. Under a moderately high rate of five percent annual
assessed valuation growth, the Shoreline Project Areais expected to reach its tax increment cap by Fiscal
Year 2028-29 while under a high rate of eight percent annual assessed valuation growth the Shoreline
Project Area is expected to reach its cap by Fiscal Year 2026-27. The Downtown Project Area is not
expected to reach its tax increment cap prior to its Fisca Year 2033-34 plan limit under either a
moderately high or high rate of growth in assessed valuation.

Qualifying ERAF payments have been deducted from the revenues that count against the tax
increment cap, as permitted under redevel opment law and described further under Plan Limits, below.

The DOF has indicated that it considers that tax increment caps not reached prior to the
dissolution of redevelopment agencies in 2012 should not be used to prevent payment of enforceable
obligations, and that they advise county auditor-controllers to not apply tax increment capsin cases where
doing so would prevent payment of enforceable obligations. In addition, in connection with the 2016
Proposed Budget, the Department of Finance published proposed budget trailer bill language, which was
revised in March 2015, addressing the redevelopment agency dissolution process. The proposed
legislation provides that solely for the purpose of approved enforceable obligations, redevelopment plan
time limits and tax increment caps do not apply. It is not clear whether the DOF's advice will be
followed by county auditor-controllers or that it would withstand legal challenge, or that the Governor’'s
proposed legidation will become law. For the purposes of the Fiscal Consultant’s Report it is assumed
that tax increment caps will remain in effect.
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Projected Tax Revenues and Debt Service Coverage

The Successor Agency has retained Urban Analytics, LLC, San Francisco, California to provide
projections of taxable valuation and Tax Revenues from developments in the Project Areas. Tax
increment is projected over the duration of the plansin the Project Areas, as shown in Table 8 set forth in
APPENDIX C—*“FISCAL CONSULTANT'S REPORT.”

Tax increment is projected over the duration of the plans in the Project Areas, as shown in Table
8 to the Fiscal Consultant’s Report, and Table 8 below. Debt service from the Prior Tax-Exempt Bondsis
shown for Fiscal Year 2014-15, but will be refunded by the 2015 Bonds in 2015-16, and debt service on
the 2007 Bonds is shown as a senior obligation to the 2015 Bonds. See APPENDIX C — “FISCAL
CONSULTANT'S REPORT” under the captions “Tax Increment Revenue Estimates’ and “Tax
Increment Projection.” The projection incorporates the Proposition 13 adjustment of 2% for real property
from Fiscal Year 2015-16 forward. The projection does not take into consideration any changes in
assessed valuation due to new construction, property sales, Proposition 8 reductions, assessment appeals
or other factors. The actual growth rate may be less than the projected rate in the Project Areas. Secured
personal property and unsecured val uations are assumed to remain constant throughout.

Table 8
Tax Increment Projection*
2015
Available Bonds
County Senior Debt Senior Debt Tax 2015 Bonds Debt

Fiscal Gross Tax Administration Service Service I ncrement Debt Service

Year I ncrement Fee (2007 Bonds)® (2005 Bonds)Y®@ (RPTTF) Service®  Coverage
2014-15 $ 15,427,268 $ 203,675 $ 3,807,589 $2,953,569 $ 8,462,435 $ -- --
2015-16 15,717,091 207,501 3,812,124 -- 11,697,466 2,745,032 4.3x
2016-17 16,012,710 211,404 3,810,124 -- 11,991,182 2,744,696 4.4x
2017-18 16,314,242 215,385 3,810,186 -- 12,288,671 2,750,284 4.5x
2018-19 16,621,804 219,445 3,813,043 -- 12,589,317 2,740,120 4.6x
2019-20 16,935,518 223,587 3,808,043 -- 12,903,889 2,738,365 4.7x
2020-21 17,255,505 227,811 3,808,643 -- 13,219,052 2,746,240 4.8x
2021-22 17,581,893 232,120 3,811,338 -- 13,538,436 2,742,950 4.9x
2022-23 17,914,808 236,516 3,807,894 -- 13,870,398 2,739,550 5.1x
2023-24 18,254,382 240,999 3,804,088 -- 14,209,296 2,739,350 5.2x
2024-25 18,600,747 245,572 3,810,338 -- 14,544,838 2,742,150 5.3x
2025-26 18,954,039 250,236 -- -- 18,703,803 5,147,750 3.6x
2026-27 19,314,397 254,993 -- -- 19,059,404 5,141,750 3.7x
2027-28 19,681,963 259,846 -- -- 19,422,117 4,326,500 4.5x
2028-29 20,056,879 264,796 -- -- 19,792,083 4,327,000 4.6x
2029-30 20,439,294 269,845 -- -- 20,169,449 4,324,000 4.7x
2030-31 20,829,358 274,994 -- -- 20,554,364 4,327,250 4.7x
2031-32 8,750,336 115,524 -- -- 8,634,812 4,326,000 2.0x
2032-33 8,789,231 116,038 -- -- 8,673,193 -- --
2033-34 8,966,689 118,380 -- -- 8,848,309 -- --
2034-35 -- -- -- -- -- -- --

Tota $332,418,154 $4,388,667 $41,903,406 $2,953,569 $283,172,512  $59,348,987

*  Preliminary, subject to change.
@) Represent debt service that will be funded with property tax distributions occurring within each Fiscal Y ear.
(@) Refunded by 2015 Bonds.
Source: Urban Analytics.



The projections reflect the existing redevel opment plan limitations for the Project Areas described
under the caption “THE PROJECT AREAS’ over the life of the Project Areas, incorporate the Successor
Agency’s obligations toward other taxing jurisdictions and project assessed valuation at a two percent
growth rate through the maturity of the 2015 Bonds. No assumptions are made regarding potential future
appeal-related adjustments to valuation of the Project Areas in the projections; and no payments are
assumed to be payable under the single Section 33401 fiscal agreement that the Successor Agency has
with the San Mateo-Foster City School District. Payments made under the AB 1290 statutory provisions
are deemed subordinate to the 2015 Bonds. See “SECURITY AND SOURCES OF PAYMENT FOR
THE 2015 BONDS - Pledge of Tax Revenues.”

The Successor Agency believes that the assumptions above, and as set forth in Table 8 to the
Fisca Consultant’s Report and its footnotes, upon which these projections are based are reasonable;
however, some assumptions may not materialize and unanticipated events and circumstances may occur.
Therefore, the actual Tax Revenues received during the forecast period may vary from the projections and
the variations may be material. A summary of the projected total taxable valuation and Tax Revenues for
both Project Areas is set forth under the captions “THE PROJECT AREAS — Tax Increment Revenues’
and “- Projected Tax Revenues and Debt Service Coverage” and in APPENDIX C — “FISCAL
CONSULTANT'S REPORT” under the captions “Tax Increment Revenue Estimates’ and “Tax
Increment Projection.”

LIMITATIONSON TAX REVENUES
Property Tax and Spending Limitations

Article XIIIA of the California Constitution. Section 1(a) of Article XIIIA of the California
Consgtitution limits the maximum ad valorem tax on real property to one percent of full cash value, to be
collected by the counties and apportioned according to law. Section 2 of Article X111A defines “full cash
value” to mean “the county assessor’s valuation of real property as shown on the 1975/76 tax bill under
full cash value or, thereafter, the appraised value of rea property when purchased, newly constructed, or a
change in ownership has occurred after the 1975 assessment.” The full cash value may be adjusted
annually to reflect inflation at a rate not to exceed 2% per year, or reduction in the consumer price index
or comparable data for the area under taxing jurisdiction or reduced in the event of declining property
value caused by substantial damage, destruction or other factors. Legislation enacted by the California
Legidature to implement Article X1I1A provides that notwithstanding any other law, local agencies may
not levy any ad valorem property tax except to pay debt service on indebtedness approved by the voters
as described above.

In the genera eections of 1986, 1988, and 1990, the voters of the State approved various
measures which further amended Article XIIIA. One such amendment generally provides that the
purchase or transfer of (i) rea property between spouses or (ii) the principa residence and the first
$1,000,000 of the full cash value of other real property between parents and children, do not constitute a
“purchase” or “change of ownership” triggering reassessment under Article XI11A. This amendment will
reduce the tax increment of the Successor Agency. Other amendments permitted the Legidature to allow
persons over 55 who sell their residence and on or after November 5, 1986, 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, and permitted the Legislature to authorize each county under certain circumstances to
adopt an ordinance making such transfers or assessed value applicable to situations in which the
replacement dwelling purchased or constructed after November 8, 1988, is located within that county and
the original property islocated in another county within California.
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In the June 1990 election, the voters of the State approved additional amendments to Article
XIIA permitting the State Legislature to extend the replacement dwelling provisions applicable to
persons over 55 to severely disabled homeowners for replacement dwellings purchased or newly
constructed on or after June 5, 1990, and to exclude from the definition of “new construction” triggering
reassessment improvements to certain dwellings for the purpose of making the dwelling more accessible
to severely disabled persons. In the November 1990 election, the voters approved the amendment of
Article XI11A to permit the State Legislature to exclude from the definition of “new construction” seismic
retrofitting improvements or improvements utilizing earthquake hazard mitigation technologies
constructed or installed in existing buildings after November 6, 1990.

Both the Cdifornia Supreme Court and the United States Supreme Court have upheld the
constitutionality of Article XII1A.

Article XI11B of the California Constitution. On November 6, 1979, California voters approved
Proposition 4, the Gann Initiative, which added Article XIIIB to the Caifornia Constitution. The
principal effect of Article XIIIB is to limit the annual appropriations of the State and any city, county,
school digtrict, authority or other political subdivision of the State to the level of appropriations for the
prior fiscal year, as adjusted for changes in the cost of living, population and services rendered by the
government entity.

Appropriations subject to Article XIIIB include generdly the proceeds of taxes levied by the
State or other entity of local government, exclusive of certain State subventions, refunds of taxes, benefit
payments from retirement, unemployment insurance and disability insurance funds.

Effective September 30, 1980, the California Legidature added Section 33678 to the Law which
provides that the allocation of taxes to a redevelopment agency for the purpose of paying principal of, or
interest on, loans, advances, or indebtedness will not be deemed the receipt by the agency of proceeds of
taxes levied by or on behalf of the agency within the meaning of Article X111B or any statutory provision
enacted in implementation thereof, including Section 33678 of the Law. The congtitutionality of Section
33678 has been upheld by the Second and Fourth District Courts of Appeal in two decisions. Bell
Community Redevelopment Agency v. Woosely and Brown v. Community Redevelopment Agency of the
City of Santa Ana. On the basis of these decisions, the Successor Agency has not adopted an
appropriations limit.

Proposition 218. On November 5, 1996, the voters of the State approved Proposition 218, the
“Right to Vote on Taxes Act.” Proposition 218 added Articles XI11C and XI11D to the State Constitution,
which contain a number of provisions affecting the ability of the public agencies to levy and collect both
existing and future taxes, assessments, fees and charges.

Article XI11C removes limitations on the initiative power in matters of local taxes, special taxes,
assessments, fees and charges. While the matter is not free from doubt, it islikely that a court would hold
that the initiative power cannot be used to reduce or repeal the levy of property taxes or to materialy
affect the collection and pledge of Tax Revenues.

The interpretation and application of the initiative provisions of Proposition 218 will ultimately
be determined by the courts with respect to a number of the matters discussed above, and while it is not
possible at this time to predict with certainly the outcome of such determination, the Successor Agency
does not believe that Proposition 218 will materially affect its ability to pay the principal of or interest on
the 2015 Bonds.
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Implementing L egidation

Legidation enacted by the California Legidature to implement Article XI11A provides that all
taxable property is shown at full assessed value as described above. In conformity with this procedure, all
taxable property value included in this Officia Statement and in the Fiscal Consultant’ s Report appearing
in Appendix C is shown at 100% of assessed value and all generd tax rates reflect the $1.00 per $100 of
taxable value.

Future assessed valuation growth allowed under Article XIIIA (new construction, change of
ownership, 2% annual value growth) will be alocated on the basis of “situs’ among the jurisdictions that
serve the tax rate area within which the growth occurs. Loca agencies and school districts will share the
growth of “base” revenue from the tax rate area. Each year’s growth allocation becomes part of each
agency's alocation in the following year. The Successor Agency is not able to predict the nature or
magnitude of future revenue sources which may be provided by the State to replace lost property tax
revenues. Article XII1A effectively prohibits the levying of any other ad valorem property tax above the
1% limit except for taxes to support indebtedness approved by the voters as described above.

Redevelopment Plan Limits

The Project Areas are subject to certain dates for the termination of the Redevelopment Plan or
the deadline for the receipt of tax increment for the repayment of debt that may be relevant to the payment
of debt service on the 2015 Bonds. The expiration date of the Redevelopment Plan is as described under
the caption “THE PROJECT AREAS — Financial Limitations.” For purposes of the projections in this
Officia Statement (with respect to debt service coverage) and in the Fiscal Consultant’s Report appearing
in Appendix C, it is assumed that all Redevelopment Plan limits will be enforced.

There is a question on the applicability of tax increment limits as to time and amounts established
under redevelopment plans after the adoption of AB 26 and AB 1484. In connection with the 2016
Proposed Budget, the Department of Finance published proposed budget trailer bill language, which was
revised in March 2015, addressing the redevelopment agency dissolution process. The proposed
legidlation provides that solely for the purpose of approved enforceable obligations, redevel opment plan
time limits and tax increment caps do not apply. The terms of the budget trailer bill have not yet been
approved by the Governor or enacted into law. Likewise, the DOF, in a letter dated April 2, 2014, has
expressed its view to certain successor agencies that tax increment limits are no longer applicable.
However, currently, such matters remain subject to further guidance from the DOF, legidation and
interpretation by the courts. If the cumulative tax increment limit is deemed to no longer be applicable,
covenants with respect to such limitations under the Indenture will be terminated as inapplicable.

If the plan limits are enforced, Tax Revenues will be limited. The Shoreline Project Area is
expected to reach its tax increment cap in Fiscal Year 2031-32 prior to reaching its Fiscal Year 2033-34
plan limit on tax increment receipts under the two percent growth assumption used in projecting tax
increment for the Fiscal Consultant’s Report attached as Appendix C. Under a moderately high rate of
five percent annual assessed valuation growth, the Shoreline Project Area is expected to reach its tax
increment cap by Fiscal Year 2028-29 while under a high rate of eight percent annual assessed valuation
growth the Shoreline Project Area is expected to reach its cap by Fiscal Year 2026-27. The Downtown
Project Area is not expected to reach its tax increment cap prior to its Fiscal Year 2033-34 plan limit
under either amoderately high or high rate of growth in assessed valuation.

See “SPECIAL RISK FACTORS — State Budget” for a discussion of the Governor’s proposal to
eliminate plan limits.
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Unitary Property

Assembly Bill 2890 (Statutes of 1986, Chapter 1457), which added Section 98.9 to the California
Revenue and Taxation Code, provided that, commencing with the Fiscal Year 1988-89, assessed value
derived from State-assessed unitary property (consisting mostly of operational property owned by utility
companies) was to be allocated county-wide as follows: (i) each tax rate area will receive the same
amount from each assessed utility received in the previous fiscal year unless the applicable county-wide
values are insufficient to do so, in which case values will be allocated to each tax rate area on a pro rata
basis; and (ii) if values to be alocated are greater than in the previous fiscal year, each tax rate area will
receive a pro rata share of the increase from each assessed utility according to a specified formula.
Additionally, the lien date on State-assessed property was changed from March 1 to January 1.

Assembly Bill 454 (Statutes of 1987, Chapter 921) further modified the distribution of tax
revenues derived from property assessed by the State Board of Equalization. Chapter 921 provided for
the consolidation of all State-assessed property, except for regulated railroad property, into a single tax
rate area in each county. Chapter 921 further provided for a new method of establishing tax rates on
State-assessed property and distribution of property tax revenues derived from State-assessed property to
taxing jurisdictions within each county as follows. for revenues generated from the 1% tax rate, each
jurisdiction, including redevelopment project areas, will receive a percentage up to 102% of its prior year
State-assessed unitary revenue; and if county-wide revenues generated for unitary property are greater
than 102% of the previous year’s unitary revenues, each jurisdiction will receive a percentage share of the
excess unitary revenue generated from the application of the debt service tax rate to county-wide unitary
taxable value, further, each jurisdiction will receive a percentage share of revenue based on the
jurisdiction’s annual debt service requirements and the percentage of property taxes received by each
jurisdiction from unitary property taxes in accordance with a new formula. Railroads will continue to be
assessed and revenues allocated to al tax rate areas where railroad property is sited.

The intent of Chapters 1457 and 921 was to provide redevelopment agencies with their
appropriate share of revenue generated from the property assessed by the State Board of Equalization.

The Successor Agency has projected the amount of unitary revenues to be allocated for Fiscal
Year 2014-15 within the Project Areas. Unitary revenue is reported to the Successor Agency on an
agency-wide basis, and the Project Areas are estimated to receive approximately $148,000 in unitary
revenue annually from the one percent levy. The State Board of Equalization separately assesses railroad,
pipeline and other utility properties with tax revenue apportioned through the local apportionment
process. The Successor Agency receives less than $100 in tax increment revenue from state-assessed
utility properties located in the Project Areas. The Successor Agency cannot predict the effect of any
future litigation or settlement agreements on the amount of unitary tax revenues received or to be received
nor the impact on unitary property tax revenues of any transfer of electrical transmission lines to tax-
exempt agencies.

Assessed Value Appeals and Proposition 8 Adjustments

Pursuant to State law, property owners may apply for a reduction of their property tax assessment
by filing a written appeal. After the applicant and the assessor have presented their arguments, the
applicable local appea s board makes a final decision on the proper assessed value. The appeals board
may rule in the assessor’ s favor, rulein the applicant’s favor, or 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 the application is made and
may also affect the values in subsequent years. Refunds for taxpayer overpayment of property taxes may
include refunds for overpayment of taxesin years after that which was appealed. Current year values may
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also be adjusted as a result of a successful appeal of prior year values. Any taxpayer payment of property
taxes that is based on a value that is subsequently adjusted downward will require a refund for
overpayment.

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 thereafter. 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. A base
year assessment appeal has significant future revenue impacts because a reduced base year assessment
will then reduce the compounded value of the property prospectively. Except for the two percent
inflation factor, the value of the property cannot be increased until a change of ownership occurs or
additional improvements are added.

Section 51 of the Revenue and Taxation Code permits a reduction (a “ Proposition 8 Adjustment”)
in the assessed value if the full cash value of the property has been reduced by 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.
During the recent real estate market downturn which started in 2006 and appears to have ended in the past
four years, the County Assessor's Office initiated proactive reviews of single family homes,
condominiums, townhomes, multifamily and commercial and industrial properties, which result in
Proposition 8 Adjustments for many propertiesin the County.

After aroll 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. Such increases must be in accordance with the 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
XIHA.

The taxable value of unitary property may be contested by utility companies and railroads to the
State Board of Equalization. Generaly, the impact of utility appealsis on the statewide value of a utility
determined by the State Board of Equalization. As a result, the successful appeal of a utility may not
impact the taxable value of a project area but could impact a project ared' s allocation of unitary property
tax revenues.

Any assessment appeal that is pending or which may be filed in the future, if successful, will
result in areduction of the assessed value of the subject property. A reduction of assessed valuation due
to appeals, if significant, and the resulting property tax refunds could adversely impact the amount of Tax
Revenues available to pay debt. See additional discussion on assessment appeals under the caption “THE
PROJECT AREAS — Assessment Appeals’ and in the Fiscal Consultant’s Report appearing in Appendix
C.

Additional Limitation on Tax Revenues

On November 8, 1988 the voters of the State approved Proposition 87, which amended Article
XVI, Section 16 of the California Constitution to provide that property tax revenue attributable to the
imposition of taxes on property within a redevelopment project area for the purpose of paying debt
service on bonded indebtedness approved by the voters of the taxing entity after January 1, 1989 will be
alocated to the taxing entity and not to the redevelopment agency. The Successor Agency does not
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project the receipt of any tax increment revenues as a result of general obligation bonds which may be
approved on or after January 1, 1989.

SPECIAL RISK FACTORS

The following discussion sets forth some of the events which could prevent the Successor Agency
from receiving a sufficient amount of tax increment revenues to enable it to pay the principal of and
interest on the 2015 Bonds. The following discussion of risks is not meant to be an exhaustive list of the
risks associated with the purchase of the 2015 Bonds and does not necessarily reflect the relative
importance of the various risks. Potential investors are advised to consider the following factors along
with all other information in this Official Statement in evaluating the 2015 Bonds. There can be no
assurance that other risk factors will not become material in the future,

Tax Revenues

Tax Revenues, which secure the 2015 Bonds, are determined by the incremental assessed value of
taxable property in the Project Areas, the current rate or rates at which property in the Project Areasis
taxed, and the percentage of taxes collected in the Project Areas. Several types of events which are
beyond the control of the Successor Agency could occur and cause a reduction in available gross tax
increment revenues and, accordingly, Tax Revenues. A reduction of taxable values of property in the
Project Areas or a reduction of the rate of increase in taxable values of property in the Project Areas
caused by economic or other factors beyond the Successor Agency’s control (such as successful appeals
by property owners for a reduction in a property’ s assessed value, a reduction in the rate of transfers of
property, construction activity or other events that permit reassessment of property at lower values, or the
destruction of property caused by natura or other disasters, including earthquakes) could occur, thereby
causing a reduction in Tax Revenues. This risk increases in proportion to the percent of total assessed
value attributable to any single assessee in the Project Areas and in relation to the concentration of
property in such Project Areas in terms of size or land use (see “THE PROJECT AREAS — Generd” in
this Official Statement). Any reduction in Tax Revenues from the Project Areas could have an adverse
effect on the Successor Agency’s ability to meet its obligations under the Indenture and the Successor
Agency’ s ability to pay the principal of and interest on the 2015 Bonds.

Any reduction in assessed value in the Project Areas, reduction in tax rates or reduction in taxes
collected would reduce the Tax Revenues available to pay debt service on the 2015 Bonds. See
“SPECIAL RISK FACTORS.” See dso “THE PROJECT AREAS’ hereto for a summary of historical
assessed valuation of property in the project area, current assessment appeals and historica delinquencies.

Many issues involved in the dissolution of redevelopment agencies have yet to be resolved
including the continuation of plan limits, override revenues and the treatment of ERAF. Additionally
approximately 100 lawsuits have been filed on various aspects of AB 26 and AB 1484 which could
impact the dissolution of redevelopment agencies. The projections in this Official Statement, including
Appendix C could be impacted as aresult of future court decisions.

Projected Tax Revenues

The Fiscal Consultant has based its projections on certain assumptions with regard to the Project
Aresas, growth in assessed values and Tax Revenue growth. These projections assume the Proposition 13
adjustment of 2% for real property from Fiscal Year 2015-16 forward. The projection does not take into
consideration any changes in assessed valuation due to new construction, property sales, Proposition 8
reductions, assessment appeals or other factors. The actual growth rate may be less than the projected
rate in the Project Areas. Secured personal property and unsecured valuations are assumed to remain
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constant throughout. There can be no assurance that assessed values will increase as projected, if at all.
See “THE PROJECT AREAS’ for adiscussion of these assumptions.

Any reduction in assessed values in the Project Areas, reduction in tax rates or reduction in taxes
collected would reduce the Tax Revenues available to pay debt service on the 2015 Bonds. See
“SPECIAL RISK FACTORS’ and “LIMITATIONS ON TAX REVENUES' in this Official Statement.
See also “THE PROJECT AREAS’ for a summary of historical assessed valuation of property in the
Project Areas, current assessment appeals and historical delinquencies and recent transactions involving
the top five property owners that could affect assessed values in the Project Areas.

Senior, Parity and Subordinate Debt

The Indenture provides that the Successor Agency may not issue additional bonds or incur
additional obligations that are payable from moneys deposited in the RPTTF on a senior basis to the 2015
Bonds and any Parity Debt. The Indenture permits the issuance by the Successor Agency of certain
refunding indebtedness which may have alien upon the Tax Revenues on parity with the lien of the 2015
Bonds. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS — Issuance of
Parity Debt” in this Official Statement for a description of the conditions precedent to issuance of such
additional obligations. The Indenture does not limit the issuance of tax alocation bonds or other
indebtedness secured by a pledge of tax increment revenues subordinate to the pledge of Tax Revenues
securing the 2015 Bonds.

Concentration of Owner ship

The ten largest property taxpayers in the Project Areas, based upon the Fiscal Year 2014-15
locally assessed tax roll reported by the County Assessor, owned approximately 42.6% of the total Project
Areas value and approximately 45.5% of the total incremental assessed value within the Project Aress.
The twenty largest property taxpayers in the Project Areas, based upon the Fiscal Year 2014-15 localy
assessed tax roll reported by the County Assessor, owned approximately 53.6% of the total Project Areas
value and approximately 57.3% of the tota incremental assessed value within the Project Aress.
Concentration of ownership presents a risk in that if one or more of the largest property owners were to
default on their taxes, or were to successfully appeal the tax assessments on property within the Project
Areas, a substantial decline in Tax Revenues could result. See “THE PROJECT AREAS — Mgjor
Property Owners’ in this Official Statement and in that portion of the Fiscal Consultant’s Report
appearing in Appendix C for more information (including recent transactions) about these ten largest
property taxpayers and see “THE PROJECT AREAS — Assessment Appeds’ for information as to
pending appeals of tax assessments.

Successor Agency Powersand Resources Are Limited

The Successor Agency was created pursuant to the Dissolution Act to wind down the affairs of
the Former Agency. Its powers are limited to those granted under the Dissolution Act. It has no power to
levy and collect property taxes. It does not have any legal authority to participate in redevelopment
activities, except to complete work related to enforceable obligations, as defined in the Dissolution Act.
Many Successor Agency actions are subject to the review or the directions of its Oversight Board and the
DOF and, in some cases, the County Auditor-Controller and the State Controller. California Health and
Safety Code Section 34173(e) states that that the liability of the Successor Agency, acting pursuant to the
powers granted under the Dissolution Act, is limited to the extent of the total sum of property tax
revenues it receives pursuant to the Dissolution Act and the value of assets transferred to it as a Successor
Agency for the Former Agency.
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Prior to dissolution, each redevelopment agency retained funds on hand, accumulated from prior
years, that were available for use if short-term cash flow issues arose. In the event of a delay in the
receipt of tax increment in any given year, such agency could (though it was not obligated to) use such
other available funds to make payments on debt obligations when due. Under the Dissolution Act, a
successor agency is required to seek prior approva from its oversight board (and, therefore, the DOF
because al oversight board actions are subject to DOF s review) in order to pay an enforceable obligation
from a source of funds that is different than the one identified on the ROPS. As the result of procedures
already completed under the Dissolution Act, such as the due diligence reviews (see “TAX REVENUES
AND PROCEDURES - Due Diligence Reviews’), the Successor Agency has no alternative resources
available to make payment on enforceable obligations if there is a significant delay with respect to
scheduled RPTTF disbursements or if the amount from RPTTF disbursements is not sufficient for the
required payment on the enforceabl e obligations.

The Dissolution Act expressly provides that a successor agency’s original sponsoring city and
that successor agency are separate public entities. The liabilities of the successor agency are not
transferred to any respective agency’s original sponsoring city by the virtue of its election to serve as the
successor agency. The liabilities of the Successor Agency are not the liabilities of the City of San Mateo,
the Successor Agency’ s original sponsoring city.

2015 Bonds Are Limited Obligations

Neither the faith and credit nor the taxing power of the Successor Agency (except to the limited
extent set forth in the Indenture), the City, the State or any political subdivision thereof is pledged to the
payment of the 2015 Bonds. The 2015 Bonds are specia obligations of the Successor Agency; and,
except as provided in the Indenture, they are payable solely from Tax Revenues. Tax Revenues could be
insufficient to pay debt service on the 2015 Bonds and any Parity Debt as a result of a substantial decline
in the amount of Tax Revenues available with respect to the Project Areas, delinquencies in the payment
of property taxes or the insufficiency of proceeds derived from the sale of land within the Successor
Agency following a delinquency in the payment of the applicable property taxes. The Successor Agency
has no obligation to pay debt service on the 2015 Bonds in the event of insufficient Tax Revenues, except
to the extent that money is available for such purpose in the Redevelopment Obligation Retirement Fund
and the Debt Service Fund.

Natural Disasters;, Seismic Hazards

Natural disasters, including floods and earthquakes and other events of force majeure, such as
damaging storms, fires and explosions, strikes, sabotage, riots and spills of hazardous substances, among
other events, could damage improvements and/or property in the Project Areas, or impair the ability of
landowners within the Project Areas to develop their properties or to pay property taxes. The Successor
Agency cannot predict what force majeure events may occur in the future.

The City is located within two miles of the San Andreas Fault which experienced an earthquake
of 7.1 magnitude in 1989 on the Loma Prieta area of the fault. Property in the Project Aresas received no
substantial damage as a result of the Loma Prieta earthquake. The occurrence of severe seismic activity
in the City could result in substantial damage to property located in the Project Areas, and could lead to
successful appeals for reduction of assessed values of such property. Such a reduction of assessed
valuations could result in areduction of the Tax Revenues that secure the 2015 Bonds.

The Federal Emergency Management Agency (“FEMA”) as part of ITS National Flood Insurance

Program (“NFIP"), prepared a Flood Insurance Study (“FIS’) for the City beginning in 1996. The FIS
modified the City’s Flood Insurance Rate Map (“FIRM”) and corresponding base flood elevations
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(“BFES"), which are flood elevations that, according to methodology used by FEMA, have a 1%
probability (100-year storm or tide) of occurring in any given year. A revised FIRM that includes a
portion of the City in Zone AE, a designated special flood hazard area, became effective on October 19,
2001. Properties within Zone AE that have federally insured mortgages (virtually all ingtitutional lenders
are federally insured) are required to purchase flood insurance.

According to the FIRM, a portion of the property in the Project Areas is within Zone AE.
Damage from flooding could adversely affect assessed valuation and, therefore, the Tax Revenues
available to pay debt service on the 2015 Bonds. During its February 10, 2015 goal session, the San
Mateo City Council reaffirmed that removal of this property from the FEMA flood maps was a high
priority, and directed City staff to identify $23.5 million in capital funding for this purpose. The Adopted
2015-2020 Capital Needs Assessment includes two projects towards this effort, the North Bayfront Levee
Improvement project costing $7.5 million and the replacement of two pump stations at Coyote Point and
Popular Avenue combined costing $16 million. While the source of the $23.5 million for construction
costs has not yet been identified, funds for preliminary design were previously approved.

Climate Change

In May 2009, the California Climate Change Center released a fina paper, for informational
purposes only, which was funded by the California Energy Commission, the California Environmental
Protection Agency, the Metropolitan Transportation Commission, the California Department of
Transportation and the California Ocean Protection Council. The title of the paper is “The Impacts of
Sea-Level Rise on the California Coast.” The paper posits that increases in sealevel will be a significant
consequence of climate change over the next century. The paper evaluated the population, infrastructure,
and property at risk from projected sea-level rise if no actions are taken to protect the coast. The paper
concluded that significant property in the State is at risk of flooding from 100-year flood events as a result
of a 1.4 meter sealevel rise. The paper further estimates that the replacement value of this property totals
nearly $100 billion (in 2000 dollars). Approximately one-quarter of the value of this at-risk property is
concentrated in the County, indicating that the County is particularly vulnerable to impacts associated
with sea-level rise due to extensive development on its coastline. A wide range of critical infrastructure,
such as roads, airports, hospitals, schools, emergency facilities, wastewater treatment plants, power
plants, and wetlands is also vulnerable. Continued development in vulnerable areas will put additional
assets at risk and raise protection costs.

It has been projected that within 40 to 60 years, coastal floods will affect as many as 90,000
residents in the County, the most vulnerable county in California, with current uses on land less than 3
feet above the high tide line along San Francisco Bay, and rising sea levels resulting from global warming
are likely to make previously unprecedented floods an annual event along the bay shore.

The Successor Agency is unable to predict whether sea-level rise or other impacts of climate
change or flooding from a major storm will occur, when they may occur, and if any such events occur,
whether they will have a material adverse effect on the Project Areas, the business operations or financial
condition of the County and the local economy. There can be no assurance that such assurance that such
risks will not become material in the future.

Drought and Emergency Drought Response
On March 27, 2015, Governor Brown signed emergency legislation (AB 91 and 92) that will
mandate reductionsin residential use and expedite $1 billion for drought and water infrastructure projects,

including emergency food aid, drinking water, water recycling, conservation awareness, and flood
protection. The action comes as the Sierra Nevada snowpack, which Californians rely on heavily during
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the summer for their water needs, is near arecord low. Previoudly, on January 17, 2014, Governor Brown
proclaimed a state of emergency due to the severe drought conditions faced by the State. Legidation was
enacted in February which provided $687.4 million to support drought relief. The 2014-15 State Budget
includes additional one-time resources to continue immediate drought-related efforts started in 2014, such
as an increase of $53.8 million genera fund and $12.2 million other funds for firefighting efforts, and an
increase of $18.1 million general fund to aid in assessing water conditions and provide public outreach
regarding water conservation.

The Governor's May Revision to the proposed 2015-16 State Budget additionally addresses the
current drought. The State of California has experienced four consecutive years of below average rain
and snow, and is currently facing severe drought conditions in al 58 counties. The most recent surveys
recorded the statewide average snowpack, which is the source for one third of the state's water, at just 2
percent of the normal average. Since the Governor first declared a state of emergency in January 2014,
the Administration has worked with the Legidature to appropriate approximately $1.9 billion to assist
drought impacted communities and provide additional resources for critical water infrastructure projects.
The state's emergency drought response accelerates several of the key actions in the California Water
Action Plan. The May Revision includes an additional $2.2 billion of one time resources to continue the
state's response to drought impacts. The funds will protect and expand local water supplies, conserve
water and respond to emergency conditions.

The City’ s water supply is provided by Cal Water, a private water supplier that provides water to
21 districts in California. Cal Water is responsible for developing and enforcing the compliance plan to
meet the State regulations. Cal Water filed its draft Schedule 14.1 with the California Public Utilities
Commission (CPUC) on April 28, 2015. Cal Water's Schedule 14.1, which goes into effect on June 1,
2015, provides for household and business water budgets and associated enforcement measures to reduce
water usein itsdistricts.

The Cal Water Bayshore District, which includes the City, must achieve a 16% reduction in water
use, as set by the State. Savings achieved in 2014 are subtracted from the reduction requirement to
determine the savings that still need to be achieved. The Bayshore District had previously achieved an
11% reduction and as a result will need to conserve an additional 5% to meet the State mandate.

Hydrology in the western United States and the quantity of groundwater supplies are subject to
cyclical changes, changes in climate and rainfall and levels of use. The Successor Agency cannot make
any assurance asto the reliability or adequacy of future supplies to meet future demands.

Hazar dous Substances

An additional environmental condition that may result in the reduction in the assessed value of
parcels would be the discovery of a hazardous substance that would limit the beneficial use of the
property. In general, the owners and operators of an assessed parcel may be required by law to remedy
conditions of the parcel relating to releases or threatened releases of hazardous substances. The federal
Comprehensive Environmental Response, Compensation and Liability Act of 1980, sometimes referred to
as CERCLA or the Superfund Act, is the most well-known and widely applicable of these laws but
California laws with regard to hazardous substances are also stringent and similar. Under many of these
laws, the owner (or operator) is obligated to remedy a hazardous substance condition of property whether
or not the owner (or operator) has anything to do with creating or handling the hazardous substance. The
effect, therefore, should any of the assessed parcels be affected by a hazardous substance would be to
reduce the marketability and value of the parcel by the costs of remedying the condition, since the
purchaser, upon becoming owner, will become obligated to remedy the condition just asisthe seller.



Subordinate Lien Risks

The 2015 Bonds are payable from tax increment revenues on a basis junior and subordinate to the
2007 Bonds with respect to that portion of tax increment revenue pledged under the 2007 Indenture to
make payments on the 2007 Bonds, but only to the extent required to make such payments. In the event
of default or insufficiency of that tax increment revenue pledged under the 2007 Indenture that affects
payment under the 2007 Bonds, the municipal bond insurers and/or owners of such bonds will have the
right to direct rights and remedies including acceleration of the principal amount of such bonds, which
would adversely affect the availability of Tax Revenues to the 2015 Bonds.

Additionally, the 2007 Indenture contains a covenant requiring the escrow of Tax Revenues from
the Merged Project Area (the Project Areas herein) in the event certain thresholds are met. Because of the
possibility of reaching these tax increment caps, the Former Agency covenanted in the 2007 Indenture
that it will annually review (i) the total amount of Pledged Tax Revenues (as defined in the 2007
Indenture) remaining available to be received by the Former Agency under the Redevelopment Plan's
cumul ative tax increment limitation; and (ii) future cumulative annual debt service (as defined in the 2007
Indenture).

As provided in the 2007 Indenture, once the Successor Agency has determined that during the
next succeeding Bond Y ear, the total amount of Pledged Tax Revenues (as such term is defined in the
2007 Indenture) remaining available to be received by the Successor Agency under the Redevel opment
Plan's cumulative tax increment limitation is expected to equal at least 90% of the Redevelopment Plan's
cumulative tax increment limitation for either Project Area, then the Successor Agency shall either (1)
deposit all future Pledged Tax Revenues from the applicable Project Area into a special escrow account
exclusively for the payment of interest on and principal of and redemption premiums, if any, on the 2007
Bonds or (2) adopt a plan approved by an Independent Financia Consultant or Independent
Redevelopment Consultant (as such terms are defined in the 2007 Indenture) which demonstrates the
Successor Agency's continuing ability to pay debt service on the 2007 Bonds. In determining the amount
to be deposited into such a special escrow account, the Successor Agency may take into account
reasonabl e projected interest earnings on the amounts so deposited.

The successor covenants in the Indenture, as long as the Plan Limits apply to the Successor
Agency under the Law and any 2015 Bonds are outstanding, to comply with its obligations under the
2007 Indenture regarding Plan Limits as described above but, in doing so, shall take all actions necessary
to ensure that it can adopt a plan approved by an Independent Financia Consultant or Independent
Redevelopment Consultant (as such terms are defined in the 2007 Indenture) which demonstrates the
Successor Agency's continuing ability to pay debt service on the 2007 Bonds rather than the option under
the 2007 Indenture to deposit all future Pledged Tax Revenues (as such term is defined in the 2007
Indenture) from the applicable Project Areainto a specia escrow account exclusively for the payment of
interest on and principal of and redemption premiums, if any, on the 2007 Bonds. In furtherance of the
covenant in the preceding sentence, if the Successor Agency ever determines that during the next
succeeding Bond Year, the total amount of property tax revenues available to be deposited into the
RPTTF under the Plan Limits is expected to equa at least 80% of the Plan Limit for either Project Area,
then the Successor Agency shall either (i) adopt a plan approved by an Independent Redevel opment
Consultant that demonstrates the Successor Agency’s continuing ability to pay debt service, first, on the
2007 Bonds and, second, pro rata on the 2015 Bonds and any Parity Debt, or (ii) deposit al property tax
revenues into the RPTTF not needed to pay current or any past due debt service on any Successor Agency
obligations into a Trustee-held escrow account (the “Escrow Account”) and invested in Defeasance
Obligations. Moneys in the Escrow Account must be used only to pay debt service, first, on the 2007
Bonds and, second, pro rata on the 2015 Bonds and any Parity Debt, or to redeem 2015 Bonds and any
Parity Debt that does not constitute Bonds.

55



Risks of Real Estate Secured I nvestments Generally

The Owners and Beneficial Owners of the 2015 Bonds will be subject to the risks generally
incident to an investment secured by real estate, including, without limitation, (a) adverse changesin local
market conditions, such as changes in the market value of real property within and in the vicinity of the
Project Areas, the supply of or demand for competitive properties in the Project Areas, and the market
value of competitive properties in the event of sale or foreclosure, (b) changes in real estate tax rates and
other operating expenses, governmental rules (including, without limitation, zoning laws and laws
relating to endangered species and hazardous materials) and fiscal policies, and (c) natura disasters
(including, without limitation, earthquakes, fires, droughts and floods), which may result in uninsured
losses.

Reduction in Inflationary Rate

As described in greater detail in this Officiad Statement, Article XIIIA of the California
Consgtitution 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 inflationary rate, not to exceed a 2% increase for any given
year, or may be reduced to reflect a reduction in the consumer price index or comparable local data. Such
measure is computed on a calendar year basis. See “LIMITATIONS ON TAX REVENUES’ for a
discussion of how this measure or other initiative measures adopted by the California electorate could
reduce Tax Revenues under the Indenture.

Such a reduction could lower the tax increment revenues available to the Successor Agency for
payment of the 2015 Bonds.

Reduction in Taxable Value

Tax increment revenues alocated to the Successor Agency are determined by the amount of
incremental taxable value in the Project Areas and the current rate or rates at which property in the Project
Areas is taxed. See “THE PROJECT AREAS.” The reduction of taxable values of property in the
Project Areas caused by economic factors beyond the Successor Agency’s control, such as relocation out
of the Project Areas by one or more major property owners, sale of property to a non-profit corporation
exempt from property taxation, or the complete or partial destruction of such property caused by, among
other calamities, earthquake or other natural disaster, could cause a reduction in the tax increment
revenues and, in turn, the Tax Revenues that secure the 2015 Bonds. Such reduction of Tax Revenues
could have an adverse effect on the Successor Agency’s ability to make timely payments of principal of
and interest on the 2015 Bonds. See also “LIMITATIONS ON TAX REVENUES - Property Tax and
Spending Limitations — Article X111A of the California Constitution.” In addition, if there is adecline in
the general economy of the Project Areas, the owners of property within the Project Areas may be less
able or less willing to make timely payments of property taxes or petition to reduce assessed valuation
causing adelay or reduction in tax increment revenues received by the Successor Agency from the Project
Areas and, accordingly, could have an adverse effect on the ability of the Successor Agency to pay debt
service on the 2015 Bonds.

Levy and Collection of Taxes

The Successor Agency has no independent power to levy and collect property taxes. Any
reduction in the tax rate or the implementation of any congtitutional or legislative property tax decrease
could reduce the Tax Revenues, and accordingly, could have an adverse impact on the ability of the
Successor Agency to pay debt service on the 2015 Bonds. Likewise, delinquencies in the payment of
property taxes and the impact of bankruptcy proceedings on the legal ability of the County to collect
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property taxes could have an adverse effect on the Successor Agency’s ability to make timely debt service
payments. However, it is current County policy to allocate to the Successor Agency 100% of its
proportionate share of property taxes collected within the Project Areas, regardless of delinquencies.
Notwithstanding the foregoing, the County in its discretion could discontinue such practice. See
“Property Tax Collection Procedures’ below.

Property Tax Collection Procedures

In California, property which is subject to ad valorem taxes is classified as “secured” or
“unsecured.” The “secured roll” is that part of the assessment roll containing state-assessed public
utilities' property and property the taxes on which are alien on red property sufficient, in the opinion of
the county assessor, to secure payment of the taxes. A tax levied on unsecured property does not become
a lien against such unsecured property, but may become a lien on certain other property owned by the
taxpayer. Every tax which becomes a lien on secured property has priority over all other liens arising
pursuant to State law on such secured property, regardless of the time of the creation of the other liens.
Secured and unsecured properties are entered separately on the assessment roll maintained by the county
assessor. The method of collecting delinquent taxes is substantially different for the two classifications of
property. Collections are the responsibility of the County Treasurer and Tax Collector.

Property taxes on the secured roll are due in two installments, on November 1 and February 1 of
each fiscal year. If unpaid, such taxes become delinquent after December 10 and April 10, respectively,
and a 10% penalty attaches to any delinquent payment. In addition property on the secured roll with
respect to which taxes are due is delinquent 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. If taxes are unpaid for a period of five years or
more, the property is deeded to the State and then is subject to sale by the county tax collector.

Historically, property taxes are levied for each fisca year on taxable real and personal property
situated in the taxing jurisdiction as of the preceding January 1. A bill enacted in 1983, SB 813 (Statutes
of 1983, Chapter 498), however, provided for the supplemental assessment and taxation of property as of
the occurrence of a change of ownership or completion of new construction. Thus, this legislation
eliminated delays in the realization of increased property taxes from new assessments. As amended, SB
813 provided increased revenue to taxing jurisdictions to the extent that supplemental assessments of new
construction or changes of ownership occur subsequent to the January 1 lien date.

Property taxes on the unsecured roll are due on the January 1 lien date and become delinquent, if
unpaid on the following August 31. A ten percent (10%) penalty is also attached to delinguent taxes in
respect of property on the unsecured roll, and further, an additional penalty of 1.5% per month accrues
with respect to such taxes beginning the first day of the third month following the delinquency date. The
taxing authority has four ways of collecting unsecured personal property taxes. (1) acivil action against
the taxpayer, (2) filing a certificate in the office of the county clerk specifying certain facts in order to
obtain ajudgment 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 alien on certain property of the taxpayer, and (4) seizure
and sale of personal property, improvements or possessory interests belonging or assessed to the assessee.
The exclusive means of enforcing the payment of delinquent taxes in respect of property on the secured
roll isthe sae of the property securing the taxes to the State for the amount of taxes which are delinquent.

The County has not implemented a Teeter Plan with respect to the collection and distribution of

taxes. See “THE PROJECT AREAS’ hereto for a summary of historical assessed valuation of property
in the Project Areas, current assessment appeals and historical delinquencies.
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Assessment Appeals

Pursuant to Californialaw, a County property owner desiring to reduce the assessed value of such
owner’s property in any one year must submit an application to the San Mateo County Assessment
Appeals Board (the “Appeas Board”). Following a review of the application by the County Assessor’s
Office, the County Assessor may offer to stipulate to a reduced assessment or may confirm the
assessment. If no stipulation is agreed to, and the applicant elects to pursue the appeal, the matter is
brought before the Appeals Board for a hearing and decision. The Appeals Board generally is required to
determine the outcome of appeals within two years of each appeal’s filing date. Any reduction in the
assessment ultimately granted applies only to the year for which application is made and during which
written application is filed. The assessed value increases to its pre-reduction level for fiscal years
following the year for which the reduction application is filed, with certain exceptions. The Assessor may
reassert the pre-appeal level of assessed value depending on the County Assessor’s determination of
current value. See APPENDIX C—“FISCAL CONSULTANT'S REPORT.”

Property taxable values may be reduced as a result of a successful appea of the taxable value
determined by the County Assessor. An appeal may result in a reduction to the Assessor’s original
taxable value and a tax refund to the applicant property owner. A reduction in taxable values within the
Project Areas and the refund of taxes which may arise out of successful appeals by property owners will
affect the amount of Tax Revenues. The Successor Agency has in the past experienced reductionsin Tax
Revenues as a result of assessment appeals. The actual impact to tax increment is dependent upon the
actual revised value of assessments resulting from values determined by the County Assessment Appeals
Board or through litigation and the ultimate timing of successful appeals. See “THE PROJECT AREAS
— Assessment Appeals’ for adiscussion of historical assessment appealsin the Project Areas.

Economic Risks

The Successor Agency’s ability to make payments on the 2015 Bonds will be partially dependent
upon the economic strength of the Project Areas. If there is a decline in the general economy of the
Project Areas, the owners of property may be less able or less willing to make timely payments of
property taxes causing a delay or stoppage of tax increment revenues. In the event of decreased values,
Tax Revenues may decline as aresult.

State Budget

AB 26 and AB 1484 were enacted by the State L egislature and Governor as trailer bills necessary
to implement provisions of the State’' s budget acts for its Fiscal Y ears 2011-12 and 2012-13, respectively,
as efforts to address structural deficits in the State general fund budget. In general terms, these hills
implemented a framework to transfer cash assets previously held by redevelopment agencies to cities,
counties, and special digtricts to fund core public services, with assets transferred to schools offsetting
State general fund costs (then projected savings of $1.5 hillion). There can be no assurance that
additional legidation will not be enacted in the future to additionally implement provisions relating to the
State budget or otherwise that may affect successor agencies or tax increment revenues, including Tax
Revenues.

On January 9, 2015, the Governor announced his proposed budget for Fiscal Year 2015-16 (the
“Proposed Budget”). As part of the Proposed Budget, the Governor has proposed legislation which is
contained in a proposed budget trailer bill, which was revised in March 2015, addressing the
redevel opment agency dissolution process which, among other things would:
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() Transition all successor agencies from a biannual ROPS process to an annua ROPS
process beginning January 1, 2016 when the successor agencies transition to a countywide oversight
board.

(i) Establish a “Last and Final” ROPS process beginning September 2015. The Last and
Final ROPS will be available only to successor agencies that have a Finding of Completion, are in
agreement with the DOF on what items qualify for payment, and meet other specified conditions. If
approved by the DOF, the Last and Fina ROPS will be binding on all parties and the successor agency
will no longer submit a ROPS to the DOF or the oversight board. The county auditor-controller will
remit the authorized funds to the successor agency in accordance with the approved Last and Final ROPS
until each remaining enforceable obligation has been fully paid.

(iii)  Clarify that former tax increment caps and plan limits do not apply for the purposes of
paying approved enforceable obligations.

The full text of each Assembly Bill cited above may be obtained from the “Official California
Legidative Information” website maintained by the Legidative Counse of the State of California
pursuant to State law, at the following web link: http://www.leginfo.ca.gov/bilinfo.html.

On May 13, 2015, the Governor released the May revision to the Proposed Budget (the “May
Revision”). The May Revision proposes additional changes to the wind-down process for redevel opment
agencies set forth in the Dissolution Act. The May Revision includes the following provisions not
addressed in the Proposed Budget:

. Allows successor agencies that enter into a written payment agreement with the
DOF to remit their unencumbered cash assets of redevelopment agencies to the county auditor-
controller to receive afinding of completion.

. Provides that successor agencies with a finding of completion may expend a
portion of these stranded proceeds, with the unused portions to be used to defease outstanding
bonds.

. Clarifies that any pension or State Water Project override revenues pledged to

debt service must be used for that purpose, with certain limitations.

. Allows agreements between the former redevelopment agencies and its
sponsoring entity that relate to state highway infrastructure improvements to be an enforceable
obligation.

. Clarifies that a sponsoring entity can loan money to a successor agency for

litigation expenses associated with chalenging dissolution decisions and those loaned amounts
may be repaid as an enforceable obligation if the litigation is successful.

. Clarifies, as a result of afinal court decision, that reentered agreements entered
into after the passage of AB 1484 (Committee on Budget), Chapter 26, Statutes of 2012, are
unauthorized and unenforceable, unless they were for the purpose of providing administrative
support activities.

The Successor Agency does not anticipate that the proposed amendments to the Dissolution Act

in the Proposed Budge (as revised by the May Revision) will adversely affect the ability of the Successor
Agency to pay debt service on the 2015 Bonds.
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On June 19, 2015, the State Legidature passed the 2015-16 budget bill and certain related
legidlation not including the additional changes to the wind-down process for redevelopment agencies
discussed above. The budget agreement relies on the administration’s May 2015 estimates of (1) General
Fund revenues, (2) the Proposition 98 minimum guarantee for schools and community colleges, and (3)
budget reserve and debt payment requirements under Proposition 2. School and community college
funding is the centerpiece of the agreement, as administration estimates of the Proposition 98 minimum
guarantee have increased substantially over June 2014 levels. The terms of the budget trailer bill have not
yet been approved by the Governor or enacted into law.

Information about the State budget and State spending is available at various State maintained
websites. Text of the Proposed Budget, the May Revision and other documents related to the State
budget may be found at the website of the DOF, www.dof.ca.gov. A nonpartisan analysis of the budget is
posted by the Legidative Analyst's Office at www.lao.cagov. In addition, various State official
statements, many of which contain a summary of the current and past State budgets may be found at the
website of the State Treasurer, www.treasurer.ca.gov.

Information on these websites has not been reviewed or verified by the Successor Agency and is
not incorporated by reference in this Official Statement. They are cited for informational purposes only.
The Successor Agency can make no representation whatsoever as to the accuracy or completeness of any
of the information on such websites.

Certain litigation is challenging some of the terms of the Dissolution Act, and it is anticipated that
there will be additional future legidation in this area.  The Successor Agency cannot predict what
measures may be proposed or implemented for the current fiscal year or in the future.

Direct and Overlapping I ndebtedness

The ability of land owners within the Project Areas to pay property tax installments as they come
due could be affected by the existence of other taxes and assessments, imposed upon the land. In
addition, other public agencies whose boundaries overlap those of the Project Areas could, without
consent of the Successor Agency, and in certain cases without the consent of the owners of the land
within the Project Areas, impose additional taxes or assessment liens on the property to finance public
improvements. See “Bankruptcy and Foreclosure” below.

Bankruptcy and Foreclosure

The payment of the tax increment revenues and the ability of the County to foreclose the lien of a
delinquent unpaid tax may be limited by bankruptcy, insolvency, or other laws generally affecting
creditors rights or by the laws of the State relating to judicial foreclosure. The various legal opinions to
be delivered concurrently with the delivery of the 2015 Bonds (including Bond Counsel’ s approving legal
opinions) will be quaified as to the enforceability of the various legal instruments by bankruptcy,
insolvency, reorganization, moratorium, or other similar laws affecting creditors rights, by the
application of equitable principles and by the exercise of judicia discretion in appropriate cases.

Although bankruptcy proceedings would not cause the liens to become extinguished, bankruptcy
of a property owner could result in a delay in prosecuting superior court foreclosure proceedings. Such
delay would increase the likelihood of a delay or default in payment of the principal of and interest on the
2015 Bonds and the possibility of delinquent tax installments not being paid in full.
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Future Legidation and Initiatives

In addition to the other limitations on Tax Revenues, the California electorate or Legislature
could adopt a congtitutional or legidative property tax decrease with the effect of reducing Tax Revenues
payable to the Successor Agency. There can be no assurance that the California electorate will not at
some future time adopt an initiative or that the State Legislature will not enact legislation that will amend
the Law or other State laws or the California Constitution resulting in a reduction of either Tax Revenues
and, consequently, having an adverse effect on the Successor Agency’s ability to pay debt service on the
2015 Bonds.

Article XII1A, Article XI11B and Proposition 218 were each adopted as measures that qualified
for the ballot pursuant to California sinitiative process. From time to time other initiative measures could
be adopted, further affecting revenues of the Successor Agency or the Successor Agency’s ability to
expend revenues. In addition, there are currently a number of proposed legidative changes to the
Dissolution Act which, if adopted, would also affect revenues of the Successor Agency or the Successor
Agency’s ability to expend revenues. The nature and impact of these measures cannot currently be
anticipated.

NO LITIGATION

There is no litigation, action, suit, proceeding or investigation (or any basis therefor) at law or in
equity before or by any court, governmental agency or body, pending by way of a summons served
against the Successor Agency or, to its knowledge, threatened against the Successor Agency, challenging
the creation, organization or existence of the Successor Agency, or the validity of the Indenture, the
Escrow Agreement, the Disclosure Certificate or the Bond Purchase Agreement or seeking to restrain or
enjoin any of the transactions referred to therein or contemplated thereby or contesting the authority of the
Successor Agency to enter into or perform its obligations under the Supplemented Indenture, the Escrow
Agreement, the Disclosure Certificate or the Bond Purchase Agreement, or under which a determination
adverse to the Successor Agency would have a material adverse effect upon the availability of Tax
Revenues, or which, in any manner, questions the right of the Successor Agency to enter into, and
perform under, the Supplemented Indenture, the Escrow Agreement, the Disclosure Certificate or this
Bond Purchase Agreement. Further, there is no litigation pending, or to the knowledge of officials of the
Successor Agency, threatened against or affecting the Successor Agency, which will materially adversely
affect the financial position or results of operations of the Successor Agency.

With respect to California successor agencies and the Dissolution Act in general, on August 1,
2012, Syncora Guarantee Inc. and Syncora Capital Assurance Inc. (collectively, “Syncora’) filed a
lawsuit against the State, the State Controller, the State Director of Finance, and the Auditor-Controller of
San Bernardino County on his own behalf and as the representative of al other county auditors in the
State (Superior Court of the State of California, County of Sacramento, Case No. 34-2012-80001215) (the
“Syncora Lawsuit”) challenging the terms of the Dissolution Act. Syncora are monoline financial
guaranty insurers domiciled in the State of New Y ork, and as such, provide credit enhancement on bonds
issued by state and local governments and do not sell other kinds of insurance such as life, hedth, or
property insurance. Syncora provided bond insurance and other related insurance policies for bonds
issued by former Californiaredevelopment agencies, including a surety policy for the 2007 Bonds.

The Syncora Lawsuit was brought as a petition for writ of mandate, complaint for declaratory
relief, inverse condemnation and injunctive relief. The injunctive relief sought included an injunction
enjoining the respondents from implementing enforcing, and/or carrying out the Redistribution
Provisions, ordering respondents to immediately return all money remitted by successor agencies to local
taxing entities pursuant to the Redistribution Provisions, and ordering respondents to hold al future tax
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increment revenues in the RPTTF, or a similar fund, for the exclusive benefit of, and distribution to, the
bondholders, until such a time when the bondholders are completely repaid. In August 2013, the court
ordered Syncora's claims dismissed, without prejudice to refile, as premature claims for impairment of
contract and an unconstitutional taking. The court noted that no redevelopment agency bonds are in
defaullt.

The original complaint alleged that the Dissolution Act, and specifically the “Redistribution
Provisions’ thereof (i.e.,, California Heath and Safety Code Sections 34172(d), 34174, 34177(d),
34183(a)(4), and 34188) violate the “contract clauses’ of the United States and California Constitutions
(U.S. Const. art. 1, 8§ 10, cl.1; Cal. Const. art. 1, 8 9) because they unconstitutionally impair the contracts
among the former redevel opment agencies, bondholders and Syncora. The complaint also alleged that the
Redistribution Provisions violate the “ Takings Clauses’ of the United States and California Constitutions
(U.S. Const. amend. V; Cal Const. art. 1 § 19) because they unconstitutionally take and appropriate
bondholders' and Syncora' s contractual right to critical security mechanisms without just compensation.
Specifically, the complaint alleges that the security mechanism created by the irrevocable pledge of tax
increment revenues to repay the redevelopment agency debts was a critical feature of the redevelopment
bonds’ marketability. No assurance can be made that Syncorawill not re-fileits claim at a later date.

TAX MATTERS
2015A Bonds

General. In the opinion of Jones Hall, A Professional Law Corporation, San Francisco,
California, Bond Counsel, subject, however to the qualifications set forth below, under existing law, the
interest on the 2015A Bonds is excluded from gross income for federal income tax purposes and such
interest is not an item of tax preference for purposes of the federal alternative minimum tax imposed on
individuals and corporations, provided, however, that, for the purpose of computing the alternative
minimum tax imposed on corporations (as defined for federal income tax purposes), such interest is taken
into account in determining certain income and earnings. The opinions set forth in this paragraph are
subject to the condition that the Successor Agency comply with all requirements of the Internal Revenue
Code of 1986 (the “Tax Code”) that must be satisfied subsequent to the issuance of the 2015A Bonds in
order that such interest be, or continue to be, excluded from gross income for federal income tax
purposes. The Successor Agency has covenanted to comply with each such requirement. Failure to
comply with certain of such requirements may cause the inclusion of such interest in gross income for
federal income tax purposes to be retroactive to the date of issuance of the 2015A Bonds.

California Tax Satus. In the opinion of Bond Counsel, interest on the 2015A Bonds is exempt
from California personal income taxes.

Tax Treatment of Original Issue Discount and Premium. If the initial offering price to the public
(excluding bond houses and brokers) at which a 2015A Bond is sold is less than the amount payable at
maturity thereof, then such difference constitutes “original issue discount” for purposes of federal income
taxes and State of Caifornia personal income taxes. If the initial offering price to the public (excluding
bond houses and brokers) at which each 2015A Bond is sold is greater than the amount payable at
maturity thereof, then such difference constitutes “origina issue premium” for purposes of federal income
taxes and State of California personal income taxes. De minimis original issue discount is disregarded.

Under the Tax Code, original issue discount is treated as interest excluded from federa gross
income and exempt from State of California persona income taxes to the extent properly allocable to
each owner thereof subject to the limitations described in the first paragraph of this section. The original
issue discount accrues over the term to maturity of the 2015A Bonds on the basis of a constant interest
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rate compounded on each interest or principal payment date (with straightline interpolations between
compounding dates). The amount of original issue discount accruing during each period is added to the
adjusted basis of such 2015A Bond to determine taxable gain upon disposition (including sale,
redemption, or payment on maturity) of such 2015A Bond. The Tax Code contains certain provisions
relating to the accrua of origina issue discount in the case of purchasers of the 2015A Bonds who
purchase the 2015A Bonds after the initial offering of a substantial amount of such maturity. Owners of
such 2015A Bonds should consult their own tax advisors with respect to the tax consequences of
ownership of 2015A Bonds with origina issue discount, including the treatment of purchasers who do not
purchase in the original offering, the allowance of a deduction for any loss on a sale or other disposition,
and the treatment of accrued origina issue discount on such 2015A Bonds under federal individual and
corporate aternative minimum taxes.

Under the Tax Code, original issue premium is amortized on an annual basis over the term of the
2015A Bond (said term being the shorter of the 2015A Bond's maturity date or its call date). The amount
of original issue premium amortized each year reduces the adjusted basis of the owner of the 2015A Bond
for purposes of determining taxable gain or loss upon disposition. The amount of original issue premium
on a 2015A Bond is amortized each year over the term to maturity of the 2015A Bond on the basis of a
constant interest rate compounded on each interest or principal payment date (with straight-line
interpolations between compounding dates). Amortized 2015A Bond premium is not deductible for
federal income tax purposes. Owners of Premium 2015A Bonds, including purchasers who do not
purchase in the original offering, should consult their own tax advisors with respect to State of California
personal income tax and federal income tax consequences of owning such 2015A Bonds.

Form of Bond Counsel Opinions. At the time of issuance of the 2015 Bonds, Bond Counsel
expects to deliver an opinion for the 2015A Bonds in substantially the form set forth in Appendix C.

Owners of the 2015A Bonds should also be aware that the ownership or disposition of, or the
accrual or receipt of interest on, the 2015 Bonds may have federal or state tax consequences other than as
described above. Bond Counsel expresses no opinion regarding other federa or state tax consequences
arising with respect to the ownership, sale or disposition of the 2015A Bonds, or the amount, accrua or
receipt of interest on the 2015A Bonds.

To ensure compliance with the requirements imposed by the Internal Revenue Service,
purchasers and Owners of the 2015A Bonds should be aware that any federal income tax advice contained
in this Official Statement (including the Appendices hereto) is not intended or written to be used, and
cannot be used, for the purpose of (i) avoiding penalties under the Tax Code, or (ii) promoting, marketing,
or recommending to another party any transaction or matter addressed herein.

2015B Bonds

The interest on the 2015B Bonds is not intended by the Successor Agency to be excluded from
gross income for federa income tax purposes. However, in the opinion of Bond Counsdl, interest on the
2015B Bonds is exempt from California personal income taxes. The proposed form of opinion of Bond
Counsel with respect to the 2015B Bonds to be delivered on the date of issuance of the 2015B Bondsis
set forth in Appendix E.

Owners of the 2015B Bonds should also be aware that the ownership or disposition of, or the
accrual or receipt of interest on, the 2015B Bonds may have federa or state tax consequences other than
as described above. Bond Counsel expresses no opinion regarding other federal or state tax consequences
arising with respect to the ownership, sale or disposition of the 2015B Bonds, or the amount, accrual or
receipt of interest on the 2015B Bonds.
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RATING

Standard and Poor’'s Ratings Services, a Standard & Poor’s Financial Services LLC business
(“S&P") has assigned its municipal bond rating of “A” to the 2015 Bonds. Such rating reflects only the
views of S&P, and any explanation of the significance of such rating should be obtained from S&P.
There is no assurance that such rating will continue for any given period of time or will not be revised
downward or withdrawn entirely by S&P, if in the judgment of S&P circumstances so warrant. The
Successor Agency undertakes no responsibility to oppose any such revision or withdrawal. Any such
downward revision or withdrawal of such rating may have an adverse effect on the market price of the
2015 Bonds.

CONTINUING DISCLOSURE

The Successor Agency has covenanted to provide certain financia information and operating data
by not later than 270 days following the end of the Successor Agency’s Fiscal Y ear (presently June 30) in
each year commencing with its report for the 2014-15 Fiscal Year (the “Annual Report”), and to provide
notices of the occurrence of certain enumerated events. The Annua Report and notices of enumerated
events will be filed by the Successor Agency with the Municipa Securities Rulemaking Board's
Electronic Municipa Market Access system (the “EMMA System”), for purposes of Rule 15¢2-12(b)(5)
(the “Rule™) adopted by the U.S. Securities and Exchange Commission (“SEC"). These covenants have
been made in order to assist the Underwriter in complying with the Rule. The specific nature of the
information to be contained in the Annual Report or the notices of enumerated events by the Successor
Agency issummarized in APPENDIX F —“FORM OF CONTINUING DISCLOSURE Agreement.”

The City Council acts as the legisative body of the Successor Agency, the City’s joint powers
financing authority and community facilities districts. The City has not failed to comply, in any material
respect, with an undertaking under the Rule in the past five years, except as follows:

@ With respect to the City’s 2011 annud report filing, the City sent a continuing disclosure
report that consolidated al required continuing disclosure for its genera obligation bonds, joint powers
financing authority revenue bonds, sewer revenue bonds and redevelopment bonds together with its
Comprehensive Annual Financial Report to its dissemination agent for filing. While the dissemination
agent filed this Official Statement and the Fiscal Consultant’s Report properly for the City’'s general
obligation bonds, joint powers financing authority revenue bonds, and sewer revenue bonds, the report
was not filed or uploaded to the EMMA portal in connection with the Former Agency’s tax allocation
bonds.

(b) Various notices of rating changes for several City bond issues, congtituting materia
events, were not timely filed.

All the required filings have now been made to the Municipal Securities Rulemaking Board's
Electronic Municipal Market Access web site, which can be found on the Internet a emma.msrb.org.
Reference to that web site is made for convenience only; its contents are not incorporated by reference
into this Official Statement.

The City and Successor Agency have taken steps to implement procedures to better meet its
obligation under the Rule. City staff members have participated in training on recent changes to the Rule
and are developing a continuing disclosure policy to be presented for City Council consideration in the
near future.



UNDERWRITING

The Successor Agency has agreed to sell the 2015 Bonds to Raymond James & Associates, Inc.
(the “Underwriter”). The Underwriter has agreed, subject to certain conditions, to purchase the 2015A

Bonds at a purchase price of $ (the principal amount of the 2015A Bonds, less an Underwriter’
discount in the amount of $ , plus net original issue premium of $ and to purchase the 2015B
Bonds at a purchase price of $ (the principal amount of the 2015B Bonds, less an Underwriter’
discount in the amount of $ , plus net original issue premium of $ . The Bond Purchase

Agreement provides that the Underwriter will purchase al of the 2015 Bonds if any are purchased, and
that the obligation to make such purchase is subject to certain terms and conditions set forth in the Bond
Purchase Agreement, the approval of certain legal matters by counsel, and certain other conditions. The
initial public offering prices of the 2015 Bonds set forth on the inside front cover hereof may be changed
from time to time by the Underwriter. The Underwriter may offer and sell the 2015 Bonds to certain
dealers and others at priceslower than the public offering prices stated on the inside front cover hereof.

The Underwriter reserves the right to join with deaers and other underwriters in offering the
2015 Bonds to the public. The Underwriter may offer and sell such 2015 Bonds to certain deders
(including dealers depositing 2015 Bonds into investment trusts) at prices lower than the public offering
prices, and such dealers may reallow any such discounts on sales to other dealers.

MUNICIPAL ADVISORS AND FISCAL CONSULTANT

Kitahata & Company, San Francisco, California, and William Euphrat Municipal Finance, Inc.,
San Francisco, California, have served as municipal advisors to the Successor Agency on the issuance of
the 2015 Bonds. Both firms are independent municipa advisors that are not engaged in the underwriting,
sale or trading of municipal securities. The feesto be paid to the municipal advisors for services rendered
with respect to the 2015 Bonds is contingent upon the sale and issuance of the 2015 Bonds.

Urban Analytics, LLC, San Francisco, California, serves as Fiscal Consultant to the Successor
Agency on acontinuing basis. The Fiscal Consultant’s Report is contained in Appendix C to this Officia
Statement.

LEGAL MATTERS

The validity of the 2015 Bonds and certain other legal matters are subject to the approval of Jones
Hall, A Professiona Law Corporation, San Francisco, California, Bond Counsel. A copy of the proposed
form of Bond Counsel opinion with respect to the 2015 Bonds is contained in Appendix E hereto. Certain
legal matters will be passed upon for the Successor Agency by Shawn Mason, Esq., City Attorney, acting
as General Counsel to the Successor Agency. Certain legal matters will be passed upon for the Successor
Agency by Orrick, Herrington & Sutcliffe LLP, as Disclosure Counsel. Certain legal matters will be
passed upon for the Underwriter by Quint & Thimmig LLP, Larkspur, Caifornia. Bond Counsel,
Disclosure Counsel and Underwriter's Counsel undertake no responsibility for the accuracy,
compl eteness or fairness of this Official Statement.

ADDITIONAL INFORMATION
All the summaries contained herein of Indenture and other documents are made subject to the
provisions of such documents respectively and do not purport to be complete statements of any or all of

such provisions. Reference is hereby made to such documents on file with the Successor Agency for
further information in connection therewith.
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Insofar as any statements made in this Officia Statement involve matters of opinion or of
estimates, whether or not expressly stated, they are set forth as such and not as representations of fact. No
representation is made that any of the statements will be realized. Neither this Official Statement nor any

statement which may have been made oraly or in writing is to be construed as a contract with the Owners
of 2015 Bonds.

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

SUCCESSOR AGENCY TO THE
REDEVELOPMENT AGENCY OF THE CITY OF
SAN MATEO

By:

Interim Finance Director-Treasurer
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APPENDIX A
CITY OF SAN MATEO ECONOMIC AND DEMOGRAPHIC INFORMATION

The following information is presented as general background data. The 2015 Bonds are
payable solely from Tax Revenues and moneys in the Debt Service Fund (including the Interest
Account, the Principal Account and the Redemption Account) established and held by the Trustee
under the Indenture as described in the Official Statement. The taxing power of the City, the State or
any political subdivision thereof is not pledged to the payment of the 2015 Bonds. See the section of
this Official Statement entitled “SECURITY AND SOURCES OF PAYMENT FOR THE 2015
BONDS.”

General

The City is located on the San Francisco Peninsula, some 20 miles south of San Francisco.
Stanford University is located approximately 15 miles south of the City and just beyond Stanford
University lies the electronics research and manufacturing center known as Silicon Valley. The City is at
the northern end of Silicon Valley and the City of San Jose is at the southern end of Silicon Valley
(approximately 30 miles south of San Mateo). San Mateo has long been recognized as a prime residential
community conveniently located mid-way between major areas of employment to the north and the south.
The City’s strategic location at the crossroads of major freeways (Interstate 280, U.S. 101 and State Route
92) and its proximity to San Francisco International Airport (8 miles north) have also enhanced its
reputation as the commercial, financial center and administrative headquarters of the Peninsula.

The City was incorporated in 1894. It is a California chartered city with a Council-Manager form
of government, whereby the policies of the Council are administered by a City Manager, who is appointed
by the Council. The Council consists of five members who are elected at large on a non-partisan basis for
four-year staggered terms. The Mayor is selected annually by the Council.

The City, as the second most populous city in San Mateo County (the “County”), occupies 14.6
square miles on the Peninsula. The City’s current population is approximately 101,429 as of January 1,
2015 according to the State Department of Finance. A portion of the northeastern boundary of the City
fronts on San Francisco Bay and the Pacific Ocean is about 12 miles west of the City.

The County embraces the major portion of the San Francisco Peninsula. The County occupies
454 square miles with approximately 25 miles of San Francisco Bay frontage and 55 miles of Pacific
Ocean coastline.

San Mateo County is home to 13 of the top 25 largest software companies in the San Francisco
Bay Area. San Mateo County businesses added 16,200 jobs in the first quarter of 2015, with the highest
number of new jobs attributed to software development companies. The Peninsula continues to attract
high technology business, a dominant business sector user in the Peninsula market. The first quarter of
2015 continued to demonstrate heightened confidence in the Peninsula, and office space continues to
lease and sell at record high prices.

One recent property acquisition is Hudson Pacific Properties approximate $3.5 billion acquisition
of the Equity Office Properties portfolio, which included 24 buildings totaling more than 2.7 million

square feet of space, first announced in December 2014 and closed in April 2015.

Rental rates have been increasing in most Peninsula submarkets over the last few quarters with
direct average monthly rental rates increasing to $3.84/s.f., full service in the first quarter of 2015. The
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year-on-year direct asking rental rates have increased 8% over the past 12 months. Vacancy in the
Peninsula office market rose slightly quarter-over-quarter in the first quarter of 2015 to a new level of
9.5% market-wide. This represents the first increase in vacancy in six quarters.

Municipal Services

Police and Fire. The Police Department has 163 police personnel and officers and the Fire
Department operates with 100 fire personnel and officers. Six fire stations are strategically located
throughout the City which house a total of six engines, one aerial truck and one reserve engine. All first-
line apparatus is diesel powered and equipped with the latest firefighting equipment.

Parks and Recreation. The City’s Park and Recreation Department offers a varied, year-round
recreation program to all ages. The City has six community centers and two swim centers. The King
Center, with a swimming pool and indoor gymnasium, is the largest recreation center in the City.

The City has 30 developed parks and playgrounds totaling 322 acres; 334 acres of undeveloped
park land; an 18-hole municipal golf course with clubhouse facilities; a marina lagoon with two beaches
and small craft launching facilities; tennis courts; baseball diamonds, athletic fields, picnic areas, trails,
scenic and passive use areas.

The San Francisco Bay Area, including the City’s Bayside, which offers an extensive yacht
harbor, and the nearby Pacific Ocean, provide additional recreational opportunities.

Library. The City operates a main library and two branch libraries. In addition, the Peninsula
Library System consortium of San Mateo County libraries makes library services available to all library
users of the seven municipal library systems, the County’s 12 libraries and the three campuses of the San
Mateo Community College District through a shared network and database access to over 2.6 million
volumes and delivery service.

Population

San Mateo is considered a fully developed community. The following table shows the City’s
population growth and income statistics for selected years.
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CITY OF SAN MATEO
Demographic and Economic Statistics
for the Fiscal Years 2005-2015

City Per Capita County

Population Personal Personal Median Public School Population

Fiscal Year  Estimate @ Income @ Income @ Age Enrollment ® Estimate
2005 93,050 5,509,769,650 59,213 39.2 11,360 700,350
2006 94,212 5,767,564,428 61,219 n/a 11,305 699,347
2007 94,315 4,003,294,490 42,446 38.4 11,073 701,838
2008 95,510 4,181,101,280 43,655 n/a 11,749 707,820
2009 95,776 4,212,343,104 43,981 40.1 11,859 713,818
2010 96,529 4,230,383,425 43,825 39.4 12,100 718,614
2011 97,966 4,180,503,118 42,673 38.6 11,995 722,373
2012 98,298 4,315,282,200 43,900 39.7 19,451 727,795
2013 99,061 4,429,908,859 44,719 373 19,700 736,647
2014 100,106 4,570,705,818 45,659 40.2 19,868 745,193
2015 101,429 - - - 20,179 753,123

Notes:

(1) Population Projections are provided by the California Department of Finance Projections.

(2) Income Data is provided by U.S. Census Bureau, 2010 American Community Survey.

(3) Student Enrollment reflects the total number of students enrolled in the San Mateo Union High and San Mateo
Foster City Unified School Districts provided by the California Department of Education.

(4) Unemployment Data is provided by the EDD’s Bureau of Labor Statistics Department.

Source: MuniServices, LLC. Excerpted from City of San Mateo Comprehensive Annual Financial Report for the
Year Ended June 30, 2014.

Building Activity
The City is informed that there is currently approximately 2.1 million sq. ft. of development
under construction in the Peninsula. Bay Meadows II in the City officially broke ground in early 2015,

and is now the largest office development project under construction north of Redwood City.

The following table provides a summary of building permit valuation and the number of new
dwelling units authorized in the County for the years 2010 through 2014.
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Valuations
Multi-Family
Single Family
Total

Number of construction
permits by type

Single Family

Multiple Family

Total all types
Residential
Construction permits

COUNTY OF SAN MATEO
Building Permits Valuations
for the Years 2010-2014

2010 2011

2012

2013

2014

$ 10,792,185 § 92,678,235
173,638,375 184,121,809

$§ 102,013,185
218,518,023

$ 151,019,526
292,893,385

$ 168,859,462
289,903,231

$ 184,430,560 §$ 276,800,044

$ 320,531,208

$ 443,912,911

§ 458,762,693

193 213 229 350 315
47 506 591 840 1,302
240 719 820 1,190 1,617

*Totals may not add due to independent rounding.
Source: Construction Industry Research Board.
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Employment

The civilian labor force in the City increased from an annual average of 55,300 in 2010 to the
2014 average of 60,800. As of 2014, the City’s annual unemployment rate was reported at 4.1% which is
significantly lower than the State unemployment rate of 7.5% for the same year. The following
summarizes the labor force, employment and unemployment figures for the years 2010 through 2014 for
the City, the State and the nation as a whole.

City of San Mateo

Labor Force, Employment and Unemployment
Yearly Average for the Years 2010-2014

Civilian Civilian Unemployment

Year and Area Labor Force Employment Unemployment Rate (%)
2010
City of San Mateo 55,300 50,800 4,500 8.1%
California 18,336,300 16,091,900 2,244,300 12.2
United States 153,889,000 139,064,000 14,825,000 9.6
2011
City of San Mateo 56,300 52,200 4,100 7.3%
California 18,419,500 16,260,100 2,159,400 11.7
United States 153,617,000 139,869,000 13,747,000 8.9
2012
City of San Mateo 58,200 54,500 3,600 6.2%
California 18,554,800 16,630,100 1,924,700 10.4
United States 154,975,000 142,469,000 12,506,000 8.1
2013
City of San Mateo 59,300 56,300 3,000 5.1%
California 18,671,600 17,002,900 1,668,700 8.9
United States 155,389,000 143,929,000 11,460,000 7.4
2014
City of San Mateo 60,800 58,300 2,500 4.1%
California 18,811,400 17,397,100 1,414,300 7.5
United States 155,922,000 146,305,000 9,617,000 6.2

Sources: California Employment Development Department and U.S. Bureau of Labor Statistics.
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The following table shows the City’s principal employers for the Fiscal Year 2014.

City of San Mateo
Principal Employers for City of San Mateo
for the Fiscal Year 2014
Number of Percent of Total
Company Name Employees Employment
County of San Mateo Medical Center (V 1,241 2.33%
San Mateo-Foster City Unified School District 1,161 2.18
Franklin Templeton Investor 1,120 2.10
San Mateo Community College District ® 1,072 2.01
City of San Mateo 949 1.78
San Mateo Union High School District 945 1.77
Fisher Investments 494 0.93
San Mateo County Behavioral Health 475 0.89
Mills Peninsula Health Services 458 0.86
Macy’s Department Stores 351 0.66
Total Top 10 Employers 7,778 15.51%
Total Labor Force @ 53,300

Notes: Results based on direct correspondence with city’s local businesses, other potential businesses which may
qualify for this inclusion in this table could not be contacted for verification.

(1) Includes all employees, including outside clinic locations.

(2) Includes district location only, excluding Skyline College in San Bruno and Canada College in Redwood City.
(3) Total City Labor Force provided by EDD Labor Force Data.

Source: MuniServices, LLC. Excerpted from City of San Mateo, Comprehensive Annual Financial Report for the
Year ended June 30, 2014.
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Retail Sales

City of San Mateo
Taxable Transactions
for the Years 2010-2013
(in thousands of dollars)

2010 2011 2012 2013M
Taxable Taxable Taxable Taxable
Type of Business Transactions Transactions Transactions Transactions

Retail and Food Services

Motor Vehicle and $ 84,440 $ 83,506 $90,494 $ 88501

Parts Dealers

Home Furnishing 81,463 75,456 85,840 95,459

& Appliance Stores

Bldg. Material, 73,800 75,967 75,897 82,860

Garden Equip. and

Supplies

Food and Beverage 82,097 86,504 90,694 94,200

Stores

Gasoline Stations 147,021 182,845 198,362 195,337

Clothing and 169,211 180,891 199,600 200,833

Accessory Stores

General 153,540 159,784 161,739 164,216

Merchandise Stores

Food Services and 183,963 205,170 227,010 240,605

Drinking Places

Other Retail Group 174,942 180,481 192,727 197,078

Total Retail and

Food Services $1,150,478 $1,230,604 $1,322,361 $1,359,088
All Other Outlets $174,025 $248,170 $282,517 $232,578
Total All Outlets $1,324,503 $1,478,774 $1,609,879 $1,591,667

(UMost recent data available.

Source: California State Board of Equalization, Taxable Sales in California Reports 2010-2013.
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Assessed Valuations

The table that follows shows assessed valuations in the City for the applicable Fiscal Years.

Assessed Value and Estimated Actual Value of Taxable Property

City of San Mateo

for the Fiscal Years 2004-2014

(in thousands of dollars)

Factor of
Less Tax- Taxable Estimated Taxable
Fiscal Year Residential Commercial Industrial Other Unsecured Exempt Assessed Total Direct Actual Assessed
End Property (" Property (" Property Property ) Property Property Property Tax Rate @ Value ® Value

2004 n/a n/a n/a 11,414,875 631,800 371,420 11,675,255 0.2515% n/a n/a
2005 n/a n/a n/a 12,164,159 621,721 411,532 12,374,348 0.2776 n/a n/a
2006 n/a n/a n/a 13,002,371 587,741 422,313 13,167,799 0.3104 n/a n/a
2007 n/a n/a n/a 14,255,402 551,774 494,189 14,312,987 0.3060 n/a n/a
2008 12,260,293 2,571,883 161,498 436,943 513,757 447,993 15,496,381 0.1761 20,879,932 1.3474
2009 13,005,898 2,948,484 167,547 448,941 560,541 447,617 16,683,794 0.1761 22,513,112 1.3494
2010 12,894,324 2,879,860 171,214 523,642 569,599 458,346 16,580,293 0.1761 16,683,505 1.0062
2011 12,830,764 2,621,910 172,139 485,004 628,718 472,874 16,265,661 0.1761 16,436,938 1.0105
2012 12,976,523 2,696,014 174,929 460,901 640,569 517,189 16,431,747 0.1761 20,095,665 1.2230
2013 13,313,456 2,872,202 170,041 410,573 615,933 522,010 16,860,195 0.1761 24,094,905 1.4291
2014 14,242,602 3,067,403 178,139 432,072 630,440 510,141 18,040,515 0.1761 28,743,512 1.5933
Notes:

(1) Other property assessed value included residential, commercial and industrial property before 2008.

(2) Total direct tax rate is the city share of the 1% Proposition 13 tax only for TRA 12-001.

(3) Estimated Actual Value is derived from a series of calculations comparing median assessed values from 1940 to current median sale prices. Based on these calculations a multiplier value
was extrapolated and applied to current assessed values. Information is not available before 2008.
Source: San Mateo County Assessor data, MuniServices, LLC
Excerpted from the City of San Mateo, California Comprehensive Annual Financial Report for the Year Ended June 30, 2014.
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Largest Taxpayers
Principal Property Taxpayers in the City and their taxable valuations are as follows:
City of San Mateo

Principal Property Taxpayers for the Fiscal Year 2014
(in thousands of dollars)

Percent
of Total
City
Taxable Taxable
Taxpayer Value Rank Value
Franklin Templeton Co LLC 250,339 1 1.39%
ASN Bay Meadows I LLC 244,199 2 1.35
Bohannon Development Co 184,713 3 1.02
Sobrato Interests Iii Lessee 153,945 4 0.85
Peninsula Office Park 130,723 5 0.72
EQR Townhouse Garden LLC 108,132 6 0.60
Essex Hillsdale Garden Apts 106,994 7 0.59
Park Place Realty Holding Co 102,800 8 0.57
DW Bridgepointe LLC 97,855 9 0.54
SPK San Mateo Baycenter 95744 10 0.53
Total Top 10 Taxpayers 1,475,444 8.10%
Total Taxable Value 18,039,767 100.00%

Source: San Mateo County Assessor data, MuniServices, LLC. Excerpted from the City of San Mateo, California
Comprehensive Annual Financial Report for the Year Ended June 30, 2014.

Utilities

Gas and electricity are furnished by the Pacific Gas and Electric Company. Water is distributed
through the facilities of the California Water Service Company.

Education

The City is served by two school districts and one community college district. With nearly
11,000 students, the San Mateo-Foster City School District operates all but three of its 21 schools in the
City. The San Mateo Union High School District has approximately 8,200 students, and three of its seven
high schools are located in the City. The San Mateo County Community College District has an annual
enrollment of 45,000 students in Redwood City, San Bruno and San Mateo and serves nearly all of the
County with three accredited modern campuses. The three schools are the College of San Mateo, Canada
College and Skyline College.

More than twenty nearby accredited colleges include Stanford University, College of Notre

Dame, University of California at Berkeley, University of Santa Clara, University of San Francisco and
California State Universities at San Jose and San Francisco.
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Transportation

The City is traversed by three major north-south routes: U.S. 101 (Bayshore Freeway) and
Interstate 280, which provide freeway transportation through the San Francisco Peninsula, and State
Route 82 (El Camino Real) which also passes through the Peninsula. The City is also the western
terminus of the nearly 7-mile long, 4-lane, high-level San Mateo-Hayward Bridge. The Bridge, which
spans the San Francisco Bay, was completed in 1967 at a cost of $70 million and connects the City with
Alameda County and the east bay region of the Greater San Francisco Bay Area. State Route 92 connects
the Bridge with Interstate 280 and U.S. 101.

The San Francisco International Airport is only 8 freeway miles from the City. Non-stop and
direct service to major U.S. and international cities is available from San Francisco International Airport.

Commuter service is available via either the San Mateo County Transit System or CalTrain. The

latter has a main line traversing the City, which connects San Francisco with San Jose. Served by both
major freeways and rail facilities, San Francisco and Redwood City each have deep water port facilities.
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November 21, 2014

Citizens of the City of San Mateo,
Honorable Mayor, and
Honorable Members of the City Council

State law requires that all general-purpose local governments publish within six months of the close of
the fiscal year a complete set of financial statements presented in conformity with accounting
principles generally accepted in the United States of America (U.S. GAAP) and audited in accordance
with generally accepted auditing standards by a firm of licensed certified public accountants. This
report is prepared by the City of San Mateo, Department of Finance according to Section 5.26 of the
City’s Charter. Pursuant to the requirements, we hereby issue the Comprehensive Annual Financial
Report (CAFR) of the City for the fiscal year ended June 30, 2014.

This report consists of management’s representations concerning the finances of the City and its
blended component unit. Responsibility for both the accuracy of the data and the completeness and
fairness of the presentation, including all disclosures, rests with the management of the City. To
provide a reasonable basis for making those representations, management of the City has established a
comprehensive internal control framework that is designed both to protect the government’s assets
from loss, theft, or misuse and to compile sufficient reliable information for the preparation of the
City’s financial statements in conformity with U.S. GAAP. The first note in the Notes to the Financial
Statements provides a detail explanation of the City’s significant accounting policies. Because the cost
of internal controls should not outweigh their benefits, the City’s comprehensive framework of
internal controls has been designed to provide reasonable assurance that the financial statements will
be free from material misstatement. As management, we assert that, to the best of our knowledge and
belief, this financial report is complete and reliable in all material respects.

Badawi & Associates, a firm of licensed certified public accountants, has audited the City’s financial
statements. The goal of the independent audit is to provide reasonable assurance that the financial
statements of the City and blended component unit for the fiscal year ended June 30, 2014 are free of
material misstatement. The audit involved examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements; assessing the accounting principles used and
significant estimates made by management; and evaluating the overall financial statement
presentation. The independent auditors concluded, based upon the audit, that there was a reasonable
basis for rendering an unmodified opinion on the City’s basic financial statements as of and for the
year ended June 30, 2014. The independent auditors’ report is presented as the first component of the
financial section of this report.

The analysis of the financial condition and the result of operations are in the Management’s Discussion
and Analysis (MD&A) section immediately following the auditor’s report. This transmittal letter is
designed to complement the MD&A and should be read in conjunction with the MD&A.



THE REPORT

The CAFR is presented in three sections:

e The Introduction section includes this letter
of transmittal, City Council introduction,
the City’s organizational chart, and
certificates of achievement.

e The Financial section includes the report of
the independent auditors, Management’s
Discussion and Analysis (MD&A), the basic
financial statements, including the
government-wide financial statements
comprised of the Statement of Net Position
and the Statement of Activities and the
accompanying notes to the financial
statements. The Financial Section also
includes the fund financial statements
including the governmental funds financial
statements, the proprietary funds financial
statements, the fiduciary funds financial
statements, and the combining individual
funds financial statements for the non-major
governmental funds and the internal service
funds. Required supplementary information
other than the MD&A is also included in the
financial section.

e The Statistical section includes selected
financial and demographic information, on
a multi-year basis.

Figure 1: CAFR Organization
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This CAFR includes all funds of the City, and
includes the City’s component unit, which is a
legally separate organization and for which
the City is financially accountable or whose
relationship with the City is of a nature and
significance that would cause the City’s
financial statements to be incomplete were it
not included.

In addition to the financial audit, the City
undertakes a single audit in conformance with
the Single Audit Act Amendments of 1996 and
U.S. Office of Management and Budget (OMB)
Circular A-133, Audits of State, Local
Governments, and Non-Profit Organizations.
The results of this single audit are available in
the City’s single audit report, and include a
schedule of expenditures of federal awards,
and the independent auditors’ reports on the
City’s internal controls and compliance with
legal requirements, with special emphasis on
internal controls and legal requirements
involving the administration of federal
awards.

Figure 2: San Francisco Bay Area Map

CITY PROFILE

The City of San Mateo is in San Mateo County
in the San Francisco Bay Area high-tech
enclave of Silicon Valley. The City is situated
19 miles south of San Francisco and 30 miles



north of San Jose, and covers an area of 14.6
square miles, including 3.87 square miles of
tidelands from the Bay to the east and coastal
mountains to the west. With its Mediterranean
climate, citizens enjoy warm, sunny summers
and mild damp winters, ideal for various
recreational activities in the City’s many
neighborhood and regional parks, as well as
mountain trails and sailing in the Bay.

San Mateo has a vibrant business and retail
environment with national and international
businesses, two major shopping centers and an
active downtown. Downtown San Mateo is
considered to be one of the larger, well-
developed, more prominent suburban
downtowns in the Bay Area with over 800
shops and restaurants, many of them in
renovated historic buildings from the late 19t
and early 20th centuries. The San Mateo
Performing Arts Center hosts productions by
numerous local, regional, and international
artistic enterprises, including the Peninsula
Ballet Theatre, the Peninsula Civic Light
Opera, and the Peninsula Symphony. San
Mateo has abundant shopping areas, including
the Hillsdale Shopping Mall, the Bridgepointe
Shopping Center, and Downtown San Mateo.

Figure 3: San Mateo County Map

One of the larger suburbs of the San Francisco
Peninsula, San Mateo is bordered by the cities
of Burlingame to the north, Foster City to the
east, Belmont to the south, and Hillsborough
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and San Mateo County to the west. The City
of San Mateo has an estimated population of
100,106, compared to 745,193 residents in San
Mateo County as projected by the California
Department of Finance.

CITY HISTORY

The first inhabitants of what is now the City of
San Mateo were members a tribe of the Ohlone
Indians (called Coastanoans by Spanish
explorers). This Tribe lived in the area from
South San Francisco to Belmont for at least
4,000 years before explorers first arrived on the
Peninsula. In 1776, Spanish explorers came to
today's San Mateo. During a scouting trip to
locate a place to start a colony on the
Peninsula, Lieutenant Colonel Juan Bautista de
Anza, Padre Pedro Font, Lieutenant Jose
Joaquin Moraga, and eleven soldiers set up
camp in San Mateo. Father Font named the
creek that they slept by "San Mateo Creek." In
1793, the mission fathers in San Francisco
created an outpost of the mission on the
Peninsula. The outpost was the first building
built in San Mateo by non-natives.

In 1822, California received word of Mexico's
independence from Spanish rule. The Mexican
Land Grants (1835) would leave a few
residents owning vast expansions of land in
the area. These ranches were so large that what
is now the City of San Mateo is comprised of
only two land grants - Rancho San Mateo and
Rancho de las Pulgas. The year 1889 saw
many important events in the developing San
Mateo community. Under head engineer,
Herman Schussler, the Crystal Springs dam
was completed. The completion of this project
assured that the people of San Mateo would
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Figure 4: Main Street, San Mateo, California, 1909

have quality drinking water, allowing for
further growth in the area.

In the same year William Howard had part of
his estate opened for subdivision, the first
successful attempt at selling smaller plots of
land. With this, the middle class moved to San
Mateo. In this same year, Richard H. Jury and
Charles N. Kirkbride established the “Leader”,
San Mateo's first successful newspaper, and he
was one of the earliest proponents of the
incorporation of San Mateo. On September 3,
1894, with a vote of 150 in favor and 25 against
incorporation, San Mateo became a town.

CITY ORGANIZATION

The City was incorporated in 1894, and was
originally chartered in 1922. The current
charter was adopted in 1971 and revised in
2002. San Mateo has a Council-Manager form
of government. Five Council members serve
at-large for four-year terms. The Council
selects a Mayor from among its members each
December for a one-year term. The City
Manager is appointed by the Council, and
serves as chief executive officer responsible for
the day-to-day administration of City affairs.
The City Council also appoints a City
Attorney. There are ten Advisory Boards and
Commissions appointed by the City Council.

The City provides a full range of municipal
services, including police and fire protection,
public works, parks & recreation, library,
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planning and zoning, building, sewer system,
street maintenance, economic development,
and general administrative services. The City
offers 30 parks, six recreation centers, an 18-
hole golf course, and three libraries including a
state-of-the-art main library. California Water
Service, a private company, provides water to
City residents.

The City's management has adopted a set of
"organizational principles" that reflect the
City’s management philosophy. These
principles are:

e Service to the community is our purpose;
We all work for one organization;
Look at the long term;

e Seek constant improvement; and

e Lead by example.
These principles are intended to guide
management actions throughout the City
organization. The goals of City management
are to see that necessary and desired services
are provided in an efficient and effective
manner and that planning and continued
improvement take place to provide for the
community's future.

The City operates on a two-year budget cycle
(Business Plan). The two-year budget process
requires that each department submit two one-
year expenditure plans and revenue estimates
to the City Council for approval. In each
alternate year the department directors
presented mid-cycle performance reports to
the City Manager and City Council
summarizing budget status to date and to gain
approval for year-two funding. The City
utilizes a five-year plan for capital
improvements. The plan serves as a guide for
allocation of future resources.

The City maintains budgetary controls that
have the objective of ensuring compliance with
legal provisions embodied in the annual
appropriated budget submitted by the City
Manager and adopted by the City Council. All
activities of the General Fund and the debt



service funds are included in the annual
appropriated operating budget, and most of
the activities of the special revenue funds are
also appropriated annually with the exception
of capital project expenditures. The annual
operating budget and the long-term capital
improvement plan are adopted on or before
June 30 by City Council and can only be
amended by City Council. The two-year
Business Plan for operations is adopted in June
of every even-numbered year and is amended
in the second year of the Business Plan as part
of the annual budget process development.

Departmental operating budgets may be
reallocated among programs within a
department, but expenditures may not exceed
annually budgeted appropriations at the
department level without Council approval.
Project-length budgets are adopted for the
some special revenue funds and all capital
project funds. Capital improvement
expenditures may not exceed budgeted
amounts without Council approval.

Budgetary control (the level at which
expenditures and encumbrances cannot legally
exceed the appropriated amount) is
established at the department level within
individual funds, except for some special
revenue and all capital project funds which are
at the funded project level.

The City has an Audit Committee consisting of
the Mayor and Deputy Mayor. The audit
committee is responsible for the selection and
management of the external auditor. The
Audit Committee discusses with the external
auditor any matters related to the audit, and
also accepts the results of the annual financial
audit.

LOCAL AND REGIONAL ECONOMY

The information presented in the financial
statements is perhaps best understood when it
is considered from a broader perspective of the
specific environment in which the City
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operates. The City is one of the major centers
of economic activity in San Mateo County,
serving as a business, recreational,
educational, and cultural hub. Employment in
San Mateo is concentrated in three sectors:
professional and financial services; retail;
health, educational and recreational services.

The City boasts a diversity of over 8,000
businesses supporting its employment and
retail base. Key examples include:
e Franklin Templeton Investments - world
headquarters, a global investment firm;
e Macy's, Nordstrom, Sony PlayStation
and Target - national retailers in both the
high-end, electronic and value-oriented
segments of the retail spectrum;
e Cafepress.com, NetSuite, and Keynote
Systems - internet-related businesses;
e Solar City - a full service energy
company; and
e GoPro - photographic equipment and
software company.

The economy has recovered from the recent
recession with most revenues increasing in
fiscal year 2014. Most economic indicators
show improvement. The local real estate
market saw an increase in values over the year.
San Mateo’s net assessed value for 2014-15 is
an estimated $19.4 billion, a 7.4% increase over
the 2013-14 assessed value.

The median price of single-family residential
homes in the City in September 2014 increased
11.1% compared with December of last year, or
from $750,000 to $800,000, which was slightly
less than for in the County as a whole
registering an 11.9% increase from $875,000 to
$839,500.

From January 2011 to September 2014, the
median sale price for a single-family home in
San Mateo increased 48.7%.



Figure 5: HdL Property Tax Division, September 2014

Regionally, economic conditions also appear to
be strong. The job market within the City
boundaries is stronger than in the County, and
much stronger than California’s. The Bureau
of Labor Statistics unemployment data has, as
of June 2014, California’s rate at 7.3%,
compared with 6.1% nationally.

Comparatively better, the unemployment rate
for the City was 3.3%, down from annualized
rate of 4.3% for 2013. The unemployment
figure in San Mateo County was 4.2% in June
2014. A low rate of unemployment signals an
economy that has recovered from the recent
recession, with the City’s rate having nearly
dropped to its 2007 low point of 3.0%.

Figure 6: US Bureau of Labor Statistics, June 2014

The general economy continues to be
challenged by forces such as high levels of
private and public debt, tighter credit markets,
and uncertainty related to the expectation of
increasing interest rates and inflation.
However positive trends in employment,
strong manufacturing activity, sustained
export growth, and the strong financial
conditions of many businesses, demonstrate
the economy’s resiliency. Sustained economic
vitality will provide more certainty for future
financial forecasts.

City FINANCIAL POLICIES & PLAN

The City, as with the rest of the nation and
most of the world, experienced a significant
recession in 2009, causing the largest decline in
City revenues since the 1930’s. Formal
financial policies, as well as operating
practices, enabled the City to maintain core
services and minimize the impact to citizens
and employees wherever possible. Formal
policies exist in areas such as balanced
budgets, revenue diversification and use of
one-time and unpredictable revenues,
operating expenditures, reserves, investments,
and debt.

Following prudent financial policies and
procedures builds community trust. In
November 2009, San Mateo voters approved
Measure L to allow the City to impose a Y4 cent
general sales tax on purchases made in the
City. This measure generated $4.85 million in
additional revenue for FY 2013-14 to support
General Fund operations. This tax will expire
April 2018.

REVENUE ADMINISTRATION

The City’s two main sources of revenue for
operating expenditures are property and sales
taxes, which make up 63.2% of total General
Fund revenues. In addition, the City’s revenue
administration includes a review of all fees,
fines, and charges for services to ensure the



charges are meeting cost recovery goals. One-
time and unpredictable revenues are spent on
one-time costs, such as equipment
replacement, or transferred to capital
improvement funds for repair and
rehabilitation projects.

EXPENDITURE ADMINISTRATION

Both City departments and the Finance
Department carefully review expenditure
budgets. The department directors are
responsible for containing expenditures within
their Council approved budgeted
appropriations. Careful attention is paid to
ensure departments are meeting projected
vacancy savings and that excess budget is not
transferred to non-personnel line items. The
City also maintains an encumbrance
accounting system as an additional means of
budgetary control. Encumbered amounts in
the operating budget lapse one year after the
end of the fiscal year. For 2014, continued
control of salary and benefit costs, as well as
controls in other spending areas, resulted in
the General Fund’s expenditures totaling
below budget appropriations by year-end.

RESERVES

The City has two reserves in its General Fund
to address budgetary shortfalls. The City
Council’s budget policy for the use of reserves
varies depending on the reserve type but
generally limits the use of reserves to respond
to revenue shortfalls, unanticipated
expenditures, severe economic downturns, or
natural disasters. The policy further states that
use of reserves should be combined with
structural changes to bring the budget back
into balance. The General Fund reserves
adopted by City Council policy seek to reflect
three months of General Fund budgeted
operating expenditures, or 25%. These
General Fund reserves are expected to meet
the 25% of the future year’s budgeted
expenditure reserve target, estimate to total
$22.7 million.
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There are additional reserves established in the
City’s other funds for vehicle and equipment
replacement, workers” compensation and
general liability, capital improvements, special
revenue funds, and the City’s sewer enterprise
fund. The Sewer Enterprise Fund has an
unrestricted net position of 82% of operating
and debt interest expenditures, exceeding City
enterprise reserve policy of four months of
expenditures or 33%. The reserves have been
built up to provide sufficient liquidity to the
Sewer Fund as it begins its participation in the
reimbursement process of the State’s revolving
loan program.

DEBT ADMINISTRATION

The City manages the issuance of new debt
and proactively communicates with the
investment community in the administration
its outstanding debt. In doing so the City seeks
to ensure that debt is issued prudently and
affordably, and bondholders are provided all
the information required by the Municipal
Securities Rulemaking Board as governed by
the Securities and Exchange Commission.

Proposition 13 amended the State Constitution
by requiring California cities obtain voter
approval prior to issuing general obligation
bonds. State statutes further limits general
obligation bonded debt to 15% of the actual
value of taxable property within the City. At
June 30, 2014, the City’s general obligation
bonded debt of $28.85 million, subject to this
restriction, amounted to 1.06% of the $2.7
billion legal debt limit.

According to standard measures used by the
primary credit rating agencies to assess debt
(e.g. fund balance as a percent of operating
expenses, debt-to-assessed ratios, debt per
capita, etc.), the City’s level of direct debt
obligations are considered low in comparison
with similarly sized cities. Rating agencies cite
the City’s strong financial management and
prudent fiscal policies as credit strengths. As
of June 30, 2014, the City is rated AA+ by the



two major credit rating agencies: Standard &
Poor’s and Moody’s Investor Service. The City
of San Mateo Joint Powers Public Financing
Authority manages four bond issues totaling
$35.7 million.

CASH MANAGEMENT

The State Government Code regulates the
securities in which the City may invest its
funds. Legally permissible investments are
obligations of the United States Government,
its agencies, and sponsored corporations,
prime bankers” acceptances, prime commercial
paper, certificates of deposit issued by banks
and savings and loan institutions, highly rated
municipal securities, money market funds that
purchased only the types of securities
specified herein, and other similar securities as
authorized by Government Code.

The objectives of the City Council adopted
investment policy, in order of priority, are to
maintain principal, to ensure the availability of
funds to meet obligations promptly, and to
maximize yield on the investment portfolio.
Bank deposits are either insured by federal
deposit insurance or collateralized according
to state law. Investments are held at a third-
party bank in a safekeeping account in the
City’s name. The City had a total cash and
investments portfolio of $220.8 million at fiscal
year 2013-14.

LONG-TERM FINANCIAL PLANNING

The City of San Mateo has a long tradition of
disciplined and prudent fiscal management.
Following significant management actions
reducing expenditures to meet declining
revenues during the economic downturn in
2009, the City hoped that the citizens” passage
of Measure L 4 sales tax increase would
provide sufficient resources to supplement
City reserves. Despite the support of the
community and City employees through labor
concessions, the depth and length of the
recession inhibited the City ability to attain its
financial objectives. In the fall of 2010, the City
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embarked on a Financial Sustainability
Planning Process to provide a framework for
the formal review of the General Fund’s long-
term structural imbalance between revenue
and expenditure growth, and to move beyond
previous “bridge” solutions towards
permanent, sustainable solutions that sought
to ensure consistent delivery of critical services
to San Mateo residents. This planning process
achieved various strategies for achieving
financial sustainability that were adopted by
the City Council that included both temporary
and permanent measures to keep the General
Fund budget in balance. Temporary measures
included suspension of contributions to capital
project funds, budget saving targets in each
operating department, and employee labor
concessions. Long-term measures included
restructuring employee compensation to
produce meaningful cost sharing with
employees for pension and health benefits.

The financial sustainability strategies
implemented over the past few years have
successfully achieved not only a balanced
General Fund budget, but also created a
mechanism for the City to accumulate
sufficient resources to grow itself out from
under its formerly narrow reserve position.
The FY 2013-14 General Fund unassigned fund
balance was 41.3% of General Fund
expenditures.

The City continued the Financial Sustainability
Planning Process as part of its recently
adopted 2014-2016 Business Plan. To this end,
the City continually updates a long-term
General Fund financial projection model
designed to inform decision makers of the
long-term impacts of near-term financial
proposals. The City also maintains a five-year
long-range capital planning process and
capital improvement plan that is annually
updated. This plan drives capital project
funding decisions and periodic new bonded
debt issuances for larger capital infrastructure
investments. For operations, revenues are



forecasted out for eight years to account for
expected changes to existing revenues, such as
sun-setting revenues, and to project any future
deficits between revenues and expenditures.

The funding challenges the City of San Mateo
continues to face are common among local
governments today given the extent of the
recent economic downturn, its impact on
revenues, and continued pressures brought on
by rising personnel and pension costs.

MAJOR DEVELOPMENT INITIATIVES

BAY MEADOWS PHASE II DEVELOPMENT
Bay Meadows Phase II is a major transit-
oriented mixed-use redevelopment at the
former Bay Meadows Race Track demolished
in 2008. Development plans on the 83 acre site
include a significant amount of residential,
commercial office, and retail space along the
Caltrain commuter rail corridor. Bay
Meadows Land Company, LLC currently has
City approvals for 1,066 residential units,
770,000 square feet of commercial class A
office space, 33,000 square feet of professional
office space above ground floor retail, and
90,000 square feet of retail and restaurant
space. Infrastructure construction started in
2009 and vertical construction started in 2012. .

In 2011 the City Council authorized bonded
indebtedness not exceed $92 million to finance
public infrastructure for this project, which
included 16 acres of public streets and
approximately 15 acres of public park land. To
date, the public streets are complete, and the
parks known as Paddock Park (1.5 acres) and
Bay Meadows Park (12 acres) were accepted
by the City and opened to the public.

In January 2012, the City of San Mateo Bay
Meadows Community Facilities District (CFD)
issued $31.8 million Special Tax Bonds,
secured by the special taxes levied within the
Bay Meadows Community Facilities District.
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In January 2013 a second series of CFD bonds
were issuance for $26 million. A third series of
CFD bonds were issued in January 2014 for an
amount not to exceed $28.475 million. All
three of these bond issues were within the
authorized $92 million debt cap of the CFD
project.

NUEVA HIGH SCHOOL

Adjacent to Bay Meadows Park in the Bay
Meadows Phase II project site is the Nueva
High School project, a private high school with
a maximum enrollment of 450 students.
Nueva School (grades PreK-8th grade) located
in the neighboring Town of Hillsborough is a
nationally recognized school serving gifted
students. The new high school opened in
September 2014 and serves as a satellite
campus. Total square footage of the school
buildings is 134,000, in addition to a parking
garage. A second phase of construction
including a 425-seat performing arts theatre
and a classroom building is anticipated to start
in a few years.

STATION PARK GREEN MIXED-USE PROJECT
Station Park Green, located on the site of a
former Kmart site, is a 12-acre transit-oriented
mixed-use redevelopment project near a
Caltrain station and State Route 92. The project
includes 599 residential units, 10-15,000 square
feet of office space and 25-30,000 square feet of
retail and restaurant space. Approximately 3.4
acres of parks and open space is also included.
The original Station Park Green project
including the Specific Plan and Design
Guidelines were approved by the City Council
in 2011. The City is currently reviewing
discretionary planning applications for the site
plans and building designs, as well as
revisions to the Specific Plan and Design
Guidelines. City approval is anticipated in
early 2015 with construction commencing the
same year.



ELKHORN COURT APARTMENTS

The Elkhorn Court project consists of a mixed-
use development on a 4-acre parcel containing
both commercial office and multi-family
residential uses at 220 West 20t Avenue and
1950 Elkhorn Court. The project includes two
buildings: a residential building with 197
apartment units and a 126,000 square foot
commercial office building, along with an
associated parking garage and landscaping.
Approved by the Planning Commission in
May of 2011, construction of the residential
portion of the project began in late 2012 with
completion estimated in late 2014. A
timeframe for construction of the office
component has not yet been set.

800 & 888 N. SAN MATEO DR. APARTMENTS
The 800 & 888 North San Mateo Drive
Apartments project includes the demolition of
two commercial office buildings and the
construction of 155 apartments with building
floor area of approximately 205,700 square feet
on a 3-acre site located on the southwest
corner of Peninsula Avenue and North San
Mateo Drive, near the Burlingame Caltrain
station. The project was completed in 2014.

2090 S. DELAWARE STREETAPARTMENTS
The 2090 Delaware Apartments project
includes 111 apartment units on a 2.4-acre site
located on the northwestern corn of S.
Delaware Street and Pacific Blvd. Approved
by the Planning Commission in July of 2012,
construction of the project began in Spring of
2013 with completion estimated by the end of
2014.

1990 & 2000 S. DELAWARE
STREETAPARTMENTS

The City Council approved 120 apartment
housing units on the 2.1 acre former Police
Station site in May 2011. Construction is
completed on the “north” building with 60 low
to very low income units and construction is
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currently underway for the “south” building
with 60 moderate rate units.

SEWER UTILITY INFRASTRUCTURE NEEDS

A major initiative involving the capital
improvement plan for the sewer utility was
put into action involving over $800 million in
improvements to the wastewater treatment
and collection systems in compliance with the
State of California Water Quality Control
Board’s Cease and Desist Order. This program
of capital projects will span 20 years and be
funded with a combination of operating
surpluses, regular sewer charge rate increases,
capital contributions from the system’s sub-
regional partners, bond financing and state
revolving fund loans. Initial sewer revenue
bonds were issued in 2011 for $31.9 million. A
second revenue bond issuance was undertaken
in July of 2014 that included a current
refunding of outstanding debt on the Series
2003 revenue bonds (balance at June 30, 2014
of $16.3 million) and $18 million in new
financing for infrastructure needs. Long-range
capital improvement plans and an updated
Integrated Sewer Master Plan to meet the
Order are being developed. Additional sewer
utility revenue bonds needed to finance
infrastructure upgrades required by the State
are anticipated in the future ten years.

REDEVELOPMENT SUCCESSOR AGENCY
California redevelopment agencies were
dissolved on February 1, 2012 by the California
legislator and governor. The Successor
Agency to the Redevelopment Agency of the
City of San Mateo received its Finding of
Completion letter from the California
Department of Finance (DOF) in April of 2013.
The Successor Agency’s Long Range Property
Management Plan was submitted to the DOF
in October 2013 and is under review by the
DOF.
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AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association
of the United States and Canada (GFOA)
awarded a Certificate of Achievement for
Excellence in Financial Reporting to the City
for its CAFR for the year ended June 30, 2013.
The Certificate of Achievement is a national
award recognizing conformance with the
highest standards for preparation of state and
local government financial reports. To be
awarded a Certificate of Achievement, the City
must publish an easily readable and efficiently
organized CAFR. This report must satisfy both
US GAAP and applicable legal requirements.
This was the twenty-fourth consecutive year
that the City has received this award. A
Certificate of Achievement is valid for one
year only. We believe this FY 2013-14 CAFR
continues to conform to the Certificate of

Respectfully submitted,

= ;«.,::'. i //e‘; ( )’f..?;?'(.i:.-)-ri' —
(\ ) ‘ r_’f/ B
Larry A. Patterson
City Manager

[ ~
TAWERIS

g al L ?\ Li'tg-ﬁ_
David P. Culver
Finance Director
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Achievement program requirements and will
submit it to the GFOA to determine its
eligibility for another certificate.

The preparation of this CAFR could not have
been accomplished without the efficient and
dedicated service of a highly qualified staff in
the Finance Department. The dedication and
cooperation of staff in all City departments in
the administration of financial policies
throughout the year is also appreciated. We
also acknowledge the thorough and
professional manner in which our independent
auditors, Badawi & Associates, conducted
their audit.

In closing, City staff wishes to express deep
appreciation to the City Council for their
leadership, support and responsiveness to the
financial concerns of the City.
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San Mateo, California

City Council - 2014

Robert Ross, Mayor
Maureen Freschet, Deputy Mayor
Joe Goethals, Council Member
David Lim, Council Member

Jack Matthews, Council Member

xvi


mdesai
Text Box
xvi


Xvii


mdesai
Text Box
xvii


CITY OF SAN MATEO ORGANIZATION

COMMUNITY OF SAN MATEO

BOARDS & COMMISSIONS

Civic Arts Commission (CAC)
Community Improvement
Community Relations

Parks & Recreation

Library

Personnel
Planning
Public Works

Senior Citizens
Youth Advisory Council

CITY COUNCIL

CITY ATTORNEY

Housing Rehabilitation Loan
CITY MANAGER CITY CLERK
OPERATING DEPARTMENTS
POLICE FIRE F\;\';J;?Lég SCOMMUNITY PAEKS LIBRARY FINANCE L

REC

XViii



mdesai
Text Box
xviii


June 30, 2013

XixX


mdesai
Text Box
June 30, 2013

mdesai
Text Box
xix


XX



INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and Members of the City Council
of the City of San Mateo
San Mateo, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the City of San
Mateo, California (City) as of and for the year ended June 30, 2014, and the related notes to the financial
statements, which collectively comprise the City’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Address: Phone: Fax:



To the Honorable Mayor and Members of the City Council
of the City of San Mateo

San Mateo, California
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the City as of June 30, 2014, and the respective
changes in financial position, and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, budgetary comparison information on pages 5-19 and 113-116,
and schedules of funding progress for defined benefit pension plans and other post employment
benefits be presented to supplement the basic financial statements. Such information, although not a
part of the basic financial statements, is required by the Governmental Accounting Standards Board,
who considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The introductory section, combining and
individual nonmajor fund financial statements, budgetary comparison schedules on pages 127 to 137,
statistical section, and continuing annual disclosure, are presented for purposes of additional analysis
and are not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements and budgetary comparison
schedules on pages 127 to 137 are the responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the combining and individual nonmajor fund financial statements and the schedule of expenditures of
federal awards are fairly stated in all material respects in relation to the basic financial statements as a
whole.
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The introductory section, statistical section, and continuing annual disclosure have not been subjected
to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we
do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 21,
2014, on our consideration of the City’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the City’s internal control
over financial reporting and compliance.

Badawi and Associates
Certified Public Accountants
Oakland, California
November 21, 2014






MANAGEMENT’S DISCUSSION & ANALYSIS

Management of the City of San Mateo (City) offers readers of the financial statements this
narrative overview and analysis of the financial activities of the City for the fiscal year ended June
30, 2014. Readers are encouraged to consider the information presented here in conjunction with
additional information that is furnished in our letter of transmittal. The focus of the information
herein is on the primary government.

FINANCIAL HIGHLIGHTS

» The City of San Mateo financial position is strong. The City’s assets exceeded liabilities at
the close of the fiscal year by $604.8 million (net position). Of this amount, $101.4 million
(unrestricted net position) may be used to meet the City’s ongoing obligations.

» The City’s net position increased by $34.5 million, or 6.0% over the prior fiscal year.

o At the close of the fiscal year, the City's governmental funds reported combined ending
fund balance of $110.3 million, an increase of $22.2 million or 25.2% from the prior year.
Approximately $34.1 million (30.9%) of the fund balance is available for spending at the
government’s discretion (unassigned fund balance).

» The City’s sewer enterprise utility net position increased by $7.8 million during the fiscal
year, or 8.2% over the prior year.

.

At the end of the fiscal year, the unassigned fund balance of the General Fund was $34.1
million, which represents 41.3% of total General Fund expenditure.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended as an introduction to the City’s basic financial
statements. The basic financial statements comprise three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. In
addition to the basic financial statements, also provided is required supplementary information.

GOVERNMENT-WIDE FINANCIAL STATEMENTS
The government-wide financial statements are designed to provide readers with a broad
overview of the City’s finances, in a manner similar to private-sector businesses.

The Statement of Net Position presents information on all of the City’s assets and liabilities, with
the difference between the two reported as net position. Over time, increases or decreases in net
position may serve as a useful indicator of whether the City’s financial position is improving or
deteriorating.

The Statement of Activities reports how the City's net position changed during the most recent
fiscal year. All changes in net position are reported as soon as the underlying event giving rise to
the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal periods
(e.g., uncollected taxes, loan receivables, and earned but unused vacation leave).
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The governmental activities reflect the City’s basic services, including general government,
community development, public safety, public works, parks and recreation, and library. Property
and sales taxes finance the majority of these services.

The business-type activities reflect private-sector-type operations, such as Sewer and Golf, where
fees for services typically cover all or most of the cost of operations, including depreciation.

The government-wide financial statements include not only the City itself (referred to as the
primary government), but also other legally separated entities for which the City is financial
accountable. Financial information for the City’s one component unit is reported separately from
the financial information presented for the primary government itself. The component unit,
although legally separate, functions essentially as an agency of the City and therefore, is included
as an integral part of the City. The government-wide financial statements can be found on pages
25-27 of this report.

FUND FINANCIAL STATEMENTS

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The City uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the City can
be divided into three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. Governmental fund
financial statements focus on near-term inflows and outflows of spendable resources, as well as
on balances left at year-end that are available for spending. Consequently, the governmental fund
financial statements provide a detailed short-term view that helps the reader determine whether
there are more or fewer financial resources that can be spent in the near future to finance the
City’s programs. Because this information does not encompass the long-term focus of the
government-wide statements, additional information is provided that reconciles the
governmental fund financial statements to the government-wide statements explaining the
relationship (or differences) between them.

The governmental funds comprise 16 individual funds. Information is presented separately in the
governmental funds balance sheet and in the governmental funds statement of revenues,
expenditures and changes in fund balances the general, capital projects, HOME, City housing and
low-moderate income housing funds, each of which is considered to be a major fund. Data for
the other 11 governmental funds are combined into a single aggregated presentation. Individual
fund data for these non-major governmental funds is provided in the form of combining
statements, beginning on page 122 of this report. The basic governmental fund financial
statements can be found on pages 32-37 of this report.

The City adopts an annual appropriated budget for the General Fund and all other governmental
funds. Budgetary comparison schedules, beginning on page 113, have been provided to
demonstrate compliance with these budgets in accordance with U.S. GAAP.

The City maintains two types of proprietary funds: enterprise and internal service. Enterprise
funds are used to report the same functions presented as business-type activities in the
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government-wide financial statements. The City uses enterprise funds to account for its Sewer
and Golf funds. Internal service funds are an accounting device used to accumulate and allocate
costs internally among the City’s various functions. The City uses internal service funds to
account for its general liability, fleet and building maintenance, vehicle and equipment
replacement, workers compensation, dental, and other employee benefit programs. The internal
service funds provide services that predominantly benefit governmental rather than business-
type functions. They have been included within governmental activities to reflect the
consolidation for internal services fund activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide separate
information for Sewer and Golf. Data for the two enterprise funds and all of the internal service
funds are combined into their respective single aggregated presentations. Individual fund data
for the non-major internal service funds is provided in the form of combining statements
elsewhere in this report. The basic proprietary fund financial statements can be found on pages
40-42 of this report.

Fiduciary funds are used to account for resources held on behalf of outside parties, including
other governments. When these assets are held under the terms of formal trust agreement, a
private-purpose trust is used. The City maintains a private-purpose trust fund for the Successor
Agency of the City of San Mateo Redevelopment Agency (Successor Agency). Agency funds
generally are used to account for assets that the City holds on behalf of others as their agent.
Fiduciary funds are not reported in the government-wide financial statements because the
resources of these funds are not available to support the City’s own programs. The accounting
used for fiduciary funds is much like that used for proprietary funds. The basic fiduciary fund
financial statements can be found on pages 44-45 of this report.

Notes to the Basic Financial Statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial Statements. The
notes to the basic financial statements can be found on pages 48-110 of this report.

Other information in addition to the basic financial statements and accompanying notes is
presented in the form of certain required supplementary information concerning the City’s
budgetary comparison schedules for all major governmental funds and the City’s progress in
funding its obligation for the provision of pension and other post employment benefits to its
employees. The combining statements supplementary information referred to earlier in
connection with non-major funds and internal services funds are also presented in this section.
Required supplementary information can be found on pages 112-118 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of a government's
financial performance. In the case of the City, assets and deferred outflows exceeded liabilities by
$604.8 million at the close of the fiscal year. A portion of the City’s net position, $101.4 million
(16.8%), is unrestricted and may be used to meet the City’s ongoing financial obligations. This
portion represents resources that are not restricted by external requirements nor invested in
capital assets.
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Net position of $414.9 million (68.6%) reflect investment in capital assets (e.g., land, buildings,
infrastructure, machinery, and equipment), less any related debt used to acquire those assets that
is still outstanding (net invested in capital assets). The City uses these capital assets to provide
services to citizens; consequently, these assets are not available for future spending. Although the
City’s investment in its capital assets is reported net of related debt, it should be noted that the
resources needed to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities.

Net positions of the City also totaled $88.5 million (14.6%) in restricted net position. These are
resources subject to external restrictions as to how they may be used, such as housing and
economic development, capital projects, debt service and other purposes. At the end of the fiscal
year 2013-14 the City is able to report positive balances in all categories of net position, both for
the government as a whole, as well as for its business-type activities.

Table 1 reflects the City’s net position as of June 30, 2014 and June 30, 2013:

TABLE 1: CITY OF SAN MATEO NET POSITION

Amounts expressed in millions

Governmental Business-Type Total
Activities Activities Primary
Government

13-14 12-13 13-14 12-13 13-14 12-13

Current and other assets $205.7 $182.5 $32.1 $28.0 $237.8 $210.5

Capital assets 394.2 391.1 127.0 121.9 521.2 513.0

Total assets 599.9 573.6 159.1 149.9 759.0 723.5

Deferred loss on refunding 1.2 - 0.9 - 2.1 -

Total deferred outflows of resources 1.2 - 0.9 - 21 -

Other liabilities 20.6 19.1 41 3.9 24.7 23.0

Non-current liabilities 75.8 76.0 55.8 52.7 131.6 128.7

Total liabilities 96.4 95.1 59.9 56.6 156.3 151.7

Net position 338.4 333.7 76.4 70.2 414.9 403.9
Net invested in capital assets

Restricted 82.6 80.5 6.0 9.2 88.5 89.7

Unrestricted 83.7 64.3 17.7 13.9 101.4 78.2

Total net position $504.7 $478.5 $100.1 $93.3 $604.8 $571.8
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GOVERNMENTAL ACTIVITIES
Governmental activities increased the City’s net position by $26.8 million (5.6%) for the fiscal year
ended June 30, 2014. Key elements of the increase are as follows:

e Property and sales taxes totaled 72.5% of all tax revenues and 47.7% of all governmental
activities’ revenues.

e Property taxes, all recorded in the governmental funds, totaled $42.5 million for an
increase of $4.3 million (11.3%). San Mateo County reassessed a significant number of
parcels by recapturing previously reduced property value instituted by Proposition 8. The
increase of property tax revenue is also due to $849,000 in additional state distributions for
property tax in lieu of vehicle license fees, commonly referred to as the VLF swap.

e Property transfer taxes revenue increased by $3.2 million (50.2%) due to an acceleration of
residential and commercial property sales activity during the period.

e Sales tax receipts decreased by $201,000 (-0.8%) as retail sales kept pace with the prior
year.

e Investment earnings increased by $1.4 million due a restructuring of the portfolio from
money market investments to medium-term instrumentalities and improved market value
performance of the City’s overall portfolio.

e Transient occupancy tax collections increased $513,000 (8.0%) due to higher occupancy
levels at the major hotels within the City.

e Business tax revenue increased by $523,000 (10.6%) due to increased income levels of
existing businesses and additional collections of past due business tax accounts.

e Capital grants and contributions revenue of $12.3 million decreased from the prior year by
$9.8 million (-44.2%) due to a prior year one-time $11.9 million donation of capital assets
consistently of two parks from the Bay Meadows Phase II Development. Capital grants
and contributions in the current fiscal year consisted of additional gas tax subventions and
one-time contributions; the first contribution from the Successor Agency of $3.3 million of
former San Mateo Redevelopment Agency bond proceeds to augment funding for the
construction of Fire Station #24, and the second totaling $1.73 million in Bay Meadows
Phase II donated public improvements.

e Total expenses increased by $7.2 million (6.9%) reflecting increased costs to meet
increasing operating service demands in all the governmental program functions.

Table 2 on the following page reflects the City’s net changes in net position for FY 2013-14 and FY
2012-13.
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TABLE 2: CITY OF SAN MATEO STATEMENT OF CHANGES IN NET POSITION

(Amount expressed in millions)

Revenues:
Program revenues:

Charges for services

Operating grants & contributions

Capital grants & contributions

General revenues:
Property taxes
Sales taxes

Property transfer taxes

Business, hotel & other taxes

Franchise fees
Motor vehicle in lieu fees

Investment earnings

Total revenues

Expenses:

General government
Community development
Public safety

Public works

Parks and recreation
Library

Interest on long term debt
Sewer

Golf

Total expenses

Change in net position

Net position - Beginning of Year

(as restated)

Net position - End of year

Governmental Business-Type Total
Activities Activities Primary Government
13-14 12-13 13-14 12-13 13-14 12-13

$29.2 $27.6 $30.8 $31.2 $60.0 $58.8
4.6 5.7 - - 4.6 5.7
12.3 221 1.3 0.9 13.6 23.0
42.5 38.2 425 38.2
23.6 23.8 23.6 23.8
9.5 6.3 9.5 6.3
12.6 11.5 12.6 11.5
2.9 2.8 2.9 2.8
0.1 0.1 0.1 0.1
14 - 0.3 - 1.7 -
138.7 138.1 324 321 171.1 170.2
11.3 10.1 11.3 10.2
6.2 54 6.2 54
52.2 50.0 52.2 50.0
18.9 16.8 18.9 16.8
14.5 13.7 14.5 13.7
7.0 6.5 7.0 6.5
1.7 21 1.7 21
22.2 23.2 22.2 23.2

2.7 2.5 2.7 2.5

111.8 104.6 24.9 25.7 136.7 130.3
26.9 33.5 7.5 6.4 34.4 39.9
477.8 445.0 92.6 86.9 570.4 531.9
$504.7 $478.5 $100.1 $93.3 $ 604.8 $571.8

Total expenses of all governmental activities for the fiscal year were $111.8 million. General
government expenses in FY 2013-14 were $11.3 million or 10.1% of total governmental activities
expenses, reflecting an increase of 11.0%. Public safety (police and fire) expenses were $52.2
million or 46.7% of total expenses, and increase of 4.4%. Public works” expenses were $18.9
million or 16.9% of total expenses, and increase of 13.1%. Parks and recreation expenses were
$14.5 million or 13.0% of total expenses, and increase of 5.4%. Library expenses were $7.0 million
or 6.2% of total expenses, and increase of 7.7%.
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The remainder of the governmental activities expenses were community development expenses
totaling $6.2 million or 5.6% of total governmental expenses which increased by $854,000, and
interest on long-term debt of $1.7 million or 1.5% of the total declined by $393,000 or -18.7%.

11
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The cost of all governmental activities for fiscal year ended June 30, 2014 was $111.8 million.
However, as shown in the statement of activities, the amount that taxpayers ultimately financed
was $91.2 million because some of the costs were paid by those directly benefiting from the
programs ($29.2 million), or by other governments and organizations subsidized programs with
operating grants and contributions ($4.6 million) or capital grants and contributions ($12.3
million). Overall, the City’s governmental program revenues were $46.1 million. The City paid
for the remaining “public benefit” portion of governmental activities with $91.2 million in taxes
(some of which could only be used for certain programs) and investment earnings of $1.4 million.

BUSINESS-TYPE ACTIVITIES
Business-type activities increased the City’s net position by $7.5 million for the fiscal year ended
June 30, 2014. Key elements of this increase are as follows:

Total program revenues of $32.1 million were $60,000 higher (0.2%) compared with the
prior year. Program revenues were augmented by $324,000 in investment earnings, which
were $255,000 higher than the prior fiscal year.

Charges for services, the amount paid by users of the enterprises, totaled $30.8 million or
96% of total program revenue. Charges for services were $312,000 (-1.0%) lower than the
prior year, comprised of a reduction of $331,000 (-1.2%) in the Sewer Fund offset by an
increase of $19,000 (0.8%) in the Golf Fund.

The reduction of $331,000 in the Sewer Fund is comprised of lower sewer services charges
of $283,000, lower sewer connection fee collections of $197,000, offset by increased sewer
impact fees of $149,000.

Sewer enterprise capital grants and contributions were $1.3 million, an increase of
$372,000 over the prior year (41.4%) due to higher capital contribution payments from the
Sewer enterprise’s regional partners.

Golf enterprise program revenues were $2.47 million, an increase of 0.8% from the prior
fiscal year. Total expenses of $2.72 million increased by $207,000 (8.2%).

12
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Total expenses of all business-type activities for the fiscal year ended June 30, 2014 were $24.9
million, a decreased of $802,000 compared to the prior year. Of the total decline of expenses
compared to the prior year, Sewer Fund expenses declined by $1.0 million (-4.3%) and Golf Fund
expenses increased by $207,000 (8.2%).

Cash and investments of business-type activities totaled $23.8 million and decreased slightly by
$369,000, while total restricted cash and investments of $2.0 million increased by $295,000 due to a
lower level of draw-downs from the sewer bond proceeds’ capital project accounts held by fiscal
agent/trustee. Non-depreciable assets totaling $20.0 million increased by $4.2 million due to the
addition of capital project assets for the sewer collection and treatment systems.

FINANCIALANALYSIS OF THE GOVERNMENT’S FUNDS

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

GOVERNMENTAL FUNDS

The focus of the City’s governmental funds is to provide information on current year revenues,
expenditures, and balances of spendable resources. Such information is useful in assessing the
City’s near-term financing requirements. In particular, unassigned fund balance may serve as a
useful measure of a government’s net resources available for spending at the end of the fiscal
year.

As of June 30, 2014, the City’s governmental funds reported combined ending fund balances of
$110.3 million, an increase of $22.2 million (25.2%) in comparison with the prior fiscal year.
Approximately 30.9% or $34.1 million of the total fund balance amount constitutes unassigned
fund balance, which is available for spending at the City’s discretion.

13
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The General Fund is the chief operating fund of the City. As of June 30, 2014, unassigned fund
balance of the General Fund was $34.1 million while total fund balance was $36.1 million. As a
measure of the General Fund’s liquidity, it may be useful to compare both unassigned fund
balance and total fund balance to total fund expenditures. Unassigned fund balance represents
41.3% of total General Fund expenditures of $82.5 million, while total fund balance represents
43.7% of the same amount. The City Council policy goal is to have reserves of at least three
months of budgeted operating expenditures, which for FY 2014-15 is projected to total $22.7
million.

The total fund balance of the City’s General Fund increased by $10.6 million (41.8%) during the
year ended June 30, 2014. This is a result of recovering property tax and property transfer tax
revenue collections and operating cost savings measures previously implemented to reduce
overall expenditures following the 2009 recession. Total General Fund expenditures of $82.5
million were a modest 3.7% increase ($2.9 million) over the prior year, while total revenues of
$97.9 million represented an increase of $7.4 million (8.2%).

Certain revenues in the General Fund that increased between fiscal years 2014 to 2013 include:

e Property taxes were higher by $4.5 million (12.7%) primarily due to improving property
values. San Mateo County reassessed a significant number of parcels by recapturing
previously reduced property value instituted by Proposition 8.

e Other taxes including franchise, business and property transfer tax revenue increased by
$4.3 million (21.7%) due to improved income receipts of firms doing business in San
Mateo and increased sales and higher values of residential homes and commercial
properties.

e Investment income totaled $668,000, compared with no investment income in the prior
year. This is due to a restructuring of the portfolio from money market investments to
medium-term instrumentalities and improved market value performance.

Some revenues in the General Fund decreased from 2014 to 2013, including:

e Intergovernmental revenues totaling $1.1 million declined by $1.2 million (-54.2%) due to
a one-time Successor Agency residual balance contribution of $1.4 million recorded in the
prior year.

e Sales tax revenues totaling $21.5 million were flat compared to the prior year, dropping by
$279,000 (-1.3%).

e Charges for services revenues totaling $6.5 million declined compared to the prior year,
dropping by $277,000 (-4.1%) due to a one-time reimbursement recorded in FY 2012-13 of
$268,000 for overcharges of property tax administration fees previously paid to San Mateo
County.

e Other revenue of $2.0 million decreased by $146,000 due to a change in accounting
treatment related to tenant rental payments.

Total General Fund expenditures increased by $2.9 million to $82.5 million, a modest increase of
3.7%. The net between revenue and expenditures was an additional $15.4 million, of which $2.2
million in transfers in further increased resources in the General Fund; from the Gas Tax Fund to
support operational street maintenance needs and the Low and Moderate Income Housing Fund
of which are reserved for future housing activities. These resources were reduced by transfers out

14
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to other funds of $6.95 million mostly to support the City’s future capital improvement needs.
The primary drivers of the modest expenditure increase are personnel cost increases, technology
investments, and community and economic development initiatives.

The General Capital Project Fund had a total fund balance of $33.9 million, increasing by $3.2
million or 10.3%. The underlying reasons for the change include capital project expenses totaling
$19.5 million towards the completion of various capital projects, such as $3.6 million in expenses
for Fire Station #24, $742,000 for permitting and business license software implementation costs,
$4.4 million for citywide sidewalk and bikeway repairs, $1.3 million for park improvements, and
$6.1 million for street rehabilitation and reconstruction. These costs are offset by capital project
revenues and transfers in totaling $23.4 million.

The fund balance in the Non-Major Governmental Funds totaled $37.1 million, increasing by $8.9
million. Revenues totaling $25.0 million increased by $2.7 million (11.8%), while total
expenditures of $11.6 million decreased by $1.1 million (-9.0%) and transfers out totaled $4.9
million. Combined revenues of the Construction Services and Fire Protection funds of $11.5
million amount to 45.9% of total non-major governmental funds revenue, and increased by $2.0
million (20.6%) due to residential and commercial development activity. Expenditures of $11.6
million decreased by $1.1 million primarily in the General Obligation Bonds Debt Service Fund
due to one-time operating expenses incurred in the prior year, including cost of issuance and
other fiscal charges related to the refinancing in March of 2013 of the 2000 and 2004 GO General
Obligation bond issues .

PROPRIETARY FUNDS
The City proprietary funds provide the same type of information found in the government-wide
financial statements, but in more detail.

Total enterprise fund net position, which at year-end was comprised of the Sewer and Golf
Enterprise Funds, increased $7.5 million, or 8.1% from prior year.

The unrestricted net position of the Sewer Enterprise Fund at the end of the year was $18.3
million or 17.9% of total net position, $4.0 million higher than in the prior year. Operating
revenues decreased $331,000 primarily comprised of lower sewer services charge revenues of
$283,000, lower sewer connection fee collections of $197,000, offset by increased sewer impact fees
of $149,000. Operating expenses decreased $946,000 primarily in costs of sales and services.
Operating income of $8.2 million net of non-operating revenues/expenses and total transfers and
contributions resulted in the $7.8 million change in net position.

The unrestricted net position of the Golf Enterprise Fund at the end of the year was a deficit of
$580,000. Total operating revenues of $2.47 million increased by $19,000. Operating expenses
increased $142,000 primarily due to incurring maintenance costs that were previously deferred.
Operating income of $154,000 net of non-operating revenues/expenses and total transfers and
contributions resulted in the deficit $250,000 change in net position.

Total internal service funds net position of $24.4 million decreased $846,000, or -3.4% from prior

year. The Vehicle & Equipment Replacement Fund net position comprises of 88.6% of the total
internal service funds net position, followed by the Fleet & Building Maintenance Fund

15



MANAGEMENT’S DISCUSSION & ANALYSIS

comprising of 6.9% of the total. This decrease in net position of the internal service funds is
primarily due to operating activity in the Fleet & Building Maintenance, Benefits, Workers’
Compensation, and Comprehensive Liability Insurance funds.

The Fleet & Building Maintenance Fund net position of $1.7 million declined by $210,000 due to
higher total operating expenses of $3.6 million compared to $2.9 million in the prior year. These
costs were for the replacement of aged and depreciated assets necessary for continued City
service delivery. Replacement costs are funded by revenue collections from the City’s operating
departments.

The Benefits Fund has a deficit net position of $38,000 and a negative cash position of $58,600.
The fund’s net position declined by $460,000 (-109%) during the fiscal year due to unanticipated
higher employee separation costs and decreased revenue collections from the City’s operating
departments. Operating revenues of $16.5 million declined by $450,000, and fell short of
offsetting $98,000 in increased operating expenses.

The Workers” Compensation Insurance Fund’s claims and judgments payable and other liabilities
increased from $8.7 million to $9.6 million. Modest increases in operating revenues fell short of a
46.7% increase in operating expenses including claims, with the decrease in net position
diminished by the addition of $111,000 in interest income resulting in a net loss of $127,000 for the
fiscal year.

The Comprehensive Liability Insurance Fund’s claims and judgments payable and other liabilities
decreased from $1.5 million to $1.3 million. Operating revenues and a higher level of transfers in
offset a 30.3% increase in operating expenses including claims, resulting in a decrease in net
position of $101,000 for the fiscal year.

The remaining internal service funds reflected the following changes; Dental Self Insurance Fund

increased net position by $32,000 and the Vehicle & Equipment Replacement Fund increased net
assets by $20,000.

(GENERAL FUND BUDGETARY HIGHLIGHTS

General Fund actual revenues exceeded the final budgeted estimate by $11.4 million, and total
actual expenditures were below the final budget by $528,000, resulting in revenue exceeding
expenditures by $11.9 million. Transfers in totaled $2.2 million and were received to support
ongoing street maintenance costs and housing-related future costs. Transfers out totaled $6.9
million and were made to the General Liability Insurance Fund ($750,000) to maintain the fund
balance to the actuarially determined minimum level required by City policy, to Capital Projects
Fund ($6.1 million) and the Fire Protection Fund ($102,000). The net change in General Fund
balance was to total $36.1 million at the end of the fiscal year.

Final budget revenue estimates totaling $86.48 million were $108,932 higher than the original
budget. Final budget expenditures totaling $83.29 million were $286,386 higher than the original
budget. Final budget net other financing sources totaling $4.726 million were $456,185 higher than
the original budget. All adjustments to the original budget were made to meet the needs of the
operating departments and were approved by the City Council.
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CAPITAL ASSETS AND BONDED DEBT ADMINISTRATION

CAPITAL ASSETS

The City investment in capital assets for its governmental and business-type activities as of June
30, 2014, amounts to $521.2 million, approximately $8.2 million more than the prior year. This
investment in capital assets includes land, buildings, improvements, machinery and equipment,
park facilities, roads, highways, bridges, sewer and storm systems, and the golf course. Major
capital asset activity during the current fiscal year included the City-wide sanitary sewer and
storm improvements, construction of Fire Station #24, permitting and business license software
implementation costs, citywide sidewalk and bikeway repairs, parks improvements, and street
rehabilitation and reconstruction. Additional information on the City’s capital assets can be found
in Note 7 on pages 80-83 of this report.

TABLE 3: CITY OF SAN MATEO CAPITAL ASSETS

Amounts in millions

Governmental Business-Type Total
Activities Activities Primary Government
13-14 12-13 13-14 12-13 13-14 12-13

Non-depreciable assets:
Land $ 456 $ 456 % 42 8 42 % 498 % 49.8
Construction in progress 6.2 6.8 15.8 11.6 22.0 18.4

Total non-depreciable assets 51.8 524 20.0 15.8 71.8 68.2
Depreciable assets (net of depreciation):
Building and improvements 117.8 115.2 6.4 6.7 1242 121.9
Treatment plant & transmission lines - - 99.9 98.7 99.9 98.7
Machinery and equipment 8.0 8.9 0.8 0.7 8.8 9.6
Infrastructure 216.5 214.6 - - 216.5 214.6

Total depreciable assets (net) 3424 338.7 107.0 106.1 4494 444.8

Total capital assets $ 3942 % 3911 % 1270 $ 1219 $ 5212 $ 513.0
BONDED DEBT

At the end of the current fiscal year, the City had total bonded debt outstanding of $113.6 million.
Of this amount, $28.8 million comprises debt backed by the full faith and credit of the City. The
remainder of outstanding debt is composed of bonds secured by specified revenue sources; e.g.,
sewer charges.

TABLE 4: CITY OF SAN MATEO OUTSTANDING DEBT
General Obligation and Revenue Bonds
Amounts in millions

Governmental Business-type
Activities Activities Total
13-14 12-13 13-14 12-13 13-14 12-13
General Obligation Bonds $ 28.85 $ 28.64 $ 0.00 $ 0.00 $ 28.85 $ 28.64
Revenue Bonds 28.15 28.78 56.64 53.45 84.79 82.23
Total $ 57.00 $ 57.42 $ 56.64 $ 53.45 $113.64 $110.87
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The increase of $2.8 million in outstanding debt from revenue bonds is primarily due to annual
debt service payments reducing outstanding principal and the addition of $4.0 million in the
Sewer Fund of a California State Water Resources Control Board Revolving Loans.

The City’s rating for general obligation bonds is AA+ from Standard & Poor’s and Aal from
Moody’s. Standard & Poor’s affirmed and assigned an underlying rating of AA for the City’s
revenue bonds. The Redevelopment Successor Agency’s underlying rating for its series 2005A
and 2007A merged area and housing tax allocation bonds is A by Standard & Poor’s.

State statutes limit the amount of general obligation debt a governmental entity may issue to 15%
of its total assessed valuation. The current debt limitation for the City is approximately $2.7
billion and at June 30, 2014 the City was only at 1.1% of its legal debt limit. Additional
information on the City of San Mateo’s long-term debt can be found in Note 8 of this report.

On July 2, 2014, the City issued Sewer Revenue Bonds, Series 2014A totaling $32.3 million for the

purposes of refunding the outstanding 2003 Sewer Revenue bonds and to finance $18.0 million in
sanitary sewer capital construction costs.

EcoNOMIC FACTORS AND NEXT YEAR’'S BUDGET

Regionally, economic conditions also appear to be strong. The job market within the City
boundaries is stronger than in the County, and much stronger than California’s. The Bureau of
Labor Statistics unemployment data has, as of June 2014, California’s rate at 7.3%, compared with
6.1% nationally. Comparatively better, the unemployment rate for the City was 3.3%, down from
annualized rate of 4.3% for 2013. The unemployment figure in San Mateo County was 4.2% in
June 2014. A low rate of unemployment signals an economy that has recovered from the recent
recession, with the City’s rate having nearly dropped to its 2007 low point of 3.0%.

The amended 2014-15 General Fund budget reflects an excess of expenditures over revenues of
$1.6 million to support various one-time operating costs. Total revenues and transfers in are
budgeted at $96.4 million, while total expenditures and transfers out are budgeted at $98.0
million, with an estimated total fund balance of $34.5 million. The budgeted drawdown of
available fund balance of $1.6 million was approved to provide resources for various one-time
expenditures. However, general tax revenues have performed better than estimated in the budget
year to the extent that the City expects to end the year with an increase in fund balance. The
City’s fiscal discipline has assisted in achieving its financial objectives.
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REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the City of San Mateo’s finances
for all those with an interest in the government's finances. Questions concerning any of the
information provided in this report or requests for additional financial information should be
addressed to the Finance Director, 330 West 20th Avenue, San Mateo, California, 94403.
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City of San Mateo
Statement of Net Position
June 30, 2014

ASSETS

Current assets:
Cash and investments
Accounts receivable
Interest receivable
Taxes receivable
Grant receivable
Prepaids and supplies
Internal balances

Total current assets

Noncurrent assets:
Restricted cash and investments with fiscal agents
Loans and notes receivable, net
Capital assets:
Non-depreciable
Depreciable, net

Total capital asset
Total noncurrent assets

Total assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred loss on refunding

Total deferred outflows of resources

LIABILITIES

Current liabilities:
Accounts payable
Interest payable
Retentions payable
Accrued salaries and wages payable
Deposits payable
Unearned revenue
Claims and judgments payable - due within one year
Landfill postclosure cost payable - due within one year
Compensated leave payable - due within one year
Bonds payable - due within one year
Total current liabilities
Noncurrent liabilities:
Claims and judgments payable - due in more than one year
Landfill postclosure costs payable - due in more than one year
Compensated leave payable - due in more than one year
Net OPEB Obligation
Loans payable - due in more than one year
Bonds payable - due in more than one year, net

Total noncurrent liabilities

Total liabilities

NET POSITION

Net investment in capital assets
Restricted for:

Housing and economic development

Capital projects

Debt service

Other purposes

Total restricted

Unrestricted

Total net position

See accompanying Notes to Basic Financial Statements.

Primary Government

Governmental Business-Type

Activities Activities Total
$ 145,921,834 $ 23,797,907 $ 169,719,741
3,644,452 6,664,412 10,308,864
405,922 - 405,922
5,170,548 - 5,170,548
739413 - 739413
438,650 77,799 516,449
529,143 (529,143) -
156,849,962 30,010,975 186,860,937
1,295,806 2,039,113 3,334,919
47,622,201 - 47,622,201
51,829,779 20,019,570 71,849,349
342,353,333 107,000,154 449,353,487
394,183,112 127,019,724 521,202,836
443,101,119 129,058,837 572,159,956
599,951,081 159,069,812 759,020,893
1,262,672 907,011 2,169,683
1,262,672 907,011 2,169,683
7,223,406 611,901 7,835,307
627,595 1,222,816 1,850,411
580,227 - 580,227
1,788,294 - 1,788,294
5,000,950 337,911 5,338,861
1,189,293 - 1,189,293
1,500,000 - 1,500,000
125,000 - 125,000
772,555 89,638 862,193
1,790,000 1,860,000 3,650,000
20,597,320 4,122,266 24,719,586
9,158,000 - 9,158,000
2,625,000 - 2,625,000
6,250,680 725,251 6,975,931
2,614,497 246,431 2,860,928
- 4,000,000 4,000,000
55,208,863 50,780,921 105,989,784
75,857,040 55,752,603 131,609,643
96,454,360 59,874,869 156,329,229
338,446,921 76,417,915 414,864,836
50,345,838 - 50,345,838
23,596,472 5,553,127 29,149,599
3,256,195 - 3,256,195
5,400,544 429,151 5,829,695
82,599,049 5,982,278 88,581,327
83,713,423 17,701,761 101,415,184

504,759,393

$=
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100,101,954

$=
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City of San Mateo
Statement of Activities
For the year ended June 30, 2014

Program Revenues

Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions Total
Primary Government:
Governmental activities:
General government $ 11,250,111 $ 3,796,035 $ - $ 51,899 $ 3,847,934
Community development 6,219,895 10,524,597 882,058 1,223 11,407,878
Public safety 52,241,250 5,032,066 290,736 45,713 5,368,515
Public works 18,936,651 5,798,006 3,125,844 9,537,452 18,461,302
Parks and recreation 14,485,575 3,640,528 183,586 2,668,454 6,492,568
Library 6,963,743 396,619 139,396 - 536,015
Interest on long-term debt 1,712,704 - - - -
Total governmental activities 111,809,929 29,187,851 4,621,620 12,304,741 46,114,212
Business-type activities:
Sewer 22,208,673 28,381,469 - 1,269,568 29,651,037
Golf 2,719,709 2,470,030 - - 2,470,030
Total business-type activities 24,928,382 30,851,499 - 1,269,568 32,121,067
Total primary government $ 136,738,311  $ 60,039,350  $ 4,621,620 $ 13,574,309  $ 78,235,279

General Revenues:
Taxes:

Property taxes
Sales taxes
Property transfer taxes
Transient occupancy taxes
Business license taxes
Franchise taxes
Other taxes

Motor vehicle taxes
Total taxes
Investment earnings
Total general revenues
Change in net position
Net position - beginning of year (as restated)

Net position - end of year

See accompanying Notes to Basic Financial Statements.
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Net (Expense) Revenue

and Changes in Net Position

Governmental Business-Type
Activities Activities Total

$ (7,402177)  $ -3 (7,402,177)
5,187,983 - 5,187,983
(46,872,735) - (46,872,735)
(475,349) - (475,349)
(7,993,007) - (7,993,007)
(6,427,728) - (6,427,728)
(1,712,704) - (1,712,704)
(65,695,717) - (65,695,717)

- 7,442,364 7,442,364
- (249,679) (249,679)

- 7,192,685 7,192,685

(65,695,717) 7,192,685 (58,503,032)
42,485,569 - 42,485,569
23,621,580 - 23,621,580
9,476,086 - 9,476,086
6,903,245 - 6,903,245
5,473,405 - 5,473,405
2,967,823 - 2,967,823
205,383 - 205,383
68,688 - 68,688
91,201,779 - 91,201,779
1,430,926 324,021 1,754,947
92,632,705 324,021 92,956,726
26,936,988 7,516,706 34,453,694
477,822,405 92,585,248 570,407,653

$ 504,759,393 % 100,101,954

@

604,861,347
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FUND
FINANCIAL STATEMENTS

Governmental Fund Financial Statements
Proprietary Fund Financial Statements

Fiduciary Fund Financial Statements
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GOVERNMENTAL FUND FINANCIAL STATEMENTS

General Fund accounts for resources traditionally associated with governmental which are not required
legally or by sound financial management to be accounted for in another fund.

General Projects Capital Projects Fund accounts for the expenditures for capital improvements for the
City, including equipment, acquisition and construction of parks, recreation areas, public safety facilities
or other public works. The primary sources of funding are intergovernmental revenues, Measure A (half
cent sales tax), developer impact fees and transfers from other governmental funds.

HOME Special Revenue Fund accounts for revenue and expenditures of the Federal HOME grant
program.

City Housing Special Revenue Fund accounts for revenues from a former Federal Rental Rehabilitation
program and loan payments from the First Time Homebuyer program.

Low and Moderate Income Housing Special Revenue Fund accounts for revenues and expenditures of the
former Redevelopment Agency Special Revenue Fund.

Non-Major Governmental Funds is the aggregate of all the non-major governmental funds.
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City of San Mateo
Balance Sheet
Governmental Funds
June 30, 2014

ASSETS

Cash and investments

Restricted cash and investments held by fiscal agents
Accounts receivable

Interest receivable

Taxes receivable

Due from other funds

Prepaids and supplies

Grant receivable

Loans and notes receivable

Total assets

LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCES

Liabilities:
Accounts payable
Retention payable
Accrued salaries and wages payable
Due to other funds
Deposits payable

Unearned revenue

Total liabilities

Deferred inflows of resources:

Unavailable revenues

Fund Balances: (Note 9)
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total fund balances

Total liabilities, deferred inflows of

resources, and fund balances

See accompanying Notes to Basic Financial Statements.

Major Funds
City
General HOME Housing
General Capital Projects Special Revenue Special Revenue
39,476,702 % 35,613,934 % 120,774 % 281,685
- 785,298 - -
667,724 2,188,022 - -
383,022 11,000 - -
4,560,950 - - -
1,114,138 - - -
165,313 - - -
- 268,803 - -
- 4,464,855 8,526,227 8,700,278
46,367,849  $ 43,331,912  $ 8,647,001 % 8,981,963
2,403,795 $ 3,567,462 % 2,520 % -
46,662 533,565 - -
1,788,294 - - -
4,955,488 - - -
1,071,039 - 118,254 -
10,265,278 4,101,027 120,774 -
- % 5,333,658 $ 8,526,227 § 8,700,278
165,313 - - -
- 20,180,111 - 281,685
- 13,717,116 - -
1,849,458 - - -
34,087,800 - - -
36,102,571 33,897,227 - 281,685
46,367,849 % 43,331,912 $ 8,647,001  $ 8,981,963
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Major Funds

Low Moderate Non-Major Total
Income Housing Governmental Governmental
Special Revenue Funds Funds

$ 2,945,087  $ 35,640,525 % 114,078,707
- 510,508 1,295,806

- 732,368 3,688,114

- 11,900 405,922

- 609,598 5,170,548

- - 1,114,138

- - 165,313

- 470,610 739,413

31,301,753 2,100,280 55,093,393

$ 34,246,840 % 40,075,789  $ 181,651,354
$ 47,560 % 281414 % 6,302,751
- - 580,227

- - 1,788,294

- 526,415 526,415

- 35,575 4,991,063

- - 1,189,293

47,560 843,404 15,378,043

$ 31,301,753  $ 2,100,280 % 55,962,196
- - 165,313

2,897,527 9,093,610 32,452,933

- 28,042,494 41,759,610

- - 1,849,458

- (3,999) 34,083,801

2,897,527 37,132,105 110,311,115

$ 34,246,840 % 40,075,789  $ 181,651,354
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City of San Mateo

Reconciliation of the Governmental Funds Balance Sheet
to the Government-Wide Statement of Net Position

June 30, 2014

Total Fund Balances - Total Governmental Funds $ 110,311,115

Amounts reported for governmental activities in the Statement of Net Position were
different because:

Capital assets used in governmental activities were not current financial resources.
Therefore, they were not reported in the Governmental Funds Balance Sheet. Except for
the internal service funds reported below, the capital assets were adjusted as follows:

Government-
Wide Statement  Internal Service
of Net Position Funds Total
Non-depreciable $ 51,829,779 $ - $ 51,829,779
Depreciable, net 342,353,333 (3,414,236) 338,939,097
Total capital assets $ 394,183,112 $ (3,414,236) 390,768,876
Unavailable revenue recorded in the fund financial statements resulting from activities in
which revenues were earned but funds were not available are reclassified as revenues in
the Government-Wide Financial Statements. 55,962,196
Loans and notes receivable were recorded at gross amounts in the governmental funds.
However, in the Government-Wide Financial Statement an estimated amount for
allowance for potential forgiveness has been expensed. The following amount
represents the current year balance for allowance for potential forgiveness. (7,926,767)
Interest payable on long-term debt did not require current financial resources.
Therefore, interest payable was not reported as a liability in Governmental Funds
Balance Sheet. (627,595)
Internal service funds were used by management to charge the costs of certain activities,
such as insurance, to individual funds. The assets and liabilities of the Internal service
funds were included in governmental activities in the Government-Wide Statement of
Net Position. 24,395,491
Deferred amounts related to the refunding of long-term debt were not current financial
resources. Therefore, they were not reported in the Governmental Funds Balance Sheet.
This amount is to be amortized over the life of the long-term debt. 1,262,672
Long-term liabilities were not due and payable in the current period. Therefore, they
were not reported in the Governmental Funds Balance Sheet.
Government-
Wide Statement  Internal Service
of Net Position Funds Total
Claims and judgments payable - due within one year $ (1,500,000) $ 1,500,000 $ -
Landfill closure and postclosure cost payable - due within one year (125,000) - (125,000)
Compensated leave payable - due within one year (772,555) - (772,555)
Bonds payable - due within one year (1,790,000) - (1,790,000)
Long term liabilities - due in more than one year (75,857,040) 9,158,000 (66,699,040)
Total long-term liabilities $ (80,044,595 $ 10,658,000 (69,386,595)

Net Position of Governmental Activities $ 504,759,393

See accompanying Notes to Basic Financial Statements.
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City of San Mateo

Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds

For the year ended June 30, 2014

Major Funds
City
General HOME Housing
General Capital Projects Special Revenue Special Revenue
REVENUES:
Property taxes $ 40,320,917  $ - $ - % -
Sales taxes 21,542,712 2,078,868 - -
Other taxes 23,933,861 - - -
Licenses, building and other permits 58,362 - - -
Fines, forfeitures and penalties 1,782,411 45,713 - -
Intergovernmental 1,093,913 4,958,460 23,389 -
Charges for services 6,511,598 299,525 - -
Investment income 668,023 36,099 - -
Assessments and garbage collection surcharge - 2,715,451 - -
Parking meter and lease revenue - 295,674 - -
Impact fees - 2,552,388 - -
Other revenues 1,992,586 302,985 56,517 115,390
Total revenues 97,904,383 13,285,163 79,906 115,390
EXPENDITURES:
Current:
General government:
City Council 496,331 - - -
City Manager 750,930 - - -
City Clerk 560,893 - - -
City Attorney 1,119,165 - - -
Business services 2,556,059 - - -
Information technology 3,074,876 - - -
Human resources 1,389,129 - - -
Community development 2,059,808 - 78,677 47,008
Public safety:
Police 28,909,841 - - -
Fire 18,038,722 - - -
Public works 4,838,080 - - -
Parks and recreation 12,298,322 - - -
Library 5,160,200 - - -
Non-departmental 1,280,000 - - -
Capital outlay - 19,524,506 - -
Debt service:
Principal - 220,000 - -
Interest, and fiscal charges - 265,974 - -
Total expenditures 82,532,356 20,010,480 78,677 47,008
REVENUES OVER (UNDER) EXPENDITURES 15,372,027 (6,725,317) 1,229 68,382
OTHER FINANCING SOURCES (USES):
Transfers in 2,223,975 10,095,765 - -
Transfers out (6,949,770) (191,885) (1,229) -
Total other financing sources (uses) (4,725,795) 9,903,880 (1,229) -
Net change in fund balances 10,646,232 3,178,563 - 68,382
FUND BALANCES:
Beginning of year 25,456,339 30,718,664 - 213,303
End of year $ 36,102,571 $ 33,897,227 _$ - $ 281,685

See accompanying Notes to Basic Financial Statements.
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Major Funds

Low Moderate Non-Major Total
Income Housing Governmental Governmental
Special Revenue Funds Funds

$ -5 2,164,652 % 42,485,569
- - 23,621,580

- 1,150,771 25,084,632

- 10,150,048 10,208,410

- - 1,828,124

- 4,347,110 10,422,872
192,676 2,422,853 9,426,652
41,960 375,597 1,121,679

- 1,870,953 4,586,404

- 2,357,504 2,653,178

- - 2,552,388

- 225,430 2,692,908

234,636 25,064,918 136,684,396

- - 496,331

- - 750,930

- - 560,893

- - 1,119,165

- - 2,556,059

- - 3,074,876

- - 1,389,129

107,275 3,933,432 6,226,200

- 1,045,422 29,955,263

- 1,560,110 19,598,832

- 2,264,623 7,102,703

- - 12,298,322

- - 5,160,200

- - 1,280,000

- - 19,524,506

- 1,390,000 1,610,000

- 1,395,831 1,661,805

107,275 11,589,418 114,365,214

127,361 13,475,500 22,319,182

- 304,094 12,623,834
(721,446) (4,842,553) (12,706,883)
(721,446) (4,538,459) (83,049)

(594,085) 8,937,041 22,236,133

3,491,612 28,195,064 88,074,982

37,132,105

$ 2,897,527 % 132, $ 110,311,115



City of San Mateo

Reconciliation of the Governmental Funds Statement of Revenues, Expenditures, and Changes
in Fund Balances to the Government-Wide Statement of Activities

For the year ended June 30, 2014

Net Change in Fund Balances - Total Governmental Funds $ 22,236,133

Amounts reported for governmental activities in the Statement of Activities were different because:

Governmental funds reported capital outlay as expenditures. However, in the Government-Wide Statement of Activities, the
cost of those assets was allocated over their estimated useful lives as depreciation expense. This was the amount of capital
assets recorded in the current period, net of Internal Service Funds of $759,943. 16,476,596

Donated capital assets are reflected in the Government-Wide Statement of Activities as capital contributions. However
capital contributions related to donated capital assets are not reported in governmental funds as capital assets are not
considered current financial resources. 1,731,177

Depreciation expense on capital assets was reported in the Government-Wide Statement of Activities, but they did not
require the use of current financial resources. Therefore, depreciation expense was not reported as expenditures in the
governmental funds, net of Internal Service Funds of $746,642. (15,143,408)

In the statement of activities, only the gain or (loss) on the sale of capital assets is reported, whereas in the governmental
funds proceeds from sales increases financial resources. The difference between proceeds and the loss on disposal of capital
assets: (23,377)

Accrued compensated leave payable was an expenditure in governmental funds, but the accrued payable increased
compensated leave liabilities in the Government-Wide Statement of Net Position. (25,880)

OPEB expenses reported in the Statement of Activities do not require the use of current financial resources and therefore are
not reported as expenditures in governmental funds. 15,974

Payment of landfill closure and postclosure cost payable was an expenditure in governmental funds, but the payment
reduced landfill closure and postclosure cost liabilities in the Government-Wide Statement of Net Position. 125,000

Bond proceeds provided current financial resources to governmental funds, but issuing debt increased long-term liabilities in
the Government-Wide Statement of Net Position. Repayment of bond principal was an expenditure in governmental funds,
but the repayment reduced long-term liabilities in the Government-Wide Statement of Net Position.
Long-term debt repayments 1,610,000

Note and loan revenues that did not meet the revenue recognition criteria in the governmental funds but were recognized as
revenue in the Government-Wide Financial Statements. 1,126,258

Loans and notes receivable were recorded at gross amounts in the governmental funds. However, in the Government-Wide
Financial Statement an estimated amount for allowance for potential forgiveness has been expensed. The following amount
represents the current year amount for allowance for potential forgiveness. (294,103)

Deferred amounts related to the refunding of long-term debt were not current financial resources. Therefore, they were not
reported in the Governmental Funds Balance Sheet. This amount is to be amortized over the life of the long-term debt.
- This amount is the current year amortization expense (78,508)

Long-term debt premium and discount was recorded as an other financing source or (use) in the governmental funds, but

the payment was treated as an increase(decrease) in long-term liabilities and will be amortized over the life of the bonds in

the Government-Wide Statement of Net Position.

- This amount is the current year amortization expense 151,691

Interest expense on long-term debt is reported on the accrual basis on the Government-Wide Statements, but expenditures
on long-term debt in the governmental funds statements are recorded when paid. The following amount represents the
change in accrued interest from the prior year. (124,082)

Internal service funds were used by management to charge the costs of certain activities, such as insurance and fleet
management, to individual funds. The net revenue of the internal service funds was reported with governmental activities. (846,483)

Change in Net Position of Governmental Activities $ 26,936,988

See accompanying Notes to Basic Financial Statements.

38



PROPRIETARY FUND FINANCIAL STATEMENTS

Sewer Fund accounts for the activities of the wastewater collection and treatment system, which provides
service to the residents of the City and some neighboring cities.

Golf Fund accounts for the activities of the Poplar Creek Golf Course, which provides recreational
facilities to the public.

Internal Service Funds are used to account for the financing of goods and services provided by one
department or agency to other departments or agencies on a cost reimbursement basis.
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City of San Mateo

Statement of Net Position

Proprietary Funds
June 30, 2014
Governmental
Enterprise Funds Activities
Internal
Sewer Golf Total Service Funds
ASSETS
Current assets:
Cash and investments $ 23,797,907 $ - $ 23,797,907 $ 31,843,127
Accounts receivable 6,603,070 61,342 6,664,412 56,338
Prepaids and supplies 6,966 70,833 77,799 273,337
Total current assets 30,407,943 132,175 30,540,118 32,172,802
Noncurrent assets:
Restricted cash and investments with fiscal agents 2,039,112 1 2,039,113 -
Loans and notes receivable - - - 455,575
Capital assets:
Non-depreciable 19,854,570 165,000 20,019,570 -
Depreciable, net 100,576,967 6,423,187 107,000,154 3,414,236
Total capital assets 120,431,537 6,588,187 127,019,724 3,414,236
Total noncurrent assets 122,470,649 6,588,188 129,058,837 3,869,811
Total assets 152,878,592 6,720,363 159,598,955 36,042,613
DEFERRED OUTFLOWS OF RESOURCES
Deferred loss on refunding 702,065 204,946 907,011 -
Total deferred outflows of resources 702,065 204,946 907,011 -
LIABILITIES
Current liabilities:
Accounts payable 522,952 88,949 611,901 920,655
Interest payable 1,088,007 134,809 1,222,816 -
Deposits payable 337,911 - 337,911 9,887
Due to other fund - 529,143 529,143 58,580
Claims and judgments payable - due within one year - - - 1,500,000
Compensated leave payable - due within one year 74,276 15,362 89,638 -
Bonds payable - due within one year 1,500,000 360,000 1,860,000 -
Total current liabilities 3,523,146 1,128,263 4,651,409 2,489,122
Noncurrent liabilities:
Claims and judgments payable - due in more than one year - - - 9,158,000
Compensated leave payable - due in more than one year 600,956 124,295 725,251 -
OPEB liability 221,404 25,027 246,431 -
Loans payable - due in more than one year 4,000,000 - 4,000,000
Bonds payable - due in more than one year 43,315,921 7,465,000 50,780,921 -
Total noncurrent liabilities 48,138,281 7,614,322 55,752,603 9,158,000
Total liabilities 51,661,427 8,742,585 60,404,012 11,647,122
NET POSITION
Net investment in capital assets 77,654,728 (1,236,813) 76,417,915 3,414,236
Restricted for:
Capital projects 5,553,127 - 5,553,127 -
Other purposes 429,151 - 429,151 2,983,489
Unrestricted 18,282,224 (580,463) 17,701,761 17,997,766
Total net position $ 101,919,230 $ (1,817,276) $ 100,101,954 $ 24,395,491

See accompanying Notes to Basic Financial Statements.
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City of San Mateo

Statement of Revenues, Expenses and Changes in Fund Net Position

Proprietary Funds
For the year ended June 30, 2014

OPERATING REVENUES:

Charges for services
Connection fees
Impact fees

Other

Total operating revenues

OPERATING EXPENSES:

Costs of sales and services
Administration
Depreciation and amortization

Total operating expenses
OPERATING INCOME

NONOPERATING REVENUES (EXPENSES):

Interest income
Loss on disposal of capital assets
Interest expense and fiscal charges

Total nonoperating revenues (expenses)

INCOME (LOSS) BEFORE CONTRIBUTION AND TRANSFERS

Capital contributions
Transfers in
Transfers out

Total transfers
Change in net position

NET POSITION
Beginning of year (as restated)

End of year

See accompanying Notes to Basic Financial Statements.
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Governmental
Enterprise Funds Activities
Internal
Sewer Golf Total Service Funds
27,791,099  $ 2,288,635 $ 30,079,734 $ 26,128,107
109,111 - 109,111 -
481,259 - 481,259 -
- 181,395 181,395 832
28,381,469 2,470,030 30,851,499 26,128,939
15,695,578 1,417,692 17,113,270 25,343,884
1,178,526 507,813 1,686,339 1,292,694
3,318,508 390,513 3,709,021 746,642
20,192,612 2,316,018 22,508,630 27,383,220
8,188,857 154,012 8,342,869 (1,254,281)
324,021 - 324,021 331,345
- (79,000) (79,000) (6,596)
(2,016,061) (324,691) (2,340,752) -
(1,692,040) (403,691) (2,095,731) 324,749
6,496,817 (249,679) 6,247,138 (929,532)
1,269,568 - 1,269,568 -
- - - 983,221
- - - (900,172)
1,269,568 - 1,269,568 83,049
7,766,385 (249,679) 7,516,706 (846,483)
94,152,845 (1,567,597) 92,585,248 25,241,974
101,919,230  $ (1,817,276) $ 100,101,954 $ 24,395,491




City of San Mateo

Statement of Cash Flows
Proprietary Funds

For the year ended June 30, 2014

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers

Cash received from other funds

Cash payments to suppliers for goods and services
Cash paid to employees

Cash received from others

Net cash provided by operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Transfers in
Transfers out

Net cash provided by noncapital financing activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:

Contributions

Acquisition of capital assets
Long-term debt repayment
Interest paid and fiscal charges

Net cash (used in) capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Investment income received

Net cash provided by investing activities
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS - Beginning of year
CASH AND CASH EQUIVALENTS - End of year

FINANCIAL STATEMENT PRESENTATION:
Cash and investments
Restricted cash and investments with fiscal agents

Total

RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
Operating income
Adjustments to reconcile operating income
to net cash provided by operating activities:
Depreciation and amortization
Changes in assets and liabilities:
Accounts receivable
Prepaids and supplies
Accounts payable
Accrued salaries and wages payable
Deposits payable
Due to other fund
Claims and judgments payable
Compensated leave payable
OPEB liability
Total adjustments

Net cash provided by operating activities

NONCASH ITEMS
Capital contributions

Total noncash items

See accompanying Notes to Basic Financial Statements.
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Governmental
Enterprise Funds Activities
Internal
Sewer Golf Total Service Funds
$ 27,543,650 % 2,259,451 $ 29,803,101 $ -
- 125,084 125,084 26,150,279
(9,584,907) (895,563) (10,480,470) (23,076,820)
(7,578,306) (994,926) (8,573,232) (2,328,358)
- 181,395 181,395 832
10,380,437 675,441 11,055,878 543,933
- - - 983,221
- - - (900,172)
- - - 83,049
863,660 - 863,660 -
(8,376,634) - (8,376,634) (759,943)
(1,455,000) (345,000) (1,800,000) -
(1,809,927) (330,441) (2,140,368) -
(10,777,901) (675,441) (11,453,342) (759,943)
324,021 - 324,021 331,345
324,021 - 324,021 331,345
(73,443) - (73,443) 198,384
25,910,462 1 25,910,463 31,644,743
$ 25,837,019 $ 1 $ 25,837,020 $ 31,843,127
$ 23,797,907 % - % 23,797,907 % 31,843,127
2,039,112 1 2,039,113 -
$ 25,837,019  $ 1 $ 25,837,020  $ 31,843,127
$ 8,188,857 % 154,012 $ 8,342,869 % (1,254,281)
3,318,508 390,513 3,709,021 746,642
(951,215) (29,184) (980,399) 22,172
(6,966) 3,572 (3,394) (43,337)
(171,265) 20,232 (151,033) 468,157
113,396 - 113,396 -
- 125,084 125,084 58,580
- - - 546,000
(93,012) 13,194 (79,818) -
(17,866) (1,982) (19,848) -
2,191,580 521,429 2,713,009 1,798,214
$ 10,380,437  $ 675441  $ 11,055,878  $ 543,933
$ 405908 $ - $ 405908 $ -
$ 405908  _$ -8 405908  _$ -




FIDUCIARY FUND FINANCIAL STATEMENTS

Agency Fund

Community Facilities District No. 2008-01 Agency Fund accounts for assets that the City is holding
for the Community Facilities District No. 2008-01 for which the City is acting as an agent.

Private Purpose Trust Funds

Successor Agency Trust Fund accounts for assets and liabilities transferred from the City to the
Successor Agency Trust Fund.
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City of San Mateo

Statement of Fiduciary Net Position

Fiduciary Funds
June 30, 2014
Community Facilities
District 2008-1 Successor Agency
Agency Fund Trust Fund
ASSETS
Current assets
Cash and investments $ 92,290 5,557,855
Accounts receivable - 25,200
Interest receivable - 3,175
Loans and notes receivable - 261,563
Total current assets 92,290 5,847,793
Noncurrent assets
Restricted cash and investments 40,675,842 1,311,386
Capital assets - land - 7,274,984
Total noncurrent assets 40,675,842 8,586,370
Total assets $ 40,768,132 14,434,163
DEFERRED OUTFLOWS OF RESOURCES
Deferred loss on refunding - 1,516,596
Total deferred outflows of resources - 1,516,596
LIABILITIES
Liabilities:
Current liabilities
Accounts payable - 1,420,681
Bonds payable - due in one year - 3,350,000
Total current liabilities - 4,770,681
Noncurrent liabilities
Due to bondholders 40,768,132 -
Bonds payable - 75,552,937
Total noncurrent liabilities 40,768,132 75,552,937
Total liabilities $ 40,768,132 80,323,618
NET POSITION
Held in trust for dissolution of RDA (64,372,859)
Total net position (64,372,859)

See accompanying Notes to Basic Financial Statements.
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City of San Mateo

Statement of Changes in Fiduciary Net Position
All Fiduciary Funds - Private Purpose Trust Funds
For the year ended June 30, 2014

ADDITIONS:

Investment income
RDA property tax trust fund distribution
Other

Total additions

DEDUCTIONS:

Administration
Amortization expense

Interest expense

Total Deductions

Change in net position

NET POSITION:
Beginning of year (as restated)

End of year

See accompanying Notes to Basic Financial Statements.
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Successor Agency

Trust Fund

$ 26,268
4,876,103
168,910

5,071,281

3,562,646
133,552
3,450,869

7,147,067

(2,075,786)

(62,297,073)

$ (64,372,859)
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NOTES TO BASIC
FINANCIAL STATEMENTS
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City of San Mateo
Notes to Basic Financial Statements
For the year ended June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the City of San Mateo, California (City) have been prepared in conformity
with generally accepted accounting principles (GAAP) as applied to governmental agencies. The
Governmental Accounting Standards Board (GASB) is the accepted standard setting body for establishing
governmental accounting and financial reporting principles. The more significant of the City’s accounting
policies are described below.

A. Financial Reporting Entity

The City of San Mateo (City) was incorporated as a charter city on September 4, 1894; the current charter
was adopted in 1971 and revised in 2002. The City operates under the Council-Manager form of
government and provides the following services: public safety, including police and fire; building
inspection; parks and streets; sanitation; leisure services; planning and zoning; general administration
services; and redevelopment.

These basic financial statements present the City and its component units, entities for which the City is
considered to be financially accountable. Blended component units, although legally separate entities
are, in substance, part of the City’s operations and data from these units are combined with data of the
City. The City had no discretely presented component units. The blended component unit has a June 30
year-end. The following entity is reported as a blended component unit:

The San Mateo Joint Powers Financing Authority (Authority) was established solely to assist the
City in the issuance of certain revenue bonds. It is controlled by and financially dependent on the
City; its financial activities were accounted for as part of the respective funds.

Separate financial statements for the San Mateo Joint Powers Financing Authority are not available.
B. Basis of Accounting and Measurement Focus

The accounts of the City are organized on the basis of funds, each of which is considered a separate
accounting entity with its own self-balancing set of accounts that comprise its assets, liabilities, fund
equity, revenues and expenditures or expenses. These funds are established for the purpose of carrying
out specific activities or certain objectives in accordance with specific regulations, restrictions or
limitations. Governmental resources are allocated to and accounted for in individual funds based upon
the purposes for which they are to be spent and the means by which spending activities are controlled.

Government-Wide Financial Statements
The City’s Government-Wide Financial Statements include a Statement of Net Position and a Statement

of Activities. These statements present summaries of Governmental and Business-Type Activities for
the City accompanied by a total column.

48



City of San Mateo
Notes to Basic Financial Statements
For the year ended June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
B. Basis of Accounting and Measurement Focus, Continued
Government-Wide Financial Statements, Continued

These financial statements are presented on an “economic resources” measurement focus and the
accrual basis of accounting. Accordingly, all of the City’s assets and liabilities, including capital assets,
as well as infrastructure assets, and long-term liabilities, are included in the accompanying Statement of
Net Position. The Statement of Activities presents changes in net position. Under the accrual basis of
accounting, revenues are recognized in the period in which they are earned while expenses are
recognized in the period in which the liabilities are incurred.

Certain types of transactions reported as program revenues for the City are reported in three categories:

o Charges for services
o Operating grants and contributions
» Capital grants and contributions

Certain eliminations have been made in regards to interfund activities, payables, and receivables. All
internal balances in the Statement of Net Position have been eliminated except those representing
balances between the governmental activities and the business-type activities, which are presented as
internal balances and eliminated in the total primary government column. In the Statement of
Activities, internal fund transactions have been eliminated; however, those transactions between
governmental and business-type activities have not been eliminated. The following interfund activities
have been eliminated:

e Due to/from other funds
e Transfers in/out

The City applies all applicable GASB pronouncements including all NCGA Statements and
Interpretations currently in effect.
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City of San Mateo
Notes to Basic Financial Statements
For the year ended June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
B. Basis of Accounting and Measurement Focus, Continued
Governmental Fund Financial Statements

Governmental fund financial statements include a Balance Sheet and a Statement of Revenues,
Expenditures and Changes in Fund Balances for all major governmental funds and non-major funds
aggregated. An accompanying schedule is presented to reconcile and explain the differences in net
position as presented in these statements to the net position presented in the government-wide financial
statements. The City has presented all major funds that meet specific qualifications.

All governmental funds are accounted for on a spending or “current financial resources” measurement
focus and the modified accrual basis of accounting. Accordingly, only current assets and current
liabilities are included on the balance sheets. The Statement of Revenues, Expenditures and Changes in
Fund Balances present increases (revenues and other financing sources) and decreases (expenditures
and other financing uses) in net current assets. Under the modified accrual basis of accounting,
revenues are recognized in the accounting period in which they become both measurable and available
to finance expenditures of the current period.

The City reports the following funds as major governmental funds of the City.

General Fund accounts for resources traditionally associated with governmental activities that are not
required legally or by sound financial management to be accounted for in another fund.

General Capital Projects Fund accounts for the expenditures for capital improvements for the City,
including equipment, acquisition and construction of parks, recreation areas, public safety facilities
or other public works. The primary sources of funding are intergovernmental revenues, Measure A
(half cent sales tax), developer impact fees and transfers from other governmental funds.

HOME Special Revenue Fund accounts for revenues and expenditures of the Federal HOME grant
program.

City Housing Special Revenue Fund accounts for revenues from a former Federal Rental Rehabilitation
program and loan payments from the First Time Homebuyer program.

Low Moderate Income Housing Special Revenue Fund accounts for revenues and expenditures of the
former Redevelopment Agency Special Revenue Fund.
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City of San Mateo
Notes to Basic Financial Statements
For the year ended June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
B. Basis of Accounting and Measurement Focus, Continued
Governmental Fund Financial Statements, Continued
The City reports the following governmental funds as non-major governmental funds of the City.

Police Grants Special Revenue Fund accounts for the revenues and expenditures of State and
Federal grants such as State SLESF (Supplemental Law Enforcement Services Fund).

Community Development Block Grant Special Revenue Fund (CDBG) accounts for revenue
and expenditures of CDBG funds awarded by the Department of Housing and Urban
Development.

Fire Protection Special Revenue Fund accounts for the fees charged and expenditure for
activities relating to fire inspections and permits.

Gas Tax Special Revenue Fund accounts for gasoline tax revenues as required by State law.

Construction Services Special Revenue Fund accounts for revenue and expenditures of
activities relating to building permits.

Advance Planning Special Revenue Fund accounts for fees collected through building permits
and expenditures for activities relating to long term planning, including the general plan
update.

Parking Special Revenue Fund accounts for parking meter revenues and expenditures of the
City's downtown parking facilities.

Solid Waste Special Revenue Fund accounts for garbage collection surcharge revenues. The
use of funds is restricted by City ordinance to street cleaning and waste disposal.

Landfill Bonds Debt Service Fund accounts for debt service payments on landfill revenue
bonds (to finance expenditures related to final closure of the former landfill site, and
construction of related park improvements) and post-closure monitoring costs.

General Obligation Bonds Debt Service Fund accounts for voter approved property tax
revenues and debt service payments on general obligation bonds.

2% Hotel Tax Capital Projects Fund accounts for the voter approved 2% hotel tax revenue
Measure C, the related transfers to the capital improvement fund, and debt service on variable
rate bonds.
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City of San Mateo
Notes to Basic Financial Statements
For the year ended June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
B. Basis of Accounting and Measurement Focus, Continued
Governmental Fund Financial Statements, Continued

Revenues are recorded when received in cash, except that revenues subject to accrual (generally those
received 45 to 90 days after year-end) are recognized when due. The primary revenue sources that have
been treated as susceptible to accrual by the City are property taxes, taxpayer-assessed tax revenues
(sales taxes, transient occupancy taxes, franchise taxes, etc.), grant revenues and earnings on
investments. Expenditures are recorded in the accounting period in which the related fund liability is
incurred.

The Reconciliation of the Fund Financial Statements to the Government-Wide Financial Statements is
provided.

Proprietary Fund Financial Statements

Proprietary fund financial statements include a Statement of Net Position, a Statement of Revenues,
Expenses and Change in Net Position, and a Statement of Cash Flows for all proprietary funds.

A column representing internal service funds is also presented in these statements. However, internal
service balances and activities have been combined with the governmental activities in the Government-
Wide Financial Statements.

Proprietary funds are accounted for using the “economic resources” measurement focus and the accrual
basis of accounting. Accordingly, all assets and liabilities (whether current or noncurrent) are included
on the Statement of Net Position. The Statement of Revenues, Expenses and Changes in Fund Net
Position presents increases (revenues) and decreases (expenses) in total net position. Under the accrual
basis of accounting, revenues are recognized in the period in which they are earned while expenses are
recognized in the period in which a liability is incurred.

Operating revenues in the proprietary funds are those revenues that are generated from the primary
operations of the fund. All other revenues are reported as nonoperating revenues. Operating expenses
are those expenses that are essential to the primary operations of the fund. All other expenses are
reported as nonoperating expenses.

The City reports the Sewer, Golf and Internal Service Funds as proprietary funds of the City.

Sewer Fund accounts for the activities of the wastewater collection and treatment system, which
provides service to the residents of the City and some neighboring cities.

Golf Fund accounts for the activities of the Poplar Creek Golf Course, which provides recreational
facilities to the public.
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City of San Mateo
Notes to Basic Financial Statements
For the year ended June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
B. Basis of Accounting and Measurement Focus, Continued
Proprietary Fund Financial Statements, Continued

Internal service fund balances and activities have been combined with governmental activities in the
Government-Wide Financial Statements, and are comprised of the following funds:

Workers” Compensation Insurance Fund accounts for all workers’ compensation self-insurance
activities.

Dental Self-Insurance Fund accounts for the City’s self-insurance activities related to the dental plan it
provides to its employees.

Benefits Fund accounts for charges for other funds and expenditures relating to employee benefits
other than those accounted for in the Workers” Compensation and Dental Self-Insurance Funds.

Comprehensive Liability Insurance Fund accounts for general liability self-insurance transactions.

Vehicle and Equipment Replacement Fund accounts for charges to the City departments for funding and
acquisition of vehicles and equipment.

Fleet and Building Maintenance Fund accounts for the charges to user departments and the expenses
related to the maintenance of City vehicles and buildings.

Fiduciary Fund Financial Statements

Fiduciary fund financial statements consist of a Statement of Fiduciary Net Position and a Statement of
Changes in Fiduciary Net Position. The City has two types of fiduciary funds, an agency fund and a
private-purpose trust fund. Agency funds are used to account for the assets held for distribution by the
City as an agent for another entity for which the City has custodial responsibility and accounts for the
flow of assets. Private-purpose trust funds account for resources of all other trust arrangements in
which principal and income benefit individuals, private organizations, or other governments (i.e.
unclaimed property/escheat property). Fiduciary funds are accounted for using the accrual basis of
accounting. The City reports the following fiduciary funds:

Community Facilities District No. 2008-1 Agency Fund - accounts for assets held by the City for the
Community Facilities District No. 2008-1 (Bay Meadows).

Successor Agency Private Purpose Trust Fund — accounts for assets and liabilities transferred in fiscal
year 2012 from the Redevelopment Agency of the City of San Mateo to the Successor Agency Trust
Fund.
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City of San Mateo
Notes to Basic Financial Statements
For the year ended June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
C. Cash, Cash Equivalents and Investments

The City pools cash resources from all funds in order to facilitate the management of cash. The balance
in the pooled cash account is available to meet current operating requirements. Cash in excess of
current requirements is invested in various interest-bearing accounts and other investments for varying
terms.

In accordance with GASB Statement No. 40, Deposit and Investment Disclosures (Amendment of GASB No.
3), certain disclosure requirements for Deposits and Investment Risks were made in the following areas:
* Interest Rate Risk
* Credit Risk
0 Overall
0 Custodial Credit Risk
0 Concentrations of Credit Risk

In addition, other disclosures are specified including use of certain methods to present deposits and
investments, highly sensitive investments, credit quality at year-end, and other disclosures.

In accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments and
for External Investment Pools, highly liquid market investments with maturities of one year or less at time
of purchase are stated at amortized cost. All other investments are stated at fair value. Market value is
used as fair value for those securities for which market quotations are readily available.

The City participates in an investment pool managed by the State of California entitled Local Agency
Investment Fund (LAIF) which has invested a portion of the pooled funds in Structured Notes and
Asset-Backed Securities. LAIF’s investments are subject to credit risk with the full faith and credit of the
State of California collateralizing these investments. In addition, these Structured Notes and Asset-
Backed Securities are subject to market risk as to the change in interest rates.

Cash equivalents are considered amounts in demand deposits and short-term investments with a
maturity date within three months of the date acquired by the City and are presented as “Cash and
Investments” in the accompanying Basic Financial Statements.

For purposes of the statement of cash flows, cash equivalents are defined as investments with original
maturities of 90 days or less, which are readily convertible to known amounts of cash. The City
considers all pooled cash and investments (consisting of cash and investments and restricted cash and
investments) held by the City as cash and cash equivalents because the pool is used essentially as a
demand deposit account from the standpoint of the funds. The City also considers all non-pooled cash
and investments (consisting of cash with fiscal agent and restricted cash and investments held by fiscal
agent) as cash and cash equivalents because investments meet the criteria for cash equivalents defined
above.

54



City of San Mateo
Notes to Basic Financial Statements
For the year ended June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
D. Restricted Cash and Investments

Certain restricted cash and investments are held by fiscal agents for the redemption of bonded debt, for
acquisition and construction of capital projects, and to meet bond indenture debt reserve requirements.
Cash and investments are also restricted for deposits held for others within the enterprise funds.

E. Prepaids and Supplies

Certain payments to vendors reflect costs applicable to future accounting periods. Supplies are valued
at cost on a first-in first-out basis. Supplies in the General Fund consist of expendable supplies held for
consumption by all departments of the City. The cost is recorded as an expenditure at the time
individual inventory items are withdrawn for use (consumption method). The General Fund supplies
amount is equally offset by nonspendable fund balance, which indicates that it does not constitute
expendable available financial resources. Supplies in the enterprise funds consist principally of
materials and supplies for utility operations and are expensed as consumed.

E. Capital Assets

Capital assets, which include land, buildings, improvements, equipment, furniture, and infrastructure
assets (e.g. roads, sidewalks, and similar items), are reported in the applicable governmental or
business-type activities in the Government-Wide Financial Statements. Capital assets are recorded at
historical cost or estimated historical cost if actual cost is not available. Donated assets are valued at
their estimated fair value on the date donated.

City policy has set the capitalization threshold for reporting capital assets at the following:

General Capital Assets $10,000
Infrastructure Capital Assets $100,000
Intangible Assets associated with Real Property $1,000,000
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City of San Mateo
Notes to Basic Financial Statements
For the year ended June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
E. Capital Assets, Continued

For capital assets, depreciation is recorded on a straight-line basis over the useful lives of the assets as

follows:
Sewer Treatment Plant and Transmission Lines 60 years
Buildings and Improvements 20 - 35 years
Machinery and Equipment 3 -15 years
Infrastructure 25 - 50 years

The City defines infrastructure as the basic physical assets that allow the City to function. The assets
include:

o Street systems
« Site amenities such as parking and landscaped areas used by the City in the conduct of
its business

Each major infrastructure system can be divided into subsystems. For example, the street system can be
subdivided into pavement, curb and gutters, sidewalks, medians, streetlights, traffic control devices
(signs, signals and pavement markings), landscaping and land. These subsystems were not delineated
in the Basic Financial Statements. The appropriate operating department maintains information
regarding the subsystems.

The City elected to use the Basic Approach as defined by GASB Statement No. 34 for infrastructure
reporting. The City conducted a valuation of its infrastructure assets as of July 1, 2002. This valuation
determined the original cost using one of the following methods:

o Use of historical records where available.

o Standard unit costs appropriate for the construction/acquisition date.

e DPresent cost indexed by a reciprocal factor of the price increase from the
construction/acquisition date to the current date.
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City of San Mateo
Notes to Basic Financial Statements
For the year ended June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
E. Capital Assets, Continued

Accumulated depreciation is defined as the total depreciation from the date of construction/acquisition
to the current date on a straight line method using industry accepted life expectancies for each
infrastructure subsystem. The book value was then computed by deducting the accumulated
depreciation from the original cost.

Interest accrued during capital assets construction, if any, is capitalized for the business-type activities
as part of the asset cost.

G. Interest Payable

In the Government-Wide Financial Statements, interest payable on long-term debt is recognized as the
liability is incurred for governmental fund types and proprietary fund types.

In the Fund Financial Statements, proprietary fund types recognize the interest payable when the
liability is incurred.

H. Unearned revenue

Unearned revenue is recognized for transactions for which revenue has not yet been earned. Typical
transactions recorded as unearned revenues in the Government-Wide Financial Statements are prepaid
charges for services.

I. Claims and Judgments

The short-term and long-term workers’” compensation claims liability is reported in the Workers’
Compensation Insurance Internal Service Fund. The short-term and long-term general claims liability is
reported in the Comprehensive Liability Insurance Internal Service Fund. The short-term liability
which will be liquidated with current financial resources is the amount of settlement reached, but
unpaid, related to claims and judgments entered.

J. Long-Term Debt

Government-Wide Financial Statements - Long-term debt and other long-term obligations are reported
as liabilities in the appropriate activities.

Bond premiums and discounts, as well as issuance costs, are amortized over the life of the bonds using
the effective interest method. Bonds payable is reported net of the applicable bond premium or
discount. Bond issuance costs are reported as an asset and amortized over the term of the related debt.
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City of San Mateo
Notes to Basic Financial Statements
For the year ended June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

J. Long-Term Debt, Continued

Fund Financial Statements - The governmental fund financial statements do not present long-term debt.
As such, long-term debt is shown in the Reconciliation of the Governmental Funds Balance Sheet to the
Government-Wide Statement of Net Position.

Bond premiums and discounts, as well as issuance costs, are recognized during the current period as
other financing sources or uses. Bond proceeds are reported as other financing sources.

Proprietary Fund Financial Statements use the same principles as those used in the Government-Wide
Financial Statements.

K. Property Taxes

San Mateo County (County) assesses properties and it bills, collects, and distributes property taxes to all
taxing entities within its jurisdiction including the City. Under State law, known as the Teeter Plan, the
County remits the entire amount levied and handles all delinquencies, retaining interest and penalties.
Secured and unsecured property taxes are levied on January 1. Secured property tax is due in two
installments, on November 1 and March 1, and becomes a lien on those dates. It becomes delinquent on
December 10 and April 10, respectively. Unsecured property tax is due on July 1, and becomes
delinquent on August 31. Collection of delinquent accounts is the responsibility of the County, which
retains all penalties.

The term “unsecured” refers to taxes on personal property other than real estate, land and buildings.
These taxes are secured by liens on the property being taxed. Property tax revenues are recognized by
the City in the fiscal year they are levied, provided they become available as defined above.

L. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and so will not be
recognized as an outflow of resources (expense/ expenditure) until then. The government only has one
item that qualifies for reporting in this category. It is the deferred charge on refunding debt reported in
the government-wide statement of net position. A deferred charge on refunding results from the
difference in the carrying value of refunded debt and its reacquisition price. This amount is deferred
and amortized over the shorter of the life of the refunded or refunding debt.

58



City of San Mateo
Notes to Basic Financial Statements
For the year ended June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

L. Deferred Outflows/Inflows of Resources, Continued

In addition to liabilities, the statement of financial position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of resources,
represents an acquisition of net position that applies to a future period(s) and so will not be recognized
as an inflow of resources (revenue) until that time. The government has only one type of item, which
arises only under a modified accrual basis of accounting that qualifies for reporting in this category.
Accordingly, the item, unavailable revenue, is reported only in the governmental funds balance sheet.
The governmental funds report unavailable revenues from two sources: property taxes and special
assessments. These amounts are deferred and recognized as an inflow of resources in the period that the
amounts become available.

M. Net Position
Government-Wide Financial Statements
In the Government-Wide Financial Statements, net position are classified in the following categories:
Net Investment in Capital Assets - This amount consists of capital assets net of accumulated

depreciation and reduced by outstanding debt that is attributed to the acquisition, construction, or
improvement of the assets.

Restricted - This amount is restricted by external creditors, grantors, contributors, or laws or regulations
of governments.

Unrestricted - This amount is all net position that do not meet the definition of “net investment in
capital assets” or “restricted net position” as defined above.

When an expense is incurred for purposes for which both restricted and unrestricted net position are
available, the City’s policy is to apply restricted net position first.

N. Fund Balances
Fund Financial Statements
In February 2009, the Governmental Accounting Standards Board (GASB) issued Statement 54, Fund

Balance Reporting and Governmental Fund Type Definitions (GASB 54). The new classifications of
fund balances are listed on the following page:
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City of San Mateo
Notes to Basic Financial Statements
For the year ended June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
N. Fund Balances, Continued
Nonspendable Fund Balances

These include amounts that cannot be spent because they are either (a) not in spendable form or (b)
legally or contractually required to be maintained intact, e.g., the principal of an endowment fund.
Examples of “not in spendable form” include inventory, prepaid amounts, long-term notes and loans,
property held for resale and other items not expected to be converted to cash. However, if the proceeds
from the eventual sale or liquidation of the items would be considered restricted, committed or assigned
(as defined further on) then these amounts would be included in the restricted, committed or assigned
instead of the nonspendable classification. A debt service reserve fund held by a trustee is an example
of fund balance in nonspendable form that is classified as restricted instead of nonspendable since the
reserve is eventually liquidated to make the final debt service principal payment.

Restricted Fund Balances

Restricted fund balances have externally enforceable limitations on use. The limitations on use can be
imposed by creditors, grantors, or contributors as well as by constitutional provisions, City charter,
enabling legislation, laws and government regulations. Examples of funds subject to limitation by
grantors include Federal American Recovery and Reinvestment Act (ARRA) grants for street
rehabilitation, FEMA assistance to firefighters grants for safety equipment, the Office of Traffic Safety
grant for the Selective Traffic Enforcement Program, the Community Block Development Grant and the
portion of the fund balance in the City Housing Fund remaining from a former Federal Rental
Rehabilitation program and loan payments from the First Time Homebuyer Program.

Taxes and assessments collected under voter-approved indebtedness, revenues pledged by indenture to
secure debt repayment, debt service reserve funds and the unspent fund balances from these revenues
are examples of fund balances subject to limitations imposed by creditors. Developer impact fees,
Measure A sales tax, the gas tax, the %2 cent public safety sales tax, the Measure C 2% Transient
Occupancy Tax (TOT), and the Redevelopment tax increment are examples of revenue enabled by
legislation or government regulation for which the unspent balance would be classified as restricted in
the fund within which they are accounted.

Committed Fund Balances

Amounts that can only be used for specific purposes pursuant to constraints imposed by formal action
(Resolution) of the City Council are classified as committed fund balances. In the City of San Mateo,
this category generally is comprised of amounts committed to specific projects in Capital Improvement
Program and the special revenue funds for Solid Waste, Fire Protection and Life Safety, Advanced
Planning, Construction Services and Parking.
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City of San Mateo
Notes to Basic Financial Statements
For the year ended June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
N. Fund Balances, Continued
Committed Fund Balances, Continued

The General Fund transfers to specific projects in the Capital Improvement Fund are committed once
approved by the City Council and under the City Charter cannot be used for any purpose other than
specified without subsequent Council action.

The special revenue funds Solid Waste, Fire Protection and Life Safety, Advanced Planning,
Construction Services and Parking have been established by the City Council to account for and report
specified revenue that is committed to fund expenditures for specified purposes. A substantial portion
of the revenue in each of these funds is generated from fees charged to provide the services and conduct
the activities related to the funds’ stated purposes. The fees are established in the Comprehensive Fee
Schedule that the City Council approves annually after holding public hearings.

Assigned Fund Balances

Fund balance amounts for which the City Council has expressed intent for use but not taken formal
action to commit are reported as assigned under GASB 54. These include funds encumbered by
purchase order in the General Fund for which the authorization has not lapsed, amounts held in petty
cash accounts in the General Fund, interest accrued to restricted or committed fund balances when such
interest is not required to be classified as restricted or committed and the operating budget contingency.
The operating budget contingency is budgeted annually in the General Fund as a nondepartmental line
item expenditure to cover unexpected expenditures or revenue shortfalls. Its use requires the approval
of the City Council. In any year, the extent that the operating budget contingency requires the use of
the prior-year ending fund balance, the amount needed to balance the budget is assigned. The City
Council has not delegated the authority to assign fund balance to management.

Unassigned Fund Balance

The residual classification for the general fund, collectively comprised of the General Fund, the Reserves
Fund and Recreational Services Fund, is unassigned fund balance. The general fund is the only fund
that may report a positive unassigned balance. An example of residual revenue which would comprise
the Unassigned Fund Balance in the General Fund is the unspent portion of the additional ¥4% sales tax
and 2% Transient Occupancy Tax approved by voters as Measure L and M to fund the City’s general
operating services.

Although the Reserves Fund is included in the unassigned fund balance classification, it is used to
account for amounts set aside by City Council action as Reserves for Contingency pursuant to the City
Charter. The balance in the Reserves Fund is not available for appropriation unless the Council takes
action to transfer amounts to another fund for appropriation to proposed expenditures it deems
consistent with the purpose of the reserves.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
N. Fund Balances, Continued
Hierarchy of Expenditures to Classify Fund Balance Amounts

To determine the composition of ending fund balances, the Council established the order in which
restricted and unrestricted (committed, assigned and unassigned) funds are to be expended. To this
purpose, for expenditures made in any governmental fund, the restricted amounts will be reduced first,
followed by committed amounts, assigned amounts, and then unassigned amounts.

The City uses encumbrance accounting throughout the fiscal year to encumber appropriations based
upon purchase orders issued to the City’s vendors. Encumbrances outstanding at year-end are reported
as expenditures in the budgetary financial statements reported in the Required Supplementary
Information and the Supplementary Information. General fund encumbrances not lapsed at year-end
are reported as assigned amounts. For all other funds, encumbrances not lapsed at year-end are
reported as part of the funds’ restricted or committed balances according to the original source of funds.

At year-end, the amount of encumbrances expected to be honored upon performance by the vendor in
the next year were as follows:

Fund Fund Balance Classification Amount
Major funds:
General Fund Assigned $ 228,629
Low Moderate Income Housing Restricted 5,456
General Capital Projects Fund Restricted 11,119,274
Total Major Funds $ 11,353,359
Nonmajor governmental funds Committed $ 243,399

O. Compensated Leave Payable

For governmental funds, compensated leave payable is recorded as current and noncurrent liabilities
and as expenses only on the Government-Wide Financial Statements. For proprietary funds, current
and non-current liabilities for compensated leave payable are recorded as expenses in both the
Government-Wide Financial Statement and the Fund Financial Statement.

P. Use of Estimates

The preparation of the Basic Financial Statements in conformity with GAAP requires management to
make estimates and assumptions. These estimates and assumptions affect the reported amounts of
assets and liabilities and the disclosure of contingent assets and liabilities. In addition, estimates affect
the reported amount of expenses. Actual results could differ from these estimates and assumptions.

62



City of San Mateo
Notes to Basic Financial Statements
For the year ended June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Q. New Pronouncements

In 2014, the City adopted new accounting standards in order to conform to the following Governmental
Accounting Standards Board Statements:

> GASB Statement No. 65, Items Previously Reported as Assets and Liabilities - This statement
establishes accounting and financial reporting standards that reclassify, as deferred outflows of
resources or deferred inflows of resources, certain items that were previously reported as assets
and liabilities and recognizes, as outflows of resources or inflows of resources, certain items that
were previously reported as assets and liabilities. The City restated beginning net position as
part of implementation of this standard.

> GASB Statement No. 66, Technical Corrections — 2012 - An Amendment of GASB Statements No. 10
and No. 62 - The objective of this statement is to improve accounting and financial reporting for
a governmental financial reporting entity by resolving conflicting guidance that resulted from
the issuance of two pronouncements, Statements No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions, and No. 62, Codification of Accounting and Financial Reporting
Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements. There was no
effect on net position as part of implementation of this standard.

» GASB Statement No. 67, Financial Reporting for Pension Plans — An Amendment of GASB Statement
No. 25 - The objective of this statement is to improve financial reporting by state and local
governmental pension plans. There was no effect on net position as part of implementation of
this standard.

» GASB Statement No. 70, Accounting and Financial Reporting for Nonexchange Financial Guarantees
- The objective of this statement is to improve accounting and financial reporting by state and
local governments that extend and receive nonexchange financial guarantees. There was no
effect on net position as part of implementation of this standard.

2. CASH AND INVESTMENTS

The City maintains a cash and investment pool for all funds. Certain restricted funds that are held and
invested by independent outside custodians through contractual agreements are not pooled. These
restricted funds include cash and investment held by trustees.
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2. CASH AND INVESTMENTS, Continued
A. Summary of Cash and Investments
The following is a summary of cash and investments at June 30, 2014:

Government-Wide Statement of Net Position

Governmental Business-Type Fiduciary
Activities Activities Funds Total
Deposits and investments $ 145,921,834 $ 23,797,907 $ 5,650,145 $ 175,369,886
Restricted cash and investments 1,295,806 2,039,113 41,987,228 45,322,147
Total cash and investments $ 147,217,640 $ 25,837,020 $ 47,637,373  $ 220,692,033

Cash and investments as of June 30, 2014 consist of the following:

Cash on hand $ 27,399
Deposits with financial institution 2,761,939

Total cash on hand and deposits 2,789,338
Local Agency Investment funds 24,734,254
San Mateo County Pool 48,697,275
Investments 99,149,019
Total investments 172,580,548

Total City Treasury 175,369,886
Cash with fiscal agent 45,322,147

Total cash and investments $ 220,692,033

B. Deposits

The carrying amount of the City’s cash deposit was $2,761,939 at June 30, 2014. Bank balances before
reconciling items were a positive amount of $3,520,118 at June 30, 2014. The City has waived the
collateral requirements for cash deposits, which are fully insured up to $250,000 by the Federal Deposit
Insurance Corporation. The remaining amount was collateralized with securities held by the pledging
financial institutions in the City’s name.

The California Government Code (Code) requires California banks and savings and loan associations to
secure the City’s cash deposits by pledging securities as collateral. The Code states that collateral
pledged in this manner shall have the effect of perfecting a security interest in such collateral superior to
those of a general creditor. Thus, collateral for cash deposits is considered to be held in the City's name.
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2. CASH AND INVESTMENTS, CONTINUED
B. Deposits, Continued

The market value of pledged securities must equal at least 110% of the City’s cash deposits. California
law also allows institutions to secure City deposits by pledging first trust deed mortgage notes having a
value of 150% of the City’s total cash deposits.

The City follows the practice of pooling cash and investments of all funds, except for funds required to
be held by fiscal agents under the provisions of bond indentures. Interest income earned on pooled
cash and investments is allocated to the various funds based on the period-end cash and investment
balances. Interest income from cash and investments with fiscal agents is credited directly to the related
fund.

C. Investments

Under the provisions of the City’s investment policy, and in accordance with the Code, the following
investments are authorized:

Maximum Maximum
Maximum Percentage of Investment in
Authorized Investment Type Maturity Portfolio One Issuer
Securities issued by the U.S. Treasury 5 years No limit No limit
U.S. Agency Securities and Instrumentalies 5 years 70% 35% of portfolio
Banker's acceptances 180 days 30% 5% of portfolio
Repurchase agreements 90 days 10% 5% of portfolio
Local Agency Investment Fund N/A 65% 65% of portfolio
San Mateo County Pool N/A 30% 30% of portfolio
Money Market/Mutual Funds N/A 20% 5% of portfolio
Prime Commercial Paper 270 days 15% 2% of portfolio
Medium-term Corporate Notes 5 years 10% 2% of portfolio
Non-negotiable Certificates of Deposit 3 years 30% 5% of portfolio

Investments are stated at fair value using the aggregate method in all funds, resulting in the following
investment income in all funds:

Interest income $ 1,252,627
Unrealized gain in changes in fair value of investments 502,320
Total investment income $ 1,754,947
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2.

CASH AND INVESTMENTS, Continued

C. Investments, Continued

D.

The City’s portfolio value fluctuates in an inverse relationship to any change in interest rate.
Accordingly, if interest rates rise, the portfolio value will decline. If interest rates fall, the portfolio
value will rise. The portfolio for year-end reporting purposes is treated as if it were all sold. Therefore,
fund balance must reflect the portfolio’s change in value. These portfolio value changes are unrealized
unless sold. Generally the City’s practice is to buy and hold investments until maturity dates.
Consequently, the City’s investments are carried at fair value.

The City is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated by
California Government Code Section 16429 under the oversight of the Treasurer of the State of
California. The City’s investments with LAIF at June 30, 2014, include a portion of the pool funds
invested in Structured Notes and Asset-Backed Securities. These investments include the following;:

Structured Notes - are debt securities (other than asset-backed securities) whose cash flow
characteristics (coupon rate, redemption amount, or stated maturity) depend upon one or more
indices and/or have embedded forwards or options.

Asset-Backed Securities - the bulk of which are mortgage-backed securities, entitle their purchasers
to receive a share of the cash flows from a pool of assets such as principal and interest repayments
from a pool of mortgages (such as Collateralized Mortgage Obligations) or credit card receivables.

As of June 30, 2014, the City had $24,734,254 invested in LAIF, which had invested 1.86% of the pool
investment funds in Structured Notes and Asset-Backed Securities as compared to 1.96% in the previous

year. The LAIF fair value factor of 1.000298750 was used to calculate the fair value of the investments in
LAIF.

The City is also a voluntary participant in the San Mateo County Investment Fund (County Pool) that is
regulated by California Government Code Section 16429 under the oversight of the Treasurer of the
County. The City reports its investment in the County Pool at the fair value amount provided by the
County. Included in the County Pool’s investment portfolio are US Treasury Notes, Obligations issued
by agencies of the United States Government, LAIF, Corporate Notes, Commercial Paper, collateralized
mortgage obligations, mortgage-backed securities, other asset-backed securities, and floating rate
securities issued by federal agencies, government-sponsored enterprises, and corporations. The fair
value factor of 0.99643 was used to calculate the fair value of the investments in the County Pool.

Risk Disclosures

Interest Risk: Interest rate risk is the market value fluctuation due to overall changes in the interest rates.
It is mitigated by limiting the average maturity of the City’s portfolio not to exceed three years.
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2. CASH AND INVESTMENTS, Continued
D. Risk Disclosures, Continued

Investments held in the City Treasury grouped by maturity date at June 30, 2014, are shown below:

Investment Maturities (in years)

Investment Type Fair Value 1year or Less 2 years 3 years 4 years 5 years

Securities of U.S. Government

Treasury and Agencies:

Federal Farm Credit Bank Bonds (FFCB) $ 17,003,935 $ 1,012,846 $ 6,016,943 $ 3,007,062 $ 6,967,084 $
Federal Home Loan Bank Bonds (FHLB) 12,434,264 1,025,454 997,134 5,028,872 5,382,804 -
Federal Home Loan Mortg. Corp. Notes (FHLMC) 11,989,416 1,001,423 1,999,713 3,511,565 5,476,715 -
Federal National Mortg. Assn. Notes (FNMA) 24,542,640 1,001,841 1,000,782 8,570,028 13,969,989 -
US Treasuries 14,986,640 1,014,062 - 7,059,453 6,913,125 -
Barclay's Commercial Paper 499,915 499,915 - - - -
Berkshire Hathaway Corporate Note 1,024,752 1,024,752 - - - -
GE Capital Corporate Note 2,030,062 - 2,030,062 - - -
IBM Corporate Note 1,026,141 - 1,026,141 - - -
Microsoft Corporate Note 516,498 - 516,498 - - -
Toyota Motor Credit Coroprate Note 1,005,435 - 1,005,435 - - -
Money Market 3,246,352 3,246,352 - - - -
Time Deposits 8,842,970 4,850,000 3,992,970 - - -
Subtotal 99,149,019 14,676,645 18,585,678 27,176,980 38,709,717 -
City Local Agency Investment Fund 24,734,254 24,734,254 - - - -
San Mateo County Pool 48,697,275 48,697,275 - - - -

Total $ 172,580,548 $ 88,108,174 $ 18,585,678 $ 27,176980 $ 38,709,717 $

Liquidity Standard: As a means of maintaining liquidity, the City’s investment policy limits are as

follows:
Maturity % of Portfolio
Up to six months 25% (Minimum)
Six months to five years 75% (Maximum)

Credit Risk: Credit risk is the risk that a security or a portfolio will lose some or all of its value due to a
real or perceived change in the ability of the issuer to repay its debt. According to the City’s investment
policy, no more than 5% of the total portfolio (2% for commercial paper and medium term notes) may
be invested in securities of any single issuer, other than the US Government, its agencies and
instrumentalities, San Mateo County Pool and LAIF. If a security is downgraded by either Moody’s or
S&P to a level below the minimum quality required by the City, it shall be the City’s policy to sell that
security as soon as practicable. The City’s policy primarily requires all AAA ratings, except for Banker’s
Acceptance (A1); Commercial Paper (A1) and Medium-term Corporate Notes (A).
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2.

CASH AND INVESTMENTS, Continued

D. Risk Disclosures, Continued

3.

A.

At June 30, 2014, the City’s deposits and investments were rated as follows:

Deposits
Investments:
Time Deposit of Certificates

Securities of U.S. Government Agencies:
Federal Farm Credit Bank Bonds (FFCB)
Federal Home Loan Bank Bonds (FHLB)
Federal Home Loan Mortg. Corp. Notes (FHLMC)
Federal National Mortg. Assn. Notes (FNMA)
US Treasuries
Berkshire Hathaway
GE Capital
IBM
Microsoft
Toyota

Local Agency Investment Funds
San Mateo County Pool
Money Market Funds

Custodial Credit Risk: For an investment, custodial credit risk is the risk that, in the event of the failure of
the counterparty, the City will not be able to recover the value of its investments or collateral securities
that are in the possession of an outside party. None of the City’s investments were subject to custodial

credit risk.

INTERFUND TRANSACTIONS

Due To/From Other Funds

Credit Quality Ratings
Moody's S&P
P-1 Al
B
Aaa AA+
Aaa AA+
Aaa AA+
Aaa AA+
Aaa AA+
Aa2 AA
Al AA+
Aa3 AA-
Aaa AAA
Aa3 AA-
Not Rated
Not Rated
Aaa AAA

At June 30, 2014, the City had the following due to/from other funds:

Due To General Fund

Due From Other Funds

Non-Major Governmental Fund
Golf Enterprise Fund
Internal Service Funds

Total

The amounts due to the General Fund from other funds represent reclassified temporary negative cash
balances pending grant reimbursements or other receivables. Current interfund balances arise in the
normal course of operations and are expected to be repaid shortly after the end of the fiscal year.
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3. INTERFUND TRANSACTIONS, Continued
B. Transfers

At June 30, 2014, the City had the following transfers in/out which arise in the normal course of
operations.

Transfers In

General Non-Major Internal
Transfers Out General Capital Projects Governmental Funds Service Funds Total
Major Funds
General Fund - $ 6,097,660 $ 102,110 $ 750,000 6,949,770
General Capital Projects - - 191,885 191,885
Home Special Revenue - 1,229 - 1,229
Low & Moderate Income
Housing Asset Fund 706,475 14,971 - - 721,446
Non-major Govtl Funds 1,517,500 3,081,733 201,984 41,336 4,842,553
Total Govt Funds 2,223,975 9,195,593 304,094 983,221 12,706,883
Internal Service Funds - 900,172 - - 900,172
Total $ 2,223,975 $ 10,095,765 $ 304,094 $ 983,221 $ 13,607,055

Transfers to the General Fund from non-major funds primarily originated from gas taxes and were used
for street repairs and maintenance. Transfers from General Fund were made to: 1) the General Capital
Projects Fund for budgeted projects related to street and sidewalks repair and rehabilitation, bikeway
and pedestrian path improvements and citywide building components replacement; 2) the
Comprehensive Liability Insurance Liability Fund to restore the fund balance to the actuarially-
determined, marginally-acceptable level in accordance with City financial policy; and, 3) the Fire
Protection and Life Safety Fund to offset the costs of performing fire scene investigations, coordinating
community outreach and providing fire safety education to public, private and business sectors.

Transfers to the General Capital Projects Fund were made from: 1) gas taxes for street resurfacing and
rehabilitation; 2) CDBG funds for low and moderate income housing activities and sidewalk repairs;
and, 3) the 2% Hotel Tax fund for the design and construction of Fire Station 24.

4. LOANS AND NOTES RECEIVABLE
A. Government-Wide Financial Statements

At June 30, 2014, the City’s loans and notes receivable consisted of the following;:

Loans and notes receivable $ 55,548,968
Allowances for potential forgiveness (7,926,767)
Loans and notes receivable, net $ 47,622,201
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4. LOANS AND NOTES RECEIVABLE, Continued

B. Fund Financial Statements

The City acting as the successor agency of the former redevelopment agency engages in programs
designed to encourage construction or improvement in low-to-moderate income housing or other
projects. Under these programs, loans are provided under favorable terms to homeowners or
developers who agree to spend these funds in accordance with the City’s terms. In the governmental
fund financial statements, these loans have been offset by deferred inflows of resources as they are not

expected to be repaid immediately.

Loans and notes receivable, including accrued interest and related unearned and unavailable revenue,
comprised balances from the following programes, all of which are discussed below:

Balance Balance
Description Year Due June 30, 2014 June 30, 2013
Governmental Funds:
First-Time Homebuyer Loans Various 19,730,096 $ 19,410,940
Home Rehabilitation Loans Various 1,595,755 1,704,310
106 N. Eldorado 2036 450,000 450,000
Darcy Building 2040 1,439,332 1,447,313
Edgewater Isle Senior Apartments 2048 4,056,024 3,974,265
Belmont Building 2032 800,000 800,000
St. Matthew Hotel 2036 2,524,110 2,492,889
Rotary Hacienda 2058 4,404,366 4,369,069
Turning Point 2018 1,006,520 1,102,297
12 N. Idaho Street 2034 100,000 100,000
200 S. Delaware Street 2049 1,816,425 1,778,445
232 S. Humboldt Street 2021 700,178 685,178
11 S. Delaware Street 2032 1,111,591 1,086,699
El Camino Family Housing 2042 4,513,094 4,411,514
Swanson - 349 North Claremont 2025 333,806 322,029
Lesley Foundation 2020 59,592 67,637
MP San Mateo Transit Associates 2062 7,795,056 7,686,186
MP Delaware Pacific Associates LP 2067 1,281,074 1,245,074
Gateway Commons Assessment Loan Various 765,759 811,952
Cal Home Loans Various 610,615 683,748
Total governmental funds 55,093,393 54,629,545
Internal Service Funds:
Employee Loan Open 455,575 455,575
Total Primary Government 55,548,968 $ 55,085,120
Fiduciary Fund- Successor Agency Private Purpose Trust Fund
Business Development Loans 2029 261,562 255,109
Total Fiduciary Funds 261,562 $ 255,109
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4. LOANS AND NOTES RECEIVABLE, Continued
B. Fund Financial Statements, Continued
First-Time Homebuyer Loans

The City has provided various loan programs for first time homebuyers since 1989. In general they
provide secondary financing for low and moderate buyers in the City of San Mateo that have deferred
payments in order to allow the buyer to maximize their purchasing capacity. The various loan terms
are described below:

Gateway Commons Original Buyers - Second loans accrue interest that compounds annually.
Payment of principal and interest is paid upon sale of property. Units are sold at market value and
at that time the City also receives as payment a share of the appreciation based on the percentage of
the City loan to original purchase price. The City has first right of refusal to purchase unit to roll
over to new eligible buyer.

First Time Buyer Resale Program - Subsequent buyers at Gateway Commons and other first time
buyer complexes have different loan terms: Second loans up to $60,000 accrue interest that is
compounded annually. The resale price is restricted by applying the percentage increase in median
income from the time of the purchase date to the sale date, to the initial sales price. The City has the
first right of refusal to roll unit to a new eligible buyer at the restricted sales price. The principal is
repaid, but payment of the accrued interest is waived. If the City does not exercise the option to
purchase, the unit can be sold at fair market value to a non-eligible buyer. In this case the principal,
interest and appreciation share payment is paid to the City.

Neighborhood Purchase Program - A second loan of up to 20% of the purchase price, or maximum
of $60,000, accrues simple interest of 3% per year. This is an amortized loan where monthly
payments are deferred for five years and then repaid over 25 years. This program is no longer
active. There are no resale price restrictions.

CASA Program - Secondary funds of up to 20% of the purchase price, or maximum of $60,000 are
available from a partnership between the City and the program lender, City National Bank. Buyers
obtain a first loan with the bank. The Bank and the City each provide half of the secondary funds in
second and third position respectively. Loan repayment is deferred until sale or refinance, at which
time the original loan, plus a percentage of the appreciation is distributed to the City and the bank.
This program is no longer active. There are no resale price restrictions.

Countywide Home Investment Partnership (CHIP) Program - This program provides a second loan
of up to 20% of the purchase price, or maximum of $60,000. No interest and no payments are due
for 10 years. Then payments are amortized at 4% for 25 years. Upon sale of the property or
refinance, an appreciation share payment is due to the City. This program is designed to partner
with other local secondary loan programs, such as the Community College District program that
provides the same loan terms, except that the interest and payments are deferred for five years.
There are no resale price restrictions.
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4. LOANS AND NOTES RECEIVABLE, Continued
B. Fund Financial Statements, Continued
First-Time Homebuyer Loans, Continued

Meadow Court Program - This program provides first-time homebuyers down payment assistance
for the purchase of units at Meadow Court. The loans are secured by a second deed of trust to
eligible homebuyers who obtain a conventional mortgage from a private lender. The original term
of the loan is 40 years with an interest rate varying between 4% and 10%. At year 31, provided that
the property has not been sold or transferred, 10% of principal and interest will be forgiven each
year until year 40, at which time the entire note is forgiven.

Home Rehabilitation Loans

The City has administered various housing rehabilitation loan programs using Community
Development Block Grant funds, former Redevelopment Agency Housing Set-Aside funds and City
Housing funds. Under these Programs, individuals with incomes below a certain level are eligible to
receive low interest, variable term loans, secured by deeds of trust for rehabilitation work on their
homes. The maximum loan limit is $85,000 and $100,000 for historic properties. The loan repayments
may be amortized over the life of the loans, deferred or a combination of both.

106 N. Eldorado

The City loaned $450,000 to Housing Association for the Needy and Dispossessed, Inc. (HAND), a non-
profit organization, to acquire and rehabilitate six apartment units at 106 N. Eldorado for low-income
housing. The loan bears no interest and is due in 40 years. If the property has not been sold or
transferred, beginning in 2027, ten percent of the principal will be forgiven annually until 2036, at which
time the entire loan principal will be forgiven.

Darcy Building

On June 30, 2000, the City and the former Redevelopment Agency made four loans, the proceeds of
which were used to conduct substantial rehabilitation and residential conversion of the Darcy Building
for low income households. The loans carry interest at rates that vary from 0% to 5% with a term of 30
years. If the property remains in the developer’s hands, two of the loans allow partial forgiveness
beginning in year 30, with full forgiveness in year 40.

72



City of San Mateo
Notes to Basic Financial Statements
For the year ended June 30, 2014

4. LOANS AND NOTES RECEIVABLE, Continued
B. Fund Financial Statements, Continued
Edgewater Isle Senior Apartments

On June 30, 2000, the City and the former Redevelopment Agency made a loan to the Human
Investment Project for the purchase and minor rehabilitation of ninety-two low and moderate income
senior rental units at Edgewater Isle. Payments of principal and 3% interest are deferred until 2048 or
the sale or transfer of the property, whichever comes first.

Belmont Building

On June 30, 2000, the City and the former Redevelopment Agency made two loans, the proceeds of
which were used to convert this building into six one-bedroom units for very low income families. The
loans bear no interest and are for a term of 40 years. If the property remains in the developer’s hands,
beginning in year 2023, ten percent of the principal will be forgiven annually until year 2032, at which
time the entire loan principal will have been forgiven.

St. Matthew Hotel

On June 30, 2000, the City and the former Redevelopment Agency made a loan to a developer, who
used these funds to rehabilitate this hotel into a single room occupancy development for very low-
income households. Interest is at 0% to 3%; principal and interest are due in 2036. Annual payments on
the 3% loan are based on available cash flow, if any.

Rotary Hacienda

In 1988, the former Redevelopment Agency entered into a Development and Disposition Agreement
with Rotary Hacienda Inc. for the construction and operation of an 82-unit senior rental housing project.
The Agreement includes a promissory note in the amount of $968,383, which bears simple interest at a
rate of 8.75% compounded annually, and is due on December 30, 2028. In 2004, the loan was recast for
$968,000 with 0% interest, a 40-year term and no prepayment penalty.

In 2003, the former Redevelopment Agency entered into two Predevelopment Loan Agreements with
Rotary Hacienda Inc. for the purchase of land and predevelopment of the Rotary Floritas Apartments
project. The Agreement includes two promissory notes in the amount of $1,800,000 and $1,200,000,
which bear a simple interest at 3.00% compounded annually, respectively. Both agreements are due on
October 30, 2058.
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4. LOANS AND NOTES RECEIVABLE, Continued
B. Fund Financial Statements, Continued
Turning Point

On June 26, 1988, the former Redevelopment Agency and the Mid-Peninsula Coalition Belle Haven, Inc.,
entered into an agreement, which provided loans of $69,262 in City funds and $305,000 in Agency funds
to assist with the acquisition and development of an emergency housing shelter called Turning Point.
The loan bears no interest and is due in 2018; however, repayment is not required as long as the facility
remains a shelter.

12 N. Idaho Street

In 1994, HAND, Inc., a non-profit organization, received loans of $100,000 from the former
Redevelopment Agency and $10,436 from the City to assist in the purchase of a six-unit apartment
building located at 12 N. Idaho Street to be used as an affordable housing complex. The Agency loan
carries an interest rate of 10% and is for a period of 40 years and the City loan carries no interest and is
for a period of 15 years. Principal payments on both loans are deferred until the earlier of sale or
transfer of the property or the maturity date.

200 S. Delaware Street

On October 6, 1999, the City and the former Redevelopment Agency loaned $1,266,000 to HAND to
acquire and rehabilitate sixteen units at 200 S. Delaware Street for low-income housing. The loan bears
an interest rate of 3%. Principal and interest are due in 2049. However, HAND has an option of
renewing the loan agreement for another fifty years.

232 S. Humboldt Street

On February 9, 2001, the City and the former Redevelopment Agency loaned $500,000 to Mateo Lodge,
Inc., to rehabilitate nine units at 232 S. Humboldt Street for low-income housing. The loan bears an
interest rate of 3%. Principal and interest are due in 2021. However, Mateo Lodge, Inc. has an option of
renewing the loan agreement for another twenty years.

11 S. Delaware Street
On June 17, 2002, the City loaned $660,000 to HAND to acquire and rehabilitate eleven units at 11 S.

Delaware Street for affordable housing. The loan bears an interest rate of 3%. Principal and interest are
due in 2032. However, HAND has an option of renewing the loan agreement for another thirty years.
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4. LOANS AND NOTES RECEIVABLE, Continued
B. Fund Financial Statements, Continued
El Camino Family Housing

In December 2002, El Camino Family Housing, L.P., received a loan of $3,386,000 from the former
Redevelopment Agency to develop the Santa Inez Apartments which is to be used as an affordable
housing complex. The Agency loan carries an interest rate of 3% and is for a period of 40 years. Annual
payments of principal and interest in the amount of $140,688 from the borrower’s “available cash flow”
will be required annually. In the event the “available cash flow” is inadequate to remain current, the

loan shall nevertheless be due and payable in 40 years.
Droese Loan - Steiners Jewelry

On July 28, 2004, the City entered into a loan agreement with Michael and Shawna Droese. The
agreement includes two promissory notes in the amount of $100,000 and $85,000, with each bearing
5.5% interest rate. Payment shall be made in 300 equal payments of principal and interest at the rate of
$614.09 due on the first day of every month starting October 1, 2004. Both notes are due on October 1,
2029.

Swanson Loan

On January 1, 2005, the City loaned $7,500 to Angelina Swanson for architectural services and structural
engineering test at 349 North Claremont Street. Additional loans for reconstruction were made during
the next 3 years, bringing the total principal to $235,552. The loan bears an interest rate of 5%. Principal
and interest payments are deferred for 20 years or until sale or transfer of the property.

Lesley Foundation
On June 14, 2005, the City entered into a promissory note with the Lesley Foundation. The note bears
an interest rate of 3%. Payment shall be made in 180 equal payments of principal and interest at the rate

of $828.70 due on the first day of every month starting October 1, 2005 until the principal is paid in full.
The full amount of the loan agreement was for $120,000.
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4. LOANS AND NOTES RECEIVABLE, Continued
B. Fund Financial Statements, Continued
MP San Mateo Transit Associates Loan

In November 2006, the City and the former Redevelopment Agency entered into a loan agreement with
the Mid-Peninsula Housing Coalition. The agreement includes three promissory notes in the amounts of
$1,230,000 (City funds), $1,200,000, and $2,870,000 (Agency funds), which bear 3% interest. The payment
of principal and interest is due on the maturity date or the sale or transfer of the property except for a
sale or transfer to an affiliate nonprofit public benefit corporation or to a limited partnership in which
an affiliate is the general partner. The maturity date shall occur fifty-five (55) years from the date of the
receipt of the final certificate of occupancy. Beginning with borrower’s first fiscal year following the first
year after receipt of the certificate of occupancy, borrower shall make annual payments of principal and
interest to the City only from “Available Cash Flow” which is defined from borrower’s preceding fiscal
year.

In October 2009, the City received Infill Infrastructure Grant funds from the State of California in the
amount of $3,854,240, which was passed on to the Mid Peninsula Housing Coalition in the form of a
deferred zero interest loan which is due at maturity, which is 55 years from receipt of the final certificate
of occupancy.

Gateway Commons Assessment Loan

In February 2011, the City and the former Redevelopment Agency entered into a loan agreement with
the Gateway Commons Owners Association. It has been determined that major repairs and
rehabilitation of the condominium property are needed. This agreement provides eligible owners of the
affordable units loans in the range of $10,000 to $30,000 as one-time lump sum special assessment to
Gateway Commons. The original term of the loan is 15 years with an interest rate varying between 0%
and 3%. The loan repayment may be amortized over the life of the loans, deferred or a combination of
both.

Cal Home Loans

In June 2009, the City entered into a program agreement with the California Department of Housing
and Community Development to receive $750,000 in grant funds from the CalHOME program for its
Owner Occupancy Rehabilitation Program. These funds are used for home repair loans up to $60,000 to
low and moderate income households at 3% interest, payments deferred for 30 years. Loan repayments
will go into a revolving loan fund to be used for future housing rehabilitation loans.
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MP Delaware Pacific Associates L.P.

In April 2012, the City and the Successor Agency entered into a loan agreement with the Mid-Peninsula
Delaware Pacific Associates, LP. The agreement includes two promissory notes in the amounts of $880,000
(HOME Grant funds) and $320,000 (Successor Agency Funds), which bear 3% interest. Beginning with
borrower’s first fiscal year following the first year after receipt of the certificate of occupancy, borrower
shall make annual payments of principal and interest to the City only from “Available Cash Flow” which is
defined from borrower’s preceding fiscal year. The payment of remaining principal and interest is due on
the maturity date or the sale or transfer of the property except for a sale or transfer to an affiliate nonprofit
public benefit corporation or to a limited partnership in which an affiliate is the general partner. The
maturity date shall occur fifty-five (55) years from the date of the receipt of the final certificate of
occupancy.

Employee Loan - Related Party Transaction

In March 2003, a newly appointed City Attorney (Employee) received a loan of $455,575 from the City to
assist with obtaining suitable housing. The City and the employee agreed to hold title to the property
purchased as an investment and for use as a personal residence by Employee and his family. The
agreement will terminate upon whichever of the following events first occur: (1) termination of the
employment relationship between the City and the employee by either party, (2) the death of the
employee, (3) the failure by the employee to occupy said property as his principal place of residence for
a period of ninety consecutive days. The City and the employee will share in the profits and losses of
the property at 52.6% and 47.4%, respectively.

Successor Agency to former RDA - Business Development Loans
Low simple interest business development loans were issued by the former Redevelopment Agency for
the purpose of stimulating economic growth in the blighted redevelopment area. On February 1, 2012,

unpaid loan balances were transferred to the Successor Agency to the former RDA due to the
dissolution of the former Redevelopment Agency (See Note 18).
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5. UNEARNED REVENUE

Unearned revenues in the Government-Wide and Fund Financial Statements represent amounts for
which revenues have not been earned. At June 30, 2014, unearned revenues were as follows:

Unearned

Revenues
Prepaid summer course registration $ 1,002,085
Prepaid recreation classes 68,954
Unearned grant revenues 118,254

Total $ 1,189,293

6. DEFERRED INFLOWS/OUTFLOWS OF RESOURCES

A. Deferred Inflows of Resources

At June 30, 2014, the following unavailable revenues were recorded and classified as deferred inflows of
resources in the Fund Financial Statements, because the revenues were not available to finance
expenditures of the current period:

Governmental Funds:
General Low Moderate
Capital City Income Non-Major
Projects HOME Housing Housing Funds Total
Long-Term Notes Receivable Principal $ 4,423,666 $ 7205210 $ 2,969,524 $ 21,775916 $ 1,489,987 $ 37,864,303
Interest Accruals:
1st Time Home Buyer Loan - - 5,689,936 5,371,696 364,870 11,426,502
Home Rehabilitation Loan - - 40,818 226,264 209,693 476,775
11 S. Delaware Loan - 281,841 - - - 281,841
200 S. Delaware Loan - 339,060 - 211,365 - 550,425
Darcy Building - - - 468 - 468
Edgewater Isle Senior Apt Loan - 240,611 - 1,090,143 - 1,330,754
St. Matthew Hotel Loan - - - 524,110 - 524,110
El Camino Family Hsg Loan - - - 1,127,094 - 1,127,094
Turning Point Loan - 1,617 - 154,296 35,730 191,643
Humboldt House Loan - 146,130 - 54,048 - 200,178
Rotary Floritas Loan - - - 557,366 - 557,366
Gateway Commons Assessment Loan - 27,078 - 2,408 - 29,486
Swanson Loan - 98,254 - - - 98,254
Lesley Foundation - 127 - - - 127
MP San Mateo Transit Associates - 126,845 - 184,959 - 311,804
MP Delaware Pacific Assoc LP - 59,454 - 21,620 - 81,074
Cal Home Loan 41,189 - - - - 41,189
Unbilled grant revenues and other revenues to
be collected after 90 days from year-end 868,803 - - - - 868,803
Total $ 5333658 $ 8526227 $ 8700278 $ 31,301,753 $ 2,100,280 $ 55,962,196
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6. DEFERRED INFLOWS/OUTFLOWS OF RESOURCES, Continued

B. Deferred Outflows of Resources

The City recorded the following items as deferred outflows of resources as of June 30, 2014.

Balance

July 1,2013

Retirements

Balance

June 30, 2014

Government-Wide Financial Statements

Governmental Activities

2013 General Obligation

Bonds Deferred Loss on Refunding

1,341,180

(78,508)

1,262,672

Business Type Activities

Deferred loss on refunding, 2007
Golf Course and 2011 Sewer Bonds

1,024,789

(117,778)

907,011

Fund Financial Statements

Sewer Enterprise Fund

2011 Series Sewer Revenue

Bonds Deferred Loss on Refunding

806,180

(104,115)

702,065

Golf Course Enterprise Fund

2007 Golf Course Revenue

Bonds Deferred Loss on Refunding

218,609

(13,663)

204,946

Fiduciary Funds

2007 Series A Refunding Tax Allocation

Bonds Deferred Loss on Refunding

1,654,468

(137,872)

1,516,596
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7. CAPITAL ASSETS

A. Government-Wide Financial Statements

At June 30, 2014, the City’s capital assets consisted of the following:

Non-depreciable assets:
Land

Construction in progress
Total non-depreciable assets

Depreciable assets:
Buildings and improvements
Treatment plant & transmission lines
Machinery and equipment

Infrastructure

Less accumulated depreciation:
Buildings and improvements
Treatment plant & transmission lines
Machinery and equipment

Infrastructure
Total accumulated depreciation

Total depreciable assets

Total capital assets

Governmental Business-Type
Activities Activities Total

$ 45,586,765 $ 4,217,298 49,804,063
6,243,014 15,802,272 22,045,286
51,829,779 20,019,570 71,849,349
152,099,816 11,790,969 163,890,785
- 176,997,726 176,997,726
32,183,566 3,280,147 35,463,713
430,635,745 - 430,635,745
614,919,127 192,068,842 806,987,969
34,291,636 5,428,960 39,720,596
- 77,137,678 77,137,678
24,177,887 2,502,050 26,679,937
214,096,271 - 214,096,271
272,565,794 85,068,688 357,634,482
342,353,333 107,000,154 449,353,487
$ 394,183,112 $ 127,019,724 521,202,836
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7. CAPITAL ASSETS, Continued
A. Government-Wide Financial Statements, Continued

The following is a summary of changes in the capital assets for the governmental activities during the
fiscal year:

Balance Balance
June 30, 2013 Additions Retirements Reclassification June 30, 2014
Non-depreciable assets:
Land $ 45,586,765 $ - $ - $ - $ 45,586,765
Construction in progress 6,826,976 16,416,985 - (17,000,947) 6,243,014
Total non-depreciable assets 52,413,741 16,416,985 - (17,000,947) 51,829,779
Depreciable assets:
Building and improvements 145,778,343 - - 6,321,473 152,099,816
Machinery and equipment 31,714,702 819,554 (350,690) - 32,183,566
Infrastructure 418,225,094 1,731,177 - 10,679,474 430,635,745
595,718,139 2,550,731 (350,690) 17,000,947 614,919,127
Less accumulated depreciation:
Building and improvements 30,592,289 3,699,347 - - 34,291,636
Machinery and equipment 22,817,624 1,680,980 (320,717) - 24,177,887
Infrastructure 203,586,548 10,509,723 - - 214,096,271
Total accumulated depreciation 256,996,461 15,890,050 (320,717) - 272,565,794
Total depreciable assets, net 338,721,678 (13,339,319) (29,973) 17,000,947 342,353,333
Total capital assets $ 391,135,419 $ 3,077,666 $ (29,973) % - $ 394,183,112

Depreciation expense by program for capital assets for the year ended June 30, 2014 was as follows:

General government $ 375,067
Community development 85,640
Public safety 2,281,824
Public works 9,537,138
Parks and recreation 1,832,220
Library 1,778,161

Total depreciation expense $ 15,890,050
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7. CAPITAL ASSETS, Continued
A. Government-Wide Financial Statements, Continued

The following is a summary of changes in the capital assets for business-type activities during the fiscal

year:
Balance Balance
July 1, 2013 Additions Retirements Reclassification June 30, 2014
Non-depreciable assets:
Land $ 4217298 % - % - % - % 4,217,298
Construction in progress 11,595,953 8,527,555 (79,000) (4,242,236) 15,802,272
Total non-depreciable assets 15,813,251 8,527,555 (79,000) (4,242,236) 20,019,570
Depreciable assets:
Golf building and improvements 11,790,969 - - - 11,790,969
Sewer treatment plant
and transmission lines 172,697,018 58,472 - 4,242,236 176,997,726
Machinery and equipment 3,111,891 196,515 (28,259) - 3,280,147
Total depreciable assets 187,599,878 254,987 (28,259) 4,242,236 192,068,842
Less accumulated depreciation:
Golf building and improvements 5,060,320 368,640 - - 5,428,960
Sewer treatment plant
and transmission lines 73,990,134 3,147,544 - - 77,137,678
Machinery and equipment 2,423,549 106,760 (28,259) - 2,502,050
Total accumulated depreciation 81,474,003 3,622,944 (28,259) - 85,068,688
Total depreciable assets, net 106,125,875 (3,367,957) - 4,242 236 107,000,154
Total capital assets $ 121,939,126  $ 5,159,598 $ (79,000) % - $ 127,019,724

Depreciation expense for the year ended June 30, 2014 was as follows:

Sewer $ 3,246,093
Golf 376,850
Total depreciation expense $ 3,622,943

B. Governmental Fund Financial Statements
The governmental fund financial statements do not present general government capital assets but are

shown in the Reconciliation of the Governmental Funds Balance Sheet to the Government-Wide
Statement of Net Position.
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7.

CAPITAL ASSETS, Continued

C. Fiduciary Financial Statements

The following is a summary of changes in the capital assets for fiduciary funds during the fiscal year:

Successor Agency Private Purpose Trust Funds

Balance Balance
July 1,2013 Additions Retirements Reclassification June 30, 2014
Non-depreciable assets:
Land $ 7,274,984 $ - $ - $ - $ 7,274,984
Total land held for resale $ 7,274,984 $ - $ - $ - $ 7,274,984

Land held by the Successor Agency includes land that was previously held for resale by the Former

Redevelopment Agency Capital Project Fund and Land held by the Former Redevelopment Agency.

LONG-TERM DEBT

Governmental Activities

The following is a summary of long-term debt transactions including amortization for the year ended

June 30, 2014:
Original Issue Balance Bond Discount/ Balance Due Within
Amount June 30, 2013 Additions Deletions Premium June 30, 2014 One Year
Governmental Activities:
Bonds Payable:
General Obligation Bonds:

Series 2013, Refunding $ 27,295,000 $ 29,978,949 $ - % (970,000) $ (157,109) $ 28,851,840 $ 1,115,000
Revenue Bonds, Series 2003 7,900,000 6,690,000 - (180,000) - 6,510,000 190,000
Lease Revenue Bonds, Series 2007 A 17,400,000 16,655,000 - (240,000) - 16,415,000 260,000
S. Bayfront Flood Ctrl, Series 2011A 5,745,000 5,436,605 - (220,000) 5,418 5,222,023 225,000

Total long-term debt $ 58,340,000 $ 58,760,554  $ - % (1,610,000) $ (151,691) $ 56,998,863 $ 1,790,000
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8. LONG-TERM DEBT, Continued
A. Governmental Activities, Continued

General Obligation Refunding Bonds (Library Improvement Project), Series 2013 - Original Issue
$27,295,000

On March 21, 2013, the City of San Mateo issued $27,295,000 principal amount General Obligation
Refunding Bonds (Library Improvement Project), Series 2013 (2013 Refunding Bonds). The proceeds of
the 2013 Refunding Bonds were used to refund the 2000 and 2004A General Obligation Bonds, and to
pay the costs of issuance of the 2013 Refunding Bonds. The 2000 and 2004A General Obligation Bonds
were used to finance the construction, acquisition and improvement of a new main library and the
improvement of the City’s branch libraries.

The General Obligation Refunding Bonds mature annually each August 1 through 2030, with
installments ranging from $970,000 to $2,070,000. The interest on the Bonds is payable semi-annually on
each February 1 and August 1, and range from 2.50% to 4.00%. The 2013 Refunding Bonds are secured
by voter-approved, ad valorem property taxes: Series 2000 and Series 2004A. Annual principal and
interest payments on the bonds are expected to require 100% percent of net revenues. The Bonds are
subject to optional early redemption provisions. The outstanding principal balance net of bond
premium was $28,851,840 as of June 30, 2014 Total principal and interest remaining to be paid on the
2013 Refunding Bonds is $34,945,075. For the current year, principal and interest paid on the 2013
Refunding Bonds was $1,785,058 and ad valorem property tax net revenues were $2,164,652.

The outstanding balance held in escrow of the refunded 2000 and 2004 General Obligation Bonds as of
June 30, 2014 were $0 and $18,085,000 respectively. Under the Escrow Agreement, on August 1, 2014 the
City will irrevocably direct the Escrow Agent to apply moneys in the 2004 Bonds Escrow Account to
redeem all the 2004 Bonds.

The annual debt service requirements on the 2013 Refunding Bonds are as follows:

Year Ending
June 30, Principal Interest Total

2015 $ 1,115,000 $ 919,625 $ 2,034,625
2016 1,155,000 885,575 2,040,575
2017 1,190,000 844,450 2,034,450
2018 1,235,000 795,950 2,030,950
2019 1,285,000 745,550 2,030,550
2020-2024 7,315,000 2,892,350 10,207,350
2025-2029 8,955,000 1,413,350 10,368,350
2030-2031 4,075,000 123,225 4,198,225
Subtotal 26,325,000 $ 8,620,075 $ 34,945,075

Bond Premium 2,526,840

Total $ 28,851,840
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8. LONG-TERM DEBT, Continued
A. Governmental Activities, Continued
Revenue Bonds (Landfill Closure Project), Series 2003 - Original Issue $7,900,000

On November 13, 2003, the City of San Mateo Joint Powers Financing Authority issued $7,900,000
principal amount Revenue Bonds, Series 2003. The proceeds of the Revenue Bonds were used to finance
expenditures related to the final closure of a former landfill site and construction of park improvements.

The Revenue Bonds mature annually each August 1 through 2034, with installments ranging from
$180,000 to $485,000. The interest on the Revenue Bonds is payable semi-annually on each February 1
and August 1. The interest rate on the Revenue Bonds ranges from 4.20% to 5.00%. The Revenue Bonds
are solely payable from revenues of the Authority, consisting of base rental payments pursuant to a
facility lease and installment payments made by the City to the Authority. The Bonds are subject to
optional and mandatory redemption provisions. Total principal and interest remaining to be paid on the
Revenue Bonds is $10,384,414. The outstanding principal balance of the Revenue Bonds was $6,510,000
as of June 30, 2014.

The City funds the lease payments to the Authority from garbage collection surcharge fees. Annual
principal and interest payments on the bonds are expected to require 51% of garbage collection
surcharge net revenues. For the current year, principal and interest paid were $493,335 and garbage
collection surcharge net revenues were $978,198.

The annual debt service requirements on these bonds are as follows:

Year Ending

June 30, Principal Interest Total
2015 190,000 305,565 $ 495,565
2016 195,000 297,480 492,480
2017 205,000 289,080 494,080
2018 215,000 280,153 495,153
2019 225,000 270,580 495,580
2020-2024 1,285,000 1,185,268 2,470,268
2025-2029 1,630,000 842,413 2,472,413
2030-2034 2,080,000 391,750 2,471,750
2035 485,000 12,125 497,125
Total $ 6,510,000 $ 3874414 $ 10,384,414

85



City of San Mateo
Notes to Basic Financial Statements
For the year ended June 30, 2014

8. LONG-TERM DEBT, Continued
A. Governmental Activities, Continued

Variable Rate Demand Lease Revenue Bonds (Public Safety Project), Series 2007A - Original Issue
$17,400,000

On April 19, 2007, the City of San Mateo Joint Powers Financing Authority issued $17,400,000 principal
amount Variable Rate Demand Lease Revenue Bonds (Public Safety Project), Series 2007A (2007A
Variable Rate Bonds). The proceeds of the 2007A Variable Rate Bonds contributed to the construction of
a new police administration facility with a total project cost of $58,500,000. Other sources of funding for
this project included transient occupancy tax (hotel tax), redevelopment agency funds, sale of the
existing police facility site, and General Fund contributions.

The 2007A Variable Rate Bonds mature annually each April 1 through 2039 with installments ranging
from $240,000 to $1,195,000. The outstanding principal balance was $16,415,000 as of June 30, 2014. The
interest on the Bonds is payable monthly from the lease revenue of the Authority from the City. The
interest rate on the Bonds is determined based on the weekly variable rate set by the remarketing agent,
which can be no greater than 12% per annum. Weekly rates during the fiscal year varied from a historic
low 0.03% to a high of 0.13%, for an average weekly interest rate for the fiscal year of 0.063%. In
addition to monthly debt service based on the weekly rate resets, the City also pays letter of credit
(LOC) bank fees and remarketing agent fees on a quarterly basis. The remarketing agent is Stifel,
Nicolaus & Co. (formerly Stone & Youngberg) and the annual remarketing fee has been .09% since 2007.

The City elected to issue variable rate debt for this project to diversify an otherwise fixed rate municipal
debt portfolio. Variable rate debt requires credit enhancement and the City was able to obtain a 10-year
LOC from DEPFA Bank in 2007 with an annual fee of 0.24% applied to the size of the LOC (outstanding
par value plus 45 days interest at the 12% maximum). DEPFA was highly-rated in 2007, but
unexpectedly fell to below investment-grade during the credit markets crisis in 2008. The City replaced
DEPFA with a Wells Fargo LOC on February 5, 2009, for a term of three years and an annual fee of
1.50%, with the fee reflecting the state of the credit markets at that time. On January 12, 2012, the Wells
Fargo LOC was renewed for another three years at an annual fee of .80%. The current LOC expires on
April 5, 2015. The City must renew the LOC, replace the LOC, or refinance the 2007A Variable Rate
Bonds by this date.

In 2007, the City noted over the past 17 years that variable rates averaged about 3.00%, compared to 30-
year fixed rate debt at the time of about 4.60%. The City anticipated that the average cost of variable rate
debt would be considerably less than issuing fixed rate debt and so the City could save on interest costs.
Even with the 2008 financial crisis forcing variable rates higher and requiring the replacement of the
low-cost DEFPA LOC with a higher-cost Wells Fargo LOC, the weekly rate reset went from 2.50% to
0.35% when the Wells Fargo LOC substitution occurred.
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8. LONG-TERM DEBT, Continued
A. Governmental Activities, Continued

Variable Rate Demand Lease Revenue Bonds (Public Safety Project), Series 2007A - Original Issue
$17,400,000, Continued

For fiscal year 2013-14, the average weekly rate reset was 0.063%. From February 5, 2009 through June
30, 2014, the average weekly rate with the Wells Fargo LOC was 0.20%. From April 19, 2007 to February
5, 2009 under the DEPFA LOC, the average weekly rate was 3.38%. With an average LOC annual
premium of 1.26% during this period of 4 years and 7 months under the Wells Fargo LOC and the
annual remarketing fee at 0.09%, this means the average annual debt cost has been 1.55% adding
together these three factors. Compared to an estimated fixed rate debt cost of 4.60% in 2007, the annual
debt cost savings is estimated to be over $500,000 since the Wells Fargo LOC has been in place, or a total
of an estimated $4,300,000 in net interest cost savings since the original issuance in April of 2007.

The City has elected to use the 2% transient occupancy tax (hotel tax) authorized by Measure C, backed
by a General Fund lease, to pay the annual principal and interest payments on the bonds. For the
current year, principal, interest and other debt expenses paid were $412,089 and the 2% transient
occupancy tax (hotel tax) net revenues were $1,150,772. This annual debt service coverage of 3:1 and the
accumulated surplus of hotel tax revenues not needed for debt service serve as a built-in hedge against
interest rate volatility, although interest rate risk is not perfectly hedged. Variable rates have been at
historic lows for years and are projected to rise. There is no guarantee that another financial markets
crisis could occur similar to 2008, forcing variable rates to rise unexpectedly. There is also no guarantee
that Wells Fargo Bank will continue to be highly rated or that the City can continue to renew its LOC for
this debt at a reasonable fee. Variable rate debt requires that the City constantly monitor risk vs. return
and consider whether to retain this debt structure.

The annual principal requirements on these bonds are as follows:

Year Ending
June 30, Principal
2015 $ 260,000
2016 285,000
2017 310,000
2018 335,000
2019 360,000
2020-2024 2,240,000
2025-2029 3,090,000
2030-2034 4,130,000
2035-2039 5,405,000
Total $ 16,415,000
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8. LONG-TERM DEBT, Continued

A. Governmental Activities, Continued
Revenue Bonds (South Bayfront Flood Control Project), Series 2011A - Original Issue $5,745,000

On February 9, 2011, the City of San Mateo Joint Powers Financing Authority issued $5,745,000
principal amount Revenue Bonds (South Bayfront Flood Control Project), Series 2011A (Revenue
Bonds). The proceeds of the Revenue Bonds were used to (i) finance certain levee and flood control
improvements within the City of San Mateo, (ii) pay the costs of issuance of the bonds, and (iii) fund a
reserve fund for the Bonds.

The Revenue Bonds mature annually each August 1 from through 2029, with installments ranging from
$220,000 to $475,000. Interest on the Revenue Bonds is payable semi-annually on February 1 and
August 1 commencing August 1, 2011. The interest rate of the Revenue Bonds ranges from 3.00% to
5.625%. The Revenue Bonds are solely payable from revenues consisting of Base Rental Payments
pursuant to a Facility Lease and Installment Payments pursuant to an Installment Payment Contract
made between the Authority and the City. The Bonds are subject to optional, mandatory and
extraordinary early redemption provisions. Total principal and interest remaining to be paid on the
Bonds is $7,853,932. The outstanding principal balance net of bond discount of the Revenue Bonds was
$5,222,023 as of June 30, 2014.

Under the Facility Lease, payment of installment payments by the City satisfies the obligations of the
City to pay base rental payments. The City funds installments to the Authority from all revenue
received by the City from the levy and collection of assessments from the South Bayfront Levee and
Flood Control Facilities Benefit Assessment District.

Annual principal and interest payments on the bonds are expected to require 90% of assessment net

revenues. The current year principal and interest payments amounted to $483,625 and the assessment
net revenues were $532,843.
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8. LONG-TERM DEBT, Continued
A. Governmental Activities, Continued

Revenue Bonds (South Bayfront Flood Control Project), Series 2011A - Original Issue $5,745,000,
Continued

The annual debt service requirements on these bonds are as follows:

Year Ending
June 30, Principal Interest Total
2015 $ 225,000 $ 256,950 $ 481,950
2016 230,000 250,125 480,125
2017 240,000 241,875 481,875
2018 265,000 231,776 496,776
2019 275,000 220,975 495,975
2020-2024 1,575,000 895,847 2,470,847
2025-2029 2,030,000 428,025 2,458,025
2030 475,000 13,359 488,359
Subtotal 5,315,000 $ 2,538,932 $ 7,853,932
Bond Discount (92,977)
Total $ 5,222,023

B. Landfill Closure and Post-Closure Costs Payable

The City is responsible for closing the East Third Avenue Waste Disposal and Landfill site in accordance
with the California Code of Regulations under the jurisdiction of the California Integrated Waste
Management Board. In fiscal year 1992, the City developed a Closure Plan that in management’s view
will meet all regulatory requirements. As stated in the California Code of Regulations, Division 2 Title
27 Article 2 Section 21180, “a)...the landfill shall be maintained and monitored for a period of not less
than thirty (30) years after the completion of closure of the entire solid waste landfill.” The landfill is at
capacity and inactive, final closure occurred in FY 2005-06.

As of June 30, 2014, the estimated amount of $2,750,000 has been recorded as Landfill Post-closure Costs
Payable in the Government-Wide Financial Statements. The Landfill Post-closure costs payable is an
estimate and subject to changes resulting from inflation/deflation, technology, or changes in applicable
laws or regulations. The amount of the current year adjustments was $125,000 deducted from the
liability based on the estimated calculation of $125,000 per year for the next 22 years for the Post-closure

costs.
Balance Balance Due Within
July 1, 2013 Additions Deletions June 30, 2014 One Year
Landfill Closure and Postclosure
Costs Payable $ 2,875,000 $ - % (125,000) $ 2,750,000 $ 125,000
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8. LONG-TERM DEBT, Continued
C. Compensated Leave Payable

Employees accrue vacation, annual leave, earned time off, and holiday leave up to certain maximums,
based on the employee’s bargaining unit. Employees may elect to be paid a portion of these leaves at
various times according to the applicable Memorandum of Understanding. Sick leave may be
accumulated without limit. Sick leave may be paid upon retirement up to 50% of accumulated balance
up to 960 hours with the maximum payout not to exceed 480 hours.

The City accrues the liability for compensated leave as it is earned by employees. The amount of
compensated leave payable outstanding was $7,786,364 as of June 30, 2014.

Balance Balance Due Within
July 1, 2013 Additions Deletions June 30, 2014 One Year
Governmental Activities
Compensated Leave Payable $ 6,997,355 $ 6,503,954 % (6,478,074) $ 7,023,235 $ 772,555
Business-Type Activities
Compensated Leave Payable $ 894,707  $ 1,073,574 $ (1,153,392) $ 814,889 $ 89,638

The amount due within one year of $772,555 for Governmental Activities and $89,638 for Business-Type
Activities represents the estimated amount for anticipated retirees.

D. Business-Type Activities

Original Due
Issue Balance Bond Balance Within
Amount July 1, 2013 Additions Deletions Discount/Loss June 30, 2014 One Year
Sewer Revenue Bonds:
Series 2003 $ 16,300,000 $ 16,300,000 $ -8 -8 -8 16,300,000 $ -
Series 2011A 31,990,000 30,002,622 - (1,455,000) (31,701) 28,515,921 1,500,000
Total sewer revenue bonds 48,290,000 46,302,622 - (1,455,000) (31,701) 44,815,921 1,500,000
San Mateo Joint Powers
Financing Authority
Revenue Refunding Bonds, Series 2007
(Golf Course Project) 9,125,000 8,170,000 - (345,000) - 7,825,000 360,000
Loans Payable
CSWRCB Loan-25th Ave Sewer 3,464,393 - 2,000,000 - - 2,000,000 -
CSWRCB Loan-South Trunk 27,000,000 - 2,000,000 - - 2,000,000 -
Total loans payable 30,464,393 - 4,000,000 - - 4,000,000 -
Total long-term debt $ 87,879,393 % 54,472,622 % 4,000,000 $ (1,800,000) $ (31,701) $ 56,640,921 % 1,860,000

Sewer Revenue Bonds, Series 2003 - Original Issue $16,300,000

On December 3, 2003, the City of San Mateo issued Sewer Revenue Bonds, Series 2003 (Series 2003
Bonds) totaling $16,300,000. The purpose was to finance capital improvements to the City’s sewer
enterprise.
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8. LONG-TERM DEBT, Continued

D. Business-Type Activities, Continued
Sewer Revenue Bonds, Series 2003 - Original Issue $16,300,000, Continued

The Series 2003 Bonds mature annually each August 1 of 2015 through 2028 with installments ranging
from $100,000 to $1,860,000, beginning August 1, 2015. The interest on the Series 2003 Bonds is payable
semi-annually on February 1 and August 1 of each year. The interest rates on the Series 2003 Bonds
range from 3.75% to 4.625%. The Series 2003 Bonds are payable solely from net revenues of the City’s
sewer enterprise. The Series 2003 Bonds are subject to early redemption provisions. The outstanding
principal balance of the Series 2003 Bonds was $16,300,000 at June 30, 2014. Total principal and interest
remaining to be paid on the Bonds is $23,592,273.

The annual debt service requirements on the Series 2003 Bonds are as follows:

Year Ending
June 30, Principal Interest Total
2015 $ - $ 728,254 $ 728,254
2016 100,000 726,379 826,379
2017 100,000 722,554 822,554
2018 105,000 718,504 823,504
2019 1,110,000 694,204 1,804,204
2020-2024 6,475,000 2,690,290 9,165,290
2025-2029 8,410,000 1,012,088 9,422,088
Total $ 16,300,000 $ 7,292,273 $ 23,592,273

Sewer Revenue Bonds, Series 2011A - Original Issue $31,990,000

On May 11, 2011, the City of San Mateo issued Sewer Revenue Bonds, Series 2011A (Series 2011A
Bonds), totaling $31,990,000. The purpose was to (i) refund the City’s outstanding (a) Sewer Revenue
Refunding Bonds, Series 1996A, (b) Sewer Revenue Bonds, Series 1998A, and (c) Sewer Revenue
Refunding Bonds, Series 1998B; (ii) finance various improvements to the City’s municipal sewer
enterprise; (iii) make a deposit into reserve fund for the Series 2011A Bonds and the 2003 Bonds; and
(iv) pay a portion of the costs of issuance of the Series 2011A Bonds.

The Series 2011A Bonds mature annually each August 1 through 2041 with installments ranging from
$615,000 to $1,565,000. The interest on the Series 2011A Bonds is payable semi-annually on February 1
and August 1 of each year. The interest rates on the Series 2011A Bonds range from 3.00% to 5.25%.
The Series 2011A Bonds are payable solely from net revenues received by the City from the operation of
the sewer enterprise and certain funds and accounts held under the Indenture. The Series 2011A Bonds
are subject to optional and mandatory early redemption provisions. The outstanding principal balance
net of bond premium Series 2011A Bonds was $28,515,921 at June 30, 2014. Total principal and interest
remaining to be paid on the Bonds is $44,519,308.
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8. LONG-TERM DEBT, Continued
D. Business-Type Activities, Continued
Sewer Revenue Bonds, Series 2011A - Original Issue $31,990,000, Continued

The annual debt service requirements on the Series 2011A Bonds are as follows:

Year Ending
June 30, Principal Interest Total

2015 $ 1,500,000 $ 1,260,458 $ 2,760,458
2016 1,460,000 1,216,058 2,676,058
2017 1,515,000 1,171,433 2,686,433
2018 1,565,000 1,117,408 2,682,408
2019 615,000 1,073,808 1,688,808
2020-2024 3,515,000 4,910,238 8,425,238
2025-2029 4,490,000 3,934,043 8,424,043
2030-2034 4,010,000 2,853,813 6,863,813
2035-2039 5,175,000 1,696,938 6,871,938
2040-2042 3,815,000 307,519 4,122,519
Subtotal 27,660,000 $ 19,541,716 $ 47,201,716

Bond Premium 855,921

Total $ 28,515,921

There are two revenue bonds secured by revenues received from the operation of the Sewer Enterprise:
Series 2003 and Series 2011A. Annual principal and interest payments on the two bonds are expected to
require 13% of net revenues. The total principal and interest remaining to be paid on the Series 2003
and 2011A bonds are $23,592,272 and $47,201,716, respectively. For the current year, principal and
interest paid on the Series 2003 was $728,254 and on Series 2011A was $2,767,058. Charges for sewer
services net revenues were $28,381,469.

Revenue Bonds (Golf Course Project), Refunding Series 2007B - Original Issue $9,125,000

On October 25, 2007, the City of San Mateo Joint Powers Financing Authority issued $9,125,000 in
Revenue Refunding Bonds Series 2007B (2007B Revenue Bonds) to refinance the City of San Mateo Joint
Powers Financing Authority Revenue Bonds, Series 1999, of which were issued to finance the
construction and renovation of an 18-hole municipal golf course and appurtenant facilities. The
refunding resulted in $1,527,113 gross debt service (principal and interest) savings over 20 years, and
an economic gain of $494,316.

The 2007B Revenue Bonds mature annually each August 1 through 2029 with installments ranging
from $345,000 to $655,000. The interest on the Bonds is payable semi-annually on each February 1 and
August 1. The interest rates on the Bonds range from 3.70% to 4.375% annually. The 2007B Revenue
Bonds are payable solely from golf course facility lease revenue of the Authority. The 2007B Revenue
Bonds are subject to early redemption provisions. The outstanding principal balance of the 2007B
Revenue Bonds was $7,825,000 at June 30, 2014.
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8. LONG-TERM DEBT, Continued
D. Business-Type Activities, Continued
Revenue Bonds (Golf Course Project), Refunding Series 2007B - Original Issue $9,125,000, Continued

The City funds the lease payments to the Authority from Golf Enterprise Fund charges for services.
Annual principal and interest payments on the bonds are expected to require 29% of net revenues. The
total principal and interest remaining to be paid on the Bonds is $10,072,712. Principal and interest paid
for the current year and golf course facility lease net revenues were $675,441 and $2,288,645,

respectively.
Year Ending

June 30, Principal Interest Total
2015 $ 360,000 $ 316,342 $ 676,342
2016 370,000 301,741 671,741
2017 385,000 286,642 671,642
2018 405,000 271,348 676,348
2019 420,000 255,984 675,984

2020-2024 2,350,000 1,012,051 3,362,051

2025-2029 2,880,000 465,624 3,345,624
2030 655,000 14,328 669,328
Total $ 7,825,000 $ 2,924,060 $ 10,749,060

Loans Payable - California State Resources Control Board Revolving Fund Loan - Original Issue
$27,000,000

In May 1, 2014, the City entered into two installment sales agreements (loans) with the State of
California’s State Water Resources Control Board (CSWRCB) for the purpose of financing various sewer
enterprise collection system construction projects. The first loan was for the South Trunk sewer capital
project for total available funding of $27,000,000. The second loan, as amended on June 20, 2014, was for
the 25t Avenue sanitary sewer relief capital project for total available funding of $3,464,393. Under the
terms of the installment sales agreements, the City has agreed to repay the CSWRCB annual principal
and interest payments on the two loans one year following completion of the respective projects.
Interest rates on the two loans are 1.90% for the loan financing the South Truck sewer capital project and
2.10%for the loan financing the 25t Avenue sanitary sewer relief capital project. The amount of the
repayments will be calculated based on the amounts drawdown from the authorized loan amounts. As
of June 30, 2014, the City has not drawn funds from CSWRCB to reimburse for capital project costs
related to the two installment sales agreements. The City expects to request reimbursement of
$4,000,000 for capital project costs incurred as of June 30, 2014, which is reflected in the Sewer Enterprise
Fund as an accounts receivable and loans payable. The City’s Sewer Enterprise Fund expects to utilize a
significant portion of these available debt financing resources in the subsequent fiscal year.
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8. LONG-TERM DEBT, Continued

E. Fiduciary Funds - Private Purpose Trust Funds - Successor Agency to the Redevelopment Agency of the

City of San Mateo
The following is a summary of long-term debt transactions including amortization for the year ended
June 30, 2014:
Original Issue Balance Bond Discount/ Balance Due Within
Amount July 1, 2013 Deletions Premium June 30, 2014 One Year
Redevelopment Tax Allocation Bonds:
Series 2005A $ 38,665,000 $ 35,792,257  $ $ (555,000) $ 4320 $ 35232,937 % 575,000
Series 2005A, Housing Set-Aside 11,195,000 8,590,000 (405,000) 8,185,000 425,000
Series 2007A, Refunding 46,135,000 37,745,000 (2,260,000) 35,485,000 2,350,000
County CDBG Loan 500,000 538,750 (538,750) - -
Total long term debt $ 96,495,000 $ 82,606,007 $ - 8 (3,220,000) $ (4320) $ 78,902,937 $ 3,350,000

Merged Area Tax Allocation Bonds, Series 2005A - Original Issue $38,665,000

On June 15, 2005, the Redevelopment Agency of the City of San Mateo issued $38,665,000 principal
amount Merged Area Tax Allocation Bonds, Series 2005A (Series 2005A Bonds). The proceeds of the
Series 2005A Bonds were used to (i) refund the Tax Allocation Bonds, Series 1997A, (ii) finance various
redevelopment projects in the project area, and (iii) pay the costs of issuance of the Series 2005A bonds.
These bonds are tax-exempt. As of February 1, 2012, future annual debt service requirements of the
Series 2005A Bonds were assumed by the Successor Agency to the Redevelopment Agency of the City of
San Mateo due to the dissolution of the Redevelopment Agency of the City of San Mateo per Assembly
Bill AB 1X 26 and Assembly Bill AB1484 (See Note 18).

The Series 2005A Bonds mature annually each August 1 through 2032 in with installments ranging from
$555,000 to $4,345,000. The interest of the Series 2005A Bonds is payable semi-annually on each
February 1 and August 1. The interest rate on the Series 2005A Bonds ranges from 3.50% to 5.00%. The
Series 2005A Bonds are subject to early redemption provisions. The outstanding principal balance with
bond premium of the Series 2005A Bonds was $35,232,937 at June 30, 2014. Total principal and interest
remaining to be paid on the Bonds is $56,535,205.

Assembly Bill AB 1X 26 provided that upon dissolution of the Redevelopment Agency, property tax
increment revenues allocated to former redevelopment agencies no longer are deemed tax increment
but rather property tax revenues and will be allocated first to successor agencies to make payments on
the indebtedness incurred by the dissolved redevelopment agency.
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8. LONG-TERM DEBT, Continued
E. Fiduciary Funds - Private Purpose Trust Funds - Successor Agency, Continued
Merged Area Tax Allocation Bonds, Series 2005A - Original Issue $38,665,000, Continued

The annual debt service requirements the Series 2005A Bonds are as follows:

Year Ending
June 30, Principal Interest Total

2015 $ 575,000 $ 1,546,634 $ 2,121,634
2016 595,000 1,526,159 2,121,159
2017 615,000 1,504,599 2,119,599
2018 635,000 1,481,387 2,116,387
2019 660,000 1,456,535 2,116,535
2020-2024 3,725,000 6,853,653 10,578,653
2025-2029 12,100,000 5,498,613 17,598,613
2030-2033 16,250,000 1,512,625 17,762,625
Subtotal 35,155,000 $ 21,380,205 $ 56,535,205

Bond premium 77,937

Total $ 35,232,937

Merged Area Housing Set-Aside Tax Allocation Bonds, Series 2005A (Taxable) - Original Issue
$11,195,000

On June 15, 2005, the Redevelopment Agency of the City of San Mateo issued $11,195,000 principal
amount Merged Area Housing Set-Aside Tax Allocation Bonds, Series 2005A (2005A Housing Bonds).
The proceeds of the Housing Bonds were used to (i) refund 1997 Housing Bond, (ii) pay the cost of
increasing, improving, and preserving the supply of low and moderate income housing in the City, and
(iif) pay the costs of issuance of the 2005A Housing Bonds. These Bonds are taxable. As of February 1,
2012, the future annual debt service requirements of the 2005A Housing Bonds were assumed by the
Successor Agency to the Redevelopment Agency of the City of San Mateo due to the dissolution of the
Redevelopment Agency of San Mateo per Assembly Bill AB 1X 26 and Assembly Bill AB1484 (See Note
18).

The 2005A Housing Bonds mature annually each August 1 through 2027 with installments ranging from
$405,000 to $780,000. The interest on the 2005A Housing Bonds is payable semi-annually on each
February 1 and August 1. The interest rate on the 2005A Housing Bonds ranges from 4.75% to 4.95%.
The 2005A Housing Bonds are subject to early redemption provisions. The outstanding principal
balance of the 2005A Housing Bonds was $8,185,000 at June 30, 2014. Total principal and interest
remaining to be paid on the Bonds is $11,299,689.
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8. LONG-TERM DEBT, Continued
E. Fiduciary Funds - Private Purpose Trust Funds - Successor Agency, Continued

Merged Area Housing Set-Aside Tax Allocation Bonds, Series 2005A (Taxable) - Original Issue
$11,195,000, Continued

Assembly Bill AB 1X 26 provided that upon dissolution of the Redevelopment Agency of the City of San
Mateo, property tax increment revenue allocated to former redevelopment agencies no longer are
deemed tax increment but rather property tax revenues and will be allocated first to successor agencies
to make payments on the indebtedness incurred by the dissolved redevelopment agency.

The annual debt service requirements on the 2005A Housing Bonds are as follows:

Year Ending
June 30, Principal Interest Total
2015 425,000 386,560 $ 811,560
2016 445,000 366,985 811,985
2017 465,000 345,929 810,929
2018 490,000 323,248 813,248
2019 515,000 299,379 814,379
2020-2024 2,930,000 1,095,216 4,025,216
2025-2028 2,915,000 297,372 3,212,372
Total $ 8,185,000 $ 3,114,689 $ 11,299,689

Merged Area Tax Allocation Refunding Bonds, Series 2007A - Original Issue $46,135,000

On May 17, 2007, the Redevelopment Agency of the City of San Mateo issued $46,135,000 principal
amount Merged Area Tax Allocation Refunding Bonds, Series 2007A (2007A Refunding Bonds). The
proceeds of the 2007A Refunding Bonds were used to (i) advance refund Series 2001A Bonds, (ii) pay
the cost of various redevelopment projects in the City, and (iii) pay the costs of issuance of the 2007A
Refunding Bonds. As of February 1, 2012, the future annual debt service requirements of the 2007A
These Bonds are tax-exempt. The 2007A Refunding Bonds were assumed by the Successor Agency to
the Redevelopment Agency of the City of San Mateo due to the dissolution of the Redevelopment
Agency of the City of San Mateo per Assembly Bill AB 1X 26 and Assembly Bill AB1484 (See Note 18).
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8. LONG-TERM DEBT, Continued
E. Fiduciary Funds - Private Purpose Trust Funds - Successor Agency, Continued
Merged Area Tax Allocation Refunding Bonds, Series 2007A - Original Issue $46,135,000, Continued

The 2007A Refunding Bonds mature annually each August 1 through 2025 with installments ranging
from $2,260,000 to $3,655,000. The interest on the 2007A Refunding Bonds is payable semi-annually on
each February 1 and August 1. The interest rate on the 2007A Refunding Bonds ranges from 4.0% to
5.0%. The 2007A Refunding Bonds are subject to early redemption provisions. The outstanding
principal balance net of deferred costs of the 2007A Refunding Bonds was $33,968,404 at June 30, 2014.
Total principal and interest remaining to be paid on the Bonds is $44,981,700.

Assembly Bill AB 1X 26 provided that upon dissolution of the Redevelopment Agency of the City of San
Mateo, property tax increment revenues allocated to former redevelopment agencies no longer are
deemed tax increment but rather property tax revenues and will be allocated first to successor agencies
to make payments on the indebtedness incurred by the dissolved redevelopment agency.

The annual debt service requirements on the 2007A Refunding Bonds are as follows:

Year Ending
June 30, Principal Interest Total
2015 $ 2,350,000 $ 1,409,588 $ 3,759,588
2016 2,445,000 1,317,356 3,762,356
2017 2,540,000 1,208,624 3,748,624
2018 2,665,000 1,095,155 3,760,155
2019-2023 14,965,000 3,785,104 18,750,104
2024-2026 10,520,000 680,873 11,200,873
Total $ 35,485,000 $ 9,496,700 $ 44,981,700

In connection with the issuance of the 2007A Refunding Bonds, the City recorded a deferral on
refunding of debt which is reported as a deferred outflow of resources. This deferral was in connection
with interest payments made to the escrow agent for future payments of interest. At June 30, 2014, the
total amount deferred was $1,516,596 which will be amortized over the remaining life of the Bonds.

There are three Redevelopment Agency Merged Area Tax Allocation Bonds secured by property tax
revenues: Series 2005A, Series 2005A Housing Bonds, and Series 2007A. Annual principal and interest
payments on the bonds are expected to require 60% of net revenues. The total principal and interest
remaining to be paid on the Series 2005A, 2005A Housing, and 2007A bonds is $56,535,205, $11,299,689,
and $44,981,700 respectively. For the current year, principal and interest paid on the Series 2005A,
2005A Housing, and 2007A were $2,120,409, $809,982, and $3,761,789, respectively and Redevelopment
Agency Property Tax Trust Fund distributions were $4,876,103.

97



City of San Mateo
Notes to Basic Financial Statements
For the year ended June 30, 2014

8. LONG-TERM DEBT, Continued
E. Fiduciary Funds - Private Purpose Trust Funds - Successor Agency, Continued
County CDBG Loan Payable

On November 18, 2008, the Former Redevelopment Agency entered into a loan agreement with the
County of San Mateo to borrow $500,000. The purpose of the loan was to assist the former
redevelopment agency with rehabilitation of the Vendome Hotel at 134 South Claremont St., San Mateo,
which will be used as affordable housing for the homeless. Funding under this loan is from the
Community Development Block Grant (CDBG) Program. The loan bears an interest rate of 3%, which
will start on the first day of the month following the project completion. No principal or interest
payment is due until the maturity of the note, which is fifty five years from the project completion. As of
February 1, 2012, the CDBG Loan obligation was taken over by the Successor Agency to the
Redevelopment Agency due to the dissolution of the San Mateo Redevelopment Agency per Assembly
Bill AB 1X 26 and Assembly Bill AB1484 (See Note 18). The outstanding balance of the loan was $0 as of
June 30, 2014.

F. Land Secured Debt Financing with No City Commitment

The City of San Mateo has authorized the formation of the Bay Meadows Community Facilities District
No. 2008-1 (Bay Meadows CFD), acting through its eligible landowner voters, and the issuance of bonds
under the public improvement act (Mello-Roos Community Facilities Act of 1982) of the State of
California to finance eligible public facilities necessary to serve developing commercial, industrial,
residential and/or mixed use developments. The bonds are secured by annual special tax levies or liens
placed on the property within the district.

The City of San Mateo is not liable for repayment and acts only as an agent for the property owners in
collecting the special taxes or assessments, forwarding the collections to bondholders, and initiating
foreclosure proceedings when necessary. These bonds are payable solely from special taxes or
assessments, specific reserves, and the proceeds from property foreclosures to be levied by the Bay
Meadows CFD. The City is the collecting and paying agent for the debt, but has no direct or contingent
liability for the payment of this debt. Accordingly, the special tax bonds are not reported as liabilities in
the City’s basic financial statements. As of June 30, 2014, there are three Bay Meadows CFD special tax
bonds outstanding with principal amounts payable of $31,800,000 for the Series 2012, $26,000,000 for the
Series 2013, and $28,475,000 for the Series 2014. Total outstanding principal balance of the three Bay
Meadows CFD special tax bonds was $86,275,000 as June 30, 2014.
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9. CLASSIFICATION OF FUND BALANCES

In the fund financial statements, fund balances are classified in the following categories:

Fund Balances

Nonspendable fund balance:

Prepaids and Supplies
Restricted fund balance for:

Debt Service
Infrastructure
Housing
Other Capital Projects
Public Streets and Related Facilities
Parks
Public Safety

Committed fund balance for:
Infrastructure
Other Capital Projects
Public Streets and Related Facilities
Parks
Public Safety
Other Purposes:
Solid Waste
Advance Planning
Construction Services
Downtown Parking & Security
Landfill Post-Closure

Assigned fund balance for:
Public Streets and Related Facilities
Other Purposes

Unassigned fund balance
Future emergencies
Service Stability
Genetech Property Tax Refund
Housing Future Years' Expenditures
Future Years' Expenditures
Other Purposes

Total Fund Balances

Major Governmental Funds

General Housing
Capital Special
Projects HOME Revenue

Non Major
Government
Funds

Total

Government

999,340 -
3,103,820 -

- - 281,685

2,711,505 -
5,213,622 -
7,757,300 -

394,524 -

3,256,328
3,416,361
2,420,921

165,313

4,255,668
3,103,820
2,813,756
6,493,322
7,634,543
7,757,300

394,524

20,180,111 - 281,685

1,378,741 -
2,489,983 -
6,564,410 -
1,594,822 -
1,689,160 -

9,093,610

460,225

1,944,735

1,246,224
1,353,306
13,849,970
4,447,630
4,740,404

32,452,933

1,378,741
2,950,208
6,564,410
1,594,822
3,633,895

1,246,224
1,353,306
13,849,970
4,447,630
4,740,404

13,717,116 -

28,042,494

41,759,610

34,898
1,814,560

(3,999)

1,849,458

18,245,914
4,461,234
187,525
1,248,585
930,000
9,010,543

(3,999)

34,083,801

33,807,227 $ - $ 281,685

37,132,105 $

110,311,115
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10. EXPENDITURES IN EXCESS OF APPROPRIATIONS

The following funds had expenditures in excess of budget. Sufficient fund balances were available to fund
these expenditures:

Fund Appropriations Expenditures Excess
General Fund:
City Council $ 469,502 $ 500,420 $ (30,918)
Business services 2,489,735 2,556,059 (66,324)
Human resources 1,339,752 1,396,564 (56,812)
Police 27,876,607 28,909,841 (1,033,234)
Public works 4,695,553 4,890,569 (195,016)

Special Revenue Fund:

Low Moderate Income Housing Fund $ 803,377 $ 828,721 $ (25,344)

Police Grants Fund 253,560 285,931 (32,371)

Community Development Block Gran 965,832 967,519 (1,687)

Fire Protection 1,303,832 1,560,110 (256,278)

Gas Tax 2,517,500 2,641,922 (124,422)
Capital Project Fund:

2% Hotel Tax Fund

©+r

488,900 % 786476 % (297,576)

11. DEFICIT FUND BALANCES/NET POSITION

Major Funds
A deficit net position of $1,817,276 exists for the Golf Enterprise Fund. The difference is due to the past

years of operating deficits

Non major Governmental Funds
The Police Grants special revenue fund had negative fund balances of $3,999 due to current year
expenditures exceeding revenues.

Internal Service Fund
A deficit of net position of $37,916 exists in the Benefits Fund. The deficit is due to the fund incurring
more costs that charges to other funds.

12. RISK MANAGEMENT

A.

Coverage

The City retains a level of risk for both general liability and workers” compensation. The City carries
commercial insurance above this limit. The City maintains occurrence basis insurance coverage up to
$25 million in excess of its $500,000 risk retention per occurrence for general liability, and $25 million in
excess of its $1,000,000 risk retention for workers’ compensation. The City has not had claims
settlements exceeding insurance coverage for each of the past three fiscal years.
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12. RISK MANAGEMENT, Continued

B. Claims Activity
The City’s claims activity is recorded in its internal service funds. Estimated liabilities are recorded
when it is probable that a loss has occurred and the amount of the loss can be reasonably estimated.

Claims that have been incurred but not reported (IBNRs) are also included in the liability estimates. A
summary of the changes in claims liabilities for the past three fiscal years follows.

Fiscal Year

Claims Claims and Claims
For the Years Payable Changes in Claims Payable Due Within
Ended June 30, July 1 Estimates Payments June 30 One Year

Workers' Compensation

2012 $ 8,304,000 $ 1,813,061 $  (1,115061) $ 9,002,000 $ 1,000,000

2013 9,002,000 836,472 (1,130,472) 8,708,000 1,000,000

2014 8,708,000 1,653,117 (905,117) 9,456,000 1,000,000
Dental

2012 - 729,667 (729,667) - -

2013 - 779,485 (779,485) - -

2014 - 769,105 (769,105) - -
General Liability

2012 1,404,000 130,231 (130,231) 1,404,000 500,000

2013 1,404,000 106,250 (106,250) 1,404,000 500,000

2014 1,404,000 125,308 (327,308) 1,202,000 500,000

13. EMPLOYEE RETIREMENT PLANS
A. Pension Plan

All qualified permanent and probationary employees are eligible to participate in pension plans offered
by the California Public Employees” Retirement System (PERS).

Plan Description - PERS is an agent for participating public entities within the State of California. PERS
provides retirement and disability benefits, annual cost-of-living adjustments, and death benefits to
plan members and beneficiaries. State statutes and City resolution establish benefit provisions, which
are reflected in a contract between the City and PERS. Copies of PERS’ annual financial report may be
obtained from CALPERS at P.O. Box 942709, Sacramento, California 94229-2709.
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13. EMPLOYEE RETIREMENT PLANS, Continued
A. Pension Plan, Continued

Funding Policy - The Plan’s provisions and benefits in effect at June 30, 2014, are summarized as

follows:
Safety Miscellaneous

Benefit vesting schedule 5 years service 5 years service
Benefit payment monthly for life monthly for life
Earliest retirement age 50 50
Benefit factor for each year of service,

as a % of annual salary 3% at age 50 2% at age 55
Required employee contribution rates 9% 7%
Required employer contribution rates 37.525% 14.666%
Actuarially required contribution:

Employer $ 8,226,581 $ 3,683,976

Employee $ 1,989,245 $ 1,719,367

The Plans are funded by contributions from both the City and its employees. However, certain labor
contracts require the City to also pay employee contributions. See the Required Supplementary
Information for the Schedule of Funding Progress.

On January 1, 2013, the Public Employee Pension Reform Act (PEPRA) went into effect. This State law
applies to employees hired after January 1, 2013 who are new to PERS. These employees are termed
PEPRA members and employees that were enrolled in PERS (without significant separation) prior to
January 1, 2013 are now referred to as classic members. PEPRA miscellaneous members will be enrolled
in a 2% at 62 plan and PEPRA safety members will be enrolled in a 2.7% at 57 plan. PEPRA members
will be required to pay half the normal cost of their plans.

Annual Pension Cost - For the fiscal year ending June 30, 2014, the City’s annual pension cost of
$11,910,557 for PERS was equal to the City’s required and actual contributions. The required
contribution was determined as part of the June 30, 2011, actuarial valuation using the entry age normal
actuarial cost method. The actuarial assumptions included (a) 7.5% investment rate of return (net of
administrative expenses), (b) projected salary increases ranging from 3.30% to 14.20% for miscellaneous
employees and from 3.30% to 14.20 % for safety employees depending on age, service, and type of
employment, and (c) 3% per year cost-of-living adjustments. Both (a) and (b) included an inflation
component of 2.75%. The actuarial value of PERS assets was determined using techniques that smooth
the effects of short-term volatility in the market value of investments over a three-year period. PERS
unfunded actuarial accrued liability (or surplus) is being amortized as a level percentage of projected
payroll on a closed basis. The average remaining amortization period at June 30, 2011, was 25 years for
miscellaneous and 32 years for safety employees for prior and current service unfunded liability.
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13. EMPLOYEE RETIREMENT PLANS, Continued

A. Pension Plan, Continued

Three-Year Trend Information For PERS

Miscellaneous Plan

Annual
Pension Cost Percentage
(APC) of APC Net Pension
Fiscal Year Miscellaneous Contributed Obligation
6/30/2012 3,303,090 100% -
6/30/2013 3,429,527 100% -
6/30/2014 3,683,976 100% -
Safety Plan
Annual
Pension Cost Percentage
(APC) of APC Net Pension
Fiscal Year Safety Contributed Obligation
6/30/2012 7,508,862 100% -
6/30/2013 7,617,620 100% -
6/30/2014 8,226,581 100%

Funding Status as of the Most Recent Actuarial Date

The City contributes to the California Public Employees” Retirement System (CalPERS), as an agent

multiple-employer public employee defined benefit pension plan. The amounts reflected herein
represent the City’s portion as reported by CalPERS.

Safety Plan
Unfunded
Entry Age Actuarial UAAL as
Actuarial Normal Accrued Annual Percentage of
Value of Accrued Liability Funded Covered Covered
Valuation Date Assets Liability (UAAL) Ratio Payroll Payroll
6/30/2013 $ 195260,150 $ 305718515 $ 110,458,365 63.9% $ 20,778,390 531.6%
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13. EMPLOYEE RETIREMENT PLANS, Continued
A. Pension Plan, Continued

Funding Status as of the Most Recent Actuarial Date, Continued

Miscellaneous Plan

Unfunded
Entry Age Actuarial UAAL as
Actuarial Normal Accrued Annual Percentage
Value of Accrued Liability Funded Covered of Covered
Valuation Date Assets Liability (UAAL) Ratio Payroll Payroll
6/30/2013 $ 153,007,184 $ 204,122,847 $ 51,115,663 75.0% $ 24,798,678 206.1%

The Schedule of Funding Progress provided in the Required Supplementary Information shows that the
actuarial value of the plan assets decreased relative to the actuarial accrued liability for benefits from
June 30, 2011 to June 30, 2013.

B. Social Security

Total contributions to Social Security for all City employees during the year ended June 30, 2014
amounted to $3,151,704 of which the City paid $1,575,852.

The Omnibus Budget Reconciliation Act of 1990 (OBRA) mandates that public sector employees who
are not members of their employer’s existing retirement system as of January 1, 1992 be covered by
either Social Security or an alternative plan.

The City’s part-time, seasonal and temporary employees are covered under an alternative savings plan,
which requires these employees and the City to each contribute 3.75% of the employees” pay for a total
of 7.50%.

14. OTHER POST EMPLOYMENT BENEFITS (OPEB)

Plan Description

The City administers a single-employer defined benefit post employment healthcare plan. Merit employees
who retire directly from the City under CalPERS at the minimum age 50 with at least 5 years of CalPERS
service (or disability) are eligible to receive $160 per month for medical insurance premiums paid to

CalPERS. This same benefit may continue to a surviving spouse depending on the retirement plan election.
As of June 30, 2013 there are 382 retirees receiving post employment health care benefits from the City.
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14. OTHER POST EMPLOYMENT BENEFITS (OPEB), Continued
Funding Policy

Beginning in the fiscal year 2012-13, the City pre-funds the Plan through CalPERS OPEB Trust (CERBT) by
contributing the City’s Annual Required Contribution (ARC) every year. For fiscal year 2013-14, the City
contributed $1,247,000, including $747,000 in benefit payments and a $500,000 deposit to CERBT.

As of June 30, 2014 the total market value of the funds set aside in the irrevocable plan trust was $1,102,969.

CERBT is a tax qualified irrevocable trust, organized under Internal Revenue Code (IRC) Section 115,
established to prefund OPEB as described in GASB Statement 45. The CERBT issues a publicly available
financial report that included financial statements and required supplementary information for the City, not
individualizing, but in aggregate with the other CERBT participants. That report may be obtained by
contacting CalPERS.

Annual OPEB Costs and Net OPEB Obligation

The City’s annual other post employment benefit (OPEB) cost (expense) is calculated based on the annual
required contribution of the employer (ARC), an amount actuarially determined in accordance with the
parameters of GASB Statement 45. The ARC represents a level of funding that, if paid on an ongoing basis,
is projected to cover normal costs each year and amortize any unfunded actuarial liabilities (or funding
excess) over a period not to exceed thirty years. The components of the City’s annual OPEB costs for the
year, the amount actually contributed to the plan, and changes in the City’s net OPEB obligation (NOO) for
the year ended June 30, 2014 are as follows:

Annual required contribution 1,190,000
Interest on net OPEB obligation 210,000
Amortization of net OPEB obligation (189,000)
Annual OPEB cost 1,211,000
Payments made (1,246,822)
Decrease in net OPEB obligation (35,822)
Net OPEB obligation - beginning of the year 2,896,750
Net OPEB obligation - ending of year 2,860,928

The following table presents the fund level allocation of the Net OPEB Obligation for the year ended June
30, 2014:

Annual OPEB Cost Percentage of Accumulative
Governmental Activities Business Type Activities Annual OPEB Net OPEB
Fiscal Year Safety Miscellaneous Sewer Golf Cost Contributed = Obligation
6/30/2012 691,256 636,956 174,703 19,086 48% 2,961,194
6/30/2013 514,438 510,493 139,290 15,241 106% 2,896,750
6/30/2014 528,639 526,476 140,294 15,591 105% 2,860,928
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14. OTHER POST EMPLOYMENT BENEFITS (OPEB), Continued
Annual OPEB Costs and Net OPEB Obligation, Continued

Funding Status as of the Most Recent Actuarial Date

In the June 30, 2013 actuarial valuation, the actuarial cost method used is Entry Age Normal (EAN) cost
method. Under the EAN cost method, the plan’s Normal Cost is developed as a level percent of payroll
throughout the participants” working lifetime. Entry age is based on current age minus years of service. The
Actuarial Accrued Liability (AAL) is the cumulative value on the valuation date of prior Normal Cost. For
the retirees, the AAL is the present value of all projected benefits. The Unfunded AAL is being amortized as
a closed 30 year basis, as a level percent of payroll with a remaining amortization period at June 30, 2014 of
24 years.

GASB 45 requires the interest rate to represent the underlying expected return for the source of funds used
to pay benefits. The actuarial methods and assumptions included 7.25% interest rate, representing the long
term expected rate of return on the City’s pooled investments. Annual inflation assumed to increase at 3%
per annum and Aggregate Payroll assumed to increase at 3.25% per annum. The study also used
assumptions for the salary merit and longevity increases, and demographic assumptions such as mortality,
withdrawal, and disability based on CalPERS 1997-2011 Experience Study. Retirement assumption was also
based on CalPERS 1997-2011 Experience Study of the Miscellaneous Plan 2.0% at 55 years, and Public Safety
3% at 50 years for Tier 1 and 3% at 55 years for Tier 2. Non-classical employees hired on or after 1/1/2013
are based on the PEPRA Miscellaneous Plan 2% at 62 years and the PEPRA Safety Plan 2.7% at 57 years.

The amounts listed below represent the most recent actuarial valuation as of June 30, 2013:

Unfunded
Actuarial
Unfunded Liability as
Actuarial Actuarial Actuarial Percentage of
Valuation Asset Accrued Funded Covered Covered
Date * Value Liability Ratio Payroll ** Payroll
6/30/2013 $ 502,000 $ 12,035,000 42% $ 48,010,000 25.1%

* Based on the most recent actuarial valuation available

** Annual payroll of active employees covered by the plan
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14. OTHER POST EMPLOYMENT BENEFITS (OPEB), Continued
Annual OPEB Costs and Net OPEB Obligation, Continued

Funding Status as of the Most Recent Actuarial Date, Continued

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined
regarding the funded status of the plan and the annual required contributions of the employer are subject to
continual revision as actual results are compared with past expectations and new estimates are made about
the future. The Schedule of Funding Progress, presented as Required Supplementary Information following
the notes to the financial statements, presents multiyear trend information about whether the actuarial
value of plan assets is increasing or decreasing over time relative to the actuarial accrued liabilities for
benefits.

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and the plan members) and include the types of benefits provided at the time
of each valuation and the historical pattern of sharing of benefit costs between the employer and plan
members to that point. The actuarial methods and assumptions used include techniques that are designed
to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial value of assets,
consistent with the long-term perspective of the calculations. The City does not contract for a separate audit
of its OPEB plan.

15. COMMITMENTS AND CONTINGENCIES
A. Lawsuits

The City is presently involved in certain matters of litigation that have arisen in the normal course of
conducting City business. City management believes, based upon consultation with the City Attorney,
that these cases, in the aggregate, are not expected to result in a material adverse financial impact on the
City. Additionally, City management believes that the City’s insurance programs are sufficient to cover
any potential losses should an unfavorable outcome materialize.

B. Federal and State Grant Programs

The City participates in Federal and State grant programs. These programs are audited by the City’s
independent accountants in accordance with the provisions of the Federal Single Audit Act, as amended
in 1996 and applicable State requirements. No cost disallowance is expected as a result of these audits;
however, these programs are subject to further examination by the grantors. Expenditures which may
be disallowed by the granting agencies, if any, cannot be determined at this time. The City expects such
amounts, if any, to be immaterial.
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15. COMMITMENTS AND CONTINGENCIES, Continued
C. Commitments
The following is a list of commitments at June 30, 2014:

$12.4 million in sanitary sewer rehabilitation and improvement projects including wastewater
treatment, wastewater collection system infrastructure improvement, construction program
management, pump station upgrades and levee improvements.

$4.5 million in streetscape improvements, bridges, traffic control upgrades, on-going citywide street
rehabilitation, bikeway and pedestrian improvements funded by Gas tax, Measure A, Federal, State and
regional agency grants and General Fund contributions.

16. JOINT EXERCISE OF POWERS AGREEMENT

The City and the Estero Municipal Improvement District (Estero), entered into a “Joint Exercise of Powers
Agreement” in 1974 to construct, maintain, and operate a joint use wastewater treatment plant facility
(Facility). The City and Estero jointly use and own the Facility. During the original construction phase, the
City served as the lead agency. Currently, the day to day operations and maintenance of the treatment
plant are managed by the City. Both parties continue to make capital contributions and pay for operational
and maintenance costs. During the fiscal year ended June 30, 2014 the City paid $16,874,104 for operations
and maintenance of the wastewater treatment plant facility.

17. SUBSEQUENT EVENT

On July 2, 2014, the City of San Mateo issued Sewer Revenue Bonds, Series 2014A (Series 2014A Bonds),
totaling $32,255,000. The purpose was to (i) refund the City’s outstanding Sewer Revenue Bonds, Series
2003, (ii) finance $18,000,000 in various improvements to the City’s municipal sewer enterprise; and (iii) pay
a portion of the costs of issuance of the Series 2014A Bonds.

The Series 2014A Bonds mature annually each August 1 beginning in 2018 through 2036 with installments
ranging from $670,000 to $1,570,000. The interest on the Series 2014A Bonds is payable semi-annually on
February 1 and August 1 of each year. The interest rates on the Series 2014A Bonds range from 3.00% to
5.00%. The Series 2014A Bonds are payable solely from net revenues received by the City from the
operation of the sewer enterprise. The Series 2014A Bonds are subject to optional and mandatory early
redemption provisions.
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18. SUCCESSOR AGENCY PRIVATE PURPOSE TRUST FOR ASSETS OF FORMER
REDEVELOPMENT AGENCY

On December 29, 2011, the California Supreme Court upheld Assembly Bill 1X 26 (“the Bill”) that provides
for the dissolution of all redevelopment agencies in the State of California. This action impacted the
reporting entity of the City of San Mateo that previously had reported the City’s Redevelopment Agency
within the reporting entity as a blended component unit.

The Bill provided that upon dissolution of a redevelopment agency, either the City or another unit of local
government will agree to serve as the “successor agency” to hold the assets until they are distributed to
other units of state and local government. On January 9, 2012, the City Council elected to become the
Successor Agency for the former Redevelopment agency in accordance with the Bill as part of City
Resolution No. 2 (2012).

After enactment of the law, which occurred on June 28, 2011, redevelopment agencies in the State of
California were prohibited from entering into new projects, obligations or commitments. Subject to the
control of a newly established oversight board, remaining assets could only be used to pay enforceable
obligations in existence at the date of dissolution (including the completion of any unfinished projects that
were subject to legally enforceable contractual commitments).

In accordance with the Bill, the State Controller’s Office (SCO) of the State of California reviewed the
propriety of any transfers of assets between the San Mateo Redevelopment Agency (RDA) and the City that
occurred after January 1, 2011. On October 23, 2013, the SCO issued a report stating that there were no
identified unallowable transfers of assets that occurred during the review period between the RDA, the City
and/or any other public agencies.

In April 2013, the California Department of Finance (DOF) issued a Finding of Completion to the Successor
Agency which allowed proceeds $3.3M from the Merged Area Tax Allocation Bonds, Series 2005A and
Series 2007A, to be used to reimburse the City of San Mateo for the construction costs of Fire Station 24 in
accordance with the Cooperation Agreement between the City and the Successor Agency. Construction of
Fire Station 24 was a use of the bond proceeds that is consistent with the stated purposes of the original
bond covenants, and these bond proceeds were utilized in this manner during Fiscal Year 2013-14.

Once a Finding of Completion is issued by the DOF, State law (AB 1484) requires that successor agencies
prepare a Long-Range Property Management Plan (LRPMP) for the disposition and use of the remaining
assets of the former San Mateo Redevelopment Agency. The Successor Agency submitted the required
LRPMP, as amended and approved by the Oversight Board, to the DOF on October 17, 2013. The LRPMP
addressed the disposition of five properties that are currently under title with the Successor Agency. The
Successor Agency received a formal response from the DOF on April 28, 2014 rejecting the LRPMP as
submitted. The letter outlined that public parking was not considered a governmental use by the State and
as a result, the City needed to examine other available disposition options for several other remaining
properties. As required, the Successor Agency submitted to the DOF on October 1, 2014 a revised LRPMP
that was approved by the Oversight Board. Although there is no set statutory deadline for this revised
submittal, current State law requires that all LRPMPs must be approved by the DOF no later than January 1,
2016. The Successor Agency is awaiting a decision from the DOF regarding the revised LRPMP.
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18. SUCCESSOR AGENCY PRIVATE PURPOSE TRUST FOR ASSETS OF FORMER
REDEVELOPMENT AGENCY, Continued

In future fiscal years, successor agencies will only be collecting revenue in the amount that is necessary to
pay the estimated annual installment payments on enforceable obligations of the former redevelopment
agency until all enforceable obligations of the prior redevelopment agency have been paid in full and all
assets have been liquidated. At the expiration of the Recognized Obligations Payment Schedule (ROPS) 14-
15B for the period January 1, 2015 through June 30, 2015, the outstanding enforceable obligations will be
amounts owed to holders of the Merged Area Set-Aside Tax Allocation Bonds Series 2005A, Merged Area
Tax Allocation Bonds Series 2005A and Merged Area Tax Allocation Refunding Bonds Series 2007A.

19. PRIOR PERIOD ADJUSTMENT

The City recorded a prior period adjustments to expense costs of issuance related to previously issued debt
as required by GASB 65.

Government-wide Statements

Net Position, as Net Position,
Previously Prior Period Adjustment as
Reported Bond Issuance Costs Restated
Government-Wide
Statements
Governmental Activities $ 478,521,067 $ (698,662) $ 477,822,405
Business-type Activities $ 93,263,979 $ (678,731) $ 92,585,248
Fund Statements
Net Position, as Net Position,
Previously Prior Period Adjustment as
Reported Bond Issuance Costs Restated
Fund Statements
Sewer Enterprise Fund $ 94,602,214 $ (449,369) $ 94,152,845
Golf Enterprise Fund $ (1,338,235) $ (229,362) $ (1,567,597)
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INTRODUCTION

In preparation for the issuance of the Successor Agency to the Redevelopment Agency of the
City of San Mateo Tax Allocation Refunding Bonds, 2015 Series A (Tax-Exempt) and Series
B (Taxable) (the “Bonds”), the Successor Agency to the Redevelopment Agency of the City of
San Mateo (the “Agency”) has retained Urban Analytics as fiscal consultant (the
“Consultant”) to evaluate available tax revenue for the Agency’s Merged Downtown and
Shoreline Project Areas (together, the “Project Areas”) and provide a Fiscal Consultant
Report.

This Fiscal Consultant Report (the “Report”) is based in part on assessed valuation
information provided by the County of San Mateo Assessor’s Office (the “Assessor”), on the
assessment and apportionment practices of the County of San Mateo Auditor-Controller’s
Office (the “ACO”), on base year assessed valuation for the Project Areas as reported by the
ACO, and on information regarding pass-through agreements and redevelopment plan
terms provided by Agency staff.

The Report provides a review of various matters affecting the Agency’s receipt of tax
increment in the Project Areas. The Report also presents projections of tax increment
available to the Agency over the life of the Project Areas, incorporating the Agency’s
obligations toward other taxing jurisdictions and projecting assessed valuation at a two
percent growth rate.

SUMMARY OF FINDINGS

The Project Areas are expected to generate a total of $8,462,436 in tax increment revenue
in FY 2014-15. The Bonds will refund certain of the Agency’s outstanding tax allocation
bonds and the Agency’s outstanding housing bonds. Following the refunding, the Agency
will have outstanding bonds (the “2007 Bonds”) secured by a pledge of tax increment
revenue senior to the pledge of the tax increment revenues securing the Bonds.

THE ALLOCATION OF TAX INCREMENT REVENUE TO THE AGENCY

Under California redevelopment law, the County allocates to the Agency all locally assessed
secured and unsecured property tax revenue and state-assessed utility revenue collected
within the Project Areas above the Project Areas’ base year assessed valuation. The County
also apportions to the Agency a share of state-assessed unitary revenue as well as revenue
from supplemental assessments.

Tax revenue deriving from the base year assessed valuation is distributed to all other taxing
jurisdictions within the tax rate areas comprising the Project Areas. The distribution of the
base year tax revenue is accomplished using the same apportionment process used to
allocate property tax revenue in non-redevelopment tax rate areas.

As described further under “Redevelopment Dissolution”, the Controller allocates tax
revenue derived from assessed valuation in the Project Areas in excess of the base year
assessed valuation annually to the Redevelopment Property Tax Trust Fund (the “RPTTF”).
This allocation of tax increment is the maximum that the Agency may receive from the
Project Areas in a fiscal year. This allocation includes tax increment from the annual
secured, unsecured and utility tax rolls that is included in the projections used in this
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Report as “Available Tax Increment” as well as tax increment from supplemental
assessments, prior-year escape assessments, roll corrections and interest earnings.

The tax increment allocation from the Project Areas is applied, in order of priority, to
administrative costs of the state’s Department of Finance, to the administrative costs of the
County Auditor-Controller, to passthrough payments, to debt service and contractual
obligations of the Agency, and to administrative costs of the Agency. To the extent the
funds in the RPTTF are insufficient to pay debt service on bonded indebtedness, the
Controller will withhold Agency administrative costs; if an insufficiency remains,
subordinated passthrough payments would then be deferred. Senior and subordinated
passthrough payments are discussed further under “Fiscal Agreements”.

Agency annual debt service and contractual obligations are identified on a Recognized
Obligation Payment Schedule (ROPS) that is approved by the Agency’s Oversight Board and
by the state Department of Finance. Redevelopment agencies prepare two ROPS each year,
one covering payments due in the January to June period (referred to as ROPS “B”) and the
other covering payments due in the July to December period (referred to as ROPS “A”).
Under Section 34171(d)(1)(A) of the Health and Safety Code, a reserve may be held in the
RPTTF when required by a bond indenture or when the next property tax allocation will be
insufficient to pay all obligations due under the provisions of a bond indenture for the next
payment due in the following half of the calendar year. It is the Agency’s practice to list all
of its indebtedness for the calendar year on its ROPS “B” filing, retaining that portion of Tax
Increment Allocation in excess of the amount needed for obligations due in the January to
June period to be applied to obligations due in the July to December period of the same
calendar year.

The Auditor-Controller deposits funds into the RPTTF twice each year, once on January 2
and again on June 1. Any amount remaining in the RPTTF after payment of administrative
costs, passthrough payments and ROPS obligations (including any amounts retained for
obligations due in the subsequent ROPS) is immediately distributed to other taxing entities.

The Auditor-Controller applies any tax refunds paid to property owners in the Project Areas
against the Agency’s tax increment allocation. Should tax refunds exceed the portion of the
tax increment allocation that is derived from sources other than the annual secured,
unsecured and utility rolls, the tax increment revenue available for debt service could fall
below the amount shown in this report as “Available Tax Increment”.

The Auditor-Controller removes negative tax increment revenue at the tax rate area code
level in San Mateo County, rather than at the project area level as is done in most counties.
Where the annual assessed valuation for any roll in a tax rate area code is less than the
base year for that roll in that tax rate area code, that negative tax increment is disregarded
and not deducted from an agency’s tax increment.

Unitary utility roll revenue is derived from utility properties including pipelines and other
properties that are assessed on a countywide basis as a unit. Property taxes on these
unitary assessments are distributed to jurisdictions in the county using an allocation
formula similar to the regular apportionment mechanism. Unitary revenue is reported to
the Agency on an Agency-wide basis; the Project Areas are estimated to receive
approximately $148,000 in unitary revenue annually from the one percent levy.

The State Board of Equalization separately assesses railroad, pipeline and other utility
properties with tax revenue apportioned through the local apportionment process. The
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Agency receives less than $100 in tax increment revenue from state-assessed utility
properties located in the Project Areas.

The County utilizes a mechanism for the distribution of tax increment revenue to
redevelopment agencies that has a similar effect on the Agency’s tax increment revenues as
the device known as the Teeter Plan (Section 4701 et seq. of the California Revenue and
Taxation Code). The Teeter Plan allows counties to distribute secured property tax revenue
to participating jurisdictions without regard to delinquencies by maintaining a reserve fund
to cover delinquencies and allocating revenue based on the original secured roll, retaining
all delinquent tax payments and penalties. Under the mechanism used by the County to
distribute tax increment revenue to former redevelopment agencies, the County pays one-
half of the taxes from the secured incremental assessed valuation and all of the taxes from
the unsecured incremental assessed valuation appearing on the equalized tax roll to each
agency’s RPTTF on January 2 and the other one-half of the taxes on the secured
incremental assessed valuation on June 1. Delinquencies are not deducted from the
RPTTF revenue, and delinquent tax payments and defaulted tax redemptions, penalties and
interest are not added to RPTTF revenue. Consequently, the Agency is not affected by
delinquent tax payments.

The County charges an administration fee to recover property tax administration costs from
the Agency and other jurisdictions under the Revenue and Taxation Code, Section 95.3.
The fee is based on County costs that vary from year to year so that the amount charged to
each jurisdiction annually is variable. The administration fee amounts to approximately
1.32% of the tax increment revenue from the Project Areas.

Tax increment calculations made in this Report use revenue from the secured and
unsecured rolls along with revenue from unitary assessments. Supplemental roll revenues
are considered when calculating cumulative tax increment caps but are not otherwise
included in tax increment calculations used in the Report.

HOUSING SET-ASIDE

Prior to the Redevelopment Dissolution Law, California redevelopment law required
agencies to maintain a low- and moderate-income housing fund, depositing into the fund
20% of gross tax increment revenues annually. As of August 2, 2015 the Agency had $7.3
million in principal and interest outstanding on debt secured by the low- and moderate-
income housing fund; the Bonds will refund this in full. Tax increment from the Project
Areas formerly required to pay debt service on the low- and moderate-income housing
bonds will be available to pay debt service on the Bonds.

THE REDEVELOPMENT PLANS AND THE PROJECT AREAS

Redevelopment project areas are established through redevelopment plans, created when
the project areas are adopted. The Project Areas were originally adopted July 8, 1981
under ordinances 1981-25 (for the Downtown Project Area) and 1981-24 (for the Shoreline
Project Area). The plans were amended under ordinance 1994-1 on September 7, 1994 to
bring them into conformance with the requirement of AB1290 that the plans contain time
limits on the establishment of indebtedness.

On October 21, 1996, both project areas were amended to a) increase the tax increment
caps; b) increase the limits on bonded indebtedness; c¢) extend time limits for the
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incurrence of indebtedness; d) extend time limits of plan effectiveness; and e) to extend time
limits on the receipt of tax increment. These amendments were made under ordinances
1996-21 (Downtown Project Area) and 1996-22 (Shoreline Project Area). Also on October
21, 1996, the two project areas were merged, allowing tax increment revenues to be
combined for the two areas.

On May 16, 2005, both project areas were amended under ordinance 2005-11 to extend, by
two years, the time limits on plan effectiveness and receipt of tax increment under HSC
Sections 33333(C) and (D) for payments to the Educational Revenue Augmentation Fund
(ERAF) in FY 2003-04 and FY 2004-05; an additional year was added under Ordinance
2007-9 for a payment to ERAF made in FY 2005-06.

Under redevelopment law, plan amendments that changed the fiscal component of a
redevelopment plan — such as increasing a tax increment cap or changing the last date to
incur debt - triggered statutory passthrough payments commencing in the year after the
first changed fiscal component would have been reached for any taxing entity that did not
already have a Section 33401 fiscal agreement in place. The October 21, 1996 plan
amendment triggered statutory passthrough payments in the Shoreline Project Area
commencing in FY 2000-01 after the original tax increment cap for that project area was
reached in FY 1999-00. That plan amendment also triggered statutory passthrough
payments in the Downtown Project Area commencing in FY 2004-05 after the original debt
incurrence limit of January 1, 2004 was reached in that project area. All taxing entities
except for the San Mateo-Foster City School District currently receive statutory
passthrough payments; passthrough payments to the School District are governed by that
District’s Section 33401 fiscal agreement with the Agency as described further under Fiscal
Agreements.

Plan Limits

The Agency cannot receive tax increment or repay indebtedness beyond certain dates,
shown in Table 1. Under redevelopment law, all pre-1994 plans (including those for the
Project Areas) are assigned a time limit on redevelopment plan activities (a plan termination
date) of forty years after the adoption date of the plan. The Agency is permitted to collect
tax increment to repay indebtedness for an additional ten years after the plan termination
date. As described below, the Agency extended the time limit on plan activities and on the
repayment of indebtedness by three years in the Project Areas as permitted under ERAF-
related legislation. The last date on which tax increment may be collected in each project
area is July 8, 2034.

The two project areas account for different proportions of Project Areas’ tax increment, as
shown in Table 1. The volatility ratio, the proportion of total assessed valuation accounted
for by the base year valuation, reflects the degree of exposure of tax increment to changes
in total valuation. A high volatility ratio indicates that a small percentage change in overall
assessed valuation would cause a disproportionately large percentage change in tax
increment, while a low volatility ratio suggests that a percentage change in overall assessed
valuation would cause a similar percentage change in tax increment. Long-established
redevelopment areas such as the Project Areas generally have a low volatility ratio as
assessed valuation grows in relation to the base year valuation, while newly-formed
redevelopment areas tend to have a high volatility ratio as their total assessed valuation
remains close to the base year valuation.
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Table 1
The Project Areas

Tax Tax
Last Date to Increment Increment
Date of Ordinance Repay Limit As Percent Volatility
Project Area Adoption Number Indebtedness (Millions) Acreage of Total Ratio
Downtown 7/8/1981 25 7/8/2034 $500 166 42.1% 0.12
Shoreline 7/8/1981 24 7/8/2034 $330 703 57.9% 0.03
Total 869 100% 0.12

Note: The Agency has extended by three years the Termination of Plan Activities and the Last Date to Repay
Indebtedness as permitted HSC Section 33333 (C) and (D); dates reflect this extension. The volatility ratio is
calculated by dividing the base year assessed valuation by the current year assessed valuation.

Source: the Agency, Urban Analytics

Tax Increment Caps

Under the provisions of the redevelopment plan and redevelopment law in effect prior to
January 1, 1994, redevelopment project areas generally contained a tax increment cap, or a
limitation on the total amount of tax increment that may be collected within that
redevelopment project area over the area’s life. As shown in Table 1, each of the two project
areas has a tax increment cap.

The tax increment cap is incorporated into the projections used in preparing this report.
Tax increment collected to date was estimated based on Agency records and current-year
tax increment. Annual tax increment is added to this figure to obtain a cumulative total of
tax increment collected throughout the life of the redevelopment plan. The Shoreline
Project Area is expected to reach its tax increment cap in FY 2031-32 prior to reaching its
FY 2033-34 plan limit on tax increment receipts under the two percent growth assumption
used in projecting tax increment for this report. Under a moderately high rate of five
percent annual assessed valuation growth, the Shoreline Project Area is expected to reach
its tax increment cap by FY 2028-29 while under a high rate of eight percent annual
assessed valuation growth the Shoreline Project Area is expected to reach its cap by FY
2026-27. The Downtown Project Area is not expected to reach its tax increment cap prior
to its FY 2033-34 plan limit under either a moderately high or high rate of growth in
assessed valuation.

Qualifying ERAF payments have been deducted from the revenues that count against the
tax increment cap, as permitted under redevelopment law and described further under Plan
Limits, below.

The state Department of Finance has indicated that it considers that tax increment caps
not reached prior to the dissolution of redevelopment agencies in 2012 should not be used
to prevent payment of enforceable obligations, and that they advise county auditor-
controllers to not apply tax increment caps in cases where doing so would prevent payment
of enforceable obligations. In addition, the Governor’s 2015 Budget contains legislation
that would clarify that “[flormer tax increment caps and RDA plan expirations do not apply
for the purposes of paying approved enforceable obligations”. It is not clear whether the
state Department of Finance’s advice will be followed by county auditor-controllers or that
it would withstand legal challenge, or that the Governor’s proposed legislation will become
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law. For the purposes of this Report it is assumed that tax increment caps will remain in
effect.

Fiscal Agreements

Under redevelopment law existing at the time of the Agency’s plan adoption, taxing
jurisdictions that would experience a fiscal burden due to the existence of the
redevelopment plan could enter into fiscal agreements with redevelopment agencies to
alleviate that burden. Such agreements, known as Section 33401 fiscal, or pass-through,
agreements, generally provide for redevelopment agencies to pay to a taxing entity some or
all of that entity’s share of the tax increment received by the agency. Taxing entities could
separately receive their share of the growth in valuation due to inflation, known as Section
33676 or the 2% payments.

As described further below, the Agency has a Section 33401 fiscal agreement in effect with
the San Mateo-Foster City School District. The County had a Section 33401 fiscal
agreement with the Agency that was modified on October 26, 1996 such that the fiscal
agreement terminated when the original project area tax increment caps were reached; the
original tax increment cap was reached in the Shoreline Project Area in FY 1999-00 and in
the Downtown Project Area in FY 2006-07. Consequently, the County receives statutory
passthrough payments in the Project Areas. The Agency has no resolutions in effect with
taxing entities under Section 33676.

All Section 33401 and statutory pass-through payments are calculated and made by the
Auditor-Controller and not by the Agency.

Under the Section 33401 agreement with the San Mateo-Foster City School District, the
District may submit documentation to the Agency of the amount of fiscal burden imposed
by the existence of tax increment revenue allocations to the Agency; the Agency then
determines whether the request is justified and pays some or all of the requested amount.
Because the District falls below the per-student property tax revenue threshold established
by the State, and because the State funds the difference between that threshold and the
amount of property tax revenue the District receives, the District has not experienced a
fiscal burden from redevelopment and has not requested payments under the fiscal
agreement from the Agency. Consequently, the Agency makes no payments under its
existing fiscal agreement with the District.

It is possible that the District may at a future date achieve a level of property tax funding in
excess of the per-student revenue limit provided by the state, converting the District to
‘basic-aid’ funding status. In this event, the District might claim a fiscal burden under its
agreement with the Agency. Any such burden would be for the District’s share of property
tax revenue (approximately 21% in the Project Area) above the future per-student revenue
limit. While this is not expected to affect the Agency’s current level of tax increment
receipts, a future decrease in the per-student revenue limit below the District’s current
revenue per student with no change in the District’s number of students or in its current
property tax revenue, or a future decrease in the District’s number of students with no
change in the state per-student revenue limit or in the District’s current property tax
revenue could result in District revenue per student exceeding the state per-student
revenue limit. This could cause the District to rely on property tax revenue funding for that
portion of revenue above the state per-student revenue limit, and could result in the
District claiming a fiscal burden under its agreement with the Agency for its share of that
portion of the excess revenue derived from the Project Area.
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The Agency contributed funds to the San Mateo Union High School District for school
facilities prior to Dissolution. Under redevelopment law, facilities contributions to other
taxing entities must be repaid; a portion of the annual passthrough payment to the district
is credited by the Auditor-Controller to the Agency for the repayment of those facility
payments.

Statutory passthrough payments are made to the San Mateo Union High School District,
the San Mateo Community College District, the County Office of Education, the Peninsula
Hospital District, the Bay Area Air Quality Management District, the Mosquito Abatement
District, the City of San Mateo and the County Harbor District in the Downtown and
Shoreline Project Areas; this has been the case since the year after the original time and
fiscal limits in the plans were reached in, respectively, FY 2003-04 and FY 1999-00.

Statutory passthrough payments, specified in redevelopment law established by AB1290,
provide taxing entities with their share of twenty-five percent of incremental tax revenues
above certain thresholds, either the assessed valuation in the project area’s base year (for
plans adopted on or after January 1, 1994) or the assessed valuation in the year in which
the original plan limit was reached (for plans adopted prior to that date). Tax increment
above that amount is distributed to those taxing entities that do not have Section 33401
fiscal agreements in effect with the Agency. New thresholds are established ten and thirty
years beyond the initial threshold date and a portion of tax increment above these new
thresholds are also paid to taxing entities.

Under California redevelopment law and the Dissolution Act (described below) the agency
may subordinate the statutory passthrough payments to the repayment of indebtedness.
On May 20, 2015, the Agency notified the entities receiving statutory passthrough
payments that it intends to subordinate the statutory passthrough payments to the
repayment of bonds. After a 45-day period, and in the absence of any disapproval by a
taxing entity based on substantial evidence that the Agency will not be able to pay its pass-
through obligation and the debt service payments, the subordination request is deemed
approved.

Projections used in this report incorporate the passthrough payments made under the
AB1290 statutory provisions; as described above, no payments are assumed under the
single Section 33401 fiscal agreement that the Agency has with the San Mateo-Foster City
School District. All of the payments made under the AB1290 statutory provisions are
subordinate to the Bonds.

Land Use

As shown in Table 2, the Project Areas are predominately commercial with 68% of FY 2014-
15 valuation in office and retail properties in the Shoreline Project Area and other retail and
commercial buildings in the Downtown Project Area. Condominiums accounted for 21% of
FY 2014-15 assessed valuation, primarily from residential buildings in the Downtown
Project Area.
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Table 2
Land Use in the Project Areas, FY 2014-15

Pct. of Number Pct. of Pct. of

Land Use Secured AV AV of Parcels Parcels Acres Acres
Commercial 987,300,745 67.8% 285 25.5% 92 10.6%
Industrial 22,796,574 1.6% 32 2.9% 4 0.5%
Single-Family Residential 1,479,949 0.1% 6 0.5% - 0.0%
Condominiums 308,029,141 21.2% 710 63.4% - 0.0%
Other Residential 80,877,824 5.6% 10 0.9% 1 0.1%
Vacant 13,055,645 0.9% 40 3.6% 607 69.9%
Other 42,051,005 2.9% 36 3.2% 165 18.9%
Total $1,455,590,883 100.0% 1,119 100.0% 869 100.0%

Notes:

Valuations include homeowner's exemptions, restored by the Auditor prior to the calculation of tax increment.
Acreage is estimated using tax roll data and information provided by the Agency.

Source: San Mateo County Assessor; Urban Analytics

LEGISLATION AND COURT ACTIONS

Redevelopment Dissolution

The state’s redevelopment program was fundamentally changed as part of the 2011-12
budget package. Legislation dissolving redevelopment agencies and replacing them with
successor agencies, AB1x26, took effect June 29, 2011, with the dissolution of all
redevelopment agencies in the state effective as of February 1, 2012. Additional clarifying
legislation, AB1484, became effective on June 28, 2012 and together with AB1x26, is
referred to here as the Redevelopment Dissolution Law.

The legislation created successor agencies to pay off existing debt of the former
redevelopment agencies and to wind down the former agency’s operations. Successor
agencies are governed by seven-member oversight boards representing the taxing entities
that share in the property tax revenues of an agency (the city, county, schools, community
college districts and special districts) as well as an employee representative of the former
redevelopment agency. Successor agencies are subject to a number of proscriptions
intended to limit the scope of their actions, including incurring new debt (as noted below,
subsequent legislation added the ability to refund existing debt).

The dissolution bill did not change the constitutional basis for the collection of property tax
increment revenue in California contained in Article 16, Section 16. Property tax increment
revenue continues to be calculated and allocated to a special fund of the successor agency
(now termed the Redevelopment Property Tax Trust Fund, or RPTTF).

The dissolution bill substantially changed the mechanism used to distribute tax increment
revenue to the successor agencies. Successor agencies are now required to create a
schedule of payments (Recognized Obligation Payment Schedule, or ROPS) that serves as
the basis for the distribution of property tax increment revenue to the successor agencies.
The obligations appearing on the ROPS are limited to items deemed to be “enforceable”
under the legislation. These include debt service and contractual obligations entered into
prior to June 29, 2011; it explicitly excludes contracts and agreements between the former
redevelopment agency and its sponsoring city or county except those that were entered into
prior to January 1, 2011 for purposes of securing debt obligations and those established in
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the first two years of an agency’s existence. The ROPS is prepared twice each year and
covers obligations coming due in the January-June period and the July-December period.

The distribution of funds from the RPTTF is limited to the obligations listed on the ROPS for
each period. Distributions of RPTTF property tax increment revenue are made twice each
year, on January 2 and June 1, with the January distribution applied to obligations due in
the January-June period and the June distribution applied to obligations due in the July-
December period. As noted previously under The Allocation of Tax Increment Revenue to the
Agency, the Agency reports all of its obligations on the January 2 ROPS, retaining sufficient
revenue in the RPTTF to meet payments due in the July-December period.

Passthrough payments are now calculated and paid by the county auditor-controller rather
than by the Agency. The dissolution bill established a hierarchy of payments to be made
from the RPTTF in each six-month period, a mechanism informally referred to as “the
waterfall”.

The first payment from the RPTTF is made to the county controller to recover the cost of
administering the Redevelopment Dissolution Law; this payment is not subordinated to the
Agency’s outstanding bonds. The second tier of payments is passthrough payments to
taxing entities. The third payment tier is to the successor agency for the obligations on the
ROPS for the payment period. A hierarchy of payments within the ROPS obligations is
specified in the law, with debt service on tax allocation bonds first, revenue bonds second,
and all other obligations third. The fourth payment is an administrative cost allowance for
the successor agency, specified in the legislation as the greater of $250,000 or three
percent of the property tax revenue allocated to the successor agency. The fifth and final
payment is a distribution of all remaining property tax increment revenue in the RPTTF to
the local taxing entities. No funds are retained in the RPTTF.

In the event that there are insufficient funds available in the RPTTF to meet the successor
agency’s obligations for a given period, the legislation requires the controller to, first, reduce
or eliminate the residual payments to taxing entities; second, reduce or eliminate the
administrative cost allowance to the successor agency; and third, deduct from any
subordinated passthrough payments, whether contractual or statutory, the debt service
obligations to which they were made subordinate. If there is still an insufficiency, the
legislation permits, but does not require, a loan to be made from the county treasury to the
successor agency.

There is a complex system of oversight and approvals in the legislation. The oversight
boards are charged with approving ROPS of the successor agency, which are then
submitted to the county auditor-controller and state Department of Finance for review. The
Department of Finance can reject some or all of the obligations on the ROPS, which then
returns to the successor agency and the oversight board. Since the county controller
cannot make a payment to the successor agency without an approved ROPS, this approval
process is a critical element in the process. Additional oversight is provided by the state
Controller, charged with overseeing the actions of the county auditor-controllers. The
Redevelopment Dissolution Law provides for a single oversight board to operate in each
county beginning July 1, 2016, replacing separate oversight boards for each successor
agency.

On January 9, 2015, the Governor released the Proposed Budget for FY 2015-16 that
included a proposal to establish an annual, rather than biannual, ROPS process, beginning
in June 2016. In addition the Governor proposed establishing a “Last and Final” ROPS
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process in September 2015 which would, for qualifying agencies, turn the ROPS process
over to the county auditor-controller; the Governor also proposed clarifying through
legislation that tax increment caps and plan limits would not apply for the purposes of
paying enforceable obligations. Legislation implementing these proposals is currently
under consideration by the legislature.

Prior to the passage of the Redevelopment Dissolution Law, a minimum of twenty percent of
the tax increment revenue received by the Agency was required to be set aside and utilized
to increase, improve and preserve the community’s supply of very low-, low- and moderate-
income housing (the “Low and Moderate Income Housing Fund” or “Housing Fund”).
Although the Redevelopment Dissolution Law eliminated this requirement, tax increment
revenue deposited into the Housing Fund was pledged to certain outstanding housing
bonds of the Agency; tax increment now paid to the RPTTF will be applied to any
outstanding housing bonds on a senior basis to the Bonds. These senior housing
obligations are shown in Table 7 and Table 8.

Roll corrections include adjustments made to the roll after the equalized roll is released in
July and before tax bills are generated in October. These corrections include Proposition 8
adjustments to the roll made by the Assessor as well as corrections to assessments
including application of exemptions. Assessment appeal refunds are refunds paid to
property owners who have had their assessed valuations reduced in the appeals process
and are entitled to a refund of the property taxes paid on the amount reduced. As the
appeals process can take two years to complete, the tax refunds paid in a given year may
include taxes paid several years prior.

Prior to the Redevelopment Dissolution Law, the allocation of tax increment revenue to
redevelopment agencies was dependent on each agency demonstrating that it requires the
tax increment revenue to repay its indebtedness through an annual Statement of
Indebtedness filed by all agencies with their County Controller. As described above,
redevelopment agencies are now required to list all obligations payable from tax increment
revenue on a Recognized Obligation Payment Schedule and may only receive in bi-annual
payments the amount of tax increment revenue required to meet those listed obligations.
The Agency had regularly filed the previously required Statement of Indebtedness showing
sufficient debt to claim its full amount of tax increment revenue. Since passage of the
Redevelopment Dissolution Law it has filed the required ROPS showing its obligations,
including annual debt service on the Bonds, and expects to continue filing the ROPS so in a
timely manner.

The County charges an administration fee to recover property tax administration costs from
the Agency and other jurisdictions under the Revenue and Taxation Code Section 95.3. The
fee is based on County costs that vary from year to year so that the amount charged to
each jurisdiction annually is variable. This fee is in addition to the administration fee
authorized under the Redevelopment Dissolution Law. The combined property tax and
AB1x26 administration fees are estimated to amount to approximately $202,000 in FY
2014-15, or approximately 1.32% of the tax increment revenue from the Project Areas.

Tax increment revenue calculations made in this Report use revenue from the secured,
unsecured, utility and unitary rolls. As noted, supplemental roll revenues are considered
when calculating cumulative increment receipts with respect to tax increment caps but are
not included in the projections of tax increment revenues.
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ERAF Legislation

State budget legislation (ABX4-26) for 2009 required redevelopment agencies to make a
contribution to the Supplemental Educational Revenue Augmentation Fund (SERAF) for the
2009-10 and 2010-11 fiscal years.

Agencies that did not make their SERAF payments were subject to sanctions including
prohibitions on incurring additional debt and adding or expanding project areas, limitations
on the encumbrance and expenditure of funds, and an increase in the percentage of tax
increment required to be paid into the Housing Fund from 20% to 25% for the remaining
life of the project areas. Agencies were permitted to borrow from their housing fund and
apply those funds to the SERAF payment, provided that they repay those funds by June
30, 2015 (June 30, 2016 for the payment due May 10, 2011); agencies that do not repay
housing funds by that date would be required, under the law in effect at the time, to
increase their contribution to the Housing Fund through the remaining duration of the
project area by 5% for non-repayment of the 2009-10 SERAF obligation by June 30, 2015
and an additional 5% for non-repayment of the 2010-11 SERAF obligation by June 30,
2016.

The Agency met its FY 2009-10 and FY 2010-11 SERAF obligations through available
redevelopment funds and does not have a SERAF repayment obligation.

AB26x4 authorized agencies making a SERAF payment to extend the life of their project
areas. Agencies financing the SERAF payment through a joint powers authority may
deduct the payments made to the joint powers authority from a project area’s tax increment
cap; payments made from other sources do not apply against the cap. The projections used
in this Report do not incorporate either the plan extension or tax increment cap credits
from the 2009-10 and 2010-11 SERAF payments.

Previous legislation related to the state budget has required redevelopment agencies to
make payments to ERAF in the 1993-94, 2002-03, 2003-04, 2004-05 and 2005-06 fiscal
years (a payment initially required for 2008-09 was invalidated by the courts).

Santa Ana Section 33676 Decision

For plans adopted between January 1, 1985 and December 31, 1993, all affected taxing
entities could elect to receive a payment equal to the increase in tax increment revenue
attributable to inflationary adjustments under Proposition 13. Under a 1993 Attorney
General’s opinion these payments are not considered tax increment and, where they occur,
are deducted from redevelopment agency revenue prior to apportionment to the agency. The
payments, established under language previously included in Section 33676, are
sometimes referred to as 2% or 33676 payments and are generally distributed directly to
taxing entities by the county controller.

A 2002 court decision in Santa Ana regarding statutory payments made to taxing entities
under the pre-1994 and post-1984 Section 33676 of the Health and Safety Code found that
school districts and community college districts that had failed to elect to receive payments
under that section were entitled to collect them. Because the Project Areas were formed on
July 1, 1981, prior to the period covered by the Santa Ana decision, the districts are not
eligible for separate payments under Section 33676.
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Orange County Reassessment Decision

A court case regarding the proper method of reassessing properties once they received a
temporary reduction in valuation (a Proposition 8 adjustment) was resolved on appeal in
favor of the County of Orange. In that case, the assessor was found to have properly
returned a property to its statutory base valuation adjusted for inflation once the
Proposition 8 adjustment terminated. The assessment practice that was validated by the
court is one used in San Mateo and most other counties in the state.

PROPOSITION 13 ADJUSTMENT AND 2014-15 ROLL VALUATIONS

Under Section 51 of the Revenue and Taxation Code the annual increase in assessed
valuation for real property is limited to the lesser of two percent or the October-to-October
change in the California Consumer Price Index (CCPI) preceding the January 1 lien date.
The State Board of Equalization reports the figure annually in late December. Since 1976-
77 the CCPI has been above two percent in all but seven years, with the lowest CCPIs being
a negative 0.237 percent for FY 2010-11. A positive 0.753% was applied in FY 2011-12.
The factor applied to the FY 2012-13 and FY 2013-14 rolls was 2.00%. The factor for the
FY 2014-15 rolls is 0.454% and the factor for the FY 2015-16 rolls will be 1.998%. This
factor, referred to at times in this Analysis as the Proposition 13 inflation factor, is applied
to land and improvements where the property has not been sold or, in the case of
improvements, newly constructed. Properties whose valuations have been reduced under
Proposition 8 continue to receive an inflationary adjustment under Proposition 13 on the
reduced valuation.

TAX RATES

The tax rate applicable to redevelopment incremental assessed valuation includes the basic
one percent levy. In addition, redevelopment agencies receive tax revenue from debt service
override levies except those that are imposed to repay indebtedness approved by voters on
or after January 1, 1989. For the purposes of calculating the tax increment used in this
report, only the one percent levy was used.

The Agency has no power to levy a property tax itself, has no control over the override levy,
and may not receive tax revenue from any future levy for voter-approved indebtedness.

PROPOSITION 8 ASSESSMENT REDUCTIONS AND RESTORATIONS

The Assessor annually reports on the number of residential assessments by city and
unincorporated area subject to Proposition 8 reductions, and the amount of Proposition 8
reductions (these figures are reported by city rather than by redevelopment project area
and include areas outside of the Project Areas). The Assessor reports 1,981 residential
properties reduced through Proposition 8 in FY 2014-15 in the City of San Mateo, or 8% of
the 24,816 residential parcels in the city. The Assessor does not indicate the reduction in
assessed valuation associated with those residential properties subject to Proposition 8§,
and does not indicate on the rolls those parcels subject to Proposition 8.
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ASSESSMENT APPEALS

Appeals of assessments by property owners in the project area can result in reductions in
assessed valuations that could potentially affect the Agency. Reductions in prior-year
assessed valuations do not currently affect the Agency’s allocation of regular tax increment
revenue due to the Auditor-Controller’s practice of deducting taxpayer refunds from
supplemental revenue payments to the Agency and not from the regular tax increment
apportionment. However, as described below, the Assessor can reduce annual assessed
valuations on specific properties, which can affect the Agency.

The most common type of appeal filed is known as a Proposition 8 appeal, in which the
property owner seeks a reduction in a particular year’s assessment based on the current
economic value of the property. The assessor may also adjust valuations based on
Proposition 8 criteria. Reductions in valuation made under Proposition 8 are temporary,
with valuations restored to their full assessments once the economic reason for the
reduction no longer applies. Such reductions can affect the Agency’s tax increment while
they are in effect.

Property owners may also appeal the Proposition 13 base assessment of a property.
Although less frequently filed, such appeals, if successful, can permanently reduce the
enrolled valuation of a property and consequently affect the Agency’s annual revenue.

As noted, the Auditor-Controller’s office applies tax refunds due to successful property tax
appeals to the Agency’s total tax increment, including supplemental assessments.

Based on information provided by the County Assessor’s office on June 18, 2015 for
appeals filed through FY 2014-15, there is one appeal pending in the Project Areas, shown
in Table 3. The amount of assessed valuation in dispute (the original county valuation less
the applicant's opinion of value) for this pending appeal is $3.6 million. The disputed
amounts will be resolved in the appeals process and some portion of this amount may be
adjusted. To provide some indication of the proportion of valuation upheld on appeal,
Table 3 provides information on resolved appeals filed in previous years in the Project
Areas. Overall, the 232 appeals settled in the Project Areas during the FY 2005-06 to FY
2014-15 period resulted in reductions in valuation of $148.1 million out of $2.67 billion in
enrolled valuation subject to appeals, or around 6%. The overall retention rate has thus
been approximately 94% of the original valuation.

An indicator of the potential exposure of Agency tax increment revenue to appeals — were
the Auditor-Controller either to change its policy of deducting appeal-related tax refunds
solely from supplemental revenue and not from regular tax increment or were the Assessor
to continue Proposition 8 reductions on future rolls for properties granted prior-year
reductions — may be seen by applying the retention rate to the amount of valuation in
dispute in the pending appeal.

Applying the 94% retention rate for resolved appeals to the $44.7 million in total valuation
for the parcel with an appeal pending indicates a potential valuation reduction of $2.5
million or approximately $25,000 in tax revenue. As this includes a property with appeals
in multiple years it does not necessarily indicate an equivalent reduction in future revenue.
If the full amount of disputed valuation were granted, the reduction in valuation would be
$3.6 million or approximately $36,000 in tax revenue; this also includes a multi-year
appeal and does not necessarily indicate an equivalent reduction in future revenue. As
noted below under “Tax Increment Projection”, no assumptions are made regarding any
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potential appeal-related adjustments to the Project Areas’ valuation in the projections
prepared for this Report.

Table 3
Assessment Appeals in the Project Areas
Number

of Applicant Opinion  Valuation After Retention

Roll Year Status Appeals  County Valuation of Value Appeal Rate *
2014-15 Resolved 17 137,918,277 71,501,974 137,396,792 100%
2014-15 Pending 1 44,689,505 41,100,000 - TBD
2013-14 Resolved 26 256,948,482 193,967,032 256,448,334 100%
2013-14 Pending - - - - -
2012-13 Resolved 24 347,284,189 252,463,000 343,288,001 99%
2012-13 Pending - - - - -
2011-12 Resolved 43 460,234,222 316,826,068 415,379,558 90%
2011-12 Pending - - - - -
2010-11 Resolved 31 344,133,874 224,474,000 307,917,425 89%
2010-11 Pending - - - - -
2009-10 Resolved 18 148,643,339 103,484,815 131,316,705 88%
2009-10 Pending - - - - -
2008-09 Resolved 21 227,414,267 188,738,846 217,903,067 96%
2008-09 Pending - - - - -
2007-08 Resolved 10 120,826,587 97,241,000 112,526,587 93%
2007-08 Pending - - - - -
2006-07 Resolved 19 345,188,900 267,084,891 330,602,441 96%
2006-07 Pending - - - - -
2005-06 Resolved 23 284,505,532 174,311,499 272,243,509 96%
2005-06 Pending - - - - -
All Years Resolved 232 2,673,097,669 1,890,093,125 2,525,022,419 94%
All Years Pending 1 44,689,505 41,100,000 TBD TBD

* Retention Rate is the proportion of value retained after resolution of an appeal. The rate is calculated by
dividing the 'Valuation After Appeal' into the 'County Valuation'. For withdrawn and denied appeals, the
'Valuation After Appeal' is the original County valuation.

Data is current as of June 18, 2015.

Source: San Mateo County Assessor; Urban Analytics

There is a single pending appeal filed by a large property owner in the Project Areas, shown
on Table 4. CREF 777 LLC has an appeal pending on a commercial property in the
Shoreline Project Area; an FY 2013-14 appeal on the same property was resolved with no
change in valuation. DW Bridgepointe LLC, owner of a shopping center and commercial
buildings in the Shoreline Project Area, SKP-San Mateo Baycenter LLC (owned by Equity
Office Properties) and Sobrato Interests have had reductions in valuation on appeals filed in
prior years, while the appeals filed by these owners in the past two (for DW Bridgepointe) or
three years have not resulted in changes in valuation.
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Assessment Appeals by Large Owners in the Project Areas

Applicant
County Opinion of Valuation
Roll Year Owner Name Status Valuation Value After Appeal
2014-15 CREF 777 LLC 1 Pending 44,689,505 41,100,000 TBD
2014-15 DW BRIDGEPOINTE LLC ET AL 11 Resolved 101,270,936 50,649,816 101,270,936
2013-14 CREF 777 LLC 1 Resolved 22,300,000 21,000,000 22,300,000
2013-14 DW BRIDGEPOINTE LLC ET AL 11 Resolved 100,813,268 76,024,856 100,813,268
2013-14 SPK-SAN MATEO BAYCENTER LLC 5 Resolved 95,743,821 71,140,000 95,743,821
2012-13 DW BRIDGEPOINTE LLC ET AL 11 Resolved 98,836,556 49,165,000 95,548,357
2012-13 SOBRATO INTERESTS IlI LESSEE 3 Resolved 143,800,000 115,900,000 143,800,000
2012-13 SPK-SAN MATEO BAYCENTER LLC 5 Resolved 77,687,198 71,140,000 77,687,198
2011-12 DW BRIDGEPOINTE LLC ET AL 21 Resolved 190,954,196 127,915,000 181,898,606
2011-12 SOBRATO INTERESTS IIlI LESSEE 3 Resolved 130,500,000 85,300,000 121,100,000
2011-12 SPK-SAN MATEO BAYCENTER LLC 5 Resolved 72,326,712 57,700,000 70,326,712
2010-11 DW BRIDGEPOINTE LLC ET AL 11 Resolved 96,174,433 62,910,000 84,821,770
2010-11 HEART OF SAN MATEO LLC 3 Resolved 9,228,077 4,400,000 5,700,000
2010-11 SOBRATO INTERESTS IIlI LESSEE 3 Resolved 130,500,000 85,300,000 117,500,000
2010-11 SPK-SAN MATEO BAYCENTER LLC 5 Resolved 71,400,000 58,000,000 64,700,000

Data obtained from the San Mateo County Assessor as of June 18, 2015.
Source: San Mateo County Office of the Assessor; Urban Analytics

PROPERTY TAX DELINQUENCIES

As of November 9, 2014, the delinquency rate on FY 2013-14 secured property taxes in the
Project Areas was 0.1%. For FY 2012-13 secured property taxes the delinquency rate had
also been 0.1% on November 3, 2013 while FY 2011-12 secured property taxes posted a
delinquency rate of 0.2% as of September 24, 2012. As noted previously, the Agency’s tax
increments are paid under the Teeter Plan and are consequently not affected by tax
delinquencies.

HISTORICAL AND CURRENT ASSESSED VALUATION

Based on assessment roll data provided by the County Assessor, the total assessed
valuation in the Project Areas is $1.63 billion in FY 2014-15, after deducting all exemptions
(see Table 5). This represents an increase of 10.02% over FY 2013-14 valuation, and
follows an increase of 5.82% in FY 2013-14, an increase of 2.03% in FY 2012-13, an
increase of 0.51% in FY 2011-12 and a decrease of 0.88% for FY 2010-11.

The secured roll accounted for 89% of the total valuation in the Project Areas in FY 2014-
15, with the unsecured roll comprising 11%. Non-unitary utility roll valuation accounted
for a minimal amount of the Project Areas’ valuation (the unitary utility roll is based on
countywide assessments and is not reported by project area).
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Table 5

Historical Assessed Valuations in the Project Area

Roll 2005-06 2006-07 2007-08 2008-09 2009-10
Secured
- Land 400,467,443 425,127,170 453,129,657 480,847,749 489,527,749
- Improvements 724,815,139 796,395,719 883,796,286 913,776,147 891,008,844
- Personal Property 33,308,854 46,235,044 32,818,085 31,944,618 37,839,571
- Exemptions -129,832,893 -141,872,388 -116,145,361 -120,938,125 -127,250,703
Secured Total 1,028,758,543 1,125,885,545 1,253,598,667 1,305,630,389 1,291,125,461
Unsecured
- Land 24,000 45,000 69,000 582,000 541,000
- Improvements 47,313,124 51,442,684 48,276,213 65,767,166 65,644,097
- Personal Property 59,667,569 48,918,246 37,307,106 50,998,504 42,683,424
- Exemptions -13,240,278 -13,443,100 -15,917,002 -18,801,044 -19,282,023
Unsecured Total 93,764,415 86,962,830 69,735,317 98,546,626 89,586,498
Utility
- Land 184,765 151,910 0 0 0
- Improvements 140,386 114,816 712 700 678
- Personal Property 79,410 65,289 0 0 0
- Exemptions 0 0 0 0 0
Utility Total 404,561 332,015 712 700 678
Totals: 1,122,927,519 1,213,180,390 1,323,334,696 1,404,177,715 1,380,712,637
Percent Change 1.33% 8.04% 9.08% 6.11% -1.67%
Plus: HOPTR AV * 3,402,000 3,514,000 3,549,000 3,476,200 3,435,600
Less: Base AV 109,788,272 109,788,272 109,788,272 109,788,272 109,788,272

Incremental AV:

1,016,541,247

1,106,906,118

1,217,095,424

1,297,865,643

1,274,359,965
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Roll 2010-11 2011-12 2012-13 2013-14 2014-15
Secured
- Land 481,396,562 483,110,727 491,005,114 519,046,026 536,374,014
- Improvements 843,289,014 842,449,466 876,192,832 933,441,151 998,590,725
- Personal Property 13,573,992 12,269,125 13,058,875 8,243,752 9,883,225
- Exemptions -94,416,494 -95,093,178 -91,513,518 -91,712,033 -89,257,081
Secured Total 1,243,843,074 1,242,736,140 1,288,743,303 1,369,018,896 1,455,590,883
Unsecured
- Land 623,500 1,710,000 663,500 578,510 879,336
- Improvements 101,070,327 109,104,473 98,655,994 105,693,748 145,570,296
- Personal Property 79,433,134 97,058,446 79,242,642 78,105,493 98,736,137
- Exemptions -56,454,469 -75,081,193 -63,881,638 -68,357,143 -66,922,342
Unsecured Total 124,672,492 132,791,726 114,680,498 116,020,608 178,263,427
Utility
- Land 0 0 0 0 0
- Improvements 761 946 954 940 892
- Personal Property 0 0 0 0 0
- Exemptions 0 0 0 0 0
Utility Total 761 946 954 940 892
Totals: 1,368,516,327 1,375,528,812 1,403,424,755 1,485,040,444 1,633,855,202

Percent Change

Plus: HOPTR AV *
Less: Base AV

-0.88%

3,403,400
109,788,272

0.51%

3,364,200
109,788,272

2.03%

3,357,200
109,788,272

5.82%

3,406,200
109,788,272

10.02%

3,406,200
109,788,272

Incremental AV:

1,262,131,455

1,269,104,740

1,296,993,683

* The Homeowner's Property Tax Relief exemption, reimbursed by the state.
Source: Urban Analytics; County of San Mateo, the Agency

1,378,658,372

1,527,473,130

The $148.8 million FY 2014-15 valuation increase was attributable to increases in secured
commercial property valuations (42% of overall gain) and increases in unsecured business
property valuations (also 42%); condominium properties contributed 10% to the overall

valuation gain.

The secured commercial property increase was partially due the sale of 13 properties,
contributing $35.3 million of the $62 million growth in that property type; approximately
$19 million in additional gains came from new construction on 15 commercial properties.
Unsecured commercial property contributed $62 million to total added valuation in FY
2014-15, with most of that increase coming from a new $52 million Sony Computer
Entertainment assessment at 2207 Bridgepointe Parkway that was added to the rolls in the
Shoreline Project Area.
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TEN LARGEST ASSESSEES

The ten largest assessees in the Project Areas are shown in Table 6 for FY 2014-15. The
table includes the total valuations for the top twenty property owners and the total
valuations for the area as a whole (valuations include deductions for homeowner’s
exemptions). The percentage of total valuation accounted for by each owner is calculated
by dividing the owner’s valuation into the total valuation for the Project Areas. Overall, the
ten largest owners account for 42.6% of total assessed valuation in the Project Areas and
45.5% of incremental assessed valuation. The twenty largest owners account for 53.6% of
total assessed valuation in the Project Areas and 57.3% of incremental assessed valuation

Sobrato Interests owns three office buildings on Bridgepointe Parkway in the Shoreline
Project Area, while DW Bridgepointe LLC owns a shopping center and other commercial
properties on Bridgepointe Parkway also in the Shoreline Project Area. Equity Office
Properties owns four parcels on Mariners Island Boulevard and a fifth parcel on Baker Way,
all in the Shoreline Project Area. Sobrato Companies is the owner of the Bridgepointe
Apartments on Bridgepointe Parkway in the Shoreline Project Area, while CREF, Century
Center Investors and Bridgepointe Office Park Associates own office buildings on, Mariners
Island Boulevard and Fashion Island Boulevard in the Shoreline Project Area. Sony
Computer Entertainment is a lessor in one of the office buildings on Bridgepointe Parkway
owned by Sobrato Interests. Park Village Associates owns a retail building on 4th Avenue in
the Downtown Project Area, and Heart of San Mateo LLC owns several commercial retail
buildings on 3™ and 4t Avenues, also in the Downtown Project Area.

As noted previously under “Assessment Appeals”, certain properties owned by DW
Bridgepointe LLC and SPK-San Mateo Baycenter (Equity Office Properties) have pending
assessment appeals.
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Table 6
Largest Property Owners in the Project Areas, FY 2014-15
Secured and Pct. of
Property Owner Utility Unsecured Total Total Project Area Principal Land Use

SOBRATO INTERESTS III LESSEE $154,644,275 $- $154,644,275 9.46% Shoreline Office
DW BRIDGEPOINTE LLC ET AL 98,299,639 - 98,299,639 6.02% Shoreline Shopping Center
EQUITY OFFICE PROPERTIES 96,178,493 - 96,178,493 5.89% Shoreline Office
SOBRATO COMPANIES 74,272,947 - 74,272,947 4.55% Shoreline Apartments
CREF 777 LLC * 66,989,505 - 66,989,505 4.10% Shoreline Office
CENTURY CENTRE INVESTORS LLC 64,307,539 - 64,307,539 3.94% Shoreline Office
SONY COMPUTER ENTERTAINMENT - 51,813,829 51,813,829 3.17% Shoreline Business Property
PARK VILLAGE ASSOC LLC 33,000,000 - 33,000,000 2.02% Downtown Shopping Center
BRIDGEPOINTE OFFICE PARK ASSOCIATES 29,263,455 - 29,263,455 1.79% Shoreline Office
HEART OF SAN MATEO LLC 26,846,406 - 26,846,406 1.64% Downtown Retail
Total, Top Ten: $643,802,259 $51,813,829 $695,616,088 42.58%
Total, Top Twenty: 823,652,665 51,813,829 875,466,494 53.58%
Totals for the Area: 1,455,591,775 178,263,427 1,633,855,202 100.00%

* Owner has appeals pending.

Source: San Mateo County Office of the Assessor; Urban Analytics
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TAX INCREMENT REVENUE ESTIMATES

The tax increment revenue estimate for FY 2014-15 is shown in Table 7 for the Project
Areas. As noted above, the gross tax increment includes revenue from secured and
unsecured assessments after exemptions (other than the homeowner’s exemption), and
after deduction of the base year valuations.

Table 7
Tax Increment Estimate for the Project Areas, FY 2014-15

2014/15

Assessed Valuation

Secured and Utility
Unsecured

1,458,997,975
178,263,427

Total Assessed Valuation
Less: Base Year Assessed Valuation

1,637,261,402
(109,788,272)

Total Incremental Assessed Valuation

Tax Increment

1,527,473,130

One Percent Levy on Incremental AV 15,274,731
Adjustment for Negative TRA Increment 4,567
Unitary Tax Revenue 147,970
Total Tax Increment 15,427,268
Less: Property Tax Administration Fee: (203,675)
Less: Housing Debt Service *: (821,998)
Less: Senior Debt Service **: (5,939,160)
Less: Senior Passthrough Payments: -
8,462,436

Available Tax Increment

* Housing debt service is retired in 2015-16 by the Bonds.

** Debt service on the 2005 Series A and 2007 Series A bonds; debt service on the 2005 Series A
bonds is retired in 2015-16 by the Bonds.

Source: Urban Analytics; County of San Mateo

The County Auditor-Controller adjusts the Agency’s tax increment to remove negative
increment at the tax rate area code level rather than at the project area level as is more
commonly done. This results in a estimated gain of $4,567 in tax increment for FY 2014-
15. Net tax increment is calculated by adding in an estimate of $140,970 in unitary
revenue, based on prior-year amounts, and deducting estimates of the County’s property
tax administration fee and the Agency’s debt service obligation on outstanding senior
bonds. All passthrough payments have been subordinated to debt service on the Bonds;
the amount of subordinated passthrough payments is estimated to be $2,218,589 for FY
2014-15. Revenue from supplemental assessments, prior-year escape assessments, roll
corrections and adjustments for appeal-related refunds are not included in the tax
increment amount as they are highly variable revenue sources and not subject to precise
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calculation. Supplemental revenues are separately estimated and factored into calculations
regarding tax increment caps.

The 20% low- and moderate-income housing set-aside was eliminated with the Dissolution
Act. Were the set-aside still in effect, the amount of tax increment deposited in the Low
and Moderate Income Housing Fund would have been 20% of the Total Tax Increment
shown, or $3,085,454 in FY 2014-15.

TAX INCREMENT PROJECTION

Tax increment is projected over the duration of the plans in the Project Areas, as shown in
Table 8. Debt service from the 2005 Series A housing and non-housing bonds is shown for
FY 2014-15; both will be refunded by the Bonds in 2015-16. Debt service on the 2007
Series A bonds will be a senior obligation to the Bonds and is shown as such here. The
projection incorporates the Proposition 13 adjustment of 2% for real property from FY
2015-16 forward. The projection does not take into consideration any changes in assessed
valuation due to new construction, property sales, Proposition 8 reductions, assessment
appeals or other factors. The actual growth rate may be less than the projected rate in the
Project Area. Secured personal property and unsecured valuations are assumed to remain
constant throughout.

LIMITATIONS OF REPORT

The calculation of assessed valuations and tax increment shown in this Report are based
on information believed to be complete, current and reliable at the time of this Report.
Projections of tax increment are based on reasonable assumptions and may not reflect
actual future revenue received by the Agency. Information regarding the practices and
methods used by the County in assessing and allocating property tax revenue has been
obtained from County staff and analysis of County records, while information concerning
the Project Areas, its constituent redevelopment plan, amendments and pass-through
agreements has been obtained through discussions with Agency staff and through review of
the plan documents made available to the Consultant.

While the Consultant has made reasonable efforts to verify the accuracy of the figures and
information presented in this Report and presumes that the information relied upon is
correct, the Consultant makes no warranty as to its accuracy.
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Table 8
Tax Increment Projection for the Project Areas

County
Gross Tax Administration Senior Debt Available Tax

Fiscal Year Increment Fee Service Increment
2014/15 15,427,268 203,675 6,761,158 8,462,436
2015/16 15,717,091 207,501 3,812,124 11,697,466
2016/17 16,012,710 211,404 3,810,124 11,991,183
2017/18 16,314,242 215,385 3,810,186 12,288,671
2018/19 16,621,804 219,445 3,813,043 12,589,316
2019/20 16,935,518 223,587 3,808,043 12,903,888
2020/21 17,255,505 227,811 3,808,643 13,219,051
2021/22 17,581,893 232,120 3,811,338 13,538,435
2022/23 17,914,808 236,516 3,807,894 13,870,399
2023/24 18,254,382 240,999 3,804,088 14,209,295
2024/25 18,600,747 245,572 3,810,338 14,544,838
2025/26 18,954,039 250,236 - 18,703,803
2026/27 19,314,397 254,993 - 19,059,404
2027/28 19,681,963 259,846 - 19,422,117
2028/29 20,056,879 264,796 - 19,792,083
2029/30 20,439,294 269,845 - 20,169,450
2030/31 20,829,358 274,994 - 20,554,363
2031/32 8,750,336 115,524 - 8,634,812
2032/33 8,789,231 116,038 - 8,673,194
2033/34 8,966,689 118,380 - 8,848,308
2034/35 - - - -

Total 332,418,154 4,388,665 42,725,404 285,304,085

Tax increment revenue is projected at a 2% annual growth rate. Passthrough payments have
been subordinated to the Bonds. Senior Debt Service includes 2005 Series A Housing and Non-
Housing Bonds and 2007 Series A Bonds in FY 2014-15; 2007 Series A Bonds in FY 2015-16
and later.

Source: Urban Analytics
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APPENDIX D
SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE

The following is a brief summary of certain provisions of the Indenture of Trust, as
supplemented by the First Supplement to Indenture of Trust (as so supplemented, the
“Indenture”) authorizing the 2015 Bonds that are not otherwise described in the text of this
Official Statement. Such summary is not intended to be definitive, and reference is made to the
actual Indenture (copies of which may be obtained from the Trustee) for the complete terms
thereof.

“Additional Revenues” means, as the date of calculation, the amount of Tax Revenues
which, as shown in a report of an Independent Redevelopment Consultant, are estimated to be
receivable by the Successor Agency within the Fiscal Year following the Fiscal Year in which
such calculation is made as a result of increases in the assessed valuation of taxable property in a
Project Area due to either (a) construction which has been completed and for which a certificate
of occupancy has been issued by the County or other appropriate governmental entity but which
is not then reflected on the tax rolls, or (b) transfer of ownership or any other interest in real
property which has been recorded but which is not then reflected on the tax rolls. For purposes of
this definition, the term “increases in the assessed valuation” means the amount by which the
assessed valuation of taxable property in a Project Area is estimated to increase above the
assessed valuation of taxable property in the Project Area (as evidenced in the written records of
the County) as of the date on which such calculation is made.

“Annual Debt Service” means, for each Bond Year, the sum of (a) the interest payable on
the Outstanding Bonds and any other Parity Debt, and (b) the principal amount of the
Outstanding Bonds and any other Parity Debt.

“Bond” or “Bonds” means the 2015A Bonds, the 2015B Bonds and any Parity Debt that
is issued as bonds pursuant to a Supplemental Indenture.

“Bond Counsel” means (a) Jones Hall, A Professional Law Corporation, or (b) any other
attorney or firm of attorneys appointed by or acceptable to the Successor Agency, of nationally-
recognized experience in the issuance of obligations the interest on which is excludable from
gross income for federal income tax purposes under the Code.

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

“Bond Year” means, any twelve-month period beginning on August 2 in any year and
ending on the next succeeding August 1, both dates inclusive, except that the first Bond Year
shall begin on the Closing Date, and end on August 1, 2016.

“Business Day” means a day of the year on which banks in Los Angeles, California, or
the city where the Principal Corporate Trust Office is located, are not required or permitted to be
closed and on which the New York Stock Exchange is not closed.



“Chair” means the Mayor of the City or other duly appointed officer of the Successor
Agency authorized by the Successor Agency by resolution to perform the functions of the Chair
in the event of the Chair’s absence or disqualification.

“City” means the City of San Mateo, California, a municipal corporation and chartered
city duly organized and existing under the laws of the State.

“Closing Date” means the date on which the 2015A Bonds and the 2015 B Bonds are
delivered by the Successor Agency to the original purchaser thereof.

“Code” means the Internal Revenue Code of 1986 as in effect on the date of issuance of
the Bonds or (except as otherwise referenced in the Indenture) as it may be amended to apply to
obligations issued on the date of issuance of the Bonds, together with applicable temporary and
final regulations promulgated, and applicable official public guidance published, under the Code.

“Continuing Disclosure Certificate” means the Continuing Disclosure Certificate relating
to the 2015A Bonds and 2015B Bonds executed by the Successor Agency dated as of the Closing
Date, as originally executed and as it may be amended from time to time in accordance with the
terms thereof.

“Costs of Issuance” means all items of expense directly or indirectly payable by or
reimbursable to the Successor Agency relating to the authorization, issuance, sale and delivery of
the Bonds, including but not limited to City and Successor Agency administrative staff costs,
printing expenses, bond insurance and surety bond premiums, rating agency fees, filing and
recording fees, initial fees and charges and first annual administrative fee of the Trustee and fees
and expenses of its counsel, fees, charges and disbursements of attorneys, financial advisors,
accounting firms, consultants and other professionals, fees and charges for preparation, execution
and safekeeping of the Bonds and any other cost, charge or fee in connection with the original
issuance of the Bonds.

“County” means the County of San Mateo, a county duly organized and existing under
the laws of the State.

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

“Defeasance Obligations” means (i) cash, (i) Federal Securities and (iii) Permitted
Investments listed under subsection (b) of the definition thereof excluding Permitted Investments
listed under (b) (iv) and (b) (vi).

“Dissolution Act” means Part 1.85 (commencing with Section 34170) of Division 24 of
the California Health and Safety Code, as amended from time to time.

“Event of Default” means any of the events described in this summary under the heading
“EVENTS OF DEFAULT AND REMEDIES OF OWNERS.”

“Federal Securities” means any direct, noncallable general obligations of the United
States of America (including obligations issued or held in book entry form on the books of the
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Department of the Treasury of the United States of America and CATS and TGRS), or
obligations the payment of principal of and interest on which are unconditionally guaranteed by
the United States of America.

“First Supplement” means the First Supplement to Indenture of Trust, dated as of August
1, 2015, by and between the Successor Agency and the Trustee.

“Fiscal Year” means any twelve-month period beginning on July 1 in any year and
extending to the next succeeding June 30, both dates inclusive, or any other twelve month period
selected and designated by the Successor Agency to the Trustee in writing as its official fiscal
year period.

“Former Agency” means the Redevelopment Agency of the City of San Mateo, a public
body corporate and politic duly organized and existing under the Redevelopment Law and
dissolved in accordance with the Dissolution Act.

“Indenture” means the Indenture of Trust by and between the Successor Agency and the
Trustee, as originally entered into or as it may be amended or supplemented by any
Supplemental Indenture entered into pursuant to the provisions of the Indenture.

“Independent Accountant” means any accountant or firm of such accountants duly
licensed or registered or entitled to practice as such under the laws of the State, appointed by the
Successor Agency, and who, or each of whom:

(a) is in fact independent and not under domination of the Successor Agency;

(b) does not have any substantial interest, direct or indirect, with the
Successor Agency; and

(©) is not connected with the Successor Agency as an officer or employee of
the Successor Agency, but who may be regularly retained to make reports to the
Successor Agency.

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

(a) is judged by the Successor Agency to have experience in matters relating
to the collection of property tax revenues deposited into the Redevelopment Property Tax
Trust Fund or otherwise with respect to the financing of redevelopment projects;

(b) is in fact independent and not under domination of the Successor Agency;

(©) does not have any substantial interest, direct or indirect, with the
Successor Agency; and

(d) is not connected with the Successor Agency as an officer or employee of
the Successor Agency, but who may be regularly retained to make reports to the

Successor Agency.
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“Interest Account” means the account by that name established and held by the Trustee
pursuant to the Indenture.

“Interest Payment Date” means February 1, 2016, and February 1 and August 1 in each
year thereafter so long as any of the Bonds remain Outstanding under the Indenture.

“Law” means the Community Redevelopment Law of the State, constituting Part 1 of
Division 24 of the California Health and Safety Code, and the Dissolution Act.

“Maximum Annual Debt Service” means, as of the date of calculation, the largest Annual
Debt Service for the current or any future Bond Year as certified in writing by the Successor
Agency to the Trustee.

1,9

“Moody's” means Moody's Investors Service and its successors.

“Notice of Insufficiency” means the notice described in Health & Safety Code Section
34183(b).

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

(a) Bonds theretofore canceled by the Trustee or surrendered to the Trustee
for cancellation;

(b) Bonds paid or deemed to have been paid within the meaning of the
Indenture; and

(©) Bonds in lieu of or in substitution for which other Bonds shall have been
authorized, executed, issued and delivered by the Successor Agency pursuant to the
Indneture.

“Oversight Board” means the Oversight Board of the Successor Agency to the
Redevelopment Agency of the City of San Mateo, duly constituted from time to time pursuant to
Section 34179 of the California Health and Safety Code.

“Owner” or “Bondowner” means, with respect to any Bond, the person in whose name
the ownership of such Bond shall be registered on the Registration Books.

“Parity Debt” means the 2015B Bonds and any loan, bonds (including any bonds issued
pursuant to a Supplemental Indenture), notes, advances or indebtedness payable from Tax
Revenues on a parity with the 2015 Bonds as authorized by the provisions of the Indenture.

“Parity Debt Instrument” means any resolution, indenture of trust, loan agreement, trust
agreement or other instrument authorizing the issuance of any Parity Debt, including, without
limitation, a Supplemental Indenture authorized by the Indenture.
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“Participating Underwriter” has the meaning ascribed thereto in the Continuing
Disclosure Certificate.

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

(a) Federal Securities;

(b) bonds, debentures, notes or other evidence of indebtedness issued or
guaranteed by any of the following federal agencies and provided such obligations are
backed by the full faith and credit of the United States of America (stripped securities are
only permitted if they have been stripped by the agency itself): (i) direct obligations or
fully guaranteed certificates of beneficial ownership of the U.S. Export-Import Bank; (ii)
certificates of beneficial ownership of the Farmers Home Administration; (iii) obligations
of the Federal Financing Bank; (iv) debentures of the Federal Housing Administration;
(v) participation certificates of the General Services Administration; (vi) guaranteed
mortgage-backed bonds or guaranteed pass-through obligations of the Government
National Mortgage Association; (vii) guaranteed Title XI financings of the U.S. Maritime
Administration; (viii) project notes, local authority bonds, new communities debentures
and U.S. public housing notes and bonds of the U.S. Department of Housing and Urban
Development;

(©) bonds, debentures, notes or other evidence of indebtedness issued or
guaranteed by any of the following non-full faith and credit U.S. government agencies
(stripped securities are only permitted if they have been stripped by the agency itself): (i)
senior debt obligations of the Federal Home Loan Bank System; (ii) participation
certificates and senior debt obligations of the Federal Home Loan Mortgage Corporation;
(i11)) mortgaged-backed securities and senior debt obligations of the Federal National
Mortgage Association (excluding stripped mortgage securities which are valued greater
than par on the portion of unpaid principal); (iv) senior debt obligations of the Student
Loan Marketing Association; (v) obligations (but only the interest component of stripped
obligations) of the Resolution Funding Corporation; and (vi) consolidated system wide
bonds and notes of the Farm Credit System;

(d) money market funds (including funds of the Trustee or its affiliates)
registered under the Federal Investment Company Act of 1940, whose shares are
registered under the Federal Securities Act of 1933, and having a rating by S&P of
“AAAM-G”, “AAAmM”, or “AAm”, and, if rated by Moody’s, rated Aaa, Aal or Aa2,
including funds for which the Trustee, its affiliates or subsidiaries provide investment
advisory or other management services;

(e) certificates of deposit secured at all times by collateral described in (a) or
(b) above, which have a maturity of one year or less, which are issued by commercial
banks, including affiliates of the Trustee, savings and loan associations or mutual savings
banks, and such collateral must be held by a third party, and the Trustee on behalf of the
Bondowners must have a perfected first security interest in such collateral;
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() certificates of deposit, savings accounts, deposit accounts or money
market deposits (including those of the Trustee and its affiliates) which are fully insured
by the Federal Deposit Insurance Corporation;

(2) investment agreements, including guaranteed investment contracts, which,
are general obligations of an entity whose long term debt obligations, or claims paying
ability, respectively, which are rated in one of the two highest rating categories by
Moody's or S&P or which are collateralized so as to be rated in one of the two highest
rating categories by Moody's or S&P;

(h) commercial paper rated, at the time of purchase, “Prime-1" by Moody's
and “A-1” or better by S&P;

(1) bonds or notes issued by any state or municipality which are rated by
Moody's and S&P in one of the two highest rating categories assigned by such agencies;

() federal funds or bankers acceptances with a maximum term of one year of
any bank which has an unsecured, uninsured and unguaranteed obligation rating of
“Prime-1" or “A3” or better by Moody's and “A-1" or “A” or better by S&P;

(k) repurchase agreements for thirty (30) days or less (more than thirty (30)
days which provide for the transfer of securities from a dealer bank or securities firm
(seller/borrower) to the Trustee and the transfer of cash from the Trustee to the dealer
bank or securities firm with an agreement that the dealer bank or securities firm will
repay the cash plus a yield to the Trustee in exchange for the securities at a specified date,
which satisfy the following criteria:

(1) repurchase agreements must be between the Trustee and (A) a
primary dealer on the Federal Reserve reporting dealer list which falls under the
jurisdiction of the Securities Investors Protection Corporation and which are rated
“A” or better by Moody's and S&P, or (B) a bank rated “A” or better by Moody's
and S&P;

(i1) the written repurchase agreement contract must include the
following: (A) securities acceptable for transfer, which may be direct U.S.
government obligations, or federal agency obligations backed by the full faith and
credit of the U.S. government; (B) the term of the repurchase agreement may be
up to 30 days; (C) the collateral must be delivered to the Trustee or a third party
acting as agent for the Trustee simultaneous with payment (perfection by
possession of certificated securities); (D) the Trustee must have a perfected first
priority security interest in the collateral; (E) the collateral must be free and clear
of third-party liens and, in the case of a broker which falls under the jurisdiction
of the Securities Investors Protection Corporation, are not subject to a repurchase
agreement or a reverse repurchase agreement; (F) failure to maintain the requisite
collateral percentage, after a two day restoration period, will require the Trustee to
liquidate the collateral; (G) the securities must be valued weekly, marked-to-
market at current market price plus accrued interest and the value of collateral
must be equal to 104% of the amount of cash transferred by the Trustee to the
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dealer bank or securities firm under the repurchase agreement plus accrued
interest (unless the securities used as collateral are obligations of the Federal
National Mortgage Association or the Federal Home Loan Mortgage Corporation,
in which case the collateral must be equal to 105% of the amount of cash
transferred by the Trustee to the dealer bank or securities firm under the
repurchase agreement plus accrued interest). If the value of securities held as
collateral falls below 104% of the value of the cash transferred by the Trustee,
then additional cash and/or acceptable securities must be transferred; and

(i11))  a legal opinion must be delivered to the Trustee to the effect that
the repurchase agreement meets guidelines under state law for legal investment of
public funds;

() pre-refunded municipal bonds rated “Aaa” by Moody's and “AAA” by
S&P; provided, however, pre-refunded municipal bonds rated by S&P only (i.e., no
Moody's rating) are acceptable if such pre-refunded municipal bonds were pre-refunded
with cash, direct U.S. or U.S. guaranteed obligations or AAA rated pre-refunded
municipal bonds; and

(m) the Local Agency Investment Fund of the State of California, created
pursuant to Section 16429.1 of the California Government Code, to the extent the Trustee
is authorized to deposit and withdraw from such investment directly in its own name.

“Plan Limits” means the limitation contained in a Redevelopment Plan on the number of
dollars of taxes which may be divided and allocated to the Successor Agency pursuant to the
Redevelopment Plan, as such limitation is prescribed by Section 33333.4 of the Redevelopment
Law.

“Principal Account” means the account by that name established and held by the Trustee
pursuant to the Indenture.

“Principal Corporate Trust Office” means such corporate trust office of the Trustee as
may be designated from time to time by written notice from the Trustee to the Successor
Agency.

“Project Areas” has the meaning given that term in the Recitals of the Indenture.
“Recognized Obligation Payment Schedule” means the schedule by that name prepared

before each six-month fiscal period in accordance with the requirements of Section 34177(1) of
the California Health and Safety Code.

“Record Date” means, with respect to any Interest Payment Date, the close of business on
the 15th calendar day of the month preceding such Interest Payment Date, whether or not such
15th calendar day is a Business Day.

“Redevelopment Obligation Retirement Fund” means the fund established and held by
the Successor Agency pursuant to Section 34170.5(a) of the California Health and Safety Code.
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“Redevelopment Plans” has the meaning given that term in the Recitals of the Indenture.

“Redevelopment Property Tax Trust Fund” means the fund established pursuant to
Section 34170.5(b) of the California Health and Safety Code and administered by the San Mateo
County Auditor—Controller.

“Refunded Prior Bonds” has the meaning given that term in the Recitals of the Indenture.

“Refunding Law” means Article 11 (commencing with Section 53580) of Chapter 3 of
Part 1 of Division 2 of Title 5 of the Government Code of the State, and the acts amendatory
thereof and supplemented thereto.

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

“Report” means a document in writing signed by an Independent Redevelopment
Consultant and including:

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

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

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

“S&P” means Standard & Poor's Ratings Services and its successors.
“Semiannual Period” means (a) each six-month period beginning on January 1 of any

calendar year and ending on June 30 of such calendar year, and (b) each six-month period
beginning on July 1 of any calendar year and ending on December 31 of such calendar year.

“State” means the State of California.

“Subordinate Debt” means any bonds, notes, loans, advances or other indebtedness issued
or incurred by the Successor Agency that are either: (a) payable from, but not secured by a
pledge of or lien upon, the Tax Revenues; or (b) secured by a pledge of or lien upon the Tax
Revenues that is subordinate to (i) the pledge of and lien upon the Tax Revenues under the
Indenture for the security of the Bonds and (ii) the Successor Agency’s obligation to reimburse
the provider of a letter of credit, surety bond or similar instrument for the debt service reserve
account for any Parity Debt .

“Successor Agency” means the Successor Agency to the Redevelopment Agency of the
City of San Mateo, a public entity, duly organized and existing under the Law.
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“Supplemental Indenture” means any resolution, agreement or other instrument which
has been duly adopted or entered into by the Successor Agency, but only if and to the extent that
such Supplemental Indenture is specifically authorized under the Indenture.

“Tax Revenues” means, for each Fiscal Year, all moneys deposited in the Redevelopment
Property Tax Trust Fund, as provided in paragraph (2) of subdivision (a) of Section 34183 of the
Dissolution Act, excluding (i) the amount of tax increment revenue pledged under the 2007
Indenture to make payments on the 2007 Bonds, but only to the extent required to make such
payments, (ii) amounts payable under the Agreement Between Redevelopment Agency of the
City of San Mateo and San Mateo City School District Pursuant to Health and Safety Code
Section 33401, dated June 15, 1981, except and to the extent that any amounts so payable are
payable on a basis subordinate to the payment of the Bonds and (ii1) amounts payable pursuant to
Sections 33607.5, 33607.7 and 33676 of the Redevelopment Law, except and to the extent that
any amounts so payable are payable on a basis subordinate to the payment of the Bonds.

“Term Bonds” means any Bonds subject to mandatory sinking fund redemption as set
forth in a Supplemental Indenture.

“Trustee” means The Bank of New York Mellon Trust Company, N.A., as trustee under
the Indenture, or any successor thereto appointed as trustee under the Indenture in accordance
with the provisions of the Indenture.

“2007 Bonds” means the $46,135,000 Redevelopment Agency of the City of San Mateo
Merged Area Tax Allocation Refunding Bonds, 2007 Series A.

“2007 Indenture” means the Indenture of Trust, dated as of November 1, 1997, by and
between the Successor Agency, as successor to the Former Agency, and The Bank of New York
Mellon Trust Company, N.A., as successor in interest to BNY Western Trust Company, as
trustee, as amended and supplemented from time to time in accordance with the terms thereof
including, without limitation, as amended and supplemented by the Fourth Supplemental
Indenture, dated as of May 1, 2007, by and between the Successor Agency, as successor to the
Former Agency, and The Bank of New York Mellon Trust Company, N.A., formerly known as
The Bank of New York Trust Company, N.A.

“2015 Bonds” means, collectively, the 2015A Bonds and the 2015B Bonds.

“2015A Bond” or “2015A Bonds” means the Successor Agency to the Redevelopment
Agency of the City of San Mateo Tax Allocation Refunding Bonds, 2015 Series A (Tax-
Exempt).

“2015A Bond Proceeds Account” means the account by that name within the Bond
Proceeds Fund established and held by the Trustee pursuant to the Indenture.

“2015A Costs of Issuance Account” means the account by that name within the Bond
Proceeds Fund established and held by the Trustee pursuant to the Indenture.
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“2015B Bond” or “2015B Bonds” means the Successor Agency to the Redevelopment
Agency of the City of San Mateo Tax Allocation Refunding Bonds, 2015 Series B (Federally
Taxable).

“Written Request of the Successor Agency” or “Written Certificate of the Successor
Agency” means a request or certificate, in writing signed by the Chair, Secretary, Chief
Administrative Officer or Chief Financial Officer of the Successor Agency or by any other
officer of the Successor Agency duly authorized by the Successor Agency for that purpose.

PLEDGE OF TAX REVENUES

Security of Bonds; Equal Security. The Successor Agency may not issue additional
bonds or incur additional obligations that are payable from moneys deposited in the
Redevelopment Property Tax Trust Fund on a senior basis to the 2015 Bonds and any Parity
Debt.

Pursuant to Section 34177.5(g) of the Dissolution Act, except as provided in the
Indenture, the 2015 Bonds Bonds and any Parity Debt shall be equally secured by a pledge of,
security interest in and lien on all of the Tax Revenues, including all of the Tax Revenues in the
Redevelopment Obligation Retirement Fund and all of the moneys in the Debt Service Fund, the
Interest Account and the Principal Account, without preference or priority for series, issue,
number, dated date, sale date, date of execution or date of delivery. Except for the Tax Revenues
and such moneys, no funds or properties of the Successor Agency shall be pledged to, or
otherwise liable for, the payment of principal of or interest on the 2015 Bonds.

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

ESTABLISHMENT OF FUNDS AND ACCOUNTS; FLOW OF FUNDS

Redevelopment Obligation Retirement Fund; Deposit of Tax Revenues. The Successor
Agency has established the Redevelopment Obligation Retirement Fund pursuant to Section
34170.5(a) of the Dissolution Act and, so long as any of the Bonds are Outstanding, the
Successor Agency shall continue to hold and maintain such fund as a separate fund in its treasury
(which shall be a separate account from other accounts of the Successor Agency and the County
into which no other moneys shall be deposited). The Successor Agency shall deposit all of the
Tax Revenues received with respect to any Semiannual Period into the Redevelopment
Obligation Retirement Fund promptly upon receipt thereof by the Successor Agency.

All Tax Revenues received by the Successor Agency with respect to a Bond Year in
excess of the amount required to pay debt service on the Bonds and any Parity Debt in such
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Bond Year, and except as may be provided to the contrary in the 2007 Indenture or Parity Debt
Instrument, shall be released from the pledge and lien under the Indenture and shall be applied in
accordance with the Law, including but not limited to the payment of any amounts due and
owing to the United States of America pursuant to the Indenture. Prior to the payment in full of
the principal of and interest and premium, if any, on the Bonds and the payment in full of all
other amounts payable under the Indenture and under any Supplemental Indentures, the
Successor Agency shall not have any beneficial right or interest in the moneys on deposit in the
Redevelopment Obligation Retirement Fund, except as may be provided in the Indenture and in
any Supplemental Indenture.

Deposit of Amounts by Trustee. A separate trust fund shall be established under the
Indenture and be known as the Debt Service Fund, which shall be held by the Trustee thereunder
in trust. Concurrently with transfers with respect to Parity Debt pursuant to Parity Debt
Instruments, moneys in the Redevelopment Obligation Retirement Fund shall be transferred by
the Successor Agency to the Trustee in the following amounts, at the following times, and
deposited by the Trustee in the following respective special accounts, which are established
under the Indenture in the Debt Service Fund, and in the following order of priority:

(a) Interest Account. On each January 27 and July 27, the Successor Agency
shall withdraw from the Redevelopment Obligation Retirement Fund and transfer to the
Trustee, for deposit in the Interest Account an amount which when added to the amount
contained in the Interest Account on that date, will be equal to the aggregate amount of
the interest becoming due and payable on the Outstanding Bonds on such Interest
Payment Date. No such transfer and deposit need be made to the Interest Account if the
amount contained therein is at least equal to the interest to become due on the next
succeeding Interest Payment Date upon all of the Outstanding Bonds. All moneys in the
Interest Account shall be used and withdrawn by the Trustee solely for the purpose of
paying the interest on the Bonds as it shall become due and payable.

(b) Principal Account. On each July 27, beginning July 27, 2016, the
Successor Agency shall withdraw from the Redevelopment Obligation Retirement Fund
and transfer to the Trustee for deposit in the Principal Account an amount which, when
added to the amount then contained in the Principal Account, will be equal to the
principal becoming due and payable on the Outstanding Bonds, including the aggregate
principal amount of the Term Bonds required to be redeemed pursuant to a Supplemental
Indenture, on the next August 1. No such transfer and deposit need be made to the
Principal Account if the amount contained therein is at least equal to the principal to
become due on the next August 1 on all of the Outstanding 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 Bonds, including the aggregate principal amount of the Term
Bonds required to be redeemed pursuant to a Supplemental Indenture, as it shall become
due and payable.

(©) Redemption Account. On or before the Business Day preceding any date
on which Bonds are to be redeemed pursuant to the Indenture, the Trustee shall withdraw
from the Debt Service Fund any amount transferred by the Successor Agency pursuant to
the Indenture for deposit in the Redemption Account, such amount being the amount
required to pay the principal of and premium, if any, on the Bonds to be redeemed on
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such date pursuant to the Indenture and similar provisions in one or more Supplemental
Indentures. 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
Bonds to be redeemed pursuant to the Indenture and similar provisions in one or more
Supplemental Indentures on the date set for such redemption. Interest due on Bonds to be
redeemed on the date set for redemption shall, if applicable, be paid from funds available
therefor in the Interest Account.

Deposit and Investment of Moneys in Funds. Moneys in the Debt Service Fund, the
Interest Account, the Principal Account and the Costs of Issuance Account shall be invested by
the Trustee in Permitted Investments as directed by the Successor Agency in the Written Request
of the Successor Agency filed with the Trustee at least 2 Business Days in advance of the
making of such investments. In the absence of any such Written Request of the Successor
Agency, the Trustee shall invest any such moneys in Permitted Investments described in clause
(d) of the definition thereof, which by their terms mature prior to the date on which such moneys
are required to be paid out under the Indenture. The Trustee shall be entitled to rely conclusively
upon the written instructions of the Successor Agency directing investments in Permitted
Investments as to the fact that each such investment is permitted by the laws of the State, and
shall not be required to make further investigation with respect thereto. Moneys in the
Redevelopment Obligation Retirement Fund may be invested by the Successor Agency in any
obligations in which the Successor Agency is legally authorized to invest its funds. Obligations
purchased as an investment of moneys in any fund shall be deemed to be part of such fund or
account. All interest or gain derived from the investment of amounts in any of the funds or
accounts held by the Trustee under the Indenture shall be deposited in the Interest Account. The
Trustee may act as principal or agent in the acquisition or disposition of any investment and may
impose its customary charges therefor. The Trustee shall incur no liability for losses arising
from any investments made at the direction of the Successor Agency or otherwise made pursuant
to the Indenture.

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

All moneys held by the Trustee shall be held in trust, but need not be segregated from
other funds unless specifically required by the Indenture. Except as specifically provided in the
Indenture, the Trustee shall not be liable to pay interest on any moneys received by it, but shall
be liable only to account to the Successor Agency for earnings derived from funds that have been
invested.

The Successor Agency covenants that all investments of amounts deposited in any fund
or account created by or pursuant to the Indenture, or otherwise containing gross proceeds of the
Bonds (within the meaning of Section 148 of the Code) shall be acquired, disposed of, and
valued (as of the date that valuation is required by the Indenture or the Code) at Fair Market
Value. The Trustee has no duty in connection with the determination of Fair Market Value other



than to follow the investment directions of the Successor Agency in any Written Certificate or
Written Request of the Successor Agency.

The term “Fair Market Value” shall mean the price at which a willing buyer would
purchase the investment from a willing seller in a bona fide, arm’s length transaction
(determined as of the date the contract to purchase or sell the investment becomes binding) if the
investment is traded on an established securities market (within the meaning of Section 1273 of
the Code) and, otherwise, the term “Fair Market Value” means the acquisition price in a bona
fide arm’s length transaction (as referenced above) if (i) the investment is a certificate of deposit
that is acquired in accordance with applicable regulations under the Code, (ii) the investment is
an agreement with specifically negotiated withdrawal or reinvestment provisions and a
specifically negotiated interest rate (for example, a guaranteed investment contract, a forward
supply contract or other investment agreement) that is acquired in accordance with applicable
regulations under the Code, or (iii) the investment is a United States Treasury Security -- State
and Local Government Series which is acquired in accordance with applicable regulations of the
United States Bureau of Public Debt.

COVENANTS OF THE SUCCESSOR AGENCY

Issuance of Parity Debt; Subordinate Debt; Senior Debt. In addition to the 2015 Bonds,
the Successor Agency may issue or incur additional Parity Debt in such principal amount as shall
be determined by the Successor Agency for refunding purposes only. The Successor Agency
may issue and deliver any such Parity Debt subject to the following specific conditions that are
made conditions precedent under the Indenture to the issuance and delivery of such Parity Debt
issued under the Indenture:

(a) The additional Parity Debt must have been issued in compliance with the
refunding provisions of the Dissolution Act;

(b) The Successor Agency shall certify that the aggregate principal of and interest on
the 2015 Bonds, the 2007 Bonds, any Parity Debt (including the Parity Debt to be incurred) and
Subordinate Debt coming due and payable will not exceed the maximum amount of Tax
Revenues permitted under any Plan Limit to be allocated and paid to the Successor Agency with
respect to the Project Areas after the issuance of such Parity Debt; and

(©) The Successor Agency shall deliver to the Trustee a Written Certificate of the
Successor Agency certifying that the conditions precedent to the issuance of such Parity Debt set
forth above have been satisfied.

Any Parity Debt issued as Bonds may provide for separate funds and accounts, including
a debt service reserve account for such Bonds, under the Supplemental Indenture pursuant to
which such Bonds are issued.

The Successor Agency may issue or incur Subordinate Debt in such principal amount as
shall be determined by the Successor Agency. Any Subordinate Debt that is issued as bonds or
incurred in the form of a loan shall be payable on the same dates as the 2015 Bonds.



In addition, from and after the Closing Date, the Successor Agency may not issue or
incur any bonds, notes, loans, advances or other indebtedness that are secured by a pledge of
moneys deposited in the Redevelopment Property Tax Trust Fund, as provided in paragraph (2)
of subdivision (a) of Section 34183 of the Dissolution Act, on a basis senior or superior to the
Bonds.

Extension of Payment. The Successor Agency will not, directly or indirectly, extend or
consent to the extension of the time for the payment of any Bond or claim for interest on any of
the Bonds and will not, directly or indirectly, be a party to or approve any such arrangement by
purchasing or funding the Bonds or claims for interest in any other manner. In case the maturity
of any such Bond or claim for interest shall be extended or funded, whether or not with the
consent of the Successor Agency, such Bond or claim for interest so extended or funded shall not
be entitled, in case of default under the Indenture, to the benefits of the Indenture, except subject
to the prior payment in full of the principal of all of the Bonds then Outstanding and of all claims
for interest which shall not have been so extended or funded.

Payment of Claims. The Successor Agency shall promptly pay and discharge, or cause to
be paid and discharged, any and all lawful claims for labor, materials or supplies which, if
unpaid, might become a lien or charge upon the properties owned by the Successor Agency or
upon the Tax Revenues or other amounts pledged to the payment of the Bonds, or any part
thereof, or upon any funds in the hands of the Trustee, or which might impair the security of the
Bonds. Nothing contained in the Indenture shall require the Successor Agency to make any such
payment so long as the Successor Agency in good faith shall contest the validity of said claims.

Books and Accounts; Financial Statements. The Successor Agency shall at all times
keep, or cause to be kept, proper and current books and accounts in which accurate entries are
made of the financial transactions and records of the Successor Agency. Within 180 days after
the close of each Fiscal Year an Independent Certified Public Accountant shall prepare an audit
of the financial transactions and records of the Successor Agency for such Fiscal Year. To the
extent permitted by law, such audit may be included within the annual audited financial
statements of the City. The Successor Agency shall furnish a copy of such financial statements
to any Owner upon reasonable request of such Owner and at the expense of such Owner. The
Trustee shall have no duty to review such audits.

Protection of Security and Rights of Owners. The Successor Agency will preserve and
protect the security of the Bonds and the rights of the Owners. From and after the Closing Date,
the Bonds shall be incontestable by the Successor Agency.

Payments of Taxes and Other Charges. Except as otherwise provided in the Indenture,
the Successor Agency will pay and discharge, or cause to be paid and discharged, all taxes,
service charges, assessments and other governmental charges which may hereafter be lawfully
imposed upon the Successor Agency or the properties then owned by the Successor Agency in
the Project Areas, or upon the revenues therefrom when the same shall become due. Nothing
contained in the Indenture shall require the Successor Agency to make any such payment so long
as the Successor Agency in good faith shall contest the validity of said taxes, assessments or
charges. The Successor Agency will duly observe and conform with all valid requirements of
any governmental authority relative to the Project Areas or any part thereof.




Compliance with the Law; Recognized Obligation Payment Schedules; Notice of
Insufficiency. The Successor Agency shall comply with all of the requirements of the Law. In
addition, the Successor Agency shall take all actions required under the Law to:

(a) include in a Recognized Obligation Payment Schedule for the six month period
from January 1 to June 30 so as to enable the San Mateo County Auditor-Controller to distribute
from the Redevelopment Property Tax Trust Fund for deposit in the Redevelopment Obligation
Retirement Fund on each January 2 an amount equal to the debt service due on the 2007 Bonds
for the period from January 1 to December 31; and

(b) include in a Recognized Obligation Payment Schedule for the six-month period
from January 1 to June 30 an amount equal to scheduled annual debt service on the Bonds, so as
to enable the San Mateo County Auditor-Controller to distribute from the Redevelopment
Property Tax Trust Fund for deposit in the Redevelopment Obligation Retirement Fund on each
January 2 amounts required to enable the Successor Agency to pay timely principal of, and
interest on the Bonds coming due for the period from January 1 to December 31;

(©) in the event funds distributed from the Redevelopment Property Tax Trust Fund
and deposited into the Redevelopment Obligation Retirement Fund during the January 1 to
June 30 period are insufficient to pay debt service on the Bonds for the period January 1 to
December 31, the Successor Agency shall include said shortfall in a Recognized Obligation
Retirement Schedule submitted to the San Mateo County Auditor- Controller for the period
July 1 to December 31; and

(d) in the event funds are transferred from a debt service reserve account for any
Parity Debt issued as Bonds to pay debt service on such Parity Debt, the Successor Agency shall
include the amount so transferred in the next Recognized Obligation Retirement Schedule
submitted to the San Mateo County Auditor-Controller in order to replenish such debt service
reserve account to the applicable reserve requirement.

The foregoing obligates the Successor Agency to place on the periodic Recognized
Obligation Payment Schedule for approval by the Oversight Board and State Department of
Finance, to the extent necessary, the amounts to be held by the Successor Agency as a reserve
until the next six-month period, as contemplated by Section 34171(d)(1)(A) of the California
Health and Safety Code, that are necessary to provide for the payment of principal and interest
under the Indenture when the next property tax allocation is projected to be insufficient to pay all
obligations due under the Indenture in the following six-month period, including the inclusion on
the applicable Recognized Obligation Schedule the amounts set forth in the Recognized
Obligation Debt Service Schedule attached as an exhibit to the Indenture. The Recognized
Obligation Debt Service Schedule shall not be amended except by Supplemental Indenture
entered into pursuant to the Indenture.

Additionally, the Successor Agency covenants that it will, on or before December 1 of
each year, file a Notice of Insufficiency with the San Mateo County Auditor-Controller if the
amount of Tax Revenues available to the Successor Agency from the Redevelopment Property
Tax Trust Fund on the upcoming January 2 is insufficient to pay debt service on the Bonds and
to pay debt service on any Parity Debt.



In the event the provisions set forth in the Dissolution Act as of the Closing Date of the
2015 Bonds that relate to the filing of Recognized Obligation Payment Schedules are amended or
modified in any manner, the Successor Agency agrees to take all such actions as are necessary to
comply with such amended or modified provisions so as to ensure the timely payment of debt
service on the Bonds and, if the timing of distributions of the Redevelopment Property Tax Trust
Fund is changed, the receipt of (i) not less than all amounts required to pay debt service due
during each Bond Year on all Outstanding Bonds prior to February 1 of such Bond Year, and (ii)
in the event funds distributed from the Redevelopment Property Tax Trust Fund and deposited
into the Redevelopment Obligation Retirement Fund during the January 1 to June 30 period are
insufficient to pay debt service on the Bonds for the period January 1 to December 31, said
shortfall prior to the next succeeding August 1.

Plan Limit. If and to the extent that the Plan Limits apply to the Successor Agency under
the Law, the Successor Agency shall annually review the total amount of property tax revenues
available to be deposited into the Redevelopment Property Tax Trust Fund under the Plan
Limits, as well as future cumulative annual payments on the 2007 Bonds, the 2015 Bonds, any
Parity Debt, any subordinate bonds payable from property tax revenues deposited into the
Redevelopment Property Tax Trust Fund.

As long as the Plan Limits apply to the Successor Agency under the Law and any Bonds
are outstanding, the Successor Agency shall comply with its obligations under Section 27.01 of
the 2007 Indenture but, in doing so, shall take all actions necessary to ensure that it can act
pursuant to the option identified in clause (a)(2) of Section 27.01 rather than the option identified
in clause (a)(1) of Section 27.01. In furtherance of the covenant in the preceding sentence, if the
Successor Agency ever determines that during the next succeeding Bond Year, the total amount
of property tax revenues available to be deposited into the Redevelopment Property Tax Trust
Fund under the Plan Limits is expected to equal at least 80% of the Plan Limit for either Project
Area, then the Successor Agency shall either (i) adopt a plan approved by an Independent
Redevelopment Consultant that demonstrates the Successor Agency’s continuing ability to pay
debt service, first, on the 2007 Bonds and, second, pro rata on the 2015 Bonds and any Parity
Debt, or (ii) deposit all property tax revenues into the Redevelopment Property Tax Trust Fund
not needed to pay current or any past due debt service on any Successor Agency obligations into
a Trustee-held escrow account (the “Escrow Account”) and invested in Defeasance Obligations.
Moneys in the Escrow Account must be used only to pay debt service, first, on the 2007 Bonds
and, second, pro rata on the 2015 Bonds and any Parity Debt, or to redeem Bonds and any Parity
Debt that does not constitute Bonds.

Dissolution Act Invalid; Maintenance of Tax Revenues. In the event that the applicable
property tax revenues provisions of the Dissolution Act are determined by a court in a final
judicial decision to be invalid and, in place of the invalid provisions, provisions of the
Redevelopment Law or the equivalent become applicable to the Bonds, the Successor Agency
shall comply with all requirements of the Redevelopment Law or the equivalent to insure the
allocation and payment to it of the Tax Revenues, including without limitation the timely filing
of any necessary statements of indebtedness with appropriate officials of the County and, in the
case of amounts payable by the State, appropriate officials of the State and shall apply any such
Tax Revenues received by the Successor Agency in the manner set forth in the Indenture. In the
event that the applicable property tax revenues provisions of the Dissolution Act are determined
by a court in a final judicial decision to be invalid and neither provisions of the Redevelopment
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Law nor the equivalent replace the invalid provisions, then the Successor Agency shall use good
faith efforts to insure the allocation and payment to it of the Tax Revenues and, if and to the
extent the Tax Revenues are thereafter insufficient for the Successor Agency to satisfy its
obligations under the Indenture, an Event of Default shall be deemed to have occurred and the
remedies upon an Event of Default contained in the Indenture shall apply.

Continuing Disclosure. The Successor Agency covenants and agrees under the Indenture
that it will comply with and carry out all of the provisions of the Continuing Disclosure
Certificate related to the Bonds. Notwithstanding any other provision of the Indenture, failure of
the Successor Agency to comply with the Continuing Disclosure Certificate shall not be an Event
of Default thereunder. However, any Participating Underwriter or any holder or beneficial
owner of the Bonds may take such actions as may be necessary and appropriate, including
seeking specific performance by court order, to cause the Successor Agency to comply with its
obligations under the Indenture.

Further Assurances. The Successor Agency will adopt, make, execute and deliver any
and all such further resolutions, instruments and assurances as may be reasonably necessary or
proper to carry out the intention or to facilitate the performance of the Indenture, and for the
better assuring and confirming unto the Owners of the 2015 Bonds and the rights and benefits
provided in the Indenture.

TAX COVENANTS

The Successor Agency shall not take, or permit or suffer to be taken by the Trustee or
otherwise, any action with respect to the proceeds of the 2015A Bonds which, if such action had
been reasonably expected to have been taken, or had been deliberately and intentionally taken,
on the date of issuance of the 2015A Bonds would have caused the 2015A Bonds to be
“arbitrage bonds” within the meaning of Section 148 of the Code. The Successor Agency shall
assure that the proceeds of the 2015A Bonds are not so used as to cause the 2015A Bonds to
satisfy the private business tests of section 141(b) of the Code or the private loan financing test
of Section 141(c) of the Code. The Successor Agency shall not take any action or permit or
suffer any action to be taken if the result of the same would be to cause any of the 2015A Bonds
to be “federally guaranteed” within the meaning of Section 149(b) of the Code. The Successor
Agency shall take any and all actions necessary to assure compliance with Section 148(f) of the
Code, relating to the rebate of excess investment earnings, if any, to the federal government, to
the extent that such section is applicable to the Bonds. The Successor Agency shall take all
actions necessary to assure the exclusion of interest on the 2015A Bonds from the gross income
of the Owners of the 2015A Bonds to the same extent as such interest is permitted to be excluded
from gross income under the Code as in effect on the date of issuance of the 2015A Bonds.

The provisions the Indenture relating to the Code shall not apply to the 2015B Bonds, in
that the Successor Agency determines under the Indenture, pursuant to Section 5903 of the
California Government Code, that the interest payable on the 2015B Bonds will be subject to
federal income taxation under the law in existence on the Closing Date.



MODIFICATION OR AMENDMENT OF THE INDENTURE

Amendment With and Without Consent of Owners. The Indenture and the rights and
obligations of the Successor Agency and of the Owners may be modified or amended at any time
by a Supplemental Indenture which shall become binding upon adoption and, but without the
consent of the Owners, to the extent permitted by law and only for any one or more of the
following purposes-

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

(b) to make such provisions for the purpose of curing any ambiguity, or of
curing, correcting or supplementing any defective provision contained in the Indenture,
or in any other respect whatsoever as the Successor Agency may deem necessary or
desirable, provided under any circumstances that such modifications or amendments shall
not, in the reasonable determination of the Successor Agency, materially adversely affect
the interests of the Owners; or

(©) to amend any provision of the Indenture relating to the requirements of or
compliance with the Code, to any extent whatsoever but only if and to the extent such
amendment will not adversely affect the exemption from federal income taxation of
interest on any of the Bonds, in the opinion of Bond Counsel; or

(d) to amend the Recognized Obligation Debt Service Payment Schedule set
forth in Exhibit B to take into account the redemption of any Bond prior to its maturity;
or

(e) to provide for the issuance of Parity Debt pursuant to a Supplemental
Indenture, as such issuance is authorized by the Indenture.

Except as set forth in the preceding paragraph, the Indenture and the rights and
obligations of the Successor Agency and of the Owners may be modified or amended at any time
by a Supplemental Indenture which shall become binding when the written consent of the
Owners of a majority in aggregate principal amount of the Bonds then Outstanding are filed with
the Trustee. No such modification or amendment shall (a) extend the maturity of or reduce the
interest rate on any Bond or otherwise alter or impair the obligation of the Successor Agency to
pay the principal or interest at the time and place and at the rate and in the currency provided
therein of any Bond without the express written consent of the Owner of such Bond, or (b)
reduce the percentage of Bonds required for the written consent to any such amendment or
modification. In no event shall any Supplemental Indenture modify any of the rights or
obligations of the Trustee without its prior written consent. In addition, the Trustee shall be
entitled to an opinion of counsel concerning the Supplemental Indenture’s lack of any material
adverse effect on the Owners.

Effect of Supplemental Indenture. From and after the time any Supplemental Indenture
becomes effective pursuant to the Indenture, the Indenture shall be deemed to be modified and

D-18



amended in accordance therewith, the respective rights, duties and obligations of the parties
under the Indenture or such Supplemental Indenture and all Owners, as the case may be, shall
thereafter be determined, exercised and enforced under the Indenture subject in all respects to
such modification and amendment, and all the terms and conditions of any Supplemental
Indenture shall be deemed to be part of the terms and conditions of the Indenture for any and all
purposes.

Endorsement or Replacement of Bonds After Amendment. After the effective date of
any amendment or modification of the Indenture pursuant thereto, the Successor Agency may
determine that any or all of the Bonds shall bear a notation, by endorsement in form approved by
the Successor Agency, as to such amendment or modification and in that case upon demand of
the Successor Agency the Owners of such Bonds shall present such Bonds for that purpose at the
Principal Corporate Trust Office of the Trustee, and thereupon a suitable notation as to such
action shall be made on such Bonds. In lieu of such notation, the Successor Agency may
determine that new Bonds shall be prepared at the expense of the Successor Agency and
executed in exchange for any or all of the Bonds, and in that case, upon demand of the Successor
Agency, the Owners of the Bonds shall present such Bonds for exchange at the Trust Office of
the Trustee, without cost to such Owners.

Amendment by Mutual Consent. The provisions of the Indenture shall not prevent any
Owner from accepting any amendment as to the particular Bond held by such Owner, provided
that due notation thereof is made on such Bond.

Trustee’s Reliance. The Trustee may conclusively rely, and is protected in relying, upon
a Certificate of the Successor Agency and an opinion of Bond Counsel stating that all
requirements of the Indenture relating to the amendment or modification of the Indenture have
been satisfied and that such amendments or modifications do not materially adversely affect the
interests of the Bondowners.

EVENTS OF DEFAULT AND REMEDIES OF OWNERS

Events of Default Defined; Acceleration of Maturities. The following events constitute
Events of Default under the Indenture:

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

(b) if default shall be made by the Successor Agency in the observance of any
of the covenants, agreements or conditions on its part in the Indenture or in the Bonds or
any Parity Debt Instrument contained, other than a default described in the preceding
clause (a), and such default shall have continued for a period of 30 days following receipt
by the Successor Agency of written notice from the Trustee or any Owner of the
occurrence of such default, provided that if in the reasonable opinion of the Successor
Agency the failure stated in the notice can be corrected, but not within such 30 day
period, such failure will not constitute an event of default if corrective action is instituted
by the Successor Agency within such 30 day period and the Successor Agency thereafter
diligently and in good faith cures such failure in a reasonable period of time; or
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(©) if a default is made under the 2007 Indenture; or

(d) if the Successor Agency files a petition seeking reorganization or
arrangement under the federal bankruptcy laws or any other applicable law of the United
States of America, or if a court of competent jurisdiction will approve a petition seeking
reorganization under the federal bankruptcy laws or any other applicable law of the
United States of America, or, if under the provisions of any other law for the relief or aid
of debtors, any court of competent jurisdiction will approve a petition, seeking
reorganization under the federal bankruptcy laws or any other applicable law of the
United States of America, or, if under the provisions of any other law for the relief or aid
of debtors, any court of competent jurisdiction will assume custody or control of the
Successor Agency or of the whole or any substantial part of its property.

If an Event of Default has occurred under the Indenture and is continuing, the Trustee
may, or if requested in writing by the Owners of a majority in aggregate principal amount of the
Bonds then Outstanding the Trustee shall, (a) declare the principal of the Bonds, together with
the accrued interest thereon, to be due and payable immediately, and upon any such declaration
the same shall become immediately due and payable, anything in the Indenture or in the Bonds
to the contrary notwithstanding, and (b) the Trustee shall, subject to the provisions of the
Indenture, exercise any other remedies available to the Trustee and the Bondowners in law or at
equity.

Upon receiving notice or actual knowledge of the occurrence of an Event of Default, the
Trustee shall give notice of such Event of Default to the Successor Agency by telephone
promptly confirmed in writing. Such notice shall also state whether the principal of the Bonds
shall have been declared to be or have immediately become due and payable. With respect to
any Event of Default described in clauses (a) or (¢) above the Trustee shall, and with respect to
any Event of Default described in clause (b) above the Trustee in its sole discretion may, also
give such notice to the Owners by mail, which shall include the statement that interest on the
Bonds shall cease to accrue from and after the date, if any, on which the Trustee shall have
declared the Bonds to become due and payable pursuant to the preceding paragraph (but only to
the extent that principal and any accrued, but unpaid, interest on the Bonds is actually paid on
such date).

This provision, however, is subject under the Indenture to the condition that if, at any
time after the principal of the Bonds shall have been so declared due and payable, and before any
judgment or decree for the payment of the moneys due shall have been obtained or entered, the
Successor Agency shall deposit with the Trustee a sum sufficient to pay all principal on the
Bonds matured prior to such declaration and all matured installments of interest (if any) upon all
the Bonds, with interest on such overdue installments of principal and interest (to the extent
permitted by law), and the reasonable fees and expenses of the Trustee, (including the allocated
costs and disbursements of its in-house counsel to the extent such services are not redundant with
those provided by outside counsel) and any and all other defaults known to the Trustee (other
than in the payment of principal of and interest on the Bonds due and payable solely by reason of
such declaration) shall have been made good or cured to the satisfaction of the Trustee or
provision deemed by the Trustee to be adequate shall have been made therefor, then, and in
every such case, the Trustee shall promptly give written notice of the foregoing to the Owners of
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all Bonds then Outstanding, and the Owners of at least a majority in aggregate principal amount
of the Bonds then Outstanding, by written notice to the Successor Agency and to the Trustee,
may, on behalf of the Owners of all of the Bonds, rescind and annul such declaration and its
consequences. However, no such rescission and annulment shall extend to or shall affect any
subsequent default or shall impair or exhaust any right or power consequent thereon.

Application of Funds Upon Acceleration. All of the Tax Revenues and all sums in the
funds and accounts established and held by the Trustee under the Indenture upon the date of the
declaration of acceleration as provided in the Indenture, and all sums thereafter received by the
Trustee thereunder, shall be applied by the Trustee in the following order upon presentation of
the several Bonds, and the stamping thereon of the payment if only partially paid, or upon the
surrender thereof if fully paid:

First, to the payment of the fees, costs and expenses of the Trustee in declaring
such Event of Default and in exercising the rights and remedies set forth in the Indenture,
including reasonable compensation to its agents, attorneys (including the allocated costs
and disbursements of its in-house counsel to the extent such services are not redundant
with those provided by outside counsel) and counsel and any outstanding fees, expenses
of the Trustee;

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

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

Limitation on Owner's Right to Sue. No Owner of any Bond issued under the Indenture
shall have the right to institute any suit, action or proceeding at law or in equity, for any remedy
under or upon the Indenture, unless (a) such Owner shall have previously given to the Trustee
written notice of the occurrence of an Event of Default; (b) the Owners of a majority in
aggregate principal amount of all the Bonds then Outstanding shall have made written request
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upon the Trustee to exercise the powers granted under the Indenture or to institute such action,
suit or proceeding in its own name; (c) said Owners shall have tendered to the Trustee indemnity
reasonably acceptable to the Trustee against the costs, expenses and liabilities to be incurred in
compliance with such request; and (d) the Trustee shall have refused or omitted to comply with
such request for a period of 60 days after such written request shall have been received by, and
said tender of indemnity shall have been made to, the Trustee.

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

The right of any Owner of any Bond to receive payment of the principal of and interest
on such Bond as provided in the Indenture, shall not be impaired or affected without the written
consent of such Owner, notwithstanding any provisions of the Indenture.

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

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

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

Actions by Trustee as Attorney-in-Fact. Any suit, action or proceeding which any Owner
shall have the right to bring to enforce any right or remedy under the Indenture may be brought
by the Trustee for the equal benefit and protection of all Owners similarly situated and the
Trustee is appointed under the Indenture (and the successive respective Owners by taking and
holding the Bonds shall be conclusively deemed so to have appointed it) the true and lawful
attorney-in-fact of the respective Owners for the purpose of bringing any such suit, action or
proceeding and to do and perform any and all acts and things for and on behalf of the respective
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Owners as a class or classes, as may be necessary or advisable in the opinion of the Trustee as
such attorney-in-fact, provided, however, the Trustee shall have no duty or obligation to exercise
any such right or remedy unless it has been indemnified to its satisfaction from any loss, liability
or expense (including fees and expenses of its outside counsel and the allocated costs and
disbursements of its in-house counsel to the extent such services are not redundant with those
provided by outside counsel).

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

DEFEASANCE OF BONDS

If the Successor Agency shall pay and discharge the entire indebtedness on all Bonds or
any portion thereof in any one or more of the following ways:

(1) by well and truly paying or causing to be paid the principal of and interest
and redemption premium (if any) on all or the applicable portion of Outstanding Bonds,
as and when the same become due and payable; or

(i1) by irrevocably depositing with the Trustee in trust or an escrow agent in
an irrevocable escrow, at or before maturity, money which, together with the available
amounts then on deposit in the funds and accounts established pursuant to the Indenture,
is fully sufficient to pay all or the applicable portion of Outstanding Bonds, including all
principal, redemption premium (if any) and interest, or;

(ii1)) by irrevocably depositing with the Trustee in trust or an escrow agent in
an irrevocable escrow, Defeasance Obligations in such amount as an Independent
Accountant shall determine will, together with the interest to accrue thereon and available
moneys then on deposit in the funds and accounts established pursuant to the Indenture,
be fully sufficient to pay and discharge the indebtedness on all Bonds or the applicable
portion thereof (including all principal, redemption premium (if any) and interest) at or
before maturity; or

(iv) by purchasing such Bonds prior to maturity and tendering such Bonds to
the Trustee for cancellation;

then, at the election of the Successor Agency, and notwithstanding that any Bonds shall not have
been surrendered for payment, the pledge of the Tax Revenues and other funds provided for in
the Indenture and all other obligations of the Trustee and the Successor Agency under the
Indenture shall cease and terminate with respect to all Outstanding Bonds or, if applicable, with
respect to that portion of the Bonds which has been paid and discharged, except only (a) the
covenants of the Successor Agency under the Indenture with respect to the Code, (b) the
obligation of the Trustee to transfer and exchange Bonds under the Indenture, (c) the obligations
of the Successor Agency under the Indenture, and (d) the obligation of the Successor Agency to
pay or cause to be paid to the Owners, from the amounts so deposited with the Trustee, all sums
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due thereon and to pay the Trustee all fees, expenses and costs of the Trustee. In the event the
Successor Agency shall, pursuant to the Indenture, pay and discharge any portion or all of the
Bonds then Outstanding, the Trustee shall be authorized to take such actions and execute and
deliver to the Successor Agency all such instruments as may be necessary or desirable to
evidence such discharge, including, without limitation, selection by lot of Bonds of any maturity
of the Bonds that the Successor Agency has determined to pay and discharge in part.

In the case of a defeasance or payment of all of the Bonds Outstanding, any funds
thereafter held by the Trustee which are not required for said purpose or for payment of amounts
due the Trustee pursuant to the Indenture shall be paid over to the Successor Agency for deposit
in the Redevelopment Retirement Obligation Fund.

In connection with the defeasance of Bonds under the Indenture, the Successor Agency
shall enter into an escrow agreement with the Trustee or other fiduciary which shall provide that:

(a) Any substitution of securities shall require the delivery of Verification
Report and an opinion of Bond Counsel that such substitution will not
adversely affect the exclusion from gross income of the interest on the
Bonds for federal income tax purposes.

(b) If applicable, the Successor Agency will not exercise any prior optional
redemption of Bonds secured by the escrow agreement or any other
redemption other than mandatory sinking fund redemptions unless (i) the
right to make any such redemption has been expressly reserved in the
escrow agreement and such reservation has been disclosed in detail in the
official statement for the refunding bonds (if any), and (ii) as a condition to
any such redemption the Successor Agency has delivered to the Trustee a
Verification Report as to the sufficiency of escrow receipts without
reinvestment to meet the escrow requirements remaining following any such
redemption.
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APPENDIX E
FORM OF OPINION OF BOND COUNSEL FOR THE 2015 BONDS
Upon delivery of the 2015 Bonds, Jones Hall, A Professional Law Corporation, San Francisco,

California, Bond Counsel, proposes to render its final approving opinion with respect to the 2015 Bonds
in substantially the following form:

[Closing Date]

Successor Agency to the Redevel opment Agency of
the City of San Mateo
San Mateo, California

OPINION: $ Successor Agency to the Redevel opment Agency of the City of San
Mateo 2015 Tax Allocation Refunding Bonds, Series A; and
$ Successor Agency to the Redevel opment Agency of the City of San

Mateo 2015 Tax Allocation Refunding Bonds, Taxable Series B

Members of the Successor Agency:

We have acted as bond counsel in connection with the issuance by the Successor Agency to the
Redevelopment Agency of the City of San Mateo (the “Successor Agency”), of $ Successor
Agency to the Redevelopment Agency of the City of San Mateo 2015 Tax Allocation Refunding Bonds,
Series A (the “Series A Bonds’) and of $ Successor Agency to the Redevelopment Agency of
the City of San Mateo 2015 Tax Allocation Refunding Bonds, Taxable Series B (the “Series B Bonds”
and, together with the Series A Bonds, the “Bonds’), pursuant to the Community Redevelopment Law,
constituting Part 1 (commencing with Section 33000) of Division 24 of the Health and Safety Code of the
State of California (the “Law”), Part 1.85 (commencing with Section 34170) of Division 24 of the
California Health and Safety Code (the “Dissolution Act”), and Article 11 (commencing with Section
53580) of Chapter 3 of Part 1 of Division 2 of Title 5 of the Government Code of the State of Cdifornia
(the “Refunding Law”). The Series A Bonds are being issued pursuant to an Indenture of Trust, dated as
of August 1, 2015 (the “Master Indenture”), by and between the Successor Agency and The Bank of New
York Mellon Trust Company, N.A., as trustee (the “Trustee’). The Series B Bonds are being issued
pursuant to the Master Indenture as supplemented by a First Supplement to Indenture of Trust, dated as of
August 1, 2015, by and between the Successor Agency and the Trustee (the “First Supplement”; together
with the Master Indenture, the “Indenture”). We have examined the law and such certified proceedings
and other papers as we deem necessary to render this opinion.

As to questions of fact material to our opinion, we have relied upon representations of the
Successor Agency contained in the Indenture, and in certified proceedings and other certifications of
public officials furnished to us, without undertaking to verify such facts by independent investigation.

Based upon the foregoing, we are of the opinion, under existing law, as follows:
1 The Successor Agency is duly created and validly existing as a public entity, with the

power to enter into the Indenture, perform the agreements on its part contained therein, and issue the
Bonds.



2. The Indenture has been duly approved by the Successor Agency, and constitutes a valid
and binding obligation of the Successor Agency, enforceable against the Successor Agency in accordance
with itsterms.

3. Pursuant to the Law, the Dissolution Act and the Refunding Law, the Indenture creates a
valid lien on the funds pledged by the Indenture for the security of the Bonds, subject to no prior lien
granted under the Law, the Dissolution Act and the Refunding Law, except to the extent described in the
Indenture.

4, The Bonds have been duly authorized, executed and delivered by the Successor Agency,
and are valid and binding special obligations of the Successor Agency, payable solely from the sources
provided therefor in the Indenture.

5. The interest on the Series A Bonds is excluded from gross income for federal income tax
purposes and is not an item of tax preference for purposes of the federal alternative minimum tax imposed
on individuals and corporations; although for the purpose of computing the aternative minimum tax
imposed on corporations (as defined for federal income tax purposes), such interest is taken into account
in determining certain income and earnings. The opinions set forth in the preceding sentence are subject
to the condition that the Successor Agency comply with all requirements of the Internal Revenue Code of
1986 that must be satisfied subsequent to the issuance of the Series A Bonds in order that interest thereon
be, or continue to be, excluded from gross income for federal income tax purposes. The Successor
Agency has covenanted to comply with each such requirement. Failure to comply with certain of such
requirements may cause the inclusion of interest on the Series A Bonds in gross income for federal
income tax purposes to be retroactive to the date of issuance of the Series A Bonds. We express no
opinion regarding other federal tax consequences arising with respect to the ownership, sale or disposition
of the Series A Bonds, or the amount, accrua or receipt of interest on the Series A Bonds.

6. The interest on the Series B Bonds is not intended to be excluded from gross income for
federal income tax purposes. We express no opinion regarding other federal tax consegquences arising
with respect to the ownership, sale or disposition of the Series B Bonds, or the amount, accrual or receipt
of interest on the Series B Bonds.

7. The interest on the Bonds is exempt from persona income taxation imposed by the State
of Cdlifornia

Therights of the owners of the Bonds, and the enforceability of the Bonds and the Indenture, may
be subject to bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting
creditors' rights heretofore or hereafter enacted, and may also be subject to the exercise of judicia
discretion in appropriate cases. This opinion is given as of the date hereof, and we assume no obligation
to revise or supplement this opinion to reflect any facts or circumstances that may hereafter come to our
attention, or any changesin law that may hereafter occur. Our engagement with respect to this matter has
terminated as of the date hereof.

Respectfully submitted,

A Professiona Law Corporation



APPENDIX F
FORM OF CONTINUING DISCLOSURE CERTIFICATE

This CONTINUING DISCLOSURE CERTIFICATE (the “Disclosure Certificate”) is executed
and delivered by the SUCCESSOR AGENCY TO THE REDEVELOPMENT AGENCY OF THE CITY
OF SAN MATEO (the “Successor Agency”) in connection with the issuance of $ principal
amount of Successor Agency to the Redevelopment Agency of the City of San Mateo Tax Allocation
Refunding Bonds, 2015 Series A (Tax-Exempt) (the “2015A Bonds”) and $ principal amount of
Successor Agency to the Redevelopment Agency of the City of San Mateo Tax Allocation Refunding
Bonds, 2015 Series B (Federally Taxable) (the “2015B Bonds” and, together with the 2015A Bonds, the
“2015 Bonds”). The 2015 Bonds are being issued under the provisions of the Community
Redevelopment Law of the State of California, constituting Part 1 of Division 24 of the Health and Safety
Code of the State (as amended, the “Redevelopment Law”) and Article 11 (commencing with Section
53580) of Chapter 3 of Part 1 of Division 2 of Title 5 of the Government Code (the “Refunding Law”),
the Indenture of Trust, dated as of August 1, 2015, as supplemented by a First Supplement to Indenture of
Trust, dated as of August 1, 2015 (as supplemented, the “Indenture”) each by and between the Successor
Agency and The Bank of New York Mellon Trust Company, N.A., as trustee (the “Trustee”), and a
resolution adopted by the City Council as governing board of the Successor Agency. Pursuant to Sections
5.16 and 10.10 of the Indenture, the Successor Agency covenants and agrees as follows:

Section 1. Definitions. In addition to the definitions set forth in the Indenture, which apply
to any capitalized term used in this Disclosure Certificate, unless otherwise defined in this Section 1, the
following capitalized terms shall have the following meanings when used in this Disclosure Certificate:

“Annual Report” means any Annual Report provided by the Successor Agency pursuant to, and
as described in, Sections 3 and 4 of this Disclosure Certificate.

“Beneficial Owner” means any person who (a) has the power, directly or indirectly, to vote or
consent with respect to, or to dispose of ownership of, any 2015 Bonds (including persons holding 2015
Bonds through nominees, depositories or other intermediaries), or (b) is treated as the owner of any 2015
Bonds for federal income tax purposes.

“Dissemination Agent” means The Bank of New York Mellon Trust Company, N.A., or any
successor Dissemination Agent designated in writing by the Successor Agency and which has filed with
the Successor Agency a written acceptance of such designation. In the absence of such a designation, the
Successor Agency shall act as the Dissemination Agent.

“EMMA” or “Electronic Municipal Market Access” means the centralized on-line repository for
documents to be filed with the MSRB, such as official statements and disclosure information relating to
municipal bonds, notes and other securities as issued by state and local governments.

“Listed Events” means any of the events listed in Section 5(a) or 5(b) of this Disclosure
Certificate.

“MSRB” means the Municipal Securities Rulemaking Board, which has been designated by the
Securities and Exchange Commission as the sole repository of disclosure information for purposes of the
Rule, or any other repository of disclosure information which may be designated by the Securities and
Exchange Commission as such for purposes of the Rule in the future.
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“Participating Underwriter” means any original underwriter of the 2015 Bonds required to
comply with the Rule in connection with offering of the 2015 Bonds.

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

Section 2. Purpose of the Disclosure Certificate. This Disclosure Certificate is being
executed and delivered by the Successor Agency for the benefit of the owners and Beneficial Owners of
the 2015 Bonds and in order to assist the Participating Underwriter in complying with Securities and
Exchange Commission Rule 15¢2-12(b)(5).

Section 3. Provision of Annual Reports.

(a) Delivery of Annual Report. The Successor Agency shall, or shall cause the
Dissemination Agent to, not later than 270 days after the end of the Successor Agency’s Fiscal Year
(which currently ends on June 30), commencing with the report for the 2014-15 Fiscal Year, which is due
not later than March 31, 2016, file with EMMA, in a readable PDF or other electronic format as
prescribed by the MSRB, an Annual Report that is consistent with the requirements of Section 4 of this
Disclosure Certificate. The Annual Report may be submitted as a single document or as separate
documents comprising a package and may cross-reference other information as provided in Section 4 of
this Disclosure Certificate; provided that the audited financial statements of the Successor Agency may be
submitted separately from the balance of the Annual Report and later than the date required above for the
filing of the Annual Report if they are not available by that date.

(b) Change of Fiscal Year. If the Successor Agency’s fiscal year changes, it shall give notice
of such change in the same manner as for a Listed Event under Section 5(c), and subsequent Annual
Report filings shall be made no later than nine months after the end of such new fiscal year end.

(©) Delivery of Annual Report to Dissemination Agent. Not later than fifteen (15) Business
Days prior to the date specified in subsection (a) (or, if applicable, subsection (b)) of this Section 3 for
providing the Annual Report to EMMA, the Successor Agency shall provide the Annual Report to the
Dissemination Agent (if other than the Successor Agency). If by such date, the Dissemination Agent has
not received a copy of the Annual Report, the Dissemination Agent shall notify the Successor Agency.

(d) Report of Non-Compliance. 1If the Successor Agency is the Dissemination Agent and is
unable to file an Annual Report by the date required in subsection (a) (or, if applicable, subsection (b)) of
this Section 3, the Successor Agency shall send a notice to EMMA substantially in the form attached
hereto as Exhibit A. If the Successor Agency is not the Dissemination Agent and is unable to provide an
Annual Report to the Dissemination Agent by the date required in subsection (c¢) of this Section 3, the
Dissemination Agent shall send a notice to EMMA in substantially the form attached hereto as Exhibit A.

(e) Annual Compliance Certification. The Dissemination Agent shall, if the Dissemination
Agent is other than the Successor Agency, file a report with the Successor Agency certifying that the
Annual Report has been filed with EMMA pursuant to Section 3 of this Disclosure Certificate, stating the
date it was so provided and filed.

Section 4. Content of Annual Reports. The Annual Report shall contain or incorporate by
reference the following:

(a) Financial Statements. Audited financial statements of the Successor Agency for the
preceding fiscal year, prepared in accordance generally accepted accounting principles. If the Successor
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Agency’s audited financial statements are not available by the time the Annual Report is required to be
filed pursuant to Section 3(a), the Annual Report shall contain unaudited financial statements in a format
similar to the financial statements contained in the final Official Statement, and the audited financial
statements shall be filed in the same manner as the Annual Report when they become available.

(b) Other Annual Information. To the extent not included in the audited final statements of
the Successor Agency, the Annual Report shall also include financial and operating data with respect to
the Successor Agency for preceding fiscal year, substantially similar to that provided in the corresponding
tables and charts in the official statement for the 2015 Bonds, as follows:

6)] Principal amount of each series of Bonds and any Parity Debt outstanding;

(i1) Taxable assessed values for the most recent fiscal year in substantially the format
of Table 1 of the Official Statement;

(i)  Anupdate of the ten largest assessees in substantially the format of Table 4 of the
Official Statement for the most recent fiscal year;

(iv) An update of Debt Service Coverage for the Bond Year ending on the
immediately preceding August 1 in substantially the format of Table 8 of the
Official Statement;

v) If the Successor Agency is not in a County Teeter Plan, tax levy, percentage of
current year levy collected, percentage of current levy delinquent, total
collections and total collections as a percentage of the most recent year’s tax

levy;
(vi) Information related to Project Areas assessed valuation appeals.

(vii)  If applicable, evidence that the Successor Agency has performed the calculations
necessary to determine whether the Successor Agency is in compliance with the
requirements of Section 5.09 of the Indenture.

(viii)  In addition to any of the information expressly required to be provided under
subsections (a) and (b) of this Section, the Successor Agency shall provide such
further information, if any, as may be necessary to make the specifically required
statements, in light of the circumstances under which they are made, not
misleading.

(c) Cross References. Any or all of the items listed above may be included by specific
reference to other documents, including official statements of debt issues of the Successor Agency or
related public entities, which are available to the public on EMMA. The Successor Agency shall clearly
identify each such other document so included by reference.

If the document included by reference is a final official statement, it must be available from
EMMA.

(d) Further Information. In addition to any of the information expressly required to be
provided under paragraph (b) of this Section 4, the Successor Agency shall provide such further
information, if any, as may be necessary to make the specifically required statements, in the light of the
circumstances under which they are made, not misleading.
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Section 5.

Reporting of Listed Events.

(a) Reportable Events. The Successor Agency shall, or shall cause the Dissemination Agent
(if not the Successor Agency) to, give notice of the occurrence of any of the following events with respect

to the 2015 Bonds:

(1) Principal and interest payment delinquencies.

2) Unscheduled draws on debt service reserves reflecting financial difficulties.

3) Unscheduled draws on credit enhancements reflecting financial difficulties.

4) Substitution of credit or liquidity providers, or their failure to perform.

®)] Defeasances.

(6) Rating changes.

7 Tender offers.

(®) Bankruptcy, insolvency, receivership or similar event of the obligated person.

) Adverse tax opinions, the issuance by the Internal Revenue Service of proposed
or final determinations of taxability, Notices of Proposed Issue (IRS Form 5701-
TEB) or other material notices or determinations with respect to the tax status of
the security, or other material events affecting the tax status of the security.

(b) Material Reportable Events. The Successor Agency shall give, or cause to be given,

notice of the occurrence of any of the following events with respect to the 2015 Bonds, if material:

(D Non-payment related defaults.

2) Modifications to rights of security holders.

3) Bond calls.

4) The release, substitution, or sale of property securing repayment of the securities.

%) The consummation of a merger, consolidation, or acquisition involving an
obligated person or the sale of all or substantially all of the assets of the obligated
person, other than in the ordinary course of business, the entry into a definitive
agreement to undertake such an action or the termination of a definitive
agreement relating to any such actions, other than pursuant to its terms.

(6) Appointment of a successor or additional trustee, or the change of name of a
trustee.

(©) Time to Disclose. The Successor Agency shall, or shall cause the Dissemination Agent

(if not the Successor Agency) to, file a notice of such occurrence with EMMA, in an electronic format as
prescribed by the MSRB, in a timely manner not in excess of 10 business days after the occurrence of any
Listed Event. Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(5) and
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(b)(3) above need not be given under this subsection any earlier than the notice (if any) of the underlying
event is given to owners of affected 2015 Bonds under the Indenture.

Section 6. Identifying Information for Filings with EMMA. All documents provided to
EMMA under this Disclosure Certificate shall be accompanied by identifying information as prescribed
by the MSRB.

Section 7. Termination of Reporting Obligation. The Successor Agency’s obligations under
this Disclosure Certificate shall terminate upon the defeasance, prior redemption or payment in full of all
of the 2015 Bonds. If such termination occurs prior to the final maturity of the 2015 Bonds, the
Successor Agency shall give notice of such termination in the same manner as for a Listed Event under
Section 5(¢).

Section 8. Dissemination Agent.

(a) Appointment of Dissemination Agent. The Successor Agency may, from time to time,
appoint or engage a Dissemination Agent to assist it in carrying out its obligations under this Disclosure
Certificate and may discharge any such agent, with or without appointing a successor Dissemination
Agent. If the Dissemination Agent is not the Successor Agency, the Dissemination Agent shall not be
responsible in any manner for the content of any notice or report prepared by the Successor Agency
pursuant to this Disclosure Certificate. It is understood and agreed that any information that the
Dissemination Agent may be instructed to file with EMMA shall be prepared and provided to it by the
Successor Agency. The Dissemination Agent has undertaken no responsibility with respect to the content
of any reports, notices or disclosures provided to it under this Disclosure Certificate and has no liability to
any person, including any owner, with respect to any such reports, notices or disclosures. The fact that
the Dissemination Agent or any affiliate thereof may have any fiduciary or banking relationship with the
Successor Agency shall not be construed to mean that the Dissemination Agent has actual knowledge of
any event or condition, except as may be provided by written notice from the Successor Agency.

(b) Compensation of Dissemination Agent. The Dissemination Agent shall be paid
compensation by the Successor Agency for its services provided hereunder in accordance with its
schedule of fees as agreed to between the Dissemination Agent and the Successor Agency from time to
time and all expenses, legal fees and expenses and advances made or incurred by the Dissemination
Agent in the performance of its duties hereunder. The Dissemination Agent shall not be deemed to be
acting in any fiduciary capacity for the Successor Agency, owners or Beneficial Owners, or any other
party. The Dissemination Agent may rely, and shall be protected in acting or refraining from acting, upon
any direction from the Successor Agency or an opinion of nationally recognized bond counsel. The
Dissemination Agent may at any time resign by giving written notice of such resignation to the Successor
Agency. The Dissemination Agent shall not be liable hereunder except for its negligence or willful
misconduct.

(©) Responsibilities of Dissemination Agent. In addition of the filing obligations of the
Dissemination Agent set forth in Sections 3(e) and 5, the Dissemination Agent agrees, to provide a
request to the Successor Agency to compile the information required for its Annual Report at least 30
days prior to the date such information is to be provided to the Dissemination Agent pursuant to
subsection (c) of Section 3. The failure to provide or receive any such request shall not affect the
obligations of the Successor Agency under Section 3.

Section 9. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the Successor Agency may amend this Disclosure Certificate (and the Dissemination Agent
shall agree to any amendment so requested by the Successor Agency that does not impose any greater
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duties or risk of liability on the Dissemination Agent), and any provision of this Disclosure Certificate
may be waived, provided that all of the following conditions are satisfied:

(a) Change in Circumstances. If the amendment or waiver relates to the provisions of
Sections 3(a), 4 or 5(a) or (b), it may only be made in connection with a change in circumstances that
arises from a change in legal requirements, change in law, or change in the identity, nature, or status of an
obligated person with respect to the 2015 Bonds, or the type of business conducted.

(b) Compliance as of Issue Date. The undertaking, as amended or taking into account such
waiver, would, in the opinion of a nationally recognized bond counsel, have complied with the
requirements of the Rule at the time of the original issuance of the 2015 Bonds, after taking into account
any amendments or interpretations of the Rule, as well as any change in circumstances.

(c) Consent of Holders; Non-impairment Opinion. The amendment or waiver either (i) is
approved by the owners in the same manner as provided in the Indenture for amendments to the Indenture
with the consent of owners, or (ii) does not, in the opinion of nationally recognized bond counsel,
materially impair the interests of the owners or Beneficial Owners.

If this Disclosure Certificate is amended or any provision of this Disclosure Certificate is waived,
the Successor Agency shall describe such amendment or waiver in the next following Annual Report and
shall include, as applicable, a narrative explanation of the reason for the amendment or waiver and its
impact on the type (or in the case of a change of accounting principles, on the presentation) of financial
information or operating data being presented by the Successor Agency. In addition, if the amendment
relates to the accounting principles to be followed in preparing financial statements, (i) notice of such
change shall be given in the same manner as for a Listed Event under Section 5(c), and (ii) the Annual
Report for the year in which the change is made should present a comparison (in narrative form and also,
if feasible, in quantitative form) between the financial statements as prepared on the basis of the new
accounting principles and those prepared on the basis of the former accounting principles.

Section 10. Additional Information. Nothing in this Disclosure Certificate shall be deemed
to prevent the Successor Agency from disseminating any other information, using the means of
dissemination set forth in this Disclosure Certificate or any other means of communication, or including
any other information in any Annual Report or notice of occurrence of a Listed Event, in addition to that
which is required by this Disclosure Certificate. If the Successor Agency chooses to include any
information in any Annual Report or notice of occurrence of a Listed Event in addition to that which is
specifically required by this Disclosure Certificate, the Successor Agency shall have no obligation under
this Disclosure Certificate to update such information or include it in any future Annual Report or notice
of occurrence of a Listed Event.

Section 11. Default. In the event of a failure of the Successor Agency to comply with any
provision of this Disclosure Certificate, any owner or Beneficial Owner may take such actions as may be
necessary and appropriate, including seeking mandate or specific performance by court order, to cause the
Successor Agency to comply with its obligations under this Disclosure Certificate. The sole remedy
under this Disclosure Certificate in the event of any failure of the Successor Agency to comply with this
Disclosure Certificate shall be an action to compel performance.

Section 12. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and no
implied covenants or obligations shall be read into this Disclosure Certificate against the Dissemination
Agent, and the Successor Agency agrees to indemnify and save the Dissemination Agent, its officers,
directors, employees and agents, harmless against any loss, expense and liabilities which it may incur
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arising Out of or in the exercise or performance of its powers and duties hereunder, including the costs
and expenses (including attorneys fees and expenses) of defending against any claim of liability, but
excluding liabilities due to the Dissemination Agent’s negligence or willful misconduct. The
Dissemination Agent shall have the same rights, privileges and immunities hereunder as are afforded to
the Trustee under the Indenture. The obligations of the Successor Agency under this Section 12 shall
survive resignation or removal of the Dissemination Agent and payment of the 2015 Bonds.

Section 13. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the
Successor Agency, the Dissemination Agent, the Participating Underwriter and the owners and Beneficial
Owners from time to time of the 2015 Bonds, and shall create no rights in any other person or entity.

Date: August , 2015
SUCCESSOR AGENCY TO THE

REDEVELOPMENT AGENCY OF THE CITY
OF SAN MATEO

By

Interim Finance Director-Treasurer

ACKNOWLEDGED:
THE BANK OF NEW YORK MELLON TRUST

COMPANY, N.A,, as
Dissemination Agent

By

Authorized Officer
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EXHIBIT A
NOTICE TO MSRB OF FAILURE TO FILE ANNUAL REPORT
Name of Obligor: Successor Agency to the Redevelopment Agency of the City of San Mateo

Name of Issue: $ principal amount of Successor Agency to the Redevelopment Agency
of the City of San Mateo Tax Allocation Refunding Bonds, 2015 Series A (Tax-
Exempt) and
$ principal amount of Successor Agency to the Redevelopment Agency
of the City of San Mateo Tax Allocation Refunding Bonds, 2015 Series B
(Federally Taxable)

Date of Issuance: August _, 2015

NOTICE IS HEREBY GIVEN that the Obligor has not provided an Annual Report with respect
to the above-named Issue as required by the Continuing Disclosure Certificate, dated August _, 2015,
furnished by the Obligor in connection with the Issue. The Obligor anticipates that the Annual Report
will be filed by

Date:

THE BANK OF NEW YORK MELLON TRUST
COMPANY, N.A., Dissemination Agent on behalf
of Successor Agency to the Redevelopment
Agency of the City of San Mateo

By

Authorized Officer
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APPENDIX G
DTC AND BOOK-ENTRY ONLY SYSTEM

The information in this Appendix G concerning the procedures and recordkeeping with respect to
beneficial ownership interests in the 2015 Bonds, payment of principal of and interest on the 2015 Bonds
to Participants or Beneficial Owners, confirmation and transfer of beneficial ownership interests in the
2015 Bonds, and other 2015 Bonds-related transactions by and between DTC, Participants and
Beneficial Owners, is based on information furnished by DTC which the Successor Agency believes to be
reliable, but the Successor Agency does not take responsibility for the completeness or accuracy thereof.

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the
2015 Bonds. The 2015 Bonds will be issued as fully-registered securities registered in the name of Cede
& Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized
representative of DTC. One fully-registered bond certificate for each maturity of the 2015 Bonds will be
issued for the 2015 Bonds in the aggregate principal amount of such maturity, and will be deposited with
DTC.

DTC, the world’s largest securities depository, is a limited-purpose trust company organized
under the New York Banking Law, a “banking organization” within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the meaning of
the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions
of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over
3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money
market instruments (from over 100 countries) that DTC’s participants (“Direct Participants”) deposit with
DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and other
securities transactions in deposited securities, through electronic computerized book-entry transfers and
pledges between Direct Participants’ accounts. This eliminates the need for physical movement of
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company for
DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which are
registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the DTC
system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks,
trust companies, and clearing corporations that clear through or maintain a custodial relationship with a
Direct Participant, either directly or indirectly (“Indirect Participants™). DTC has a Standard & Poor’s
rating of AA+. The DTC Rules applicable to its Participants are on file with the Securities and Exchange
Commission. More information about DTC can be found at www.dtcc.com. The information on such
website is not incorporated herein by such reference or otherwise.

Purchases of 2015 Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the 2015 Bonds on DTC’s records. The ownership interest of each actual
purchaser of each 2015 Bond (“Beneficial Owner”™) is in turn to be recorded on the Direct and Indirect
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their
purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
2015 Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants
acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their
ownership interests in 2015 Bonds, except in the event that use of the book-entry system for the 2015
Bonds is discontinued.
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To facilitate subsequent transfers, all 2015 Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be
requested by an authorized representative of DTC. The deposit of 2015 Bonds with DTC and their
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial
ownership. DTC has no knowledge of the actual Beneficial Owners of the 2015 Bonds; DTC’s records
reflect only the identity of the Direct Participants to whose accounts such 2015 Bonds are credited, which
may or may not be the Beneficial Owners. The Direct and Indirect Participants will remain responsible
for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of 2015 Bonds may wish to take
certain steps to augment the transmission to them of notices of significant events with respect to the 2015
Bonds, such as redemptions, tenders, defaults, and proposed amendments to the Indenture. For example,
Beneficial Owners of 2015 Bonds may wish to ascertain that the nominee holding the 2015 Bonds for
their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial
Owners may wish to provide their names and addresses to the registrar and request that copies of notices
be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the 2015 Bonds within an issue are
being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct
Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
2015 Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under
its usual procedures, DTC mails an Omnibus Proxy to the Successor Agency as soon as possible after the
record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct
Participants to whose accounts 2015 Bonds are credited on the record date (identified in a listing attached
to the Omnibus Proxy).

Redemption proceeds, distributions, and dividend payments on the 2015 Bonds will be made to
Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s
practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail
information from the Successor Agency or the Trustee, on payable date in accordance with their
respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be
governed by standing instructions and customary practices, as is the case with securities held for the
accounts of customers in bearer form or registered in “street name” and will be the responsibility of such
Participant and not of DTC, the Trustee, or the Successor Agency, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of redemption proceeds, distributions, and
dividend payments to Cede & Co. (or such other nominee as may be requested by an authorized
representative of DTC) is the responsibility of the Successor Agency or the Trustee, disbursement of such
payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments to
the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the 2015 Bonds at any
time by giving reasonable notice to the Successor Agency or the Trustee. Under such circumstances, in
the event that a successor depository is not obtained, 2015 Bond certificates are required to be printed and
delivered.
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