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Bank of New York Mellon Trust Company, N.A., as fiscal agent (the “Fiscal Agent”), and a resolution of the Commission of the Successor Agency (the “Commission”).  

The Bonds are payable solely from Special Tax Revenues (as defined herein) consisting of, as more fully described in this Official Statement, (i) the proceeds 
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See inside front cover
________________________

The Bonds are offered when, as and if issued, subject to the approval as to their legality by Jones Hall, A Professional Law Corporation, San Francisco, 
California, Bond Counsel, and certain other conditions.  Schiff Hardin LLP is acting as Disclosure Counsel to the Successor Agency.  Certain legal matters will be passed 
on for the Successor Agency by its General Counsel.  Certain legal matters will be passed upon for the Underwriters by their counsel, Stradling Yocca Carlson & Rauth, 
A Professional Corporation, Newport Beach, California, and for the Master Developer by its counsel Paul Hastings LLP, San Francisco, California, and Goodwin Procter 
LLP, Los Angeles, California.  It is anticipated that the Bonds will be delivered to the Underwriters through the facilities of DTC in New York, New York on or about 
July 30, 2014.

The date of this Official Statement is: July 17, 2014.



MATURITY SCHEDULE

$13,205,000 Serial Bonds; CUSIP† Prefix 79772A

Maturity Date
(August 1)

Principal
Amount

Interest
Rate Yield Price

CUSIP†

Suffix
2015 $85,000 3.000% 0.750% 102.243 BW6
2016 125,000 3.000 1.150 103.652 BX4
2017 170,000 4.000 1.550 107.161 BY2
2018 215,000 4.000 1.950 107.856 BZ9
2019 265,000 4.000 2.300 107.990 CA3
2020 315,000 4.000 2.680 107.274 CB1
2021 365,000 4.000 3.030 106.079 CC9
2022 425,000 4.000 3.330 104.672 CD7
2023 485,000 4.000 3.530 103.597 CE5
2024 545,000 5.000 3.640 111.317 CF2
2025 620,000 5.000 3.820 109.733C CG0
2026 695,000 5.000 3.930 108.779C CH8
2027 775,000 5.000 4.020 108.006C CJ4
2028 865,000 5.000 4.100 107.324C CK1
2029 955,000 5.000 4.180 106.647C CL9
2030 1,050,000 5.000 4.250 106.059C CM7
2031 1,155,000 4.250 4.470 97.399 CN5
2032 1,255,000 4.250 4.530 96.578 CP0
2033 1,360,000 5.000 4.440 104.483C CQ8
2034 1,480,000 5.000 4.490 104.073C CR6

$9,485,000 5.000% Term Bonds due August 1, 2039, Yield 4.680%, Price 102.532C, CUSIP† 79772A CS4

$13,755,000 5.000% Term Bonds due August 1, 2044, Yield 4.730%, Price 102.131C, CUSIP† 79772A CT2

† Copyright 2014, American Bankers Association. CUSIP® is a registered trademark of the American Bankers Association.
CUSIP data herein is provided by the CUSIP Service Bureau, managed on behalf of the American Bankers Association by
Standard & Poor’s. This data is not intended to create a database and does not serve in any way as a substitute for the CUSIP
Services Bureau. CUSIP numbers have been assigned by an independent company not affiliated with the Successor Agency
and are included solely for the convenience of the registered owners of the applicable Bonds. Neither the Successor Agency
nor the Underwriters are responsible for the selection or uses of these CUSIP numbers, and no representation is made as to
their correctness on the applicable Bonds or as included herein. The CUSIP number for a specific maturity is subject to
being changed after the issuance of the Bonds as a result of various subsequent actions including, but not limited to, a
refunding in whole or in part or as a result of the procurement of secondary market portfolio insurance or other similar
enhancement by investors that is applicable to all or a portion of the Bonds.

C Priced to the optional redemption date of August 1, 2024 at par.
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No dealer, broker, salesperson or other person has been authorized by the Successor Agency or the
City and County of San Francisco (the “City”) to give any information or to make any representations in
connection with the offer or sale of the Bonds other than as contained in this Official Statement, and if given or
made, such other information or representations must not be relied upon as having been authorized by any of
the foregoing. This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy,
nor shall there be any sale of the Bonds by any person, in any jurisdiction where such offer, solicitation or sale
would be unlawful.

The information set forth herein has been obtained from sources that are believed to be reliable, but is
not guaranteed as to accuracy or completeness, and is not to be construed as a representation, by the Successor
Agency or the City. Neither the delivery of this Official Statement nor any sale made hereunder will, under
any circumstances, create any implication that there has been no change in the affairs of the Successor Agency
or the City since the date hereof. The information and expressions of opinion stated herein are subject to
change without notice.

Certain statements included or incorporated by reference in this Official Statement constitute
“forward-looking” statements within the meaning of the United States Private Securities Litigation Reform Act
of 1995, Section 21E of the United States Securities Exchange Act of 1934, as amended, and Section 27A of
the United States Securities Act of 1933, as amended. Such statements are generally identifiable by the words
“expects,” “forecasts,” “projects,” “intends,” “anticipates,” “estimates,” “assumes” and analogous expressions.
The achievement of certain results or other expectations contained in such forward-looking statements are
subject to a variety of risks and uncertainties that could cause actual results to differ materially from those that
have been projected. No assurance is given that actual results will meet the forecasts of the Successor Agency
in any way, regardless of the optimism communicated in the information, and such statements speak only as of
the date of this Official Statement. The Successor Agency disclaims any obligation or undertaking to release
publicly any updates or revisions to any forward-looking statement contained herein to reflect any changes in
the expectations of the Successor Agency with regard thereto or any change in events, conditions or
circumstances on which any such statement is based.

All summaries of the Fiscal Agent Agreement (as defined herein), and of statutes and other documents
referred to herein do not purport to be comprehensive or definitive and are qualified in their entireties by
reference to each such statute and document. This Official Statement, including any amendment or
supplement hereto, is intended to be deposited with one or more depositories. This Official Statement does not
constitute a contract between any Owner of a Bond and the Successor Agency or the City.

The Successor Agency and the City maintain a website. However, the information presented therein
is not a part of this Official Statement and must not be relied upon in making an investment decision with
respect to the Bonds.

The issuance and sale of the Bonds have not been registered under the Securities Act of 1933 or the
Securities Exchange Act of 1934, both as amended, in reliance upon exemptions provided thereunder by
Sections 3(a)(2) and 3(a)(12), respectively, for the issuance and sale of municipal securities.

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

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVERALLOT OR
AFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE
BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
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Debt Service Schedule

The following table presents the debt service schedule for the Bonds, assuming the Bonds are not
redeemed prior to maturity other than as a result of a mandatory sinking fund redemption:

Table 1
Debt Service Schedule

Bond Year
Ending

(August 1) Principal Interest Total†

2015 $85,000 $1,782,512.71 $1,867,512.71
2016 125,000 1,775,025.00 1,900,025.00
2017 170,000 1,771,275.00 1,941,275.00
2018 215,000 1,764,475.00 1,979,475.00
2019 265,000 1,755,875.00 2,020,875.00
2020 315,000 1,745,275.00 2,060,275.00
2021 365,000 1,732,675.00 2,097,675.00
2022 425,000 1,718,075.00 2,143,075.00
2023 485,000 1,701,075.00 2,186,075.00
2024 545,000 1,681,675.00 2,226,675.00
2025 620,000 1,654,425.00 2,274,425.00
2026 695,000 1,623,425.00 2,318,425.00
2027 775,000 1,588,675.00 2,363,675.00
2028 865,000 1,549,925.00 2,414,925.00
2029 955,000 1,506,675.00 2,461,675.00
2030 1,050,000 1,458,925.00 2,508,925.00
2031 1,155,000 1,406,425.00 2,561,425.00
2032 1,255,000 1,357,337.50 2,612,337.50
2033 1,360,000 1,304,000.00 2,664,000.00
2034 1,480,000 1,236,000.00 2,716,000.00
2035 1,610,000 1,162,000.00 2,772,000.00
2036 1,745,000 1,081,500.00 2,826,500.00
2037 1,890,000 994,250.00 2,884,250.00
2038 2,040,000 899,750.00 2,939,750.00
2039 2,200,000 797,750.00 2,997,750.00
2040 2,370,000 687,750.00 3,057,750.00
2041 2,550,000 569,250.00 3,119,250.00
2042 2,740,000 441,750.00 3,181,750.00
2043 2,940,000 304,750.00 3,244,750.00
2044 3,155,000 157,750.00 3,312,750.00

TOTAL $36,445,000 $39,210,250.21 $75,655,250.21
______________
† Gross debt service is shown above. Interest will be capitalized through November 1, 2014 ($449,331.46 of Bond proceeds

will be deposited into the Capitalized Interest Account established under the Fiscal Agent Agreement).
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THE BONDS

Description of the Bonds

The Bonds will be issued in the form of fully registered bonds without coupons and in principal
denominations of $5,000 or any integral multiple thereof.

The Bonds will be dated the date of their delivery to the original purchasers thereof. The Bonds
will bear or accrue interest at the rates per annum and will mature, subject to redemption provisions set
forth hereinafter, on the dates and in the principal amounts all as set forth on the inside cover page hereof.
The Bonds will be initially registered in the name of Cede & Co. as registered owner and nominee for The
Depository Trust Company (“DTC”), New York, New York, which is required to remit payments of
principal and interest to the DTC Participants for subsequent disbursement to the beneficial owners of the
Bonds. See APPENDIX E–“DTC AND THE BOOK-ENTRY ONLY SYSTEM.”

Interest on the Bonds will be payable on February 1 and August 1 of each year, commencing
February 1, 2015 (each an “Interest Payment Date”). Interest on the Bonds will be computed on the basis
of a 360-day year comprised of twelve 30-day months. Each Bond shall bear interest from the Interest
Payment Date next preceding the date of authentication thereof unless (i) it is authenticated on an Interest
Payment Date, in which event it shall bear interest from such date of authentication, or (ii) it is
authenticated prior to an Interest Payment Date and after the close of business on the Record Date
preceding such Interest Payment Date, in which event it shall bear interest from such Interest Payment
Date, or (iii) it is authenticated on or before the Record Date preceding the January 15, 2015, in which
event it shall bear interest from the Dated Date; provided, however, that if at the time of authentication of
a Bond, interest is in default thereon, such Bond shall bear interest from the Interest Payment Date to
which interest has previously been paid or made available for payment thereon. “Record Date” means the
fifteenth day of the calendar month next preceding the applicable Interest Payment Date, whether or not
such day is a Business Day.

Redemption Provisions

Optional Redemption. The Bonds maturing on or after August 1, 2025, are subject to optional
redemption prior to their stated maturities, on any Interest Payment Date commencing August 1, 2024, in
whole or in part, at a redemption price equal to the principal amount of the Bonds to be redeemed,
together with accrued interest thereon to the date fixed for redemption, without premium.

Mandatory Sinking Fund Redemption. The Bonds maturing on August 1, 2039 (the “2039
Term Bonds”) are subject to mandatory redemption in part by lot, from sinking fund payments made by
the Successor Agency from the Bond Fund, at a redemption price equal to the principal amount thereof to
be redeemed, without premium, in the aggregate respective principal amounts all as set forth in the
following table:

Sinking Fund
Redemption Date

(August 1)
Principal Amount

Subject to Redemption
2035 $1,610,000
2036 1,745,000
2037 1,890,000
2038 2,040,000
2039† 2,200,000

______________
† Maturity.
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The Bonds maturing on August 1, 2044 (the “2044 Term Bonds” and together with the 2039
Term Bonds, the “Term Bonds”) are subject to mandatory redemption in part by lot, from sinking fund
payments made by the Successor Agency from the Bond Fund, at a redemption price equal to the
principal amount thereof to be redeemed, without premium, in the aggregate respective principal amounts
all as set forth in the following table:

Sinking Fund
Redemption Date

(August 1)
Principal Amount

Subject to Redemption
2040 $2,370,000
2041 2,550,000
2042 2,740,000
2043 2,940,000
2044† 3,155,000

______________
† Maturity.

Provided, however, if some but not all of the Term Bonds of a given maturity have been
redeemed as described in “–Optional Redemption” above or as described in “–Redemption from Special
Tax Prepayments” below, the total amount of all future Sinking Fund Payments relating to such maturity
shall be reduced by the aggregate principal amount of Term Bonds of such maturity so redeemed, to be
allocated among such Sinking Fund Payments on a pro rata basis in integral multiples of $5,000 as
determined by the Successor Agency, notice of which determination (which shall consist of a revised
sinking fund schedule) shall be given by the Successor Agency to the Fiscal Agent.

Redemption from Special Tax Prepayments. The Bonds are subject to redemption from Special
Tax Prepayments and any corresponding transfers from the Reserve Fund pursuant to the Fiscal Agent
Agreement on the next Interest Payment Date for which notice of redemption can timely be given under
the Fiscal Agent Agreement, among maturities selected by the Successor Agency so as to maintain
substantially the same debt service profile for the Bonds (and any Outstanding Parity Bonds) as in effect
prior to such redemption and by lot within a maturity, at a redemption price (expressed as a percentage of
the principal amount of the Bonds to be redeemed), as set forth below, together with accrued interest to
the date fixed for redemption:

Redemption Date Redemption Price
February 1, 2015 through February 1, 2022 103%
August 1, 2022 and February 1, 2023 102
August 1, 2023 and February 1, 2024 101
August 1, 2024 and thereafter 100

Purchase In Lieu of Redemption. In lieu of a redemption of the Bonds, moneys in the Bond
Fund or other funds provided by the Successor Agency may be used and withdrawn by the Fiscal Agent
for the purchase of Outstanding Bonds, upon the filing with the Fiscal Agent of an Officer’s Certificate
requesting such purchase, at public or private sale as and when, and at such prices (including brokerage
and other charges) as such Officer’s Certificate may provide, but in no event may Bonds be purchased at
a price in excess of the principal amount thereof, plus interest accrued to the date of purchase and any
premium which would otherwise be due if such Bonds were to be redeemed in accordance with the Fiscal
Agent Agreement.
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Notice of Redemption. The Fiscal Agent shall give notice of any redemption by first class mail,
postage prepaid, at least 30 days but not more than 60 days prior to the date fixed for redemption, to the
Securities Depositories, to the Municipal Securities Rulemaking Board (the “MSRB”), and to the
respective registered Owners of any Bonds designated for redemption, at their addresses appearing on the
Bond registration books in the Principal Office of the Fiscal Agent; but such mailing shall not be a
condition precedent to such redemption and failure to mail or to receive any such notice, or any defect
therein, shall not affect the validity of the proceedings for the redemption of such Bonds.

Such notice shall state the redemption date and the redemption price and, if less than all of the
then Outstanding Bonds are to be called for redemption shall state as to any Bond called in part the
principal amount thereof to be redeemed, and shall require that such Bonds be then surrendered at the
Principal Office of the Fiscal Agent for redemption at the said redemption price, and shall state that
further interest on such Bonds will not accrue from and after the redemption date. The cost of mailing any
such redemption notice and any expenses incurred by the Fiscal Agent in connection therewith shall be
paid by the Successor Agency.

The Successor Agency has the right to rescind any notice of the redemption of Bonds under the
Fiscal Agent Agreement by written notice to the Fiscal Agent on or prior to the dated fixed for
redemption. Any notice of redemption shall 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 Bonds then called for
redemption, and such cancellation shall not constitute an event of default under this Agreement. The
Successor Agency and the Fiscal Agent have no liability to the Owners of the Bonds or any other party
related to or arising from such rescission of redemption. The Fiscal Agent shall mail notice of such
rescission of redemption in the same manner as the original notice of redemption was sent under the
Fiscal Agent Agreement.

So long as the book-entry system is in effect with respect to the Bonds, all notices of redemption
will be mailed to DTC (or its nominee), as the registered owner of the Bonds. See APPENDIX E–“DTC
AND THE BOOK-ENTRY ONLY SYSTEM.”

Effect of Redemption. From and after the date fixed for redemption, if funds available for the
payment of the principal of, and interest and any premium on, the Bonds so called for redemption shall
have been deposited in the Bond Fund, such Bonds so called shall cease to be entitled to any benefit under
the Fiscal Agent Agreement other than the right to receive payment of the redemption price, and no
interest shall accrue thereon on or after the redemption date specified in the notice of redemption. All
Bonds redeemed and purchased by the Fiscal Agent under the Fiscal Agent Agreement shall be canceled
by the Fiscal Agent. The Fiscal Agent shall destroy the canceled Bonds in accordance with the Fiscal
Agent’s retention policy then in effect.

SECURITY AND SOURCES OF PAYMENT FOR THE BONDS

General

The Bonds are limited obligations of the Successor Agency on behalf of the District and are
payable solely from and secured solely by the Special Tax Revenues and the amounts in the Special Tax
Fund, the Bond Fund and Reserve Fund created under the Fiscal Agent Agreement.

“Special Tax Revenues” is defined in the Fiscal Agent Agreement as the proceeds of the Special
Taxes received by the Successor Agency, including any scheduled payments and any Special Tax
Prepayments, interest thereon and proceeds of the redemption or sale of property sold as a result of
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foreclosure of the lien of the Special Taxes to the amount of said lien and interest thereon. “Special Tax
Revenues” do not include any interest in excess of the interest due on the Bonds or any penalties collected
in connection with delinquent Special Taxes.

Special Taxes

Under the Fiscal Agent Agreement, the Successor Agency is obligated to annually fix and levy
the amount of Special Taxes within the District required for the timely payment of principal of and
interest on the outstanding Bonds (including the Bonds and any Parity Bonds) becoming due and payable
in each succeeding calendar year, including any necessary replenishment of the Reserve Fund to the
amount of the Reserve Requirement and an amount estimated to be sufficient to pay the Administrative
Expenses, taking into account the balances in the applicable funds established under the Fiscal Agent
Agreement and in the Special Tax Fund. The Special Taxes levied on any parcel of “Taxable Property”
(as defined in “–Rate and Method”) may not exceed the maximum amount as provided in the Rate and
Method.

The Special Taxes are payable and are currently being collected in the same manner, at the same
time and in the same installment as ad valorem taxes on property levied on the secured tax roll are
payable, and pursuant to the Act have the same priority, become delinquent at the same times and in the
same proportionate amounts and bear the same proportionate penalties and interest after delinquency as
do the taxes levied on the tax roll. The Fiscal Agent Agreement, however, allows for the Special Taxes to
be levied in certain circumstances by direct billing by the Successor Agency of the affected parcels of
Taxable Property.

Although the Special Taxes constitute a lien on Taxable Property within the District, they do not
constitute a personal indebtedness of the owners of the property within the District. Pursuant to Section
53356.1 of the Act, in the event of any delinquency in the payment of the Special Tax on a parcel of
Taxable Property, the Successor Agency may order the institution of a superior court action to foreclose
the lien on the parcel of Taxable Property within specified time limits. In such an action, the real property
subject to the unpaid amount of the Special Tax lien may be sold at judicial foreclosure sale. The Act
provides that the Special Taxes are secured by a continuing lien on the Taxable Property that is subject to
the same lien priority in the case of delinquency as ad valorem property taxes. See “–Rate and Method”
and “–Covenant for Superior Court Foreclosure.”

Other liens for taxes and assessments already exist on the Taxable Property located within the
District and others could come into existence in the future. See “SPECIAL RISK FACTORS–Parity Taxes
and Special Assessments.” There is no assurance that any owner of a parcel of Taxable Property subject
to the Special Tax levy will be financially able to pay the annual Special Taxes or that it will pay such
taxes even if financially able to do so. See “SPECIAL RISK FACTORS.”

Rate and Method

General. The Special Tax is levied and collected according to the Rate and Method set forth in
APPENDIX B–“SECOND AMENDED AND RESTATED RATE AND METHOD OF APPORTIONMENT OF SPECIAL

TAX.” The Successor Agency Commission by adoption of Ordinance No. 37-2014, adopted on
May 6, 2014, following an election by the qualified landowner electors in the District (i.e., the Master
Developer and the then-current affiliated homebuilders), a Second and Amended Rate and Method (the
“Rate and Method”). Capitalized terms used in the following paragraphs but not defined herein have the
meanings given them in the Rate and Method and references to “Bonds” includes any Parity Bonds. The
summary of the Rate and Method set forth below is qualified in its entirety by reference to the form
thereof set forth as Appendix B.
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The Rate and Method provides the means by which the Successor Agency may annually levy the
Special Taxes within the District up to the Maximum Special Tax. The Rate and Method provides that
the Annual Special Tax may not be levied after Fiscal Year 2055-56.

Special Tax Requirement. Annually, at the time of levying the Special Tax for the District, the
Successor Agency will determine the amount of money to be collected from Taxable Property in the
District (the “Special Tax Requirement”), which will be the amount required in any Fiscal Year to:

(i) pay the principal and interest on all Fixed Rate Bonds for the calendar year that
begins in such Fiscal Year;

(ii) pay the debt service on all Variable Rate Bonds estimated for the calendar year
that begins in such Fiscal Year, assuming a seven and one-half percent (7.5%) interest rate for all
Variable Rate Bonds;

(iii) pay periodic costs on the Bonds, including but not limited to, credit
enhancement, liquidity support and rebate payments therein;

(iv) create and/or replenish any reserve funds for the Bonds;

(v) cure any delinquencies in the payment of principal or interest on the Bonds
which have occurred in the prior Fiscal Year or, based on existing delinquencies in the payment
of Special Taxes, are expected to occur in the Fiscal Year in which the tax will be collected;

(vi) pay Administrative Expenses; and

(vii) pay directly for Authorized Facilities.

The amounts referred to in clauses (i), (ii) and (iii) of the preceding sentence may be reduced in
any Fiscal Year by: (i) interest earnings on or surplus balances in funds and accounts for the Bonds to the
extent that such earnings or balances are available to apply against debt service pursuant to the Fiscal
Agent Agreement; (ii) proceeds from the collection of penalties associated with delinquent Special Taxes;
and (iii) any other revenues available to pay debt service on the Bonds.

Following determination of the annual Special Tax Requirement, the Administrator will apply the
Rate and Method to determine the annual Special Tax for each Taxable Parcel in the District (as defined
in the Rate and Method).

Expected Maximum Special Tax. The Expected Maximum Special Tax is specified for each
Sub-Block (as defined herein) and for the District as a whole in the Rate and Method. See Attachment 2
to the Rate and Method of Apportionment of Special Tax.

Termination of the Annual Special Tax. The Successor Agency is authorized to levy the annual
Special Tax until (i) the principal and interest on the Bonds have been repaid, (ii) the Successor Agency’s
costs of constructing or acquiring Authorized Facilities from Special Tax proceeds have been paid, and
(iii) all Administrative Expenses have been reimbursed. However, in no event shall a Special Tax be
levied after Fiscal Year 2055-56.

Collection of Special Tax. Special Taxes shall be collected in the same manner and at the same
time as ordinary ad valorem property taxes, provided, however, that prepayments are permitted as
described below and provided further that the Successor Agency may directly bill the Special Tax, may
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collect Special Taxes at a different time or in a different manner, and may collect delinquent Special
Taxes through foreclosure or other available methods.

Pursuant to Section 53321(d) of the Act, the Special Tax levied against a Parcel used for private
residential purposes shall under no circumstances increase more than ten percent (10%) as a consequence
of delinquency or default by the owner of any other Parcel or Parcels, in no event, exceed the Maximum
Special Tax in effect for the Fiscal Year in which the Special Tax is being levied.

Prepayment of Special Tax. The Special Tax on any Assessor’s Parcel may be prepaid in full
or in part by a cash payment to the Fiscal Agent, on behalf of the Successor Agency. The Parcels to
be prepaid must not be delinquent in any payment of the Special Tax. Prepayment does not relieve the
property owner from paying the Special Tax which has already been levied. The prepayment amount is
calculated according to the procedure set forth in the Rate and Method.

Exemptions. The following parcels are exempt from the Special Tax: (i) Public Property, except
Taxable Public Property, (ii) Parcels that have prepaid the Special Tax Obligation and had a Release of
Special Tax Lien recorded against the property, and (iii) Agency Affordable Housing Units.

Pursuant to Section 53340 of the Act, properties or entities of state, federal or other local
governments are exempt from the Special Tax except that, under Section 53317.3 of the Act, property not
otherwise exempt which is acquired by a public entity through a negotiated transaction, or by gift or
devise, remains subject to the Special Tax. It is not clear under the Act whether property acquired by a
public entity following a tax sale or foreclosure based upon failure of a non-exempt person or entity to
pay property taxes would remain subject to the Special Tax under Section 53317.3 of the Act or would
become exempt from the Special Tax under Section 53340 of the Act. Pursuant to Section 53317.5 of the
Act, if property subject to the Special Tax is acquired by a public entity through eminent domain
proceedings, the obligation to pay the Special Tax with respect to that property is to be treated as if it
were a special annual assessment. For this purpose, the present value of the obligation to pay the Special
Tax to pay principal and interest on any Outstanding Bonds prior to the date of apportionment is to be
treated the same as a fixed lien special annual assessment. The Act further provides that no other
properties or entities are exempt from the Special Tax unless the properties or entities are expressly
exempted in a resolution of consideration to levy new taxes under the Act or to alter the rate or method of
apportionment of an existing tax under the Act.

Expected Land Uses and Special Taxes. The District as a whole consists of 27 Sub-Blocks, each
of which is proposed to contain units of one or more types of uses. The Rate and Method sets forth a
Maximum Special Tax for each Sub-Block with a Maximum Special Tax set forth for each property use
within each Sub-Block.

For a property within an Approved Development Plan, the Maximum Special Tax is the greater of
the Designated Special Tax or the Back-Up Special Tax.

Designated Special Tax. The Designated Special Tax for each Residential Unit built or expected
to be built on Taxable Property shall be the sum of the Base Special Tax and the Incremental Special Tax
as identified in the table below. The Incremental Special Tax for Market Rate Units shall be determined
by multiplying the square footage of the residential structure(s) by the Incremental Special Tax shown for
Market Rate Units. The Designated Special Tax for each Parcel of Non-Residential Property built or
expected to be built on Taxable Property shall be determined by multiplying the Square Footage of the
non-residential structure(s) by the Incremental Special Tax shown for Non-Residential Property in the
table below.
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Table 2
Designated Special Tax
(Fiscal Year 2014-15)

Incremental
Base Special Tax Special Tax

Land Use Fiscal Year 2014-15(1) Fiscal Year 2014-15(1)

Market Rate Units $1,503 per unit $2.40 per square foot
Required BMR 80% Units(2) $641 per unit $194 per bedroom
Required BMR 50% Units(3) $359 per unit $92 per bedroom
Non-Residential Property N/A $1.44 per square foot

_____________
(1) Beginning July 1, 2015 and each July 1 thereafter, the amounts show in the table above shall be increased by two percent

(2%) of the amounts in effect in the prior Fiscal Year.
(2) Below market rate units rented to or for sale to persons with incomes at or below 80% of area median income.
(3) Below market rate units rented to or for sale to persons with incomes at or below 50% of area median income.

Back-Up Special Tax. As set forth above, if the Administrator determines that the Total
Designated Special Tax calculated for an Approved Development Plan is less than the Expected
Maximum Special Tax and such reduction causes the Maximum CFD Revenues to be insufficient to
provide the Required Coverage, then the Back-Up Special Tax applies as described in the Rate and
Method. “Required Coverage” means, for purposes of the Rate and Method, (i) 110% of the total Annual
Debt Service of the then Outstanding Bonds and (ii) 100% of the total Annual Debt Service of the then
Outstanding Bonds and the amount of the levy for Administrative Expenses in the current fiscal year.

Method of Apportionment. The Rate and Method provides that the Successor Agency shall levy
annual Special Taxes as follows:

(i) The Special Tax shall be levied Proportionately on each Parcel of Developed
Property within the District up to 100% of the Maximum Special Tax for each Parcel for such
Fiscal Year until the amount levied on Developed Property is equal to the Special Tax
Requirement prior to applying Capitalized Interest that is available under the Fiscal Agent
Agreement;

(ii) If additional revenue is needed after clause (i) in order to meet the Special Tax
Requirement after Capitalized Interest has been applied to reduce the Special Tax Requirement,
the Special Tax shall be levied Proportionately on each Assessor’s Parcel of Subsequent Owner
Property within the District, up to 100% of the Maximum Special Tax for each Parcel for such
Fiscal Year;

(iii) If additional revenue is needed after clause (ii) in order to meet the Special Tax
Requirement, the Special Tax shall be levied Proportionately on each Parcel of Undeveloped
Property that is not Subsequent Owner Property, up to 100% of the Maximum Special Tax for
each Parcel for such Fiscal Year; and

As used above “Developed Property” means, in any Fiscal Year, all Assessor’s Parcels of
Taxable Property in the District for which a building permit for new construction of a residential or non-
residential structure was issued prior to June 1 of the preceding Fiscal Year. A “Subsequent Owner”
means any owner of undeveloped property within CFD No. 7 that is not the Master Developer, HPS1
Block 50, LLC, HPS1 Block 51, LLC, HPS1 Block 53, LLC, or HPS1 Block 54, LLC.
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(iv) If additional revenue is needed after clause (iii) in order to meet the Special Tax
Requirement, the Special Tax shall be levied Proportionately on each Assessor’s Parcel of
Taxable Public Property, up to 100% of the Maximum Special Tax assigned to each Parcel.

Clauses (ii) and (iii) of the method of apportionment summarized above are intended to more
equitably allocate the overall tax burden between the Master Developer and its related entities on the one
hand and the owners of Undeveloped Property that are not related to the Master Developer on the other
hand.

Expected Maximum Special Tax

Maximum Special Tax by Sub-Block. The following table summarizes the Expected Maximum
Special Tax by Sub-Block. See APPENDIX B–“SECOND AMENDED AND RESTATED RATE AND METHOD

OF APPORTIONMENT OF SPECIAL TAX.”

Table 3
Expected Maximum Special Tax by Sub-Block

(Fiscal Year 2014-15)

DEVELOPED HILLTOP UNDEVELOPED HILLSIDE

Sub-Block(1)

Expected
Maximum

Special Tax(2)(3)

% of
Expected

Maximum
Special Tax Sub-Block(1)

Expected
Maximum

Special Tax(2)(3)

% of
Expected

Maximum
Special Tax

50 $91,472 2.26% 48AJV $60,739 1.50%
51 206,842 5.10 48B 134,775 3.32
53 343,742 8.48 48C 87,211 2.15
54 242,730 5.99 48D 53,691 1.32
SUBTOTAL $884,786 21.83% 48E 74,277 1.83

48FJV 91,812 2.26
UNDEVELOPED HILLTOP 48G 183,934 4.54

% of 48H 53,691 1.32
Expected Expected 48I 74,277 1.83
Maximum Maximum 48JJV 91,812 2.26

Sub-Block(1) Special Tax(2)(3) Special Tax 48KJV 121,739 3.00
1JV $741,322 18.28% 48L 98,041 2.42
52JV 243,887 6.01 48M 125,116 3.09
55 339,812 8.38 48N 138,654 3.42
56/57 368,218 9.08 48OJV 87,815 2.17
SUBTOTAL $1,693,239 41.75% SUBTOTAL $1,477,584 36.43%

TOTAL $4,055,609 100.00%

Total Maximum CFD Revenue, Fiscal Year 2014-15: $4,055,609
________________
(1) See Attachment 1 to the Rate and Method, as set forth in Appendix B to this Official Statement, for the geographic area

associated with each Sub-Block.
(2) Beginning July 1, 2015 and each July 1 thereafter, the Expected Maximum Special Taxes shown above shall be increased by

an amount equal to 2.0% of the amount in effect for the prior Fiscal Year.
(3) Based upon the development plan for the District as of July 1, 2014, as shown in Attachment 2 of the Rate and Method,

which is subject to change as development occurs. The total Expected Maximum Special Tax may be lower in future Fiscal
Years due to changes in the development plan, however the Successor Agency has covenanted not to make changes to the
development plan which would reduce Special Taxes to less than what is required to meet Required Coverage.
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Maximum Special Tax by Land Use. Table 4 sets forth the Expected Maximum Special Tax and
the percentage thereof by unit type at the Maximum Special Tax rates for Fiscal Year 2014-15 based upon the
development plan for the District as of July 1, 2014, as shown in Attachment 2 of the Rate and Method,
which is subject to change as development occurs. The total Expected Maximum Special Tax may be
lower in future Fiscal Years due to changes in the development plan, however the Successor Agency has
covenanted not to make changes to the development plan which would reduce Special Taxes to less than
what is required to meet Required Coverage.

Table 4
Percentage Share of Maximum Special Taxes Among Expected Land Uses

(Fiscal Year 2014-15)†

Land Uses Units
Square

Feet
Base

Special Tax
Incremental
Special Tax

Expected
Maximum
Special Tax

Percentage
of Expected
Maximum
Special Tax

Market Rate Units 966 – $1,452,362 $2,475,282 $3,927,644 96.84%
BMR - 80% Units 113 – 72,384 42,637 115,021 2.84
Non-Residential Property N/A 9,000 N/A 12,944 12,944 0.32

Total 1,079 $1,524,746 $2,530,863 $4,055,609 100.00%
____________
† Based upon the development plan for the District as of July 1, 2014, as shown in Attachment 2 of the Rate and Method,

which is subject to change as development occurs. The total Expected Maximum Special Tax may be lower in future Fiscal
Years due to changes in the development plan, however the Successor Agency has covenanted not to make changes to the
development plan which would reduce Special Taxes to less than what is required to meet Required Coverage.

Source: Goodwin Consulting Group, Inc.

(Remainder of this Page Intentionally Left Blank)
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Fiscal Year 2014-15 Special Tax Levy by Property Owner

The following table summarizes the Special Tax Levy for Fiscal Year 2014-15 by Property
Owner.

Table 5
Property Ownership of Taxable Property

and Expected Share of Fiscal Year 2014-15 Special Tax Levy(1)

Property Owner Block Neighborhood

Expected
Special Tax

Levy on
Developed
Property(2)

Expected
Special Tax

Levy on
Undeveloped
Property(3)

Total
Expected

Special Tax

% of
Tax
Levy

HPS Development Co., LP 1 Undeveloped Hilltop $0 $134,057 $134,057 9.19%
HPS Development Co., LP 52 Undeveloped Hilltop 0 44,103 44,103 3.02
HPS Development Co., LP 55 Undeveloped Hilltop 0 61,450 61,450 4.21
HPS Development Co., LP 56/57 Undeveloped Hilltop 0 66,587 66,587 4.57
HPS Development Co., LP 48A Hillside (Undeveloped) 0 10,984 10,984 0.75
HPS Development Co., LP 48B Hillside (Undeveloped) 0 24,372 24,372 1.67
HPS Development Co., LP 48C Hillside (Undeveloped) 0 15,771 15,771 1.08
HPS Development Co., LP 48D Hillside (Undeveloped) 0 9,709 9,709 0.67
HPS Development Co., LP 48E Hillside (Undeveloped) 0 13,432 13,432 0.92
HPS Development Co., LP 48F Hillside (Undeveloped) 0 16,603 16,603 1.14
HPS Development Co., LP 48G Hillside (Undeveloped) 0 33,262 33,262 2.28
HPS Development Co., LP 48H Hillside (Undeveloped) 0 9,709 9,709 0.67
HPS Development Co., LP 48I Hillside (Undeveloped) 0 13,432 13,432 0.92
HPS Development Co., LP 48J Hillside (Undeveloped) 0 16,603 16,603 1.14
HPS Development Co., LP 48K Hillside (Undeveloped) 0 22,015 22,015 1.51
HPS Development Co., LP 48L Hillside (Undeveloped) 0 17,729 17,729 1.22
HPS Development Co., LP 48M Hillside (Undeveloped) 0 22,625 22,625 1.55
HPS Development Co., LP 48N Hillside (Undeveloped) 0 25,073 25,073 1.72
HPS Development Co., LP 48O Hillside (Undeveloped) 0 15,880 15,880 1.09

SUBTOTAL $0 $573,395 $573,395 39.32%

HPS1 Block 50, LLC 50 Developed Hilltop $91,472 $0 $91,472 6.27%
HPS1 Block 51, LLC 51 Developed Hilltop 206,842 0 206,842 14.18
HPS1 Block 53, LLC 53 Developed Hilltop 343,742 0 343,742 23.57
HPS1 Block 54, LLC 54 Developed Hilltop 242,731 0 242,731 16.65

SUBTOTAL $884,786 $0 $884,786 60.68%

TOTAL $884,786 $1,458,181 100.00%
____________
(1) The Expected Special Tax levy is equal to net debt service of $1,418,181.25 for the Bond Year ending August 1, 2015

(gross debt service of $1,867,512.71, less $449,331.46, representing interest capitalized through November 1, 2014), plus
$40,000 for administrative expenses.

(2) Includes all parcels for which a building permit has, or is expected to be, issued prior to June 1, 2014 and, therefore, will be
categorized as Developed Property for purposes of the fiscal year 2014-15 Special Tax Levy.

(3) The estimated Special Tax to be levied on undeveloped property is approximately 18% of the Maximum Special Tax
applicable to such property for fiscal year 2014-15.

Source: Stifel Nicolaus & Company, Incorporated; Goodwin Consulting Group, Inc.
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Delinquencies

There have been no delinquencies in payment of Special Taxes since the formation of the District.

Reserve Fund

The Fiscal Agent Agreement establishes a Reserve Fund to be held by the Fiscal Agent, and
requires that the Reserve Fund be maintained in the amount of the “Reserve Requirement” which is
defined to mean, as of any date of calculation, an amount equal to the least of: (a) Maximum Annual Debt
Service on the Outstanding Bonds that are secured by the Reserve Fund on such date, (b) 125% of
average Annual Debt Service on the Outstanding Bonds that are secured by the Reserve Fund on such
date and (c) 10% of the original principal amount of the Bonds that are secured by the Reserve Fund on
such date; provided, that the Reserve Requirement shall not exceed the sum of (A) the amount deposited
in the Reserve Fund on the Closing Date with respect to the Bonds, and (B) with respect to each other
series of Bonds (as defined in the Indenture) that is secured by the Reserve Fund, the amount deposited in
the Reserve Fund on the date each such series of Bonds is issued. Upon issuance of the Bonds, the
Reserve Fund Requirement will be $3,152,010.24.

All money in the Reserve Fund will be used and withdrawn by the Fiscal Agent solely for the
purpose of paying the interest on, principal of and any premium on the Bonds in the event there is
insufficient money in the Bond Fund available for this purpose, or in the event the Special Tax on a lot or
parcel is prepaid and the balance in the Reserve Fund is in excess of the Reserve Requirement as further
described below. All references to “Bonds” in this section shall refer to the Bonds and any Parity Bonds,
the proceeds of which, pursuant to a Supplemental Agreement, were deposited into the Reserve Fund in
the amount contemplated by the Fiscal Agent Agreement.

Whenever the balance in the Reserve Fund exceeds the amount required to redeem or pay the
Outstanding Bonds, including interest accrued to the date of payment or redemption and premium, if any,
due upon redemption, the Fiscal Agent shall, upon the written request of the Successor Agency, transfer
any cash or Permitted Investments in the Reserve Fund to the Bond Fund to be applied, on the redemption
date to the payment and redemption, in accordance with the Fiscal Agent Agreement, of all of the
Outstanding Bonds. In the event that the amount so transferred from the Reserve Fund to the Bond Fund
exceeds the amount required to pay and redeem the Outstanding Bonds, the balance in the Reserve Fund
shall be transferred to the Successor Agency to be applied for any lawful purpose.

Notwithstanding the provisions of the first paragraph of this section, no amounts shall be
transferred from the Reserve Fund under until after: (i) the calculation of any amounts due to the federal
government under the Fiscal Agent Agreement and withdrawal of any such amount for purposes of
making such payment to the federal government; and (ii) payment of any fees and expenses due to the
Fiscal Agent.

Whenever Special Taxes are prepaid and Bonds are to be redeemed with the proceeds of such
prepayment, a proportionate amount in the Reserve Fund (determined on the basis of the principal of
Bonds to be redeemed and the original principal of the Bonds, but in any event not in excess of the
amount that will leave the balance in the Reserve Fund following the proposed redemption equal to the
Reserve Requirement) shall be transferred on the Business Day prior to the redemption date by the Fiscal
Agent to the Bond Fund to be applied to the redemption of the Bonds pursuant to the Fiscal Agent
Agreement. The Successor Agency shall deliver to the Fiscal Agent an Officer’s Certificate specifying
any amount to be so transferred, and the Fiscal Agent may rely on any such Officer’s Certificate.
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Covenant for Superior Court Foreclosure

Pursuant to Section 53356.1 of the Act, the Successor Agency has covenanted in the Fiscal Agent
Agreement with and for the benefit of the owners of the Bonds that it will order, and cause to be
commenced as provided in the Fiscal Agent Agreement and thereafter diligently prosecute to judgment
(unless such delinquency is theretofore brought current), an action in the superior court to foreclose the
lien of any Special Tax or installment thereof not paid when due as provided in the following two
paragraphs. Prior to such transfer, the Successor Agency shall notify counsel to the Successor Agency of
any such delinquency of which it is aware, and the counsel will commence, or cause to be commenced,
the proceedings.

On or about October 1 of each year, the Successor Agency will compare the amount of Special
Taxes theretofore levied in the District to the amount of Special Tax Revenues theretofore received by the
Successor Agency, and:

(A) Individual Delinquencies. If the Successor Agency determines that any single
parcel subject to the Special Tax in the District is delinquent in the payment of Special Taxes in
the aggregate amount of $3,000 or more, then the Treasurer will send or cause to be sent a notice
of delinquency (and a demand for immediate payment thereof) to the property owner within 45
days of such determination, and (if the delinquency remains uncured) foreclosure proceedings
will be commenced by the Successor Agency within 90 days of such determination.
Notwithstanding the foregoing, in its sole discretion the Successor Agency may defer such action
if the amount in the Reserve Fund is at least equal to the Reserve Requirement.

(B) Aggregate Delinquencies. If the Successor Agency determines that (i) the total
amount of delinquent Special Tax for the prior Fiscal Year for the entire District, (including the
total of delinquencies described in (A) above), exceeds 5% of the total Special Tax due and
payable for the prior Fiscal Year, or (ii) there are 10 or fewer owners of real property within the
District, determined by reference to the latest available secured property tax roll of the City and
County of San Francisco, the Successor Agency will notify or cause to be notified property
owners who are then delinquent in the payment of Special Taxes (and demand immediate
payment of the delinquency) within 45 days of such determination, and will commence
foreclosure proceedings within 90 days of such determination against each parcel of land in the
District with a Special Tax delinquency.

Notwithstanding the foregoing clause (A), the Successor Agency may defer any such actions with
respect to a delinquent parcel if (1) the District is then participating in the Alternative Method of
Distribution of Tax Levies and Collections described in Revenue and Taxation Code Section 4701 et seq.,
or an equivalent procedure, (2) the amount in the Reserve Fund is at least equal to the Reserve
Requirement and the amount in any other debt service reserve account established under a Supplemental
Agreement is at least equal to its applicable requirement, and (3) the subject parcel is not delinquent with
respect to more than $5,000 of Special Taxes.

Sufficiency of Foreclosure Sale Proceeds; Foreclosure Limitations and Delays. No assurances
can be given that the real property subject to a judicial foreclosure sale will be sold or, if sold, that the
proceeds of sale will be sufficient to pay any delinquent Special Tax installment. Subject to the
maximum rates, the Rate and Method is designed to generate from all non-exempt property within the
District the current year’s debt service with respect to the Bonds, administrative expenses, and any needed
replenishment of the Reserve Fund to the Reserve Requirement, including an amount reflecting the prior
year’s delinquencies. However, if foreclosure proceedings are necessary, and the Reserve Fund has been
depleted, there could be a delay in payments to owners of the Bonds pending prosecution of the
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foreclosure proceedings and receipt by the Successor Agency of the proceeds of the foreclosure sale. See
“SPECIAL RISK FACTORS–Bankruptcy Delays” and “–Proceeds of Foreclosure Sales.”

Section 53356.6 of the Act requires that property sold pursuant to foreclosure under the Act be
sold for not less than the amount of judgment in the foreclosure action, plus post-judgment interest and
authorized costs, unless the consent of the owners of 75% of the outstanding Bonds is obtained.
However, under Section 53356.6 of the Act, the Successor Agency, as judgment creditor, is entitled to
purchase any property sold at foreclosure using a “credit bid,” where the Successor Agency could submit
a bid crediting all or part of the amount required to satisfy the judgment for the delinquent amount of the
Special Tax. If the Successor Agency becomes the purchaser under a credit bid, the Successor Agency
must pay the amount of its credit bid into the redemption fund established for the Bonds, but this payment
may be made up to 24 months after the date of the foreclosure sale. Neither the Act nor the Fiscal Agent
Agreement requires the Successor Agency to purchase or otherwise acquire any lot or parcel of property
foreclosed upon if there is no other purchaser at such sale, and the Successor Agency has no intent to be
such a purchaser.

Successor Agency Bid at Foreclosure Sale

The Successor Agency has covenanted in the Fiscal Agent Agreement that it will not bid at a
foreclosure sale of property in respect of delinquent Special Taxes, unless it expressly agrees to take the
property subject to the lien for Special Taxes imposed by the District and that the Special Taxes levied on
the property are payable while the Successor Agency owns the property.

Parity Bonds

In addition to the Bonds, the Successor Agency may issue bonds (“Parity Bonds”) secured by a
pledge of Special Tax Revenues and funds pledged for the payment of the Bonds under the Fiscal Agent
Agreement on a parity with the pledge thereof securing the Bonds subject to certain conditions precedent,
including the following:

(a) The CFD Value (as defined in the Fiscal Agent Agreement) shall be at least three
(3) times the sum of: (i) the aggregate principal amount of all Bonds and any Parity Bonds then
Outstanding, plus (ii) the aggregate principal amount of the series of Parity Bonds proposed to be
issued, plus (iii) the aggregate principal amount of any fixed assessment liens on the parcels in
the District subject to the levy of Special Taxes, plus (iv) a portion of the aggregate principal
amount of any and all other community facilities district bonds then outstanding and payable at
least partially from special taxes to be levied on parcels of land within the District (the “Other
District Bonds”) equal to the aggregate principal amount of the Other District Bonds multiplied
by a fraction, the numerator of which is the amount of special taxes levied for the Other District
Bonds on parcels of land within the District, and the denominator of which is the total amount of
special taxes levied for the Other District Bonds on all parcels of land against which the special
taxes are levied to pay the Other District Bonds (such fraction to be determined based upon the
maximum special taxes which could be levied in the year in which maximum annual debt service
on the Other District Bonds occurs), based upon information from the most recent available
Fiscal Year.

(b) That amount of the Special Taxes that may be levied under the Ordinance
Levying Special Taxes (as defined herein), the Fiscal Agent Agreement and any Supplemental
Agreement shall be at least (i) 110% of the total Annual Debt Service of the then Outstanding
Bonds and the proposed Parity Bonds and (ii) 100% of the total Annual Debt Service of the then
Outstanding Bonds, Outstanding Parity Bonds and the proposed Parity Bonds and the amount of
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the levy for Administrative Expenses in the current fiscal year, and the aggregate Special Tax
Prepayments that could occur after the issuance of the Parity Bonds shall be not less than the
principal amount of the Outstanding Bonds, Outstanding Parity Bonds and the proposed Parity
Bonds.

No Teeter Plan

Collection of the Special Taxes is not subject to the “Alternative Method of Distribution of Tax
Levies and Collections and of Tax Sale Proceeds,” as provided for in Section 4701 et seq. of the
California Revenue and Taxation Code (known as the “Teeter Plan”). Accordingly, collections of Special
Taxes will reflect actual delinquencies, if any.

Limited Obligation

The Bonds are limited obligations of the Successor Agency on behalf of the District and are
payable solely from and secured solely by the Special Tax Revenues and the amounts in the Bond Fund,
the Special Tax Fund, the Revenue Fund and the Reserve Fund created pursuant to the Fiscal Agent
Agreement.

In the event that the Special Taxes are not paid when due, the only sources of funds available to
repay the Bonds are amounts in the Bond Fund, the Reserve Fund and the Special Tax Fund, and the
proceeds, if any, from foreclosure sales of parcels with delinquent Special Taxes.

PROJECTED DEBT SERVICE COVERAGE

Table 6 below sets forth the debt service coverage on the Bonds provided by the Expected
Maximum Special Tax. The actual Special Taxes levied in each year will be an amount sufficient to pay
debt service on the Bonds and other amounts, including reserve replenishment, Administrative Expenses
and may account for any anticipated delinquencies. See “SECURITY AND SOURCES OF PAYMENT FOR THE

BONDS–Rate and Method–Special Tax Requirement.”

The Expected Maximum Special Tax set forth in Table 6 below is based upon the Expected Land
Uses and Expected Maximum Special Tax by Sub-Block as specified in the Rate and Method. See
“SECURITY AND SOURCES OF PAYMENT FOR THE BONDS–Expected Maximum Special Tax.” The
development plan for the District is subject to change as development occurs and such changes may
reduce the total Expected Maximum Special Tax that can be levied in any Fiscal Year. However, the
Successor Agency has covenanted in the Fiscal Agent Agreement not to permit any change to the
development plan which would cause the amount of the Special Taxes that may be levied under the
Ordinance and the Rate and Method to be less than “Required Coverage,” which is defined to mean (i)
110% of the total Annual Debt Service of the then Outstanding Bonds and (ii) 100% of the total Annual
Debt Service of the then Outstanding Bonds and the amount of the levy for Administrative Expenses in
the current fiscal year.
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Table 6
Projected Debt Service Coverage(1)

Year
Ending

(August 1)
Total Debt
Service(2)

Developed
Hilltop Total

Expected
Maximum

Special
Taxes(1)

Undeveloped
Hilltop Total

Expected
Maximum

Special Taxes(1)

Undeveloped
Hillside Total

Expected
Maximum

Special Taxes(1)

Total
District

Expected
Maximum

Special
Taxes(3)

Debt Service
Coverage(1)(4)

2015 $1,867,513 $884,786 $1,693,239 $1,477,584 $4,055,609 217%
2016 1,900,025 902,481 1,727,104 1,507,136 4,136,721 218
2017 1,941,275 920,531 1,761,646 1,537,279 4,219,455 217
2018 1,979,475 938,942 1,796,879 1,568,024 4,303,844 217
2019 2,020,875 957,721 1,832,816 1,599,385 4,389,921 217
2020 2,060,275 976,875 1,869,472 1,631,372 4,477,720 217
2021 2,097,675 996,412 1,906,862 1,664,000 4,567,274 218
2022 2,143,075 1,016,341 1,944,999 1,697,280 4,658,620 217
2023 2,186,075 1,036,668 1,983,899 1,731,225 4,751,792 217
2024 2,226,675 1,057,401 2,023,577 1,765,850 4,846,828 218
2025 2,274,425 1,078,549 2,064,049 1,801,167 4,943,764 217
2026 2,318,425 1,100,120 2,105,330 1,837,190 5,042,640 218
2027 2,363,675 1,122,122 2,147,436 1,873,934 5,143,493 218
2028 2,414,925 1,144,565 2,190,385 1,911,413 5,246,362 217
2029 2,461,675 1,167,456 2,234,193 1,949,641 5,351,290 217
2030 2,508,925 1,190,805 2,278,876 1,988,634 5,458,315 218
2031 2,561,425 1,214,621 2,324,454 2,028,407 5,567,482 217
2032 2,612,338 1,238,914 2,370,943 2,068,975 5,678,831 217
2033 2,664,000 1,263,692 2,418,362 2,110,354 5,792,408 217
2034 2,716,000 1,288,966 2,466,729 2,152,561 5,908,256 218
2035 2,772,000 1,314,745 2,516,064 2,195,612 6,026,421 217
2036 2,826,500 1,341,040 2,566,385 2,239,525 6,146,950 217
2037 2,884,250 1,367,861 2,617,713 2,284,315 6,269,889 217
2038 2,939,750 1,395,218 2,670,067 2,330,002 6,395,286 218
2039 2,997,750 1,423,122 2,723,468 2,376,602 6,523,192 218
2040 3,057,750 1,451,585 2,777,938 2,424,134 6,653,656 218
2041 3,119,250 1,480,616 2,833,496 2,472,616 6,786,729 218
2042 3,181,750 1,510,229 2,890,166 2,522,069 6,922,464 218
2043 3,244,750 1,540,433 2,947,970 2,572,510 7,060,913 218
2044 3,312,750 1,571,242 3,006,929 2,623,960 7,202,131 217

(1) Based upon the development plan for the District as of July 1, 2014, as shown in Attachment 2 of the Rate and Method,
which is subject to change as development occurs. The total Expected Maximum Special Tax may be lower in future Fiscal
Years due to changes in the development plan, however the Successor Agency has covenanted not to make changes to the
development plan which would reduce Special Taxes to less than what is required to meet Required Coverage.

(2) Gross debt service provided by Stifel Nicolaus & Company, Incorporated based upon an aggregate principal amount of
Bonds of $36,445,000. Interest will be capitalized through November 1, 2014. Net debt service is estimated to be
$1,418,181 for the Bond Year ending August 1, 2015.

(3) Expected Maximum Special Taxes are expected to increase 2% per year. See “SECURITY AND SOURCES OF PAYMENT FOR

THE BONDS–Expected Maximum Special Tax” and “THE DISTRICT–Status of Development” for a description of the
development status of Taxable Property in the District and the Special Taxes allocable to such property.

(4) Assumes Administrative Expenses are paid out of coverage.
Source: Goodwin Consulting Group, Inc.
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THE SUCCESSOR AGENCY

Authority for Issuance

In calendar year 2005, the Former Agency established the District in accordance with procedures
required under the Act, including a landowner election at which Lennar - BVHP, LLC (the “Original
Master Developer”) was the sole owner of land subject to the proposed special tax, and authorized the
levy of a special tax therein.

In connection with the issuance of the Bonds, the Successor Agency Commission on
April 15, 2014 adopted its Resolution No. 27-2014 (the “Resolution”) approving issuance of the Bonds
and related matters. In accordance with the Dissolution Act, on April 28, 2014, the Oversight Board (see
“–Oversight Board” below) adopted its Resolution No. 3-2014 approving the action of the Successor
Agency Commission and the Department of Finance of the State of California subsequently concluded
that the issuance of the Bonds does not require its review. In accordance with the Act, a landowner
election was held on May 6, 2014, at which the Master Developer and the current affiliated homebuilders
cast votes to adopt the Second Amended Rate and Method of Apportionment of Special Tax and to levy
special taxes in the District in accordance therewith. The Successor Agency Commission by adoption of
Ordinance No. 37-2014, finally adopted on May 6, 2014 (the “Ordinance Levying Special Taxes”),
adopted such Second Amended and Restated Rate and Method of Apportionment of Special Tax.

The Bonds are issued by the Successor Agency, for and on behalf of the District, pursuant to the
Act, the Refunding Law, the Fiscal Agent Agreement, and the Resolution.

Authority and Personnel

The powers of the Successor Agency are vested in the Successor Agency Commission, which has
five members who are appointed by the Mayor of the City with the approval of the Board of Supervisors.
Members are appointed to staggered four-year terms (provided that two members have initial two-year
terms). Once appointed, members serve until replaced or reappointed.

The current members of the Successor Agency Commission, together with their principal
occupations, the years of their first appointment to the Successor Agency Commission and the expiration
date of their current terms are as follows:

Name Occupation First Appointed Term Expires

Christine Johnson, Chair Finance Professional 2012 December 2016
Mara Rosales, Vice Chair Attorney 2012 December 2014
Theodore Ellington Community Service 2012 December 2016
Marly Mondejar Community Organizer 2012 December 2014
Darshan Singh Businessman 2012 December 2016

The Successor Agency currently employs approximately 50.6 full-time equivalent positions. The
Executive Director, Tiffany Bohee, was appointed to that position in February 2012. The other principal
full-time staff positions are: the Deputy Executive Director; the Deputy Executive Director, Finance and
Administration; and the Successor Agency General Counsel. Each project area in which the Successor
Agency continues to implement redevelopment plans, is managed by a Project Manager. There are
separate staff support divisions with real estate and housing development specialists, architects, engineers
and planners, and the Successor Agency has its own fiscal, legal, administrative and property
management staffs, including a separate staff to manage the South Beach Harbor Marina.
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Within the City, the Successor Agency is constituted as the Office of Community Investment and
Infrastructure or “OCII” and the Successor Agency Commission is known as the “Commission on
Community Investment and Infrastructure.” References in this Official Statement to the Successor
Agency refer to OCII, or any successor thereto.

Effect of the Redevelopment Agency Dissolution

AB 26 and AB 1484. The Former Agency was established under the Redevelopment Law in
1948. As a result of AB 1X 26 and the decision of the California Supreme Court in California
Redevelopment Association v. Matosantos, as of February 1, 2012, all redevelopment agencies in the State
were dissolved, including the Former Agency, and successor agencies were designated as successor
entities to the former redevelopment agencies to expeditiously wind down the affairs of the former
redevelopment agencies and also to satisfy “enforceable obligations” of the former redevelopment agency
all under the supervision of a new oversight board, the State Department of the Finance and the State
Controller.

Pursuant to Resolution No. 11-12 (the “Establishing Resolution”) adopted by the Board of
Supervisors of the City on January 24, 2012 and signed by the Mayor on January 26, 2012, and Sections
34171(j) and 34173 of the Dissolution Act, the Board of Supervisors of the City confirmed the City’s role
as successor to the Former Agency. On June 27, 2012, the Redevelopment Law was amended by
AB 1484, which clarified that successor agencies are separate political entities and that the successor
agency succeeds to the organizational status of the former redevelopment agency but without any legal
authority to participate in redevelopment activities except to complete the work related to an approved
enforceable obligation. AB 1X 26 and AB 1484 are collectively referred to as the “Dissolution Act.”

Pursuant to Ordinance No. 215-12 finally adopted by the Board of Supervisors of the City on
October 2, 2012 and signed by the Mayor on October 4, 2012, the Board of Supervisors (i) officially gave
the following name to the Successor Agency: the “Successor Agency to the Redevelopment Agency of
the City and County of San Francisco,” (ii) created the Successor Agency Commission as the policy body
of the Successor Agency, (iii) delegated to the Successor Agency Commission the authority to act in
place of the Commission of the Former Agency to implement the surviving redevelopment projects, the
replacement housing obligations and other enforceable obligations of the Former Agency and the
authority to take actions that AB 26 and AB 1484 require or allow on behalf of the Successor Agency and
(iv) established the composition and terms of the members of the Successor Agency Commission.

As discussed below, many actions of the Successor Agency are subject to approval by an
“oversight board” and the review or approval by the California Department of Finance, including the
issuance of bonds such as the Bonds.

Debt Service is not Subject to ROPS Process. The application of Special Taxes to payment of
debt service on the Bonds is not subject to the Recognized Obligation Payment Schedule (“ROPS”)
process applicable to tax increment obligations of successor redevelopment agencies, which generally
requires approval by the Oversight Board and the State Department of Finance.

Final and Conclusive Determination for Development Agreement. The Development
Agreement is an enforceable obligation of the Successor Agency and has been duly listed on each ROPS
since the Former Agency was dissolved. On December 14, 2012, the State Department of Finance issued
a Final and Conclusive Determination for the Development Agreement. Pursuant to the Dissolution Act,
the Department of Finance’s review of the Development Agreement in all future ROPS is limited to
confirming that any requested payments on the ROPS (which does not include debt service on the Bonds)
are required by the Development Agreement.
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Oversight Board

The Oversight Board was formed pursuant to Establishing Resolution adopted by the City’s
Board of Supervisors and signed by the Mayor on January 26, 2012. The Oversight Board is governed by
a seven-member governing board, with four members appointed by the Mayor, and one member
appointed by each of the Bay Area Rapid Transit District (BART), the Chancellor of the California
Community Colleges, and the County Superintendent of Education.

Department of Finance Finding of Completion

The Dissolution Act established a process for determining the liquid assets that redevelopment
agencies should have shifted to their successor agencies when they were dissolved, and the amount that
should be available for remittance by the successor agencies to their respective county auditor-controllers
for distribution to affected taxing entities within the project areas of the former redevelopment agencies.
This determination process was required to be completed through the final step (review by the State
Department of Finance) by November 9, 2012 with respect to affordable housing funds and by
April 1, 2013 with respect to non-housing funds. Within five business days of receiving notification from
the State Department of Finance, a successor agency must remit to the county auditor-controller the
amount of unobligated balances determined by the State Department of Finance, or it may request a meet
and confer with the State Department of Finance to resolve any disputes.

On May 23, 2013, the Successor Agency promptly remitted to the City Controller the amounts of
unobligated balances relating to affording housing funds, determined by the State Department of Finance
in the amount of $10,577,932, plus $1,916 in interest. On May 23, 2013, the Successor Agency promptly
remitted to the City Controller the amount of unobligated balances relating to all other funds determined
by the State Department of Finance in the amount of $959,147. The Successor Agency has made all
payments required under AB 1484 and has received its finding of completion from the State Department
of Finance on May 29, 2013.

State Controller Asset Transfer Review

The Dissolution Act requires that any assertion of a former redevelopment agency transferred to a
city, county or other local agency after January 1, 2011, be transferred back to the successor agency. The
Dissolution Act further requires that the State Controller review any such transfer. As of the date hereof,
the Controller’s review is pending. The Successor Agency does not expect the outcome of the State
Controller’s Asset Transfer Review to have a material adverse impact on the availability of Special Tax
Revenues.

Continuing Activities

The Former Agency was organized in 1948 by the Board of Supervisors of the City pursuant to
the Redevelopment Law. The Former Agency’s mission was to eliminate physical and economic blight
within specific geographic areas of the City designated by the Board of Supervisors. The Former Agency
had redevelopment plans for nine (9) redevelopment project areas.
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Because of the existence of enforceable obligations, the Successor Agency is authorized to
continue to implement, through the issuance of tax allocation bonds, four major redevelopment projects
that were previously administered by the Former Agency: (i) the Mission Bay North and South
Redevelopment Project Areas, (ii) the Hunters Point Shipyard Redevelopment Project Area and Zone 1 of
the Bayview Redevelopment Project Area, and (iii) the Transbay Redevelopment Project Area
(collectively, the “Major Approved Development Projects”). In addition, the Successor Agency continues
to manage Yerba Buena Gardens and other assets within the former Yerba Buena Center Redevelopment
Project Area (“YBC”). The Successor Agency exercises land use, development and design approval
authority for the Major Approved Development Projects and manages the Former Agency assets in YBC
in place of the Former Agency.

(Remainder of this Page Intentionally Left Blank)
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THE DISTRICT

General

The District is comprised of approximately 66 acres known as Parcel A within the Hunters Point
Shipyard Redevelopment Project Area (the “Project Area”) established by the Former Agency, which is
located in the southeast corner of the City. The District was formed on April 5, 2005 and is comprised of
a portion of Parcel A, the first parcel to be transferred by the United States Navy to the Former Agency.
Following its acquisition from the Navy and prior to the formation of the District, the Former Agency
transferred the Taxable Property within the District to the Original Master Developer. The conveyance by
the Navy to the Former Agency or the Successor Agency, as applicable, and subsequent development
within the District and the Shipyard as a whole are pursuant to the revitalization and re-use plan for the
former Hunters Point Naval Shipyard (the “Shipyard”) as provided in the Redevelopment Plan for the
Project Area adopted in July 1997. See “–History” below. See page (i) for a location map of the District,
page 27 for an aerial view of the District, page 28 for a diagrams of the Taxable Parcels in the District and
page 29 for conceptual rendering of proposed development in the District, See also APPENDIX B–
“SECOND AMENDED AND RESTATED RATE AND METHOD OF APPORTIONMENT OF SPECIAL TAX.”

Development within the District is governed by a Disposition and Development Agreement
Hunters Point Shipyard Phase 1 dated as of December 2, 2003, as amended (the “Development
Agreement”), originally by and between the Former Agency and the Original Master Developer. The
Development Agreement sets forth a development plan for the property in the District, including
provision of infrastructure, including parks and other open space, affordable housing, and various other
requirements with respect to development of property in the District. See “–The Development
Agreement” below.

The remaining parcels within the Project Area (Parcels B-G and other portions of the
Shipyard not subject to the Development Agreement), as well as a portion of adjacent Candlestick
Point, are subject to a development agreement between the Successor Agency and an affiliate of the
Master Developer but are not part of the District.

The District property is comprised of two subdivisions, referred to as Hilltop and Hillside,
respectively. Development in the District is almost exclusively residential, with all of the Taxable
Property to be developed as attached units, including townhomes and stacked units, and certain retail
space (estimated to be approximately 9,000 square feet on Block 1). The Hilltop subdivision contains
approximately 12.5 acres of land which is to be developed with 705 units with the Hillside subdivision
consisting of approximately 6.6 acres to be developed with 374 single family units. Of the residential
units to be constructed by homebuilders, approximately 10.5% are required by the Development
Agreement to be affordable to lower-income residents (i.e., sold with price restrictions to persons whose
income does not exceed 80% of area median income).

The Successor Agency owns approximately 2.2 acres of real property in the District (Block 49
and other Blocks) for the development of approximately 350 affordable housing units, and approximately
40.49 acres of open space. This property is initially exempt, and upon completion of development is
expected to remain exempt, from Special Taxes.

The District was formed by the Former Agency for the purpose of financing the acquisition of
certain infrastructure to be constructed by the Original Master Developer and the Master Developer. See
“PLAN OF FINANCE.”
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History

The District is located entirely within the property comprising the Shipyard which is located in
southeastern San Francisco adjacent to the City’s Bayview Hunters Point neighborhood and consists of
approximately 936 acres, 443 of which are on land with the remaining acreage underwater. From 1869
until 1939, the Shipyard was operated as a drydock. In 1940, the United States Department of the Navy
obtained ownership of the Shipyard and conducted ship building, repair, and maintenance activities. After
World War II, activities shifted from ship repair to submarine servicing and testing. The Shipyard was
deactivated in 1974 and in 1976 was leased to a private ship repair firm. In 1986, the Navy reoccupied the
property and commenced investigation and remediation of environmental contamination of the site.

In 1990, the United States Congress designated the Shipyard for formal closure under the federal
Defense Base Closure and Realignment Act of 1990 (“BRAC”). Under BRAC, the Navy is required to
work with affected local governmental entities to develop a plan to convey the property to an appropriate
local agency. In response, the Former Agency was designated as the appropriate “local redevelopment
authority,” and the City and the Former Agency began negotiations with the Navy in 1991. In July 1997,
the Former Agency Commission and the City’s Board of Supervisors adopted the Hunters Point Shipyard
Redevelopment Plan (as amended, the “Redevelopment Plan”). The Redevelopment Plan comprised the
“local reuse plan” required under BRAC for the conversion of the Shipyard to civilian use. It provides for
the development of (i) significant new housing, (ii) mixed-use and commercial uses, including retail,
maritime, research and development, and light industrial uses, (iii) education, training, and cultural
facilities, and (iv) over 100 acres for recreational and public open space uses.

In 1998, the Former Agency distributed a request for qualifications to prospective developers to
develop the Shipyard property as described in the Redevelopment Plan. In 1999, the Original Master
Developer was selected as the developer for the Shipyard.

In April, 2004, the Navy and the Former Agency entered into a Conveyance Agreement, setting
forth the process for conveying Shipyard parcels to the Former Agency, which requires certification by
the federal and state regulators that the parcels are remediated to a level suitable for their intended uses
and after independent confirmation by the Agency and the City. See “–Environmental Matters and
Hazardous Substances” below.

On April 5, 2005, the Former Agency transferred the Taxable Property in the District to the
Original Master Developer. The Agency also transferred several parcels to the Original Master
Developer that will be developed into streets, alleyways, parks, etc.

Development Plan

The property within the District consists of the Hilltop and the Hillside neighborhoods, each of
which overlooks the San Francisco Bay and the other property in the Shipyard (as described below). The
District is grouped into various Blocks for development purposes. The District property is comprised of
two subdivisions that are the subject of final maps:

• Final Map 4231, referred to as the “Hilltop.” Final Map 4231 was recorded on
August 12, 2009, and created 154 individual lots, 20 lettered lots (that will be open space
and alleyways), and 37 street lots. Following certain lot line adjustments and the
recording of Final Maps 6945 and 6946 (described below), there are now 98 individual
lots, 19 lettered lots, and 37 street lots within the Hilltop. These lots consist of Taxable
Property, property that will become streets and alleyways, and Successor Agency-owned
parcels that will be open space or exempt affordable housing.
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o Final Map 6945, a merger and resubdivision of part of the Hilltop. Final Map
6945 was recorded on October 15, 2013. This map merged lots 42-59 and Lot O
of Final Map 4231 in Block 54 and created two individual lots and one lettered
lot (that will become an alleyway).

o Final Map 6946, a merger and resubdivision of part of the Hilltop. Final Map
6946 was recorded on October 15, 2013. This map merged lots 80-97 and Lot P
of Final Map 4231 in Block 52 and created two individual lots and one lettered
lot (that will become an alleyway).

• Final Map 5255, referred to as the “Hillside”. Final Map 5255 was recorded on August
12, 2009, and created 131 individual lots, 6 lettered lots (that will be open space and
alleyways), and 6 street lots.

HPS Development Co., LP, a Delaware limited partnership (the “Master Developer”), is the
successor to the Original Master Developer. Development in the District is almost exclusively residential,
with all of the Taxable Property to be developed as either for-sale or for-rental attached units, including
townhomes and stacked units, and certain retail space (estimated to be approximately 9,000 square feet on
Block 1). The Master Developer intends to transfer the Taxable Property in the District to homebuilders
for the development of approximately 1,079 for-sale and for-rent attached housing units to be constructed
by various homebuilders. Of the residential units to be constructed by such homebuilders, approximately
10.5% of these units are required by the Development Agreement to be affordable to lower-income
residents (i.e., sold with price restrictions to persons whose income does not exceed 80% of area median
income).

(Remainder of this Page Intentionally Left Blank)
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The Hilltop subdivision contains approximately 12.5 acres of land which is expected to be
developed with 705 single-family units, and the Hillside subdivision contains approximately 6.6 acres of
land which is expected to be developed with 374 single-family units, as shown below. The number of
expected market rate units and below-market rate units by Block and ownership is shown below in
Table 7.

Table 7
Expected Development of Taxable Property by Property Owner and Neighborhood

Block Property Owner Neighborhood

Expected†

Number of
Market

Rate Units

Expected†

Number of
Below Market

Rate Units
1 HPS Development Co., LP Hilltop 199 25
50 HPS1 Block 50, LLC Hilltop 22 3
51 HPS1 Block 51, LLC Hilltop 57 6
52 HPS Development Co., LP Hilltop 63 7
53 HPS1 Block 53, LLC Hilltop 84 9
54 HPS1 Block 54, LLC Hilltop 59 7
55 HPS Development Co., LP Hilltop 59 7
56/57 HPS Development Co., LP Hilltop 88 10

48A HPS Development Co., LP Hillside 13 2
48B HPS Development Co., LP Hillside 32 4
48C HPS Development Co., LP Hillside 20 2
48D HPS Development Co., LP Hillside 13 1
48E HPS Development Co., LP Hillside 16 2
48F HPS Development Co., LP Hillside 22 2
48G HPS Development Co., LP Hillside 40 5
48H HPS Development Co., LP Hillside 13 1
48I HPS Development Co., LP Hillside 16 2
48J HPS Development Co., LP Hillside 22 2
48K HPS Development Co., LP Hillside 31 5
48L HPS Development Co., LP Hillside 21 3
48M HPS Development Co., LP Hillside 27 3
48N HPS Development Co., LP Hillside 30 3
48O HPS Development Co., LP Hillside 19 2

TOTAL 966 113

GRAND TOTAL 1,079
______________
† The expected number of market rate and below-market rate units described above are based on the current development plan

and the Development Agreement. However, no assurance can be given that the development will occur at all, will occur in a
timely manner, or will occur as presently anticipated and described in this Official Statement. Moreover, as determined by
the Master Developer and/or the applicable homebuilder based on, among other things, the residential market in the San
Francisco Bay area, the number, size, and type of residential units within each Block may change after the date of this
Official Statement.
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Table 7 shows only the Taxable Property and does not show the property within the District that
is owned by the Successor Agency. The Successor Agency owns (i) 13 lots (three of which are
considered Agency Housing Parcels) and 11 lettered lots in Hilltop, and (ii) nine lots (seven of which are
considered Agency Housing Parcels) and five lettered lots in Hillside. The Successor Agency intends to
construct approximately 350 affordable housing units on the 10 Agency Housing Parcels. The Successor
Agency also anticipates that approximately 40.49 acres of the parcels it owns will be open space. Both
the open space lots and the Agency Housing Parcels are initially exempt from the levy of Special Taxes
and are expected to remain exempt from Special Taxes.

The Master Developer intends to sell Blocks it owns within the District to homebuilders for the
construction of residential units and retail space (estimated to be approximately 9,000 square feet on
Block 1). As of July 1, 2014, the Master Developer owns all but four of the Blocks of Taxable Property,
having previously sold Blocks 50, 51, 53, and 54 to various affiliated homebuilders, representing
approximately 247 of the 1,079 units anticipated to be constructed by homebuilders. A summary of the
ownership of the Taxable Property is shown in Table 7 above.

Construction activities for the required infrastructure commenced upon the transfer of the
property to the Original Master Developer and are anticipated to be completed in accordance with the
Development Agreement. The Master Developer subdivided the real property within the District in 2009
pursuant to the recordation of final maps for the Hilltop and Hillside portions of the District and began
selling land to homebuilders in June 2013.

Status of Development

The Master Developer has constructed a significant portion of the infrastructure necessary for
development to proceed within the Hilltop subdivision, and residential development has commenced in
Blocks 50, 51, 53, and 54 (referred to as “Developed Hilltop”). The remainder of the property in the
District is referred to as “Undeveloped Hilltop” and “Hillside.” The Master Developer plans to finance
the remaining infrastructure in the District primarily with certain loan proceeds and certain amounts
derived from land and home sales and if needed, sponsor equity. The Master Developer expects that its
affiliates will complete most of the residential development, although it may to offer parcels for sale and
development by non-affiliated merchant homebuilders and other developers. See “THE DISTRICT.”

For the Developed Hilltop portion of the District, the infrastructure has been substantially
completed (other than parks and landscaping) and development is underway therein. In June 2013, the
first two development Blocks, commonly referred to as Blocks 50 and 51, were transferred to
homebuilders affiliated with the Master Developer (these homebuilders are known as HPS1 Block 50,
LLC and HPS1 Block 51, LLC, respectively). In December 2013, two further development Blocks,
commonly referred to as Blocks 53 and 54, were transferred to homebuilders affiliated with the Master
Developer (these homebuilders are known as HPS1 Block 53, LLC and HPS1 Block 54, LLC,
respectively). See “–The Homebuilders” below.

For the Undeveloped Hilltop portion of the District, the Master Developer estimates that the
remaining infrastructure will be completed in 2015.

For the Hillside portion of the District, principal grading has been completed, but other
infrastructure remains to be completed. The Master Developer estimates that a significant portion of the
infrastructure (excluding parks) will be completed in 2015 so that sales of parcels in Hillside may occur,
with the remaining infrastructure improvements to Hillside completed in 2016.
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Property Valuation

The aggregate appraised value of the Taxable Property is $127,650,000 (as of the May 30, 2014
date of value) (see “–Appraisal and Methodology” below), as set forth by development status in the table
below.

Table 8
Appraised Value

Development Status Appraised Value
Developed Hilltop $46,320,000
Undeveloped Hilltop 47,480,000
Hillside 33,850,000

TOTAL $127,650,000

Direct and Overlapping Debt Burden. The direct and overlapping debt obligations (other than
the Bonds and the Prior Bonds) of local agencies affecting the property in the District as of July 1, 2014
are show in the following table. The table was prepared by California Municipal Statistics, Inc., and is
included for general information purpose only. The Successor Agency has not reviewed this report for
completeness or accuracy and makes no representation in connection therewith.

Table 9
Direct and Overlapping Governmental Obligations†

Direct and Overlapping Tax and Assessment Debt

Percent of
Assessed
Value of

Overlapping
District

within the
District

Total Debt
Outstanding

Share of
Overlapping

Debt
Outstanding

within the
District

City and County General Obligation Bonds 0.021% $1,938,083,783 $408,315
San Francisco Unified School District General Obligation Bonds 0.021 818,130,000 172,363
San Francisco Community College District General Obligation Bonds 0.021 328,550,000 69,219
Bay Area Rapid Transit District General Obligation Bonds 0.007 648,275,000 44,315

TOTAL $694,212
______________
† Excludes the Bonds.
Source: California Municipal Statistics, Inc.



Value-to-Debt Burden Ratio. Based upon a principal amount of Bonds of $36,445,000, the overall value-to-debt burden ratio for the District
is 3.50:1.

Table 10
Value-to-Debt Burden Analysis

Units
Value Per

Unit(1)

Total
Appraised

Value

Fiscal Year
2014-15

Expected
Maximum

Special Tax
Bond Principal

Allocation(2)
Value-to-Debt

Burden(3)

% of Share of
Maximum

Special Taxes
Developed Hilltop 247 $187,530 $46,320,000 $884,786 $7,950,968 5.83:1 22%
Undeveloped Hilltop 458 103,668 47,480,000 1,693,239 15,215,986 3.12:1 42
Hillside (Undeveloped) 374 90,508 33,850,000 1,477,584 13,278,046 2.55:1 36

Total 1,079 $127,650,000 $4,055,609 $36,445,000 3.50:1 100%
____________
(1) Based on June 13, 2014 Appraisal prepared by Seevers • Jordan • Ziegenmeyer.
(2) The principal of the Bonds was allocated to parcels based upon each parcel’s share of the Maximum Special Tax.
(3) Excludes all debt secured by ad valorem property taxes. For specifics see “–Direct and Overlapping Debt Burden” above.
Source: Goodwin Consulting Group, Inc.
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Assessed Values. The aggregate assessed value of real property in the District on the 2013-14 tax
roll was $3,270,809, with an assessed value of improvements of $32,661,411 for a total assessed value of
$35,932,220.

Appraisal and Methodology. The following is a summary of certain provisions of the Appraisal,
which should be read in conjunction with the full text of the Appraisal attached as Appendix F. The City
makes no representation as to the accuracy or completeness of the Appraisal.

The Appraisal. An appraisal of the Taxable Property within the District dated June 9, 2014 (the
“Appraisal”), was prepared by Seevers • Jordan • Ziegenmeyer (the “Appraiser”) in connection with
issuance of the Bonds. The purpose of the Appraisal was to estimate the market value of the fee simple
estate of the property within the District that is subject to the Special Tax, i.e., the “Taxable Property” as
defined in the Rate and Method, as of May 30, 2014.

Conditions and Assumptions. The Appraisal was based on certain assumptions and limiting
conditions set forth in Appendix B, including the following:

• The Appraisal assumes a sale after reasonable exposure in a competitive market under
conditions required for a fair sale.

• The Appraiser assumed no adverse soil conditions, toxic substances or other
environmental hazards that may interfere with or inhibit development of the subject
property.

• The Appraiser relied on development cost and fee information provided by the Master
Developer. The Appraisal notes that these costs could change and that the Appraiser
assumed the accuracy of the Master Developer’s cost information.

• The Appraisal values the subject property in its “as is” condition.

Valuation Methods. The Appraiser used a land residual analysis (discounted cash flow analysis),
which is summarized below, to estimate the value of the Taxable Property in the District owned by the
Master Developer, by subdivision (Hilltop and Hillside) and by development status (unimproved and
under development) and used the sales comparison approach (described below) to support the residual
land value estimates of the Taxable Property in the District. In the land residual analysis, the Appraiser
assumed the property would sell in a single bulk transaction. Please see Appendix F for a complete
description of each approach to value.

Discounted Cash Flow Analysis. A discounted cash flow analysis is a procedure in which a
discount rate is applied to a projected revenue stream generated from the sale of individual components of
a project. As noted above, the Appraiser used the discounted cash flow analysis to estimate the value of
Taxable Property owned by the Master Developer. The following paragraphs briefly summarize the
various components of the discounted cash flow analysis.

Revenue: The revenue consists of the retail value of completed single-family residences
on each Block within each subdivision (705 units in Hilltop and 374 units in Hillside). As
described, Blocks 50, 51, 53 and 54 (247 units) of the Hilltop subdivision are presently under
construction with vertical improvements and are analyzed separately from the balance of the
Hilltop subdivision (458 units). The Appraiser identified several sales of residential condominium
units in surrounding neighborhoods for comparison to the subject property, all of which occurred
since January 2014. See Appendix F for further information about the comparable residential unit
sales. The Appraiser concluded that the available sales comparison data was sufficient for the
purpose of valuing the subject property’s proposed, average residential units within each Block
and pertinent to the valuation of the subject’s residual land value.
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Absorption Period: The Appraiser surveyed both the master developer and considered the
marketing times for similar residential condominium sales in the market and concluded a sell-off
of the subject property’s 1,079 residential units over a 33-month period is reasonable in light of
the unique and favorable market position of the Taxable Property.

Direct and Indirect Construction Costs: The Appraiser deducted the costs to complete the
proposed residential units as part of the land residual analysis, with costs provided by the Master
Developer, with consideration for increases in construction costs since the initial cost budgets
were prepared.

Remaining Expenses: The Appraisal considers the improvements in place on the Taxable
Property owned by the Master Developer and affiliated homebuilders as of the date of value and
deducts the remaining public infrastructure costs of $10,550,749 (Hilltop), which is separated on
a pro rata basis between the partially improved Blocks 50, 51, 53 and 54 and the remaining
unimproved Blocks, and $10,894,840 (Hillside) in the discounted cash flow analysis.

Discount Rate: The Appraisal reports that, based on a national survey of residential,
office and industrial developments by a leading publication in the appraisal industry, internal
rates of return (IRRs) for land development projects free and clear of financing, inclusive of
developer’s profit, and assuming entitlements are in place ranged from 10% to 30%, with an
average of 18.31%, during the fourth quarter of 2013. The Appraisal concludes as follows: “The
subject’s price points are indicative of entry level and move-up housing in the San Francisco area.
In consideration of the subject’s location, physical attributes and profit expectation, along with
the fact vertical construction is underway on four of the Blocks in Phase 1 of the Hilltop
subdivision, an IRR of 25.0% is considered reasonable. With a disposition period of just under
three years for the balance of the Hilltop subdivision (Blocks 1JV, 52JV, 55, 56 and 57), and
considering its location and targeted market segments, an IRR of 20% is considered reasonable.
With fewer developable units, but site development yet to be initiated, an IRR of 24.0% is
considered reasonable for the Hillside subdivision.”

Sales Comparison Approach. The sales comparison approach is based on the premise that the
value of a property is directly related to the prices being generated for comparable, competitive properties
in the marketplace. The Appraiser states in the Appraisal that this approach has broad applicability and is
particularly persuasive when there has been an adequate volume of recent, reliable transactions of similar
properties that indicate value patterns or trends in the market. As noted above, the Appraiser used the
sales comparison approach as a supporting indicator of value derived by the land residual analysis.

Value Estimate. The Appraiser’s estimate of the market value of the property within the District,
as of the May 30, 2014, date of value, is shown in the Table 8–“Appraised Value” above. It is subject to
the various assumptions and conditions set forth in the Appraisal.

Absorption Assumptions Affecting Valuation. A number of assumptions are made in the
discounted cash flow analysis, not the least of which is the forecast of absorption, or disposition, of the
various land use components comprising the subject property. It is common for surveys of market
participants to reveal different estimations of anticipated absorption periods for the sell-off of multiple
components comprising a master planned development, with some developers preferring to hasten the
holding period in favor of mitigating exposures to fluctuations in market conditions; whereas, other
developers prefer to manage the sell-off of the property over an extended period of time so as to minimize
direct competition of product within the master planned project. The Master Developer has projected a
disposition (absorption) period for the sell-off of the proposed units based on investment criteria dictated
by business objectives, which can vary amongst the likely market participants for such projects like
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Hunters Point Shipyard. The projected disposition (absorption) period, trending and pricing estimated in
the appraisal are based on market surveys and conclusions, which can differ slightly from investment
decisions by the Master Developer.

The Master Developer

History. On August 29, 2008, the Original Master Developer transferred its ownership of
property in the District to the Master Developer. Concurrently, the rights and obligations under the
Development Agreement and certain other rights and obligations related to development within the
District were assigned to and assumed by the Master Developer. These transfers were part of the creation
of a joint venture to bring in new strategic and equity partners for development of the Shipyard and other
properties.

The Master Developer was formed on August 27, 2008 for the purpose of acquiring and
developing property in the District. The Master Developer is a subsidiary of The Shipyard Communities,
LLC (“Shipyard Communities”), which is a joint venture between a subsidiary of Lennar Corporation, a
Delaware corporation (“Lennar”), and funds managed by Castlelake, L.P.

Lennar – Lennar, founded in 1954, is headquartered in Miami, Florida. Lennar is publicly traded
under the symbol “LEN” since 1971, and is one of the nation’s largest home builders. Lennar’s home
building operations include the sale and construction of single-family attached and detached homes, as
well as the purchase, development, and sale of residential land directly, and through unconsolidated
entities. Lennar offers its services primarily in 16 states including Arizona, California, Colorado, Florida,
Georgia, Illinois, Maryland, Minnesota, Nevada, New Jersey, North Carolina, Oregon, South Carolina,
Texas, Virginia, and Washington.

Lennar is subject to the informational requirements of the Securities Exchange Act of 1934, as
amended, and in accordance therewith files, reports, proxy statements and other information with the
SEC. Such filings, particularly the Annual Report on Form 10-K and its most recent Quarterly Report on
Form 10-Q, may be inspected and copied at the public reference facilities maintained by the SEC at 450
Fifth Street, N.W., Washington, D.C. 20549 at prescribed rates. Such files can also be accessed over the
internet at the SEC’s website at www.sec.gov. This internet address is included for reference only and
the information on the Internet site is not a part of this Official Statement and is not incorporated by
reference into this Official Statement. No representation is made in this Official Statement as to the
accuracy or adequacy of the information contained on the internet site. Copies of such material can be
obtained from the public reference section of the SEC at prescribed rates. In addition, the aforementioned
material may also be inspected at the office of the NYSE at 20 Broad Street, New York, New York
10005.

Copies of Lennar’s Annual Report and related financial statements, prepared in accordance with
generally accepted accounting standards, are available from Lennar’s website at lennar.com. This internet
address is included for reference only and the information on the Internet site is not a part of this Official
Statement and is not incorporated by reference into this Official Statement. No representation is made in
this Official Statement as to the accuracy or adequacy of the information contained on the internet site.

Lennar, through various subsidiaries and affiliates, is a large developer in California with
numerous divisions throughout the State that have been involved in a variety of development projects,
some with joint venture partners. Like many other real estate developers across the country, Lennar and
its subsidiaries and affiliates were impacted during the downturn in the real estate market commencing in
2007. That downturn resulted in reduced home prices and longer absorption periods and, accordingly,
depressed residual land values in many communities. In addition, tighter restrictions on the availability of
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credit decreased the homebuyer pool. As a result, with respect to certain projects they were developing,
Lennar and certain of its subsidiaries and affiliates: (i) re-evaluated the financial feasibility of certain
wholly-owned projects and the economics of exercising options on certain land and, in some cases,
determined to not exercise such options; (ii) effectuated land sales at reduced prices; and (iii) renegotiated
loan structures that were originally based upon prior land valuations and absorption rates. In connection
with the actions taken due to the market downturn, there were instances when joint ventures in which
Lennar had an interest failed to pay ad valorem property taxes, lost property to a lender’s foreclosure, or
terminated options on the acquisition of property (some of which were in community facilities districts).
Although Lennar and its subsidiaries and affiliates were impacted by the real estate downturn and national
recession, the Master Developer does not believe that the current housing market will have an adverse
impact on the ability of the Master Developer to develop in the District as contemplated by this Official
Statement and to pay, prior to delinquency, any special taxes for which it is responsible.

Castlelake - Castlelake, L.P. (“Castlelake”) is a global institutional alternative investment firm
focused on deep value, asset rich opportunities in dislocated industries. For more information on
Castelake, see their website at castlelake.com. This internet address is included for reference only and
the information on the Internet site is not a part of this Official Statement and is not incorporated by
reference into this Official Statement. No representation is made in this Official Statement as to the
accuracy or adequacy of the information contained on the internet site.

Because ownership of the property in the District may change at any time, and for other reasons,
no assurance can be given that the planned development will occur at all, will occur in a timely manner
or will occur as presently anticipated and described in this Official Statement or that the Master
Developer will continue to own the Taxable Property in the District.

The Master Developer and its owners are not personally liable for payment of the Special Taxes
or the Bonds, and the foregoing information should not be construed to suggest that the Special Taxes or
the Bonds are personal obligations or indebtedness of the Master Developer or its owners, or that the
Master Developer will continue to own the Taxable Property in the District.

(Remainder of this Page Intentionally Left Blank)
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Master Developer’s Development Plan. Pursuant to the Development Agreement, the Master
Developer is required to complete all infrastructure to serve the District, including streets, curbs, gutters,
storm drains, wet and dry utilities, and parks. The anticipated cost of the infrastructure work for the
District is $92.8 million. As of May 1, 2014, the Master Developer has expended approximately
$71.3 million on infrastructure costs and anticipates that an additional $21.4 million will be required to
complete the infrastructure, as shown in Tables 11 and 12 below.

Table 11
Infrastructure Costs

Hilltop

Improvement

Total
Estimated

Cost† Construction Status

Estimated Cost
to Complete as of

May 1, 2014
Planning and Design $17,156,155 Substantially Complete $439,433
Excavation and Grading 16,448,633 Complete 0
Demolition 3,226,729 Substantially Complete 113,244
Special Conditions 4,117,521 Dust Monitoring Required Through

Construction
548,461

Erosion Control 732,725 Required Through Construction 292,500
Sanitary Sewer 1,607,057 Complete 0
Water 2,858,604 Substantially Complete 145,000
Storm Drains 2,755,585 Complete 0
Roadways 4,856,381 Road base complete; asphalt cover

overlay dependent on vertical
deliveries

1,182,405

Utilities 4,424,330 Substantially Complete 165,208
Retaining Walls 315,789 Complete 0
Landscape and Parks 7,939,537 Initial park and streetscape

construction underway
7,664,499

Total for Hillside $66,439,045 $10,550,750
_______________
† Many of the costs incurred for the Project are the subject of single contracts and no distinction is made between the Hilltop

and Hillside portions. Consequently, to show costs for each of the Hilltop and Hillside portions of the Project, the Master
Developer made an allocation of such single-contract costs between Hilltop and Hillside based upon criteria that it
determined was reasonable.
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Table 12
Infrastructure Costs

Hillside

Improvement

Total
Estimated

Cost† Construction Status

Estimated Cost
to Complete as of

May 1, 2014
Planning and Design $5,952,052 Hillside Design Revisions $379,811
Excavation and Grading 5,482,878 Complete 0
Demolition 1,075,576 Substantially Complete 37,748
Special Conditions 1,372,507 Dust Monitoring Required

Throughout Construction
182,820

Erosion Control 244,242 Required Throughout Construction 97,500
Sanitary Sewer 50,062 Installation to begin in 2015 50,062
Water 2,002,231 Partially Installed 1,209,701
Storm Drains 1,221,638 Partially Installed 809,348
Roadways 3,156,525 Installation to begin in 2015 3,130,372
Utilities 2,330,743 Installation to begin in 2015 2,213,012
Retaining Walls 473,683 Substantially Complete 48,989
Landscape and Parks 3,002,128 Installation to begin in 2015 2,735,477

Total for Hillside $26,364,264 $10,894,840
_______________
† Many of the costs incurred for the Project are the subject of single contracts and no distinction is made between the Hilltop

and Hillside portions. Consequently, to show costs for each of the Hilltop and Hillside portions of the Project, the Master
Developer made an allocation of such single-contract costs between Hilltop and Hillside based upon criteria that it
determined was reasonable.

Under the Development Agreement, Master Developer is required to transfer Taxable Property to
“Vertical Developers” that will undertake development of residential units and retail space in accordance
with the vertical development agreement with the Successor Agency for such Taxable Property. Vertical
Developers can be affiliates of Master Developer, third parties that are appropriately capitalized and
experienced, or Community Builders (local developers and builders that have applied to the Successor
Agency for an opportunity to develop certain Taxable Property). See “–Sales of Developable Parcels to
Homebuilders; Vertical Development” below.

The Master Developer has provided a five-year development schedule (Table 13) and a four-year
proposed financing plan (Table 14) to the Successor Agency for inclusion in this Official Statement.
These tables are current estimates of the information provided and are subject to change as development
progresses.
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Table 13
Anticipated Sales/Development Schedule

Block Neighborhood

Projected† Date of
Sales to

Merchant Builders
1 Hilltop 1Q 2015

50 Hilltop 2Q 2013
51 Hilltop 2Q 2013
52 Hilltop 1Q 2015
53 Hilltop 4Q 2013
54 Hilltop 4Q 2013
55 Hilltop 1Q 2015

56/57 Hilltop 3Q 2014

48A Hillside 3Q 2015
48B Hillside 4Q 2015
48C Hillside 3Q 2015
48D Hillside 4Q 2015
48E Hillside 4Q 2015
48F Hillside 4Q 2015
48G Hillside 3Q 2015
48H Hillside 4Q 2015
48I Hillside 4Q 2015
48J Hillside 4Q 2015
48K Hillside 4Q 2015
48L Hillside 4Q 2015
48M Hillside 3Q 2015
48N Hillside 3Q 2015
48O Hillside 3Q 2015

______________
† These dates are estimates only; actual sales dates will be determined by the real estate market and, for Hillside, by the timing

of development of infrastructure improvements.

Master Developer’s Financing Plan. To date, Master Developer has financed construction of
the infrastructure principally through sponsor equity, proceeds of the Prior Bonds, the proceeds of a five
year EB-5 loan made to the Master Developer (which is not secured by property in the District), and
government grants. The Master Developer anticipates that it will cost approximately $21.4 million to
complete the remaining required infrastructure for the District. Master Developer anticipates that it will
use EB-5 loan proceeds, as well as distributed and recontributed proceeds from land and home sales to
third parties for further development of the infrastructure on the Hilltop and Hillside, as described below
and if needed, sponsor equity. The Master Developer does not expect to require a capital call on the
members of Shipyard Communities to fund the remaining infrastructure costs on Hilltop and Hillside.
However, if such sponsor equity is required, the Master Developer expects that it would originate from
Lennar.

The Immigrant Investor Program, also known as “EB-5,” was established by Congress in 1990 to
stimulate the U.S. economy through job creation and capital investment by foreign investors. The
program is administered by the U.S. Citizenship and Immigration Services and grants a foreign investor
permanent U.S. resident status, a “green card,” if he or she makes certain investments qualifying in
amount and job creation.
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The Homebuilders’ Financing Plans. The costs to build homes on the lots owned by the
homebuilders and their respective financing plans are set forth below:

Block 50. As of May 1, 2014, HPS1 Block 50, LLC, has expended approximately
$4.5 million on construction of its planned 25 units. HPS1 Block 50, LLC anticipates that it will
cost approximately $7.5 million to complete the construction, marketing, and selling of the
25 homes in Block 50. To date, HPS1 Block 50, LLC has financed construction of the residential
units on Block 50 through sponsor equity and a related debt facility (i.e., funds derived from an
EB-5 loan (described below) made to a parent of HPS1 Block 50, LLC; the five-year loan is not
secured by property in the District). HPS1 Block 50, LLC anticipates that it will use similar
financing sources for the remaining costs to develop Block 50.

Block 51. As of May 1, 2014, HPS1 Block 51, LLC, has expended approximately
$7.5 million on construction of its planned 63 units. HPS1 Block 51, LLC anticipates that it will
cost approximately $15 million to complete the construction, marketing, and selling of the
63 homes in Block 51. To date, HPS1 Block 51, LLC has financed construction of the residential
units on Block 51 through sponsor equity and a related debt facility (i.e., funds derived from an
EB-5 loan (described below) made to a parent of HPS1 Block 51, LLC; the five-year loan is not
secured by property in the District). HPS1 Block 51, LLC anticipates that it will use similar
financing sources for remaining costs to developer Block 51.

Block 53. As of May 1, 2014, HPS1 Block 53, LLC, has expended approximately
$3 million on construction of its planned 93 units. HPS1 Block 53, LLC anticipates that it will
cost approximately $41 million to complete the construction, marketing, and selling of the
93 homes in Block 53. To date, HPS1 Block 53, LLC has financed construction of the residential
units on Block 53 through sponsor equity (including funds derived from an EB-5 loan (described
below) made to a parent of HPS1 Block 53, LLC; the five-year loan is not secured by property in
the District) and up to $17,432,112 of the $30 million East West Bank Loan (the “Block 53
Loan”). The Block 53 Loan has an outstanding balance of $2,213,968.41 (as of April 29, 2014).
The Block 53 Loan is secured by a deed of trust on the property owned by HPS1 Block 53, LLC
in the District and on the Hillside property owned in the District by Master Developer. The deed
of trust on the Hillside property will be released on completion of the new homes on Block 53
and the deed of trust on Block 53 will be partially released in conjunction with the sale of a home
in Block 53 to a homebuyer. The maturity date of the Block 53 Loan is December 16, 2018.

The Block 53 Loan is in good standing as of July 1, 2014.

HPS1 Block 53, LLC anticipates that it will use financing sources similar to those used
for the costs incurred to date for the remaining costs to develop Block 53.

Block 54. As of May 1, 2014, HPS1 Block 54, LLC, has expended approximately
$2.5 million on construction of its planned 66 units. HPS1 Block 54, LLC anticipates that it will
cost approximately $30 million to complete the construction, marketing, and selling of the 66
homes in Block 54. To date, HPS1 Block 54, LLC has financed construction of the residential
units on Block 54 through sponsor equity and a related debt facility (i.e., funds derived from an
EB-5 loan (described below) made to a parent of HPS1 Block 53, LLC; the five-year loan is not
secured by property in the District) up to $12,567,888 of the $30 million East West Bank Loan
(the “Block 54 Loan”). The Block 54 Loan has an outstanding balance of $1,586,726.67 (as of
April 29, 2014). The Block 54 Loan is secured by a deed of trust on the property owned by HPS1
Block 54, LLC in the District and on the Hillside property owned in the District by Master
Developer. The deed of trust on the Hillside property will be released on completion of the new
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homes on Block 54 and the deed of trust on Block 54 will be partially released in conjunction
with the sale of a home in Block 54 to a homebuyer. The maturity date of the Block 54 Loan is
December 16, 2018.

The Block 54 Loan is in good standing as of July 1, 2014.

HPS1 Block 54, LLC anticipates that it will use financing sources similar to those used
for the costs incurred to date for the remaining costs to develop Block 54.

An EB-5 Loan (separate from the EB-5 Loan granted to the Master Developer) has been made to
the parent company of the builders in Blocks 50, 51, 53, and 54 in the total amount of $50 million. The
proceeds of this loan may be used to pay for the costs of vertical development associated with
development of property in Blocks 50, 51, 53, and 54. This EB-5 loan is made with proceeds obtained
from individual investors in the applicable EB-5 lender. The United States Citizenship and Immigration
Services (“USCIS”) must approve each individual investor. The USCIS process is ongoing for various
applicants and no guarantee can be made that the applicants will be approved by USCIS, and therefore no
guarantee can be made that the full amount of the loan will be funded to the applicable borrower and, if
funded, that if the investor is subsequently denied that the loan proceeds advanced to the borrower in
respect of such investor will not have to be returned by the borrower. As of June 1, 2014, approximately
$3 million under this EB-5 loan has been funded. The loan is a five-year unsecured loan.

For each of Blocks 50, 51, 53, and 54, no assurance can be given that the sources of financing
available to the homebuilders described above will be sufficient to complete property development in
their respective blocks as currently anticipated and as described in this Official Statement. While the
homebuilders have made such internal and external financing available in the past, there can be no
assurance whatsoever of their willingness or ability to do so in the future. The homebuilders have no
legal obligation of any kind to make any internal funds or proceeds of lot sales available or obtain loans.
Other than pointing out the willingness of the homebuilders to provide internal financing in the past,
neither the Master Developer nor the homebuilders have represented in any way that they will do so in
the future.

The Development Agreement

This brief summary of certain provisions of the Development Agreement is subject in all respects
to the full text thereof, which is available upon request to the Successor Agency. The Development
Agreement and all amendments thereto are available at the following website:
http://www.sfredevelopment.org/index.aspx?page=160. This internet address is included for reference
only and the information on the Internet site is not a part of this Official Statement and is not
incorporated by reference into this Official Statement. No representation is made in this Official
Statement as to the accuracy or adequacy of the information contained on the internet site.

General. The real property within the District is subject to the terms and provisions of the
Disposition and Development Agreement Hunters Point Shipyard Phase 1 dated as of December 2, 2003,
as amended (the “Development Agreement”), originally by and between the Former Agency and the
Original Master Developer. The rights and obligations of the Original Master Developer under the
Development Agreement were transferred to, and assumed by, the Master Developer as of August 29,
2008 with the consent of the Former Agency. The Successor Agency succeeded, by operation of law, to
the Former Agency’s rights and obligations under the Development Agreement, without the necessity for
any assignment or other action on the part of any person. Pursuant to the Development Agreement, the
Master Developer is obligated to construct the infrastructure required for development to proceed within
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the District, in accordance with the Development Agreement, including with its infrastructure plan,
schedule of performance and transportation management plan.

The Development Agreement addresses only Parcel A out of the seven primary parcels (A
through G) intended to be conveyed by the United States of America, acting through the Department of
the Navy (the “Navy”) to the Former Agency or the Successor Agency, as applicable. Parcel A comprises
the District. The Successor Agency and an affiliate of Master Developer are parties to a separate
Disposition and Development Agreement for Parcels B through G (and other portions of the Shipyard not
subject to the Development Agreement) and portions of the adjacent Candlestick Point. The entirety of
the Shipyard is intended to be developed in accordance with the Redevelopment Plan for the Project Area.

The Development Agreement has been amended from time to time to reflect changes in the
development plan for the District and changes to certain business terms between the Master Developer
(and the Original Master Developer) and the Successor Agency. The most recent amendment is the Sixth
Amendment dated as of December 12, 2012 (pursuant to which, among other things, the 50% BMR Units
previously anticipated to be developed by the homebuilders were consolidated on Block 49 for
development by the Successor Agency). The Successor Agency and the Master Developer may amend
the Development Agreement in the future as development proceeds in the District. Such amendments
may include swapping one or more Agency Housing Parcels for market-rate parcels, which is being
considered for Hillside. The Rate and Method has provisions that allow the swapping of such parcels.

Nature of Obligation. The Development Agreement is recorded in the real property records of
the City and is intended to be an obligation that is binding upon future property owners, whether such
owners acquire by purchase, foreclosure or otherwise, except as otherwise provided therein (e.g., the
Development Agreement is anticipated to be released upon transfer of a Taxable Property to the
applicable homebuilder and execution of a Vertical Development Agreement, as described below).

The lien created by the Development Agreement will be released with respect to developable
parcels transferred to homebuilders. See “–Sales of Developable Parcels to Homebuilders: Vertical
Development” below.

Security for Master Developer’s Obligations. Shipyard Communities has given a guaranty to the
Successor Agency of all of the Master Developer’s obligations under the Development Agreement,
including Master Developer’s obligations thereunder to complete the infrastructure in the District.
Shipyard Communities’ maximum liability under such guaranty is $5,000,000 (not including costs of
collection described therein), with such cap increasing automatically by 10% upon each five year
anniversary of June 3, 2010.

In addition, in connection with the City’s approval of final maps for the Hilltop and the Hillside
neighborhoods and in accordance with the Development Agreement and state law, the Master Developer
was required to assure lien-free completion of the infrastructure in the District. This requirement is set
forth and more particularly described in the Hunters Point Shipyard Phase 1 Public Improvement
Agreement (as amended, the “Public Improvement Agreement”) dated as of July 21, 2009 entered into by
the Master Developer, the City, and the Agency. Pursuant to the Public Improvement Agreement and the
Development Agreement, the Master Developer was required to provide to the City and the Former
Agency certain Performance Bonds and Labor and Material Bonds in an amount collectively equal to
125% of the estimated cost (determined in 2009) of completing the infrastructure under the Development
Agreement (the “Infrastructure Completion Bonds”). As of June 1, 2014, the aggregate penal sum under
the Infrastructure Completion Bonds delivered to the City and the Successor Agency is approximately
$22,136,668.17.
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Sales of Developable Parcels to Homebuilders; Vertical Development

General. The Development Agreement contemplates that the sale of developable parcels will be
sold to homebuilders, which may include affiliates of the Master Developer, to construct vertical
improvements thereon. The Development Agreement sets forth conditions for such transfers, including
minimum purchase prices established by appraisal.

The Development Agreement requires that 30% of the developable parcels available to affiliates
of the Master Developer be made available for participation by community builders selected under the
Development Agreement through a selection process that includes the Master Developer and the
Successor Agency. A community builder may participate in the development of certain parcels as a
separate homebuilder, in a joint venture with the Master Developer or its affiliates or as a fee developer
engaged by the applicable homebuilder. As of June 1, 2014, community builders are participating in the
development of a portion of Blocks 53 and 54 as fee developers and community builders for Blocks 1
and 52 are in discussions with Master Developer regarding the participation model of the applicable
community builder with respect to such Blocks. Parcels transferred to community builders are subject to
the same Special Taxes and other requirements of the Development Agreement as other parcels.

Any transferee of parcels for vertical development is required to enter into a Vertical Disposition
and Development Agreement with the Successor Agency with provisions prescribed by the Development
Agreement (a “Vertical Development Agreement”). Each Vertical Development Agreement must, among
other things, provide for the creation and, maintenance of any open space applicable to the transferred
property and the provision and identification of affordable units required for such parcels.

Upon execution of a Vertical Development Agreement, the Development Agreement shall be
modified to exclude the transferred parcels from the requirements thereof and the Successor Agency is
required to release Master Developer from liability under the Development Agreement with respect to
such property (other than indemnification provisions and certain provisions intended to survive such
transfer).

Each Vertical Development Agreement includes a schedule of performance for commencement
and completion of the improvements to be built thereon.

Each Vertical Development Agreement is to be released in connection with completion of the
improvements to be built thereunder (other than certain provisions intended to survive).

Application of Proceeds of Parcel Sales. Proceeds from the sale of parcels in the District must be
applied in the following order of priority: (i) to the Master Developer, certain amounts reimbursing the
Master Developer for certain amounts advanced and for a designated rate of return; (ii) all amounts to the
community benefits fund established under the Development Agreement until the amount therein reaches
a specified level; and (iii) 50% of any remaining amount to each of the Master Developer and the
Successor Agency.

Defaults by Master Developer. The Development Agreement sets forth certain events or
circumstances that constitute an event of default thereunder, including, but not limited to transferring or
allowing use of any parcels not permitted thereunder, failure to pay real estate taxes and assessments,
failure to perform certain construction related activities within the permitted time frames, breach of
certain related agreements, and any default in any guaranty of the Master Developer’s obligations
thereunder.
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Remedies. Upon the occurrence and continuance of an event of default, the Successor Agency, in
addition to all remedies available at law, may terminate the Development Agreement, seek liquidated
damages, seek specific performance by the Master Developer of its obligations thereunder.

Environmental Matters and Hazardous Substances

The District is located on Parcel A of the Shipyard which was closed in 1974. The historical use
of Parcel A was non-industrial and primarily residential. In 1989, the United States Environmental
Protection Agency (USEPA) listed the Shipyard on the National Priorities List, commonly known as
“Superfund.” In 1999, Parcel A was “delisted” from the Superfund list based on the USEPA’s
determination that no further environmental remediation was needed for this site. In 2004, the Navy
issued, and the USEPA, the Department of Toxic Substances Control (“DTSC”), and the Regional Water
Quality Control Board (“RWQCB”) concurred in a Finding of Suitability to Transfer for residential use
for Parcel A, agreeing that the Navy has taken all remedial actions necessary to protect human health and
the environment at Parcel A, and that none of the environmental conditions on adjacent parcels of the
Shipyard rendered Parcel A unsuitable for residential use.

Neither the Successor Agency nor the Master Developer is aware of any existing environment
contamination within the District that would delay development or cause development within the District
not to occur as currently planned.

Utilities

It is expected that utility services for the Taxable Property in the District will be provided by the
following:

• Water: San Francisco Public Utilities Commission
• Sanitary Sewer: San Francisco Public Utilities Commission
• Stormwater Drainage: San Francisco Public Utilities Commission
• Electricity: San Francisco Public Utilities Commission
• Waste Disposal: Recology, San Francisco

(Remainder of this Page Intentionally Left Blank)



Overlapping Taxes, Charges and Assessments

The base tax rate on property in the District is 1.0%. However, property in the District is also subject, or will be subject, to additional
annual charges and assessments (which are billed to property owners on a semi-annual basis). The following table shows tax bill amounts for a
representative sampling of property types in the District.

Table 18
Hypothetical Single Family Residential Tax Bill

Hilltop(3) Hillside(4)

Estimated Assessed Valuation and Property Taxes Tax Rate
MRU(5)

1,016 SF
BMR(6) 80
1,014 SF

MRU
1,155 SF

BMR 80
1,154 SF

Estimated Average Home Price(1) $601,167 $244,800 $620,490 $244,800
Less: Homeowners Exemptions ($7,000) ($7,000) ($7,000) ($7,000)
Estimated Net Assessed Value $594,167 $237,800 $613,490 $237,800

Ad Valorem Property Taxes
General Purpose 1.0000% $5,942 $2,378 $6,135 $2,378
Debt Service Fund 0.1195 710 284 733 284
San Francisco Unified School District 0.0429 255 102 263 102
San Francisco Community College District 0.0181 108 43 111 43
Bay Area Rapid Transit District 0.0075 45 18 46 18

Total AD Valorem Property Taxes and Overrides 1.188% $7,059 $2,825 $7,288 $2,825

Assessments, Special Taxes, and Parcel Charges(2)

SFUSD Facilities District $34 $34 $34 $34
SFCCD Parcel Tax 79 79 79 79
SF-Teacher Support 220 220 220 220
CFD No. 7 Maximum Special Tax 3,939 834 4,272 1,028
CFD No. 8 Maximum Special Tax 1,451 291 1,564 364

Total Assessments, Special Taxes, and Parcel Charges $5,722 $1,458 $6,168 $1,725

Total Projected Annual Taxes and Assessments $12,781 $4,283 $13,456 $4,550

Projected Total Effective Tax Rate (as % of Assessed Value) 2.15% 1.80% 2.19% 1.91%
_______________
(1) Based on sales price information from the June 13, 2014 Appraisal prepared by Seevers Jordan Ziegenmeyer.
(2) Based on a sample tax bill from the County Tax Collector’s website.
(3) Assumes one bedroom unit, based on average unit size and sales price from the Appraisal.
(4) Assumes two bedroom unit, based on average unit size and sales price from the Appraisal.
(5) “MRU” means Market Rate Unit.
(6) “BMR” means Below Market Rate Unit.
Sources: San Francisco County Tax Collector's Office; Goodwin Consulting Group, Inc.

5
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Community Facilities District No. 8

The District boundaries are coterminous with the boundaries of the Redevelopment Agency of the
City and County of San Francisco Community Facilities District No. 8 (Hunters Point Shipyard Phase
One Maintenance) (“CFD No. 8”). Within CFD No. 8, a special tax is levied on all taxable property
therein for ongoing maintenance of the improvements and open space serving the Hilltop and Hillside
subdivisions. Following are the maximum special tax rates for CFD No. 8:

Incremental
Base Special Tax Special Tax

Land Use Fiscal Year 2013-14† Fiscal Year 2013-14†

Market Rate Units $628 per unit $0.81 per square foot
Required BMR 80% Units $218 per unit $73 per bedroom
Required BMR 50% Units $97 per unit $33 per bedroom
Agency Affordable Housing Units $218 per unit N/A
Non-Residential Property N/A $0.82 per square foot
_______________
† Beginning July 1, 2014 and each July 1 thereafter, the amounts shown above shall be increased by the lesser of (i) the

percentage increase if any, in the Consumer Price Index (San Francisco-Oakland-San Jose, all urban consumers) since the
prior July 1, and (ii) five and one-half percent (5 1/2%) of the amount in affect in the prior Fiscal Year. Therefore, Fiscal
Year 2014-15 rates cannot yet be determined.

Special Tax Administration

Goodwin Consulting Group, Inc., Sacramento, California (“Goodwin”), has been retained by the
Successor Agency to assist in the administration of the Special Tax calculations for the District. Goodwin
provides special assessment district and community facilities district administration services for numerous
California government entities. Goodwin currently provides administration services for all community
facilities district which have been formed by the Successor Agency.

SPECIAL RISK FACTORS

The following is a description of certain risk factors affecting the District, the property owners in
the District, the parcels subject to the levy of Special Taxes and the payment of and security for the
Bonds. The following discussion of risks is not meant to be a complete list of the risks associated with the
purchase of the 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 investment quality of the Bonds. There can be no assurance that other
risk factors will not become material in the future.

Concentration of Property Ownership

Failure of the Master Developer or any other significant owner of Taxable Property to pay the
annual Special Taxes when due could result in the rapid, total depletion of the Reserve Fund prior to
replenishment from the resale of the property upon a foreclosure or otherwise or prior to delinquency
redemption after a foreclosure sale, if any. In that event, there could be a default in payments of the
principal of and interest on the Bonds.

A significant landowner may be more likely to default in the payment of Special Taxes on
undeveloped real property.
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See “THE DISTRICT” for information about property ownership and the status of development in
the District.

Payment of the Special Taxes is not a Personal Obligation

The owners of the Taxable Property in the District are not personally obligated to pay the Special
Taxes. Rather, the Special Taxes are an obligation that is secured only by a lien against the Taxable
Property on which it is levied. If the value of a Taxable Property is not sufficient to secure fully the
payment of the Special Taxes, the Successor Agency has no recourse against the owner of the Taxable
Property.

There is no assurance that the current owner or any subsequent owners of the Taxable Property in
the District have the ability to pay the Special Taxes or that, even if they have the ability, they will choose
to pay such taxes. Neither the Successor Agency nor any owner of the Bonds will have the ability at any
time to seek payment directly from the owners of Taxable Property within the District of the Special
Taxes or the principal or interest on the Bonds, or the ability to control who becomes a subsequent owner
of any property within the District.

Property Value

If an owner of Taxable Property defaults in the payment of the Special Taxes, the only legal
remedy is the institution of a superior court action to foreclose on the delinquent taxable parcel in an
attempt to obtain funds with which to pay the Special Taxes. The value of the Taxable Property in the
District could be adversely affected by economic factors beyond the Successor Agency’s control,
including, without limitation, (i) adverse changes in local market conditions, such as changes in the
market value of real property in the vicinity of the District, the supply of or demand for competitive
properties in such area, and the market value of property in the event of sale or foreclosure; (ii) 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
(iii) natural disasters (including, without limitation, tsunamis, sea level rise, earthquakes and floods),
which may result in uninsured losses. See “–Natural Disasters.”

Based on the Appraisal and assuming bond indebtedness is allocated based on a parcel’s share of
the Maximum Special Taxes which would be levied within the District, a significant number of the
parcels of Taxable Property within the District have a value-to-debt burden ratio of less than 3:1. See
“PLAN OF FINANCE” and “THE District–Property Valuation–Value-to-Debt Burden Ratio.” No assurances
can be given that any Taxable Property with delinquent Special Taxes and subject to a judicial foreclosure
sale will be sold or, if sold, that the proceeds of such sale will be sufficient to pay the delinquent Special
Taxes installment. Although the Act authorizes the Successor Agency to cause such an action to be
commenced and diligently pursued to completion, the Act does not specify any obligation of the
Successor Agency with regard to purchasing or otherwise acquiring any lot or parcel of property sold at
the foreclosure sale in any such action if there is no other purchaser at such sale. The Successor Agency is
not obligated and does not expect to be a bidder at any such foreclosure sale. See “–Proceeds of
Foreclosure Sales.”

Exempt Properties

General. Certain properties are exempt from the Special Taxes in accordance with the Rate and
Method. In addition, the Act provides that properties or entities of the state, federal or local government
are exempt from the Special Taxes; provided, however, that property within the District acquired by a
public entity through a negotiated transaction, or by gift or devise, that is not otherwise exempt from the
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Special Taxes, will continue to be subject to the Special Taxes. It is possible that property acquired by a
public entity following a tax sale or foreclosure based upon failure to pay taxes could become exempt
from the Special Taxes. In addition, the Act provides that if property subject to the Special Taxes is
acquired by a public entity through eminent domain proceedings, the obligation to pay the Special Taxes
with respect to that property, for outstanding Bonds only, is to be treated as if it were a special
assessment. The constitutionality and operation of these provisions of the Act have not been tested. See
“SECURITY AND SOURCES OF PAYMENT FOR THE BONDS–Special Taxes.”

In particular, insofar as the Act requires payment of the Special Taxes by a federal entity
acquiring property within the District, it may be unconstitutional. If for any reason property within the
District becomes exempt from taxation by reason of ownership by a nontaxable entity such as the federal
government or another public agency, subject to the limitation of the maximum rate, the Special Taxes
will be reallocated to the remaining Taxable Property within the District. This would result in the owners
of such property paying a greater amount of the Special Taxes and could have an adverse impact upon the
timely payment of the Special Taxes. Moreover, if a substantial portion of land within the District
becomes exempt from the Special Taxes because of public ownership, or otherwise, the maximum rate
that could be levied upon the remaining Taxable Property might not be sufficient to pay principal of and
interest on the Bonds when due and a default would occur with respect to the payment of such principal
and interest.

Parity Taxes and Special Assessments

The Special Taxes and any penalties thereon will constitute liens against the Taxable Property in
the District until they are paid. Such lien is on a parity with all special taxes and special assessments
levied by other agencies and is coequal to and independent of the lien for general property taxes
regardless of when they are imposed upon the taxable parcel. The Special Taxes have priority over all
existing and future private liens imposed on the property. The Successor Agency, however, has no control
over the ability of other entities and districts to issue indebtedness secured by special taxes or assessments
payable from all or a portion of the Taxable Property within the District. In addition, the landowners
within the District may, without the consent or knowledge of the District, petition other public agencies to
issue public indebtedness secured by special taxes or assessments, and any such special taxes or
assessments may have a lien on such property on a parity with the Special Taxes. The imposition of
additional indebtedness could reduce the willingness and the ability of the owners of Taxable Property
within the District to pay the Special Taxes when due.

Insufficiency of Special Taxes

In order to pay debt service on the Bonds, it is necessary that the Special Taxes levied against
Taxable Property within the District be paid in a timely manner. The Successor Agency has established
the Reserve Fund in an amount equal to the Reserve Requirement to pay debt service on the Bonds and
any Parity Bonds to the extent Special Taxes are not paid on time and other funds are not available. See
“SECURITY AND SOURCES OF PAYMENT FOR THE BONDS–Reserve Fund” and APPENDIX A–“SUMMARY

OF THE FISCAL AGENT AGREEMENT.” Under the Fiscal Agent Agreement, the Successor Agency has
covenanted to maintain in the Reserve Fund an amount equal to the Reserve Requirement; subject,
however, to the limitations that (i) the Successor Agency may not levy the Special Taxes in any fiscal
year at a rate in excess of the maximum Special Taxes rates permitted under the Rate and Method and (ii)
per the Rate and Method, at no time will Special Taxes levied on property in residential use be increased
by more than 10% of the amount levied in the prior Fiscal Year due to delinquencies or defaults of other
property owners in the District. See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS–Special
Taxes.”
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Clause (ii) of the preceding sentence is included in the Rate and Method by reason of
Government Code Section 53321(d), which provides that in the case of any special tax to pay for public
facilities and to be levied against any parcel used for private residential purposes, under no circumstances
will the special tax levied in any fiscal year against a private residential parcel be increased as a
consequence of delinquency or default by the owner or owners of any other parcel or parcels within the
District by more than 10% above the amount that would have been levied in that fiscal year had there
never been any such delinquencies or defaults. Accordingly, if Special Taxes are levied at less than the
Maximum Special Tax rate on private developed residential property, the Successor Agency may not be
able to receive the debt service coverage shown on Table 6.

The Successor Agency has made certain covenants regarding the institution of foreclosure
proceedings to sell any property with delinquent Special Taxes in order to obtain funds to pay debt
service on the Bonds. See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS–Covenant for
Superior Court Foreclosure.” If foreclosure proceedings were ever instituted, any mortgage or deed of
trust holder could, but would not be required to, advance the amount of delinquent Special Taxes to
protect its security interest.

Tax Delinquencies

Under provisions of the Act, the Special Taxes, from which funds necessary for the payment of
principal of, and interest on, the Bonds are derived, currently are being billed to the Taxable Property
within the District on the regular ad valorem real property tax bills sent to owners of the parcels. Such
Special Tax installments are due and payable, and bear the same penalties and interest for non-payment,
as do regular property tax installments. Special Tax installment payments cannot be made separately from
property tax payments. Therefore, the unwillingness or inability of an owner of Taxable Property to pay
regular property tax bills as evidenced by property tax delinquencies may also indicate an unwillingness
or inability to make regular property tax payments and Special Tax installment payments in the future.
See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS–Reserve Fund” and “–Covenant for
Superior Court Foreclosure” for a discussion of the provisions which apply, and procedures which the
Successor Agency is obligated to follow under the Fiscal Agent Agreement, in the event of delinquency
in the payment of Special Tax installments. See also “THE DISTRICT” for historical Special Tax
delinquency history.

Adjustable Rate and Non-Conventional Mortgages

Since the end of 2002, many individuals financed the purchase of new homes using loans with
little or no down payment and with adjustable interest rates that start low and are subject to being reset at
higher rates on a specified date or upon the occurrence of specified conditions. Many of these loans allow
the borrower to pay interest only for an initial period, in some cases up to 10 years. The post-2008 period
has shown that interest rate resets on adjustable rate loans can lead to defaults in loan payments, property
tax delinquencies and declines in property values. These conditions have been aggravated since 2008 by
high levels of unemployment.

Homeowners in the District that purchase their homes with adjustable rate and non-conventional
loans with no or low down payments may experience difficulty in making their loan payments due to
automatic mortgage rate increases and rising interest rates. This could result in an increase in the Special
Tax delinquency rates in the District and draws on the Reserve Fund. If there were significant
delinquencies in Special Tax collections in the District and the Reserve Fund were fully depleted, there
could be a default in the payment of principal of and interest on the Bonds.
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If mortgage loan defaults increase, bankruptcy filings by such homeowners could also increase.
Bankruptcy filings by homeowners with delinquent Special Taxes would delay the commencement and
completion of foreclosure proceedings to collect delinquent Special Taxes. See “–Bankruptcy Delays.”

Bankruptcy Delays

The payment of the Special Tax and the ability of the Successor Agency to commence a superior
court action to foreclose the lien of a delinquent unpaid Special Tax, as discussed in “SECURITY AND

SOURCES OF PAYMENT FOR THE BONDS,” may be limited by bankruptcy, insolvency or other laws
generally affecting creditors’ rights or by the laws of the State of California relating to judicial
foreclosure. Any legal opinion to be delivered concurrently with the delivery of the Bonds (including
Bond Counsel’s approving legal opinion) will be qualified as to the enforceability of the various legal
instruments by bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting
creditors’ rights, by the application of equitable principles and by the exercise of judicial discretion in
appropriate cases.

Although bankruptcy proceedings would not cause the Special Taxes to become extinguished,
bankruptcy of an owner of Taxable Property or any other person claiming an interest in the property could
result in a delay in superior court foreclosure proceedings and could result in the possibility of Special
Tax installments not being paid in part or in full. Such a delay would increase the likelihood of a delay or
default in payment of the principal of and interest on the Bonds.

Proceeds of Foreclosure Sales

Pursuant to Section 53356.1 of the Act, in the event of any delinquency in the payment of any
Special Tax, the Successor Agency, may order that the Special Taxes be collected by a superior court
action to foreclose the lien within specified time limits. The Successor Agency has covenanted in the
Fiscal Agent Agreement that it will, under certain circumstances, commence such a foreclosure action.
See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS–Covenant for Superior Court Foreclosure.”

No assurances can be given that a Taxable Property in the District that would be subject to a
judicial foreclosure sale for delinquent Special Taxes will be sold or, if sold, that the proceeds of such sale
will be sufficient to pay the delinquent Special Tax installment. Although the Act authorizes the
Successor Agency to cause such an action to be commenced and diligently pursued to completion, the Act
does not specify any obligation of the Successor Agency with regard to purchasing or otherwise acquiring
any lot or parcel of property sold at the foreclosure sale in any such action if there is no other purchaser at
such sale and the Successor Agency has not in any way agreed nor does it expect to be such a bidder.

In a foreclosure proceeding, a judgment debtor (i.e., the property owner) has 140 days from the
date of service of the notice of levy in which to redeem the property to be sold and may have other
redemption rights afforded by law. If a judgment debtor fails to so redeem and the property is sold, his
only remedy is an action to set aside the sale, which must be brought within 90 days of the date of sale if
the purchaser at the sale was the judgment creditor. If a foreclosure sale is thereby set aside, the judgment
is revived and the judgment creditor is entitled to interest on the revived judgment as if the sale had not
been made.

If foreclosure proceedings were ever instituted, any holder of a mortgage or deed of trust on the
affected property could, but would not be required to, advance the amount of the delinquent Special Tax
installment to protect its security interest.
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In the event such superior court foreclosure or foreclosures are necessary, there could be a delay
in principal and interest payments to the owners of the Bonds pending prosecution of the foreclosure
proceedings and receipt by the District of the proceeds of the foreclosure sale, if any. Judicial foreclosure
actions are subject to the normal delays associated with court cases and may be further slowed by
bankruptcy actions and other factors beyond the control of the Successor Agency, including delay due to
crowded local court calendars or legal tactics and, in any event could take several years to complete. In
particular, bankruptcy proceedings involving an owner of a taxable parcel in the District could cause a
delay, reduction or elimination in the flow of Special Tax Revenues to the Fiscal Agent. See
“–Bankruptcy Delays.”

Much of the real property in the District is substantially undeveloped. See “THE DISTRICT–Status
of Development.” All real property in the District is subject to the terms of the Development Agreement
or a Vertical Development Agreement, each of which requires development in accordance with the
Development Plan set forth therein. See “THE DISTRICT–The Development Agreement.” In addition, the
real property is within the Hunters Point Naval Shipyard Project Area within the Project Area and
development is required to be in compliance therewith. As such, the amounts received upon foreclosure
of such parcels may be below the value which might otherwise be received.

Failure to Complete Development

A substantial portion of the real property in the District is not fully developed with the
infrastructure necessary for vertical development. There is no assurance that the Master Developer or, in
the event of a foreclosure sale for delinquent Special Taxes, a subsequent property owner, will complete
such infrastructure. See “THE DISTRICT–Status of Development.” In such event, ownership of Taxable
Property in the District could remain concentrated. See”–Concentration of Property Ownership” above.

Natural Disasters

Real estate values can be adversely affected by a variety of natural events and conditions,
including earthquakes, tsunamis, sea level rise and floods. The Successor Agency expects that one or
more of these conditions may occur from time to time, and such conditions may result in damage to
property improvements. In addition, certain property within the District may be located on fill material,
which could result in an increase in any damage occurring to property within the District as a result of an
earthquake. Any damage resulting from a natural disaster may entail significant repair or replacement
costs, and repair or replacement may never occur. Under any of these circumstances, the value of real
estate within the District could depreciate substantially and owners of Taxable Property may be less
willing or able to pay Special Taxes.

Earthquake. According to the Community Safety Element of the General Plan of the City and
County of San Francisco (October 2012) (the “Community Safety Element”), a working group of
earthquake scientists formed by the National Earthquake Prediction Evaluation Council concluded in
2008 that there is a 67% likelihood of one or more major earthquakes (magnitude 6.7 or greater and
capable of resulting in substantial damage) occurring in the Bay Area in the next 30 years
(http://earthquake.usgs.gov/regional/nca/ucerf/). This means that a major quake is twice as likely to occur
as it is not to occur.

Flood. According to the Final Supplemental Environmental Impact Report, certain structures and
roadways in the Shipyard, but not including the Taxable Property could be subject to tidal flooding during
the 100-year flood event. Flooding would occur more frequently if sea levels were to rise, as they are
currently expected to do. If sea levels were to rise, groundwater levels in the area could rise
approximately the same amount.
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Sea Level Rise. Sea level rise can lead not only to permanent inundation of land but it can also
expand the 100-year floodplain. Land composed of fill near San Francisco Bay – including property in
Hunters Point -- is at risk for inundation because of low elevation and subsidence over time due to
compaction from buildings and soil desiccation. The Community Safety Element notes that best available
projections for California and the San Francisco Bay Area currently assume 12-18 inches of sea level rise
by 2050 and 21-55 inches of sea level rise by 2100, given current carbon emissions trends, although it
also notes that these projections are likely to change over time as climate science progresses.

Tsunamis. Tsunamis are large waves in the ocean generated by earthquakes, coastal or
submarine landslides, or volcanoes. Damaging tsunamis are not common on the California coast. Most
California tsunami are associated with distant earthquakes (most likely those in Alaska or South America,
and recently in Japan), not with local earthquakes. Devastating tsunamis have not occurred in historic
times in the San Francisco Bay Area. The Community Safety Element states that, because of the lack of
reliable information about the kind of tsunami runups that have occurred in the prehistoric past, there is
considerable uncertainty over the extent of tsunami runup that could occur.

Hazardous Substances

The presence of hazardous substances on a parcel may result in a reduction in the value of a
parcel. In general, the owners and operators of a 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 taxed parcels be affected by a hazardous substance, is to reduce the
marketability and value of the parcel by the costs of remedying the condition, because the purchaser, upon
becoming owner, will become obligated to remedy the condition just as is the seller.

The property in the District was a former Superfund site. However, neither the Successor Agency
nor the Master Developer is aware of any existing environment contamination within the District that
would delay development or cause development within the District not to occur as currently planned. See
“THE DISTRICT–Environmental Matters and Hazardous Substances.”

Disclosure to Future Purchasers

The willingness or ability of an owner of a Taxable Property to pay the Special Tax, even if the
value of the property is sufficient to justify payment, may be affected by whether or not the owner was
given due notice of the Special Tax authorization at the time the owner purchased the parcel, was
informed of the amount of the Special Tax on the parcel should the Special Tax be levied at the maximum
tax rate and, at the time of such a levy, has the ability to pay it as well as pay other expenses and
obligations. The Successor Agency caused a notice of the Special Tax to be recorded in the Office of the
Recorder for the City and County of San Francisco against each parcel in the District. Although title
companies normally refer to such notices in title reports, there can be no guarantee that such reference
will be made or, if made, that a prospective purchaser or lender will consider such Special Tax obligation
when purchasing a property within the District or lending money thereon, as applicable.

California Civil Code Section 1102.6b requires that, in the case of transfers, the seller must at
least make a good faith effort to notify the prospective purchaser of the special tax lien in a format
prescribed by statute. Failure by an owner of the property to comply with the above requirements, or
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failure by a purchaser or lessor to consider or understand the nature and existence of the Special Tax,
could adversely affect the willingness and ability of the purchaser or lessor to pay the Special Tax when
due.

FDIC/Federal Government Interests in Properties

General. The ability of the District to foreclose the lien of delinquent unpaid Special Tax
installments may be limited with regard to Taxable Properties in which the Federal Deposit Insurance
Corporation (the “FDIC”), the Drug Enforcement Agency, the Internal Revenue Service, or other federal
agency has or obtains an interest.

Federal courts have held that, based on the supremacy clause of the United States Constitution, in
the absence of Congressional intent to the contrary, a state or local agency cannot foreclose to collect
delinquent taxes or assessments if foreclosure would impair the federal government interest.

The supremacy clause of the United States Constitution reads as follows: “This Constitution, and
the Laws of the United States which shall be made in Pursuance thereof; and all Treaties made, or which
shall be made, under the Authority of the United States, shall be the supreme Law of the Land; and the
Judges in every State shall be bound thereby, any Thing in the Constitution or Laws of any State to the
contrary notwithstanding.”

This means that, unless Congress has otherwise provided, if a federal governmental entity owns a
parcel that is subject to Special Taxes within the District but does not pay taxes and assessments levied on
the parcel (including Special Taxes), the applicable state and local governments cannot foreclose on the
parcel to collect the delinquent taxes and assessments.

Moreover, unless Congress has otherwise provided, if the federal government has a mortgage
interest in a Taxable Property and the District wishes to foreclose on the parcel as a result of delinquent
Special Taxes, the property cannot be sold at a foreclosure sale unless it can be sold for an amount
sufficient to pay delinquent taxes and assessments on a parity with the Special Taxes and preserve the
federal government’s mortgage interest. In Rust v. Johnson (9th Circuit; 1979) 597 F.2d 174, the United
States Court of Appeal, Ninth Circuit held that the Federal National Mortgage Association (“FNMA”) is a
federal instrumentality for purposes of this doctrine, and not a private entity, and that, as a result, an
exercise of state power over a mortgage interest held by FNMA constitutes an exercise of state power
over property of the United States.

The Successor Agency has not undertaken to determine whether any federal governmental entity
currently has, or is likely to acquire, any interest (including a mortgage interest) in any of the parcels
subject to the Special Taxes within the District, and therefore expresses no view concerning the likelihood
that the risks described above will materialize while the Bonds are outstanding.

FDIC. In the event that any financial institution making any loan which is secured by Taxable
Property within the District is taken over by the FDIC, and prior thereto or thereafter the loan or loans go
into default, resulting in ownership of the property by the FDIC, then the ability of the District to collect
interest and penalties specified by State law and to foreclose the lien of delinquent unpaid Special Taxes
may be limited.

The FDIC’s policy statement regarding the payment of state and local real property taxes (the
“Policy Statement”) provides that property owned by the FDIC is subject to state and local real property
taxes only if those taxes are assessed according to the property’s value, and that the FDIC is immune from
real property taxes assessed on any basis other than property value. According to the Policy Statement,
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the FDIC will pay its property tax obligations when they become due and payable and will pay claims for
delinquent property taxes as promptly as is consistent with sound business practice and the orderly
administration of the institution’s affairs, unless abandonment of the FDIC’s interest in the property is
appropriate. The FDIC will pay claims for interest on delinquent property taxes owed at the rate provided
under state law, to the extent the interest payment obligation is secured by a valid lien. The FDIC will not
pay any amounts in the nature of fines or penalties and will not pay nor recognize liens for such amounts.
If any property taxes (including interest) on FDIC-owned property are secured by a valid lien (in effect
before the property became owned by the FDIC), the FDIC will pay those claims. The Policy Statement
further provides that no property of the FDIC is subject to levy, attachment, garnishment, foreclosure or
sale without the FDIC’s consent. In addition, the FDIC will not permit a lien or security interest held by
the FDIC to be eliminated by foreclosure without the FDIC’s consent.

The Policy Statement states that the FDIC generally will not pay non-ad valorem taxes, including
special assessments, on property in which it has a fee interest unless the amount of tax is fixed at the time
that the FDIC acquires its fee interest in the property, nor will it recognize the validity of any lien to the
extent it purports to secure the payment of any such amounts. Special taxes imposed under the Act and a
special tax formula which determines the special tax due each year are specifically identified in the Policy
Statement as being imposed each year and therefore covered by the FDIC’s federal immunity. The Ninth
Circuit issued a ruling on August 28, 2001 in which it determined that the FDIC, as a federal agency, is
exempt from special taxes.

The Successor Agency is unable to predict what effect the application of the Policy Statement
would have in the event of a delinquency in the payment of Special Taxes on a Taxable Property within
the District in which the FDIC has or obtains an interest, although prohibiting the lien of the Special
Taxes to be foreclosed on at a judicial foreclosure sale could reduce or eliminate the number of persons
willing to purchase a parcel at a foreclosure sale. Such an outcome could cause a draw on the Reserve
Fund and perhaps, ultimately, if enough Taxable Property was to become owned by the FDIC, a default in
payment on the Bonds.

No Acceleration Provision

The Bonds and the Fiscal Agent Agreement do not contain a provision allowing for the
acceleration of the Bonds in the event of a payment default or other default under the terms of the Bonds
or the Fiscal Agent Agreement, or in the event interest on the Bonds becomes included in gross income
for federal income tax purposes.

Taxability Risk

As discussed in this Official Statement under the caption “TAX MATTERS,” interest on the Bonds
could become includable in gross income for purposes of federal income taxation retroactive to the date
the Bonds were issued, as a result of future acts or omissions of the Successor Agency in violation of its
covenants in the Fiscal Agent Agreement. There is no provision in the Bonds or the Fiscal Agent
Agreement for special redemption or acceleration or for the payment of additional interest on the Bonds
should such an event of taxability occur, and the Bonds will remain outstanding until maturity or until
redeemed under one of the other redemption provisions contained in the Fiscal Agent Agreement.

In addition, as discussed under the caption “TAX MATTERS,” Congress has considered in the past,
is currently considering and may consider in the future, legislative proposals, including some that carry
retroactive effective dates, that, if enacted, would alter or eliminate the exclusion from gross income for
federal income tax purposes of interest on municipal bonds, such as the Bonds. Prospective purchasers of
the Bonds should consult their own tax advisors regarding any pending or proposed federal tax
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legislation. The Successor Agency can provide no assurance that federal tax law will not change while the
Bonds are outstanding or that any such changes will not adversely affect the exclusion of interest on the
Bonds from gross income for federal income tax purposes. If the exclusion of interest on the Bonds from
gross income for federal income tax purposes were amended or eliminated, it is likely that the market
price for the Bonds would be adversely impacted.

Enforceability of Remedies

The remedies available to the Fiscal Agent and the registered owners of the Bonds upon a default
under the Fiscal Agent Agreement or any other document described in this Official Statement are in many
respects dependent upon regulatory and judicial actions that are often subject to discretion and delay.
Under existing law and judicial decisions, the remedies provided for under such documents may not be
readily available or may be limited. Any legal opinions to be delivered concurrently with the issuance of
the Bonds will be qualified to the extent that the enforceability of the legal documents with respect to the
Bonds is subject to limitations imposed by bankruptcy, reorganization, insolvency or other similar laws
affecting the rights of creditors generally and by equitable remedies and proceedings generally.

Judicial remedies, such as foreclosure and enforcement of covenants, are subject to exercise of
judicial discretion. A California court may not strictly apply certain remedies or enforce certain covenants
if it concludes that application or enforcement would be unreasonable under the circumstances and it may
delay the application of such remedies and enforcement.

Risk of Tax Audit

In December 1999, as a part of a larger reorganization of the Internal Revenue Service (the
“IRS”), the IRS commenced operation of its Tax Exempt and Government Entities Division (the “TE/GE
Division”), as the successor to its Employee Plans and Exempt Organizations division. The TE/GE
Division has a subdivision that is specifically devoted to tax-exempt bond compliance. There is no
assurance that if an IRS examination of the Bonds was undertaken it would not adversely affect the
market value of the Bonds. See “TAX MATTERS.” The Redevelopment Agency of the City and County
of San Francisco Lease Revenue Refunding Bonds, Series 2002 (George R. Moscone Convention Center)
are currently the subject of any ongoing IRS audit.

No Secondary Market

No representation is made concerning any secondary market for the Bonds. There can be no
assurance that any secondary market will develop for the Bonds. Investors should understand the long-
term and economic aspects of an investment in the Bonds and should assume that they will have to bear
the economic risks of their investment to maturity. An investment in the Bonds may be unsuitable for any
investor not able to hold the Bonds to maturity.

Proposition 218

An initiative measure entitled the “Right to Vote on Taxes Act” (the “Initiative”) was approved
by the voters of the State at the November 5, 1996 general election. The Initiative added Article XIIIC
and Article XIIID to the California Constitution. According to the “Title and Summary” of the Initiative
prepared by the California Attorney General, the Initiative limits “the authority of local governments to
impose taxes and property-related assessments, fees and charges.” Provisions of the Initiative have been
and will continue to be interpreted by the courts. The Initiative could potentially impact the Special
Taxes otherwise available to the District to pay the principal of and interest on the Bonds as described
below.
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Among other things, Section 3 of Article XIIIC states, “…the initiative power shall not be
prohibited or otherwise limited in matters of reducing or repealing any local tax, assessment, fee or
charge.” The Act provides for a procedure, which includes notice, hearing, protest and voting
requirements to alter the rate and method of apportionment of an existing special tax. However, the Act
prohibits a legislative body from adopting any resolution to reduce the rate of any special tax or terminate
the levy of any special tax pledged to repay any debt incurred pursuant to the Act unless such legislative
body determines that the reduction or termination of the special tax would not interfere with the timely
retirement of that debt. On July 1, 1997, the Governor of the State signed a bill into law enacting
Government Code Section 5854, which states that:

Section 3 of Article XIIIC of the California Constitution, as adopted at
the November 5, 1996, general election, shall not be construed to mean
that any owner or beneficial owner of a municipal security, purchased
before or after that date, assumes the risk of, or in any way consents to,
any action by initiative measure that constitutes an impairment of
contractual rights protected by Section 10 of Article I of the United
States Constitution.

Accordingly, although the matter is not free from doubt, it is likely that Article XIIIC has not
conferred on the voters the power to repeal or reduce the Special Taxes if such reduction would interfere
with the timely retirement of the Bonds.

It may be possible, however, for voters or the District or the Successor Agency Commission,
acting as the legislative body of the District, to reduce the Special Taxes in a manner that does not
interfere with the timely repayment of the Bonds, but which does reduce the maximum amount of Special
Taxes that may be levied in any year below the existing levels. Furthermore, no assurance can be given
with respect to the future levy of the Special Taxes in amounts greater than the amount necessary for the
timely retirement of the Bonds. Therefore, no assurance can be given with respect to the levy of Special
Taxes for Administrative Expenses (as defined in the Fiscal Agent Agreement). Nevertheless, the
Successor Agency has covenanted that it will not consent to, or conduct proceedings with respect to, a
reduction in the maximum Special Taxes that may be levied in the District below an amount, for any
Fiscal Year, equal to 110% of the aggregate of the debt service due on the Bonds in such Fiscal Year, plus
a reasonable estimate of Administrative Expenses for each such Fiscal Year. However, no assurance can
be given as to the enforceability of the foregoing covenant.

The interpretation and application of Article XIIIC and Article XIIID will ultimately be
determined by the courts with respect to a number of the matters discussed above, and it is not possible at
this time to predict with certainty the outcome of such determination or the timeliness of any remedy
afforded by the courts. See “–Enforceability of Remedies.”

Ballot Initiatives

Articles XIIIC and XIIID of the California Constitution were adopted pursuant to measures
qualified for the ballot pursuant to California’s constitutional initiative process, and the State Legislature
has in the past enacted legislation that has altered the spending limitations or established minimum
funding provisions for particular activities. On March 6, 1995 in the case of Rossi v. Brown, the State
Supreme Court held that an initiative can repeal a tax ordinance and prohibit the imposition of further
such taxes and that the exemption from the referendum requirements does not apply to initiatives. From
time to time, other initiative measures could be adopted by California voters or legislation enacted by the
legislature. The adoption of any such initiative or legislation might place limitations on the ability of the
State, the Successor Agency, or local districts to increase revenues or to increase appropriations.
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TAX MATTERS

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
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 the preceding paragraph are subject to the condition that the Successor
Agency and the users of the facilities financed or refinanced from the proceeds of the Bonds comply with
all requirements of the Internal Revenue Code of 1986, as amended (the “Code”), that must be satisfied
subsequent to the issuance of the Bonds. 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
Bonds.

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

Under the Code, original issue discount is treated as interest excluded from federal gross income
and exempt from State of California personal 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 Bond on the basis of a constant interest 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
Bonds to determine taxable gain upon disposition (including sale, redemption, or payment on maturity) of
such Bond. The Code contains certain provisions relating to the accrual of original issue discount in the
case of purchasers of the Bonds who purchase the Bonds after the initial offering of a substantial amount
of such maturity. Owners of such Bonds should consult their own tax advisors with respect to the tax
consequences of ownership of Bonds with original 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 original issue discount on such Bonds under federal individual
and corporate alternative minimum taxes.

Under the Code, original issue premium is amortized on an annual basis over the term of the
Bonds (said term being the shorter of the applicable maturity date of the Bonds or the call date). The
amount of original issue premium amortized each year reduces the adjusted basis of the owner of the
Bond for purposes of determining taxable gain or loss upon disposition. The amount of original issue
premium on a Bond is amortized each year over the term to maturity of the Bond on the basis of a
constant interest rate compounded on each interest or principal payment date (with straightline
interpolations between compounding dates). Amortized Bond premium is not deductible for federal
income tax purposes. Owners of premium 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 Bonds.
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In the further opinion of Bond Counsel, interest on the Bonds is exempt from California personal
income taxes.

The form of Bond Counsel’s opinion to be delivered on the date of issuance of the Bonds is set
forth in Appendix C hereto.

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

LEGAL MATTERS

Concurrently with the issuance of the Bonds, Jones Hall, A Professional Law Corporation, San
Francisco, California, Bond Counsel, will render its opinion substantially in the form set forth in
Appendix C to this Official Statement. Certain legal matters with respect to the Bonds will be passed
upon for the Successor Agency and the District by the City Attorney of the City and County of San
Francisco, and for the Successor Agency by Schiff Hardin LLP, San Francisco, California, acting as
Disclosure Counsel. Certain legal matters will be passed upon for the Underwriters by Stradling Yocca
Carlson & Rauth, A Professional Corporation, Newport Beach, California, and for the Master Developer
by its counsel Paul Hastings LLP, San Francisco, California, and Goodwin Procter LLP, Los Angeles,
California.

Payment of the fees and expenses of Bond Counsel, Disclosure Counsel and Underwriter’s
Counsel is contingent on the issuance of the Bonds.

FINANCIAL ADVISOR

The Successor Agency has retained CSG Advisors Incorporated, San Francisco, California, as
Financial Advisor for the sale of the Bonds. The Financial Advisor is not obligated to undertake, and has
not undertaken to make, an independent verification or to assume any responsibility for the accuracy,
completeness or fairness of the information contained in this Official Statement.

CSG Advisors Incorporated is an independent advisory firm and is not engaged in the business of
underwriting, trading or distributing municipal or other public securities.

NO RATING

The Successor Agency did not apply for or receive a rating for the Bonds.

LITIGATION

At the time of delivery of the Bonds, the Successor Agency will certify that there is no action,
suit, proceeding, inquiry or investigation, at law or in equity, before or by any court or regulatory agency,
public board or body pending with respect to which the Successor Agency or the District has been served
with process or threatened against the Successor Agency or the District affecting their existence, or the
titles of their respective officers, or seeking to restrain or to enjoin the issuance, sale or delivery of the
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Bonds, the application of the proceeds thereof in accordance with the Fiscal Agent Agreement, or the
collection or application of the Special Tax to pay the principal of and interest on the Bonds, or in any
way contesting or affecting the validity or enforceability of the Bonds or the Fiscal Agent Agreement, or
in any way contesting the completeness or accuracy of this Official Statement or any amendment or
supplement hereto, or contesting the powers of the Successor Agency or the District with respect to the
Bonds and, to the knowledge of the Successor Agency, there is no basis therefor.

UNDERWRITING

The Bonds are being purchased through negotiation by Stifel, Nicolaus& Company, Incorporated
(the “Representative”) and Backstrom McCarley Berry & Co., LLC (collectively, the “Underwriters”).
The Underwriters have agreed to purchase the Bonds at a price of $37,399,095.43 (which is equal to the
initial principal amount of the Bonds, plus a net original issue premium of $1,156,186.60, and less an
underwriter’s discount of $202,091.17). The purchase contract relating to the Bonds between the
Successor Agency and the Representative provides that all of the Bonds will be purchased if any are
purchased, and that the obligation to make such purchase is subject to certain terms and conditions set
forth in said purchase contract, including, but not limited for the approval of certain legal matters by
counsel.

The initial public offering prices set forth on the inside cover page may be changed by the
Underwriters. The Underwriters may offer and sell the Bonds to certain dealers and others at prices lower
than the public offering prices set forth on the inside cover page of this Official Statement.

CONTINUING DISCLOSURE

Successor Agency

The Successor Agency has covenanted in a Continuing Disclosure Certificate for the benefit of
the owners of the Bonds to provide certain annual financial information and operating data, and to provide
notices of the occurrence of certain enumerated events. The Successor Agency agreed in its certificate to
file, or cause to be filed, with the Municipal Securities Rulemaking Board (“MSRB”) through the
Electronic Municipal Market Access (EMMA) website of the MSRB (the “Repository”) such report and
notices. See APPENDIX D–“FORMS OF CONTINUING DISCLOSURE CERTIFICATES–SUCCESSOR AGENCY

CONTINUING DISCLOSURE CERTIFICATE” for the complete text of the Successor Agency’s Continuing
Disclosure Certificate. The covenants of the Successor Agency have been made in order to assist the
Underwriters in complying with the Rule.

In the past five years, the Former Agency and the Successor Agency have not failed to comply in
any material respect with their obligation to file annual reports but did fail on occasion to file notices of
bond insurer-related rating downgrades on a timely basis. Additionally, due to the dissolution of the
Former Agency and delays in the preparation of audited financials for Fiscal Year ending 2012 for the
Successor Agency, the Successor Agency and the Former Agency filed their respective audited financial
statements approximately 30 days late. The Former Agency had, however, filed unaudited financial
statements for the Former Agency for the first seven months of the fiscal year in a timely manner.
Additionally, certain tabular information related to a merged project area was not aggregated as required
by the continuing disclosure agreement, however, all of the required information was available for the
component areas of such merged project area. The Successor Agency has filed notices of all bond rating
downgrades. The Successor Agency has established procedures that it believes will be sufficient to
ensure future compliance with its continuing disclosure undertakings.
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Master Developer

The Master Developer has covenanted for the benefit of the Owners to provide, on a semi-annual
basis, certain information and material event notices relating to the property owned by the Master Developer
and those affiliated builders that have not entered into a separate agreement by not later than March 31 and
September 30 of each year, commencing March 31, 2015. The reports and material event notices will be
filed with the Repository. The specific nature of the information to be contained in the semi-annual reports or
the notices of material events is contained within APPENDIX D─“FORMS OF CONTINUING DISCLOSURE

CERTIFICATES–DEVELOPER CONTINUING DISCLOSURE CERTIFICATE.”

The Master Developer has never previously entered into a continuing disclosure agreement.

(Remainder of this Page Intentionally Left Blank)
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MISCELLANEOUS

Included in this Official Statement are brief summaries of certain documents and reports, which
summaries do not purport to be complete or definitive, and reference is made to such documents and
reports for full and complete statements of the contents thereof. Any statements in this Official Statement
involving matters of opinion, whether or not expressly so stated, are intended as such and not as
representations of fact. This Official Statement is not to be construed as a contract or agreement between
the Successor Agency or the District and the purchasers or Owners of any of the Bonds.

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

SUCCESSOR AGENCY TO THE REDEVELOPMENT
AGENCY OF THE CITY AND COUNTY OF SAN
FRANCISCO

By: /s/ Leo Levenson
Deputy Executive Director,
Finance and Administration
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APPENDIX A 
 

SUMMARY OF THE FISCAL AGENT AGREEMENT 
 

The following is a summary of certain provisions of the Fiscal Agent Agreement.  
A copy of the Fiscal Agent Agreement is available from the Fiscal Agent upon written 
request. 

Certain Definitions 
 

“AB 1484” means Assembly Bill 1484 adopted by the California Legislature in June of 
2012, and as signed by the Governor of the State of California on June 27, 2012. 

 
“AB 26” means Assembly Bill No. 1X26, as adopted by the California Legislature and 

codified as Chapter 5, Statutes of 2011-12, First Extraordinary Session. 
 
“Act” means the Mello-Roos Community Facilities Act of 1982, as amended, being 

section 53311 et seq. of the California Government Code. 
 
“Administrative Expenses” means costs directly related to the administration of the CFD 

consisting of: the actual costs of computing the Special Taxes and preparing the annual Special 
Tax collection schedules (whether by a Successor Agency employee or consultant or both) and 
the actual costs of collecting the Special Taxes (whether by the Successor Agency or 
otherwise); the actual costs of remitting the Special Taxes to the Fiscal Agent; actual costs of 
the Fiscal Agent (including its legal counsel) in the discharge of its duties under the Fiscal Agent 
Agreement; the actual costs of the Successor Agency or its designee of complying with the 
disclosure provisions of federal and state law, including but not limited to the Act, and the Fiscal 
Agent Agreement, including those related to public inquiries regarding the Special Tax and 
disclosures to Owners of the Bonds and the Original Purchaser; the actual costs of the 
Successor Agency or its designee related to an appeal of the Special Tax; any amounts 
required to be rebated to the federal government; an allocable share of the salaries of the 
Successor Agency staff directly related to the foregoing and a proportionate amount of 
Successor Agency general administrative overhead related thereto.  Administrative Expenses 
shall also include amounts advanced by the Successor Agency for any administrative purpose 
of the CFD, including costs related to prepayments of Special Taxes, recordings related to such 
prepayments and satisfaction of Special Taxes, amounts advanced to ensure maintenance of 
tax exemption, and the costs of prosecuting foreclosure of delinquent Special Taxes, which 
amounts advanced are subject to reimbursement from other sources, including proceeds of 
foreclosure. 

 
“Administrative Expense Fund” means the fund designated the “Redevelopment Agency 

of the City and County of San Francisco Community Facilities District No. 7 (Hunters Point 
Shipyard Phase One Improvements) Administrative Expense Fund” established and 
administered under the Fiscal Agent Agreement.  

 
“Agreement” means the Fiscal Agent Agreement, as it may be amended or 

supplemented from time to time by any Supplemental Agreement adopted pursuant to the 
provisions of the Fiscal Agent Agreement. 

 
“Annual Debt Service” means, for each Bond Year, the sum of (i) the interest due on the 

Outstanding Bonds in such Bond Year, assuming that the Outstanding Bonds are retired as 
scheduled, and (ii) the principal amount of the Outstanding Bonds due in such Bond Year 
(including any mandatory sinking payment due in such Bond Year). 
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“Auditor” means the auditor/controller of the City and County, or such other official at the 

City and County who is responsible for preparing property tax bills. 
 
“Authorized Officer” means the Executive Director, the Finance Director or the Secretary 

of the Successor Agency, or any other officer or employee authorized by the Successor Agency 
Commission or the Board of Supervisors of the City and County or by an Authorized Officer to 
undertake the action referenced in the Fiscal Agent Agreement as required to be undertaken by 
an Authorized Officer. 

 
“Bond Counsel” means Jones Hall, A Professional Law Corporation or any other 

attorney or firm of attorneys acceptable to the Successor Agency and nationally recognized for 
expertise in rendering opinions as to the legality and tax-exempt status of securities issued by 
public entities. 

 
“Bond” or “Bonds” means the 2014 Bonds and, if the context requires, any Parity Bonds, 

at any time Outstanding under the Fiscal Agent Agreement or any Supplemental Agreement.  
 
“Bond Fund” means the fund designated the “Redevelopment Agency of the City and 

County of San Francisco Community Facilities District No. 7 (Hunters Point Shipyard Phase 
One Improvements) Special Tax Bonds, Bond Fund” established and administered under the 
Fiscal Agent Agreement. 

 
“Bond Year” means the one-year period beginning on August 2nd in each year and 

ending on August 1 in the following year, except that the first Bond Year shall begin on the 
Closing Date and shall end on August 1, 2014. 

 
“Business Day” means any day other than (i) a Saturday or a Sunday or (ii) a day on 

which banking institutions in the state in which the Fiscal Agent has its principal corporate trust 
office are authorized or obligated by law or executive order to be closed. 

 
“Capitalized Interest Account” means the account by that name held by the Fiscal Agent 

and established and administered under the Fiscal Agent Agreement. 
 
“CFD” means the “Redevelopment Agency of the City and County of San Francisco 

Community Facilities District No. 7 (Hunters Point Shipyard Phase One Improvements)” formed 
under the Resolution of Formation. 

 
“CFD Value” means the market value, as of the date of the appraisal described below 

and/or the date of the most recent City and County real property tax roll, as applicable, of all 
parcels of real property in the CFD subject to the levy of the Special Taxes and not delinquent in 
the payment of any Special Taxes then due and owing, including with respect to such 
nondelinquent parcels the value of the then existing improvements and any facilities to be 
constructed or acquired with any amounts then on deposit in the Improvement Fund relating to 
the Prior Bonds and with the proceeds of any proposed series of Parity Bonds, as determined 
with respect to any parcel or group of parcels by reference to (i) an appraisal performed within 
ninety (90) days of the date of issuance of any proposed Parity Bonds by an MAI appraiser (the 
“Appraiser”) selected by the Successor Agency, or (ii), in the alternative, the assessed value of 
all such nondelinquent parcels and improvements thereon as shown on the then current City 
and City and County real property tax roll available to the Finance Director.  It is expressly 
acknowledged that, in determining the CFD Value, the Successor Agency may rely on an 
appraisal to determine the value of some or all of the parcels in the CFD and/or the most recent 
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City and County real property tax roll as to the value of some or all of the parcels in the CFD.  
Neither the Successor Agency nor the Finance Director shall be liable to the Owners, the 
Original Purchaser or any other person or entity in respect of any appraisal provided for 
purposes of this definition or by reason of any exercise of discretion made by any Appraiser 
pursuant to this definition. 

 
“City” and “City and County” mean the City and County of San Francisco. 
 
“City Attorney” means any attorney or firm of attorneys employed by the City in the 

capacity of city attorney. 
 
“Closing Date” means the date upon which there is a physical delivery of the 2014 

Bonds in exchange for the amount representing the purchase price of the 2014 Bonds by the 
Original Purchaser. 

 
“Costs of Issuance” means items of expense payable or reimbursable directly or 

indirectly by the Successor Agency and related to the authorization, sale, delivery and issuance 
of the Bonds, which items of expense shall include, but not be limited to, printing costs, costs of 
reproducing and binding documents, closing costs, appraisal costs, filing and recording fees, 
fees and expenses of counsel to the Successor Agency, initial fees and charges of the Fiscal 
Agent including its first annual administration fees and its legal fees and charges, including the 
allocated costs of in-house attorneys, fees and expenses incurred by the Successor Agency, 
the Oversight Board, the City and any owner of property in the CFD in connection with the 
issuance of the Bonds, Bond (underwriter’s) discount, legal fees and charges, including bond 
counsel and disclosure counsel, and counsel to any financial consultant, financial consultant’s 
fees, charges for execution, authentication, transportation and safekeeping of the Bonds, fees of 
rating agencies, and other costs, charges and fees in connection therewith. 

 
“Costs of Issuance Fund” means the fund designated the “Redevelopment Agency of the 

City and County of San Francisco Community Facilities District No. 7 (Hunters Point Shipyard 
Phase One Improvements) Special Tax Bonds, Costs of Issuance Fund” established and 
administered under Fiscal Agent Agreement. 

 
“Dated Date” means the dated date of the 2014 Bonds, which is the Closing Date. 
 
“Debt Service” means the scheduled amount of interest and amortization of principal 

payable on the 2014 Bonds and the scheduled amount of interest and amortization of principal 
payable on any Parity Bonds during the period of computation, in each case excluding amounts 
scheduled during such period which relate to principal which has been retired before the 
beginning of such period.  

 
“Depository” means (a) initially, DTC, and (b) any other Securities Depository acting as 

Depository for book-entry. 
 
“Developer” means HPS Development Co., LP, a Delaware limited partnership, and its 

successors and assigns. 
 
“Development Agreement”  means the Disposition and Development Agreement 

(Hunters Point Shipyard Phase 1) dated as of December 2, 2003, by and between the 
Successor Agency, as successor-in-interest to the Former Agency, and the Developer, as 
amended from time to time in accordance with the terms thereof.  
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“Dissolution Act” means, collectively, AB 26, as amended by AB 1484. 
 

“DTC” means The Depository Trust Company, New York, New York, and its successors 
and assigns. 

 
“Executive Director” means the Executive Director of the Successor Agency, or such 

official’s designee. 
 
“Fair Market Value” means with respect to the Bonds 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 Tax 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 Tax 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 Tax Code, (iii) the investment is a United States Treasury 
Security—State and Local Government Series that is acquired in accordance with applicable 
regulations of the United States Bureau of Public Debt, or (iv) any commingled investment fund 
in which the Successor Agency and related parties do not own more than a ten percent (10%) 
beneficial interest if the return paid by such fund is without regard to the source of the 
investment. 

 
“Federal Securities” means: (a) any direct general obligations of the United States of 

America (including obligations issued or held in book entry form on the books of the Department 
of the Treasury of the United States of America), the payment of principal of and interest on 
which are unconditionally and fully guaranteed by the United States of America; and (b) any 
obligations the principal of and interest on which are unconditionally guaranteed by the United 
States of America. 

 
“Fifth Amendment” means the Fifth Amendment to Disposition and Development 

Agreement (Hunters Point Shipyard Phase 1), dated as of November 3, 2009, by and between 
the Former Agency and the Developer.   

 
“Finance Director” means the Deputy Executive Director, Finance and Administration of 

the Successor Agency, or such official’s designee. 
 

“Fiscal Agent” means The Bank of New York Mellon Trust Company, N.A., the Fiscal 
Agent appointed by the Successor Agency and acting as an independent fiscal agent with the 
duties and powers provided in the Fiscal Agent Agreement, its successors and assigns, and any 
other corporation or association which may at any time be substituted in its place, as provided in 
the Fiscal Agent Agreement. 

 
“Fiscal Year” means the twelve-month period extending from July 1 in a calendar year to 

June 30 of the succeeding year, both dates inclusive. 
 
“Former Agency” means the Redevelopment Agency of the City and County of San 

Francisco. 
 
“Former Commission” means the Commission to the Former Agency. 
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“Improvement Fund” means the fund designated the “Redevelopment Agency of the City 

and County of San Francisco Community Facilities District No. 7 (Hunters Point Shipyard Phase 
One Improvements) Special Tax Bonds, Improvement Fund” established and administered 
under the Fiscal Agent Agreement. 

 
“Independent Financial Consultant” means any consultant or firm of such consultants 

appointed by the Finance Director, and who, or each of whom:  (i) is judged by the Finance 
Director to have experience in matters relating to the issuance and/or administration of bonds 
under the Act; (ii) is in fact independent and not under the domination of the Successor Agency 
or the City and County; (iii) does not have any substantial interest, direct or indirect, with or in 
the Successor Agency or the City and County, or any owner of real property in the CFD, or any 
real property in the CFD; and (iv) is not connected with the Successor Agency or the City and 
County as an officer or employee of the Successor Agency or the City and County, but who may 
be regularly retained to make reports to the Successor Agency or the City and County. 

 
“Interest Payment Date” means each August 1 and February 1 of every calendar year, 

commencing with February 1, 2015. 
 
“Maximum Annual Debt Service” means the largest Annual Debt Service for any Bond 

Year after the calculation is made through the final maturity date of any Outstanding Bonds.  
 
“Officer’s Certificate” means a written certificate of the Successor Agency signed by an 

Authorized Officer of the Successor Agency. 
 
“Ordinance” means any ordinance of the Commission of the Former Agency or the 

Successor Agency Commission levying the Special Taxes, including but not limited to 
Ordinance No. 1-2014 introduced by the Commission on May 6, 2014 and adopted by the 
Successor Agency Commission on May 20, 2014. 

 
“Original Purchaser” means, collectively, Stifel Nicolaus & Company, Incorporated, and 

Backstrom McCarley Berry, the first purchasers of the 2014 Bonds from the Successor Agency. 
 
“Outstanding,” when used as of any particular time with reference to Bonds, means 

(subject to the provisions of the Fiscal Agent Agreement) all Bonds except (i) Bonds theretofore 
canceled by the Fiscal Agent or surrendered to the Fiscal Agent for cancellation; (ii) Bonds paid 
or deemed to have been paid within the meaning of the provisions of the Fiscal Agent 
Agreement relating to discharge of the Bonds; and (iii) Bonds in lieu of or in substitution for 
which other Bonds shall have been authorized, executed, issued and delivered by the 
Successor Agency under the Fiscal Agent Agreement or any Supplemental Agreement.  

 
“Oversight Board” means the Oversight Board of the Successor Agency established 

pursuant to Section 34179 of the Dissolution Act. 
 
“Owner” or “Bondowner” means any person who shall be the registered owner of any 

Outstanding Bond. 
 
“Parity Bonds” means additional bonds issued and payable on a parity with the Bonds 

under the Fiscal Agent Agreement.  
 
“Permitted Investments” means the following, but only to the extent that the same are 

acquired at Fair Market Value: 
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(a) Federal Securities. 
 
(b) any of the following direct or indirect obligations of the following 

agencies of the United States of America: (i) direct obligations of the Export-
Import Bank; (ii) certificates of beneficial ownership issued by the Farmers Home 
Administration; (iii) participation certificates issued by the General Services 
Administration; (iv) mortgage-backed bonds or pass-through obligations issued 
and guaranteed by the Government National Mortgage Association, the Federal 
National Mortgage Association, the Federal Home Loan Mortgage Corporation or 
the Federal Housing Administration; (v) project notes issued by the United States 
Department of Housing and Urban Development; and (vi) public housing notes 
and bonds guaranteed by the United States of America; 

 
(c) interest-bearing demand or time deposits (including certificates of 

deposit) or deposit accounts in federal or state chartered savings and loan 
associations or in federal or State of California banks (including the Fiscal Agent, 
its parent, if any, and affiliates), provided that (i) the unsecured short-term 
obligations of such commercial bank or savings and loan association shall be 
rated in the highest short-term rating category by any Rating Agency, or (ii) such 
demand or time deposits shall be fully insured by the Federal Deposit Insurance 
Corporation; 

 
(d) commercial paper rated in the highest short-term rating category by 

any Rating Agency, issued by corporations which are organized and operating 
within the United States of America, and which matures not more than 180 days 
following the date of investment therein; 

 
(e) bankers acceptances, consisting of bills of exchange or time drafts 

drawn on and accepted by a commercial bank, including its parent (if any), 
affiliates and subsidiaries, whose short-term obligations are rated in the highest 
short-term rating category by any Rating Agency, or whose long-term obligations 
are rated A or better by any Rating Agency, which mature not more than 270 
days following the date of investment therein; 

 
(f) obligations the interest on which is excludable from gross income 

pursuant to Section 103 of the Tax Code and which are either (a) rated A or 
better by any Rating Agency, or (b) fully secured as to the payment of principal 
and interest by Federal Securities; 

 
(g) obligations issued by any corporation organized and operating within 

the United States of America having assets in excess of  Five Hundred Million 
($500,000,000), which obligations are rated A or better by any Rating Agency; 

 
(h) money market funds (including money market funds for which the 

Fiscal Agent, its affiliates or subsidiaries provide investment advisory or other 
management services) which invest in Federal Securities or which are rated in 
the highest short-term rating category by any Rating Agency; and 

 
(i) any investment agreement representing general unsecured 

obligations of a financial institution rated A or better by any Rating Agency, by the 
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terms of which the Fiscal Agent is permitted to withdraw all amounts invested 
therein in the event any such rating falls below A. 

 
(j) the Local Agency Investment Fund established pursuant to Section 

16429.1 of the Government Code of the State of California, provided, however, 
that the Fiscal Agent shall be permitted to make investments and withdrawals in 
its own name and the Fiscal Agent may restrict investments in the such fund if 
necessary to keep moneys available for the purposes of the Fiscal Agent 
Agreement. 

 
(k) the California Asset Management Program. 

 
“Principal Office” means such corporate trust office of the Fiscal Agent as may be 

designated from time to time by written notice from the Fiscal Agent to the Successor Agency, 
or such other office designated  by the Fiscal Agent from time to time; except that with respect 
to presentation of Bonds for payment or for registration of transfer and exchange such term 
shall mean the office or agency of the Fiscal Agent at which, at any particular time, its corporate 
trust agency business shall be conducted. 

 
“Prior Bonds” means the Former Agency’s $34,500,000 initial principal amount 

Redevelopment Agency of the City and County of San Francisco Community Facilities District 
No. 7 (Hunters Point Shipyard Phase One Improvements) Variable Rate Demand Special Tax 
Bonds, 2005 Series A. 

 
“Proceeds” when used with reference to the Bonds, means the face amount of the 

Bonds, plus any accrued interest and premium, less any original issue and/or underwriter’s 
discount. 

 
“Project” means those items described as the “Facilities” in the Resolution of Formation. 
 
“Record Date” means the fifteenth day of the calendar month next preceding the 

applicable Interest Payment Date, whether or not such day is a Business Day. 
 
“Refunding Bonds” means bonds issued by the Successor Agency for the CFD, the net 

proceeds of which are used to refund all or a portion of the then-Outstanding Bonds; provided 
that the total interest cost to maturity on the proposed bonds plus the principal amount of the 
proposed bonds exceeds the total interest cost to maturity on the Bonds to be refunded plus the 
principal amount of the Bonds to be refunded and the final maturity of the proposed bonds is not 
later than the final maturity of the Bonds being refunded. 

 
“Reserve Fund” means the fund designated the “Redevelopment Agency of the City and 

County of San Francisco Community Facilities District No. 7 (Hunters Point Shipyard Phase 
One Improvements), Special Tax Bonds, Reserve Fund” established and administered under 
the Fiscal Agent Agreement. 

 
“Reserve Requirement” means, as of the date of any calculation due to redemptions or 

issuance of Bonds, an amount equal to the least of (i) Maximum Annual Debt Service on the 
Outstanding Bonds that are secured by the Reserve Fund on such date, (ii) 125% of average 
Annual Debt Service on the Outstanding Bonds that are secured by the Reserve Fund on such 
date and (iii) 10% of the original principal amount of the Bonds that are secured on such date; 
provided, that the Reserve Requirement shall not exceed the sum of (A) the amount deposited 
in the Reserve Fund on the Closing Date with respect to the 2014 Bonds, and (B) with respect 
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to each other series of Bonds that is secured by the Reserve Fund, the amount deposited in the 
Reserve Fund on the date each such series of Bonds is issued. 

 
“Resolution of Formation” means Resolution No. 36-2005 adopted by the Former 

Commission on April 5, 2005, forming the CFD, as amended by the 2008 Resolution of Change 
and the 2014 Resolution of Change. 
 

“Securities Depositories” means DTC and, in accordance with then current guidelines of 
the Securities and Exchange Commission, such other securities depositories as the Successor 
Agency may designate in an Officer’s Certificate delivered to the Fiscal Agent. 

 
“Special Tax Fund” means the special fund designated “Redevelopment Agency for the 

City and County of San Francisco Community Facilities District No. 7 (Hunters Point Shipyard 
Phase One Improvements), Special Tax Fund” established and administered under the Fiscal 
Agent Agreement. 

 
“Special Tax Prepayments” means the proceeds of any Special Tax prepayments 

received by the Successor Agency, as calculated pursuant to the rate and method of 
apportionment of special taxes approved in the Resolution of Formation for the CFD, less any 
administrative fees or penalties collected as part of any such prepayment. 

 
“Special Tax Prepayments Account” means the account by that name established within 

the Bond Fund by the Fiscal Agent Agreement. 
 
“Special Tax Revenues” means the proceeds of the Special Taxes received by the 

Successor Agency, including any scheduled payments thereof and any Special Tax 
Prepayments, interest thereon and proceeds of the redemption or sale of property sold as a 
result of foreclosure of the lien of the Special Taxes to the amount of said lien and interest 
thereon, but shall not include any interest in excess of the interest due on the Bonds or any 
penalties collected in connection with any such delinquency. 

 
“Special Taxes” means the special taxes levied by the Successor Agency within the CFD 

under the Act, the Ordinance and the Fiscal Agent Agreement 
 
“Successor Agency” means the Successor Agency to the Redevelopment Agency of the 

City and County of San Francisco. 
 
“Successor Agency Commission” means the Commission of the Successor Agency. 
 
“Supplemental Agreement” means an agreement the execution of which is authorized by 

a resolution which has been duly adopted by the Successor Agency under the Act and the 
Dissolution Act (if applicable) and which agreement is amendatory of or supplemental to the 
Fiscal Agent Agreement, but only if and to the extent that such agreement is specifically 
authorized under the Fiscal Agent Agreement.  

 
“Tax 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 Fiscal Agent Agreement) 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 Tax Code. 
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“Tax Consultant” means an independent financial or tax consultant retained by the 
Successor Agency for the purpose of computing the Special Taxes. 

 
“2008 Resolution of Change” means Resolution No. 93-2008 adopted by the Former 

Commission on September 2, 2008. 
 
“2014 Bonds” means the Bonds so designated and authorized to be issued under the 

Fiscal Agent Agreement. 
 

“2014 Resolution of Change” means Resolution No. 37- 2014 adopted by the Successor 
Agency Commission on May 6, 2014. 

 
Certain Provisions Relating to the Bonds 

 
Interest. The 2014 Bonds shall bear interest at the rates set forth in the Fiscal Agent 

Agreement payable on the Interest Payment Dates in each year.  Interest on all Bonds shall be 
calculated on the basis of a 360-day year composed of twelve 30-day months.  Each Bond shall 
bear interest from the Interest Payment Date next preceding the date of authentication thereof 
unless (i) it is authenticated on an Interest Payment Date, in which event it shall bear interest 
from such date of authentication, or (ii) it is authenticated prior to an Interest Payment Date and 
after the close of business on the Record Date preceding such Interest Payment Date, in which 
event it shall bear interest from such Interest Payment Date, or (iii) it is authenticated on or 
before the Record Date preceding the first Interest Payment Date, in which event it shall bear 
interest from the Dated Date; provided, however, that if at the time of authentication of a Bond, 
interest is in default thereon, such Bond shall bear interest from the Interest Payment Date to 
which interest has previously been paid or made available for payment thereon. 

 
Method of Payment.  Interest on the Bonds (including the final interest payment upon 

maturity or earlier redemption), is payable on the applicable Interest Payment Date by check of 
the Fiscal Agent mailed by first class mail on the applicable Interest Payment Date to the 
registered Owner thereof at such registered Owner’s address as it appears on the registration 
books maintained by the Fiscal Agent at the close of business on the Record Date preceding 
the Interest Payment Date, or by wire transfer made on such Interest Payment Date upon 
written instructions of any Owner of $1,000,000 or more in aggregate principal amount of Bonds 
delivered to the Fiscal Agent prior to the applicable Record Date, which instructions shall 
continue in effect until revoked in writing, or until such Bonds are transferred to a new Owner.  
The principal of the Bonds and any premium on the Bonds are payable in lawful money of the 
United States of America upon surrender of the Bonds at the Principal Office of the Fiscal 
Agent.  All Bonds paid by the Fiscal Agent shall be canceled by the Fiscal Agent.  The Fiscal 
Agent shall destroy the canceled Bonds and, upon request of the Successor Agency, issue a 
certificate of destruction of such Bonds to the Successor Agency. 

 
Transfer or Exchange of Bonds Any Bond may, in accordance with its terms, be 

transferred, upon the books required to be kept under the provisions of the Fiscal Agent 
Agreement by the person in whose name it is registered, in person or by such person’s duly 
authorized attorney, upon surrender of such Bond for cancellation, accompanied by delivery of a 
duly written instrument of transfer in a form acceptable to the Fiscal Agent.  Bonds may be 
exchanged at the Principal Office of the Fiscal Agent solely for a like aggregate principal amount 
of Bonds of authorized denominations and of the same maturity.  The cost for any services 
rendered or any expenses incurred by the Fiscal Agent in connection with any such transfer or 
exchange shall be paid by the Successor Agency.  The Fiscal Agent shall collect from the 
Owner requesting such transfer or exchange any tax or other governmental charge required to 
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be paid with respect to such transfer or exchange.  Whenever any Bond or Bonds shall be 
surrendered for transfer or exchange, the Successor Agency shall execute and the Fiscal Agent 
shall authenticate and deliver a new Bond or Bonds, for a like aggregate principal amount.  No 
transfers or exchanges of Bonds shall be required to be made (i) 15 days prior to the date 
established by the Fiscal Agent for selection of Bonds for redemption or (ii) with respect to a 
Bond after such Bond has been selected for redemption; or (iii) between a Record Date and the 
succeeding Interest Payment Date. 

 
Bond Register. The Fiscal Agent will keep, or cause to be kept, at its Principal Office 

sufficient books for the registration and transfer of the Bonds which books shall show the series 
number, date, amount, rate of interest and last known owner of each Bond and shall at all times 
be open to inspection by the Successor Agency during regular business hours upon reasonable 
notice; and, upon presentation for such purpose, the Fiscal Agent shall, under such reasonable 
regulations as it may prescribe, register or transfer or cause to be registered or transferred, on 
said books, the ownership of the Bonds as provided in the Fiscal Agent Agreement.  The 
Successor Agency and the Fiscal Agent will treat the Owner of any Bond whose name appears 
on the Bond register as the absolute Owner of such Bond for any and all purposes, and the 
Successor Agency and the Fiscal Agent shall not be affected by any notice to the contrary.  The 
Successor Agency and the Fiscal Agent may rely on the address of the Owner as it appears in 
the Bond register for any and all purposes. 

 
Certain Provisions Relating to Security for the Bonds 

 
Pledge of Special Tax Revenues.  The Bonds shall be secured by a first pledge (which 

pledge shall be effected in the manner and to the extent in the Fiscal Agent Agreement 
provided) of all of the Special Tax Revenues and all moneys deposited in the Bond Fund 
(including the Capitalized Interest Account and the Special Tax Prepayments Account) and the 
Reserve Fund (but only if a series of Bonds is secured by the Reserve Fund, as set forth in the 
Fiscal Agent Agreement), and, until disbursed as provided in the Fiscal Agent Agreement, in the 
Special Tax Fund.  The Special Tax Revenues and all moneys deposited into such funds 
(except as otherwise provided in the Fiscal Agent Agreement) are by the Fiscal Agent 
Agreement dedicated to the payment of the principal of, and interest and any premium on, the 
Bonds as provided in the Fiscal Agent Agreement and in the Act until all of the Bonds have 
been paid and retired or until moneys or Federal Securities have been set aside irrevocably for 
that purpose under the provisions of the Fiscal Agent Agreement. 

 
Amounts in the Costs of Issuance Fund and the Improvement Fund are not pledged to 

the repayment of the Bonds.  
 
Limited Obligation.  All obligations of the Successor Agency under the Fiscal Agent 

Agreement and the Bonds shall not be general obligations of the City and County or the 
Successor Agency, but shall be limited obligations, payable solely from the Special Tax 
Revenues and the funds pledged therefore under the Fiscal Agent Agreement.  Neither the faith 
and credit nor the taxing power of the Successor Agency (except to the limited extent set forth in 
the Fiscal Agent Agreement), the City and County or of the State of California or any political 
subdivision thereof is pledged to the payment of the Bonds. 

 
No Acceleration.  The principal of the Bonds is not subject to acceleration.  
 
Parity Bonds.  In addition to the 2014 Bonds, the Successor Agency may issue Parity 

Bonds in such principal amount as shall be determined by the Successor Agency, under a 
Supplemental Agreement entered into by the Successor Agency and the Fiscal Agent.  Any 
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such Parity Bonds shall constitute Bonds under the Fiscal Agent Agreement and shall be 
secured by a lien on the Special Tax Revenues and funds pledged for the payment of the Bonds 
under the Fiscal Agent Agreement on a parity with all other Bonds Outstanding under the Fiscal 
Agent Agreement.  The Successor Agency may issue such Parity Bonds subject to the following 
specific conditions precedent: 

 
(A) Compliance.  The Successor Agency shall be in compliance with all 

covenants set forth in the Fiscal Agent Agreement and all Supplemental Agreements, 
and issuance of the Parity Bonds shall not cause the Successor Agency to exceed the 
bonded indebtedness limit of the CFD. 

 
(B) Same Payment Dates.  The Supplemental Agreement providing for the 

issuance of such Parity Bonds shall provide that interest thereon shall be payable on the 
Interest Payment Dates, and principal thereof shall be payable on the same date in any 
year in which principal is payable on the 2014 Bonds (provided that there shall be no 
requirement that any Parity Bonds pay interest on a current basis). 

 
(C) Separate Funds; Reserve Fund Deposit.  The Supplemental Agreement 

providing for the issuance of such Parity Bonds may provide for the establishment of 
separate funds and accounts.  The Supplemental Agreement may (i) provide for a 
deposit to the Reserve Fund so that the amount on deposit therein, following the 
issuance of such Parity Bonds, is equal to the Reserve Requirement for all of the Bonds 
secured by the Reserve Fund, (ii) provide for the establishment of another reserve fund 
related to such Parity Bonds in an amount set forth in the Supplemental Agreement or 
(iii) provide that no debt service reserve fund will be funded or established for such 
Parity Bonds; provided, however, that if the Supplemental Agreement provides as set 
forth in the preceding clauses (ii) or (iii), then the Supplemental Agreement shall state 
that the Parity Bonds shall have no right to moneys on deposit at any time in the 
Reserve Fund.  Such Supplemental Agreement may also provide for deposit of proceeds 
of such Parity Bonds into any of the fund and accounts established under the Fiscal 
Agent Agreement, including, but not limited to, the Improvement Fund. 

 
(D) Value.  The CFD Value shall be at least three (3) times the sum of: (i) the 

aggregate principal amount of all Bonds then Outstanding, plus (ii) the aggregate 
principal amount of the series of Parity Bonds proposed to be issued, plus (iii) the 
aggregate principal amount of any fixed assessment liens on the parcels in the CFD 
subject to the levy of Special Taxes, plus (iv) a portion of the aggregate principal amount 
of any and all other community facilities district bonds then outstanding and payable at 
least partially from special taxes to be levied on parcels of land within the CFD (the 
“Other District Bonds”) equal to the aggregate principal amount of the Other District 
Bonds multiplied by a fraction, the numerator of which is the amount of special taxes 
levied for the Other District Bonds on parcels of land within the CFD, and the 
denominator of which is the total amount of special taxes levied for the Other District 
Bonds on all parcels of land against which the special taxes are levied to pay the Other 
District Bonds (such fraction to be determined based upon the maximum special taxes 
which could be levied in the year in which maximum annual debt service on the Other 
District Bonds occurs), based upon information from the most recent available Fiscal 
Year.   

 
(E) Coverage.  The amount of the Special Taxes that may be levied under 

the Ordinance, the Fiscal Agent Agreement and any Supplemental Agreement shall be 
at least (i) 110% of the total Annual Debt Service of the then Outstanding Bonds and the 
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proposed Parity Bonds and (ii) 100% of the total Annual Debt Service of the then 
Outstanding Bonds and the proposed Parity Bonds and the amount of the levy for 
Administrative Expenses in the current fiscal year, and the aggregate Special Tax 
Prepayments that could occur after the issuance of the Parity Bonds shall be not less 
than the principal amount of the Outstanding Bonds and the proposed Parity Bonds. 

 
(F) Certificates.  The Successor Agency shall deliver to the Fiscal Agent an 

Officer's Certificate certifying that the conditions precedent to the issuance of such Parity 
Bonds set forth in paragraphs (A), (B), (C), (D), and (E) above have been satisfied. 
 
Notwithstanding the foregoing, the Successor Agency may issue Refunding Bonds as 

Parity Bonds without the need to satisfy the requirements of paragraphs (D) or (E) above, and, 
in connection therewith, the Officer’s Certificate in paragraph (F) above need not make 
reference to paragraphs (D) and (E). 

 
Nothing in the Fiscal Agent Agreement shall prohibit the Successor Agency from issuing 

any other bonds or otherwise incurring debt secured by a pledge of the Special Tax Revenues 
subordinate to the pledge thereof under the Fiscal Agent Agreement. 

 
Certain Funds and Accounts 

 
Reserve Fund. 

 
Use of Reserve Fund.  Moneys in the Reserve Fund shall be held in trust 

by the Fiscal Agent for the benefit of the Owners of the Bonds as a reserve for 
the payment of the principal of, and interest and any premium on, the Bonds and 
shall be subject to a lien in favor of the Owners of the Bonds.  All references to 
“Bonds” in the “Certain Fund and Accounts” shall refer to the 2014 Bonds and 
any Parity Bonds the proceeds of which, pursuant to a Supplemental Agreement, 
were deposited into the Reserve Fund in the amount contemplated by the Fiscal 
Agent Agreement.  Except as otherwise provided in the provisions of the Fiscal 
Agent Agreement relating to the Reserve Fund, all amounts deposited in the 
Reserve Fund shall be used and withdrawn by the Fiscal Agent solely for the 
purpose of making transfers to the Bond Fund in the event of any deficiency at 
any time in the Bond Fund of the amount then required for payment of the 
principal of, and interest and any premium on, the Bonds or, in accordance with 
the provisions of the Fiscal Agent Agreement relating to the Reserve Fund, for 
the purpose of redeeming Bonds from the Bond Fund.  Whenever a transfer is 
made from the Reserve Fund to the Bond Fund due to a deficiency in the Bond 
Fund, the Fiscal Agent shall provide written notice thereof to the Finance Director 
specifying the amount withdrawn. 

 
Transfer of Excess of Reserve Requirement.  Whenever, on or before any 

Interest Payment Date, or on any other date at the request of the Finance 
Director, the amount in the Reserve Fund exceeds the Reserve Requirement, the 
Fiscal Agent shall provide written notice to the Finance Director of the amount of 
the excess and shall transfer an amount equal to the excess from the Reserve 
Fund to the Bond Fund, to be used to pay interest on the Bonds on the next 
Interest Payment Date.  

 
Transfer for Rebate Purposes.  Amounts in the Reserve Fund shall be 

withdrawn for purposes of making rebate payments to the federal government, 
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upon receipt by the Fiscal Agent of an Officer’s Certificate specifying the amount 
to be withdrawn and to the effect that such amount is needed for rebate 
purposes; provided, however, that no amounts in the Reserve Fund shall be 
used for rebate unless the amount in the Reserve Fund following such 
withdrawal equals the Reserve Requirement. 

 
Transfer When Balance Exceeds Outstanding Bonds.  Whenever the 

balance in the Reserve Fund exceeds the amount required to redeem or pay the 
Outstanding Bonds, including interest accrued to the date of payment or 
redemption and premium, if any, due upon redemption, the Fiscal Agent shall, 
upon the written request of the Finance Director, transfer any cash or Permitted 
Investments in the Reserve Fund to the Bond Fund to be applied, on the 
redemption date to the payment and redemption of all of the Outstanding Bonds.  
In the event that the amount so transferred from the Reserve Fund to the Bond 
Fund exceeds the amount required to pay and redeem the Outstanding Bonds, 
the balance in the Reserve Fund shall be transferred to the Finance Director to 
be used by Successor Agency for any lawful purpose. 

 
No amounts shall be transferred from the Reserve Fund until after: (i) the 

calculation of any amounts due to the federal government and withdrawal of any 
such amount for purposes of making such payment to the federal government; 
and (ii) payment of any fees and expenses due to the Fiscal Agent. 

 
Transfer Upon Special Tax Prepayment.  Whenever Special Taxes are 

prepaid and Bonds are to be redeemed with the proceeds of such prepayment 
pursuant to the Fiscal Agent Agreement, a proportionate amount in the Reserve 
Fund (determined on the basis of the principal of Bonds to be redeemed and the 
original principal of the Bonds, but in any event not in excess of the amount that 
will leave the balance in the Reserve Fund following the proposed redemption 
equal to the Reserve Requirement) shall be transferred on the Business Day 
prior to the redemption date by the Fiscal Agent to the Bond Fund to be applied 
to the redemption of the Bonds pursuant to Fiscal Agent Agreement.  The 
Finance Director shall deliver to the Fiscal Agent an Officer’s Certificate 
specifying any amount to be so transferred, and the Fiscal Agent may rely on any 
such Officer’s Certificate. 
 
Bond Fund. 
 

Establishment of Bond Fund.  Moneys in the Bond Fund shall be held by 
the Fiscal Agent for the benefit of the Successor Agency and the Owners of the 
Bonds, and shall be disbursed for the payment of the principal of, and interest 
and any premium on, the Bonds as provided below.  

 
Within the Bond Fund a separate account has been established under the 

Fiscal Agent Agreement designated as the “Capitalized Interest Account” to be 
held in trust by the Fiscal Agent for the benefit of the Successor Agency and the 
Owners of the Bonds into which shall be deposited the amount specified in the 
Fiscal Agent Agreement.  Amounts on deposit in the Capitalized Interest Account 
shall be used and withdrawn by the Fiscal Agent solely for the payment of 
interest on the Bonds.  When the amount in the Capitalized Interest Account is 
fully expended for the payment of interest, the account shall be closed. 
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There is also created in the Bond Fund a separate account to be held by 
the Fiscal Agent, designated the “Special Tax Prepayments Account,” to the 
credit of which deposits shall be made as provided in the Fiscal Agent 
Agreement.  
 

Disbursements.  At least 10 Business Days before each Interest Payment 
Date, the Fiscal Agent shall notify the Finance Director in writing as to the 
principal and premium, if any, and interest due on the Bonds on the next Interest 
Payment Date (whether as a result of scheduled principal of and interest on the 
Bonds, optional redemption of the Bonds or a mandatory sinking fund 
redemption).  On each Interest Payment Date, the Fiscal Agent shall withdraw 
from the Bond Fund and pay to the Owners of the Bonds the principal of, and 
interest and any premium, due and payable on such Interest Payment Date on 
the Bonds.  

 
At least 5 Business Days prior to each Interest Payment Date, the Fiscal 

Agent shall determine if the amounts then on deposit in the Bond Fund are 
sufficient to pay the debt service due on the Bonds on the next Interest Payment 
Date.  In the event that amounts in the Bond Fund are insufficient for such 
purpose, the Fiscal Agent promptly shall notify the Finance Director by telephone 
(and confirm in writing) of the amount of the insufficiency. 

 
In the event that amounts in the Bond Fund are insufficient for the 

purpose set forth in the preceding paragraph with respect to any Interest 
Payment Date, the Fiscal Agent shall withdraw from the Reserve Fund, in 
accordance with the provisions of the Fiscal Agent Agreement, and from any 
other reserve fund established pursuant to a Supplemental Agreement, to the 
extent of any funds or Permitted Investments therein, amounts to cover the 
amount of such Bond Fund insufficiency.  Amounts so withdrawn from the 
Reserve Fund shall be deposited in the Bond Fund. 

 
If, after the foregoing transfers, there are insufficient funds in the Bond 

Fund to make the payments provided for in the Fiscal Agent Agreement, the 
Fiscal Agent shall apply the available funds first to the payment of interest on the 
Bonds, then to the payment of principal due on the Bonds other than by reason 
of sinking payments, if any, and then to payment of principal due on the bonds by 
reason of sinking payments.  

 
Disbursements from the Special Tax Payments Account.  Moneys in the 

Special Tax Prepayments Account shall be transferred by the Fiscal Agent to the 
Bond Fund on the next date for which notice of redemption of Bonds can timely 
be given under the Fiscal Agent Agreement and shall be used (together with any 
amounts transferred pursuant to the Fiscal Agent Agreement) to redeem Bonds 
on the redemption date selected in accordance with the Fiscal Agent Agreement. 

 
Investment.  Moneys in the Bond Fund, the Capitalized Interest Account 

and the Special Tax Prepayments Account shall be invested in accordance with 
the Fiscal Agent Agreement.  Interest earnings and profits resulting from such 
investment shall be retained in the Bond Fund. 

 
Deficiency.  If at any time it appears to the Fiscal Agent that there is a 

danger of deficiency in the Bond Fund and that the Fiscal Agent may be unable 
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to pay Debt Service on the Bonds in a timely manner, the Fiscal Agent shall 
report to the Finance Director such fact.  The Successor Agency covenants to 
increase the levy of the Special Taxes in the next Fiscal Year (subject to the 
maximum amount authorized by the Resolution of Formation) in accordance with 
the procedures set forth in the Act for the purpose of curing Bond Fund 
deficiencies. 

 
Excess.  Any excess moneys remaining in the Bond Fund, following the 

payment of Debt Service on the Bonds on any August 1, shall be transferred to 
the Special Tax Fund. 
 
Special Tax Fund 
 

Establishment of Special Tax Fund.  The Special Tax Fund is established 
as a separate fund to be held by the Fiscal Agent, to the credit of which the 
Fiscal Agent shall deposit amounts received from or on behalf of the Successor 
Agency consisting of Special Tax Revenues and amounts transferred from the 
Administrative Expense Fund and the Bond Fund.  The Successor Agency shall 
promptly remit any Special Tax Revenues received by it to the Fiscal Agent for 
deposit by the Fiscal Agent to the Special Tax Fund.  

 
Notwithstanding the foregoing,  
 
(i) any Special Tax Revenues constituting payment of the portion of the 

Special Tax levy for Administrative Expenses shall be separately identified by the 
Finance Director and shall be deposited by the Fiscal Agent in the Administrative 
Expense Fund;  

 
(ii) any Special Tax Revenues constituting the collection of delinquencies 

in payment of Special Taxes shall be separately identified by the Finance 
Director and shall be disposed of by the Fiscal Agent first, for transfer to the 
Bond Fund to pay any past due debt service on the Bonds; second, for transfer 
to the Reserve Fund to the extent needed to increase the amount then on 
deposit in the Reserve Fund up to the then Reserve Requirement and to any 
other debt service reserve fund to increase the amount therein to the applicable 
requirement; and third, to be held in the Special Tax Fund for use as described in 
the Fiscal Agent Agreement; and 

 
(iii) any proceeds of Special Tax Prepayments shall be separately 

identified by the Finance Director and shall be deposited by the Fiscal Agent as 
follows (as directed in writing by the Finance Director): (a) that portion of any 
Special Tax Prepayment constituting a prepayment of construction costs (which 
otherwise could have been included in the proceeds of Parity Bonds) shall be 
deposited by the Fiscal Agent to the Improvement Fund and (b) the remaining 
Special Tax Prepayment shall be deposited by the Fiscal Agent in the Special 
Tax Prepayments Account established pursuant to the Fiscal Agent Agreement. 

 
Disbursements.  On the fifth Business Day prior to each Interest Payment 

Date, the Fiscal Agent shall withdraw from the Special Tax Fund and transfer the 
following amounts in the following order of priority (i) to the Bond Fund an 
amount, taking into account any amounts then on deposit in the Bond Fund and 
any expected transfers from the Reserve Fund and the Capitalized Interest 
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Account, any other debt service reserve fund established pursuant to a 
Supplemental Agreement and the Special Tax Prepayments Account to the Bond 
Fund such that the amount in the Bond Fund equals the principal (including any 
sinking payment), premium, if any, and interest due on the Bonds on such 
Interest Payment Date and any past due principal or interest on the Bonds not 
theretofore paid from a transfer described in the Fiscal Agent Agreement, and (ii) 
to the Reserve Fund an amount, taking into account amounts then on deposit in 
the Reserve Fund, such that the amount in the Reserve Fund is equal to the 
Reserve Requirement, and to any other debt service fund established pursuant 
to a Supplemental Agreement to increase the amount therein to the applicable 
requirement.  

 
Certain Covenants 

 
Collection of Special Tax Revenues.  The Successor Agency shall comply with all 

requirements of the Act so as to assure the timely collection of Special Tax Revenues, including 
without limitation, the enforcement of delinquent Special Taxes. 

 
Processing.  On or within 5 Business Days of each June 1, the Fiscal 

Agent shall provide the Finance Director with a notice stating the amount then on 
deposit in the Bond Fund and the Reserve Fund, and informing the Successor 
Agency that the Special Taxes need to be levied under the Ordinance as 
necessary to provide for Annual Debt Service and Administrative Expenses and 
replenishment (if necessary) of the Reserve Fund so that the balance therein 
equal the Reserve Requirement.  The receipt of or failure to receive such notice 
by the Finance Director shall in no way affect the obligations of the Finance 
Director under the following two paragraphs and the Fiscal Agent shall not be 
liable for failure to provide such notices to the Finance Director.  Upon receipt of 
such notice, the Finance Director shall communicate with the Auditor to ascertain 
the relevant parcels on which the Special Taxes are to be levied, taking into 
account any parcel splits or combinations during the preceding and then current 
year. 

 
Levy.  The Finance Director shall effect the levy of the Special Taxes 

each Fiscal Year in accordance with the Ordinance by each August 1 that the 
Bonds are outstanding, or otherwise such that the computation of the levy is 
complete before the final date on which Auditor will accept the transmission of 
the Special Tax amounts for the parcels within the CFD for inclusion on the next 
real property tax roll.  Upon the completion of the computation of the amounts of 
the levy, the Finance Director shall prepare or cause to be prepared, and shall 
transmit to the Auditor, such data as the Auditor requires to include the levy of 
the Special Taxes on the next real property tax roll.  

 
Computation.  The Finance Director shall fix and levy the amount of 

Special Taxes within the CFD required for the payment of principal of and 
interest on any outstanding Bonds of the CFD becoming due and payable during 
the ensuing calendar year, including any necessary replenishment or expenditure 
of the Reserve Fund for the Bonds and an amount estimated to be sufficient to 
pay the Administrative Expenses, including amounts necessary to discharge any 
rebate obligation, during such year, taking into account the balances in the 
applicable funds established under the Fiscal Agent Agreement and in the 
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Special Tax Fund.  The Special Taxes so levied shall not exceed the authorized 
amounts as provided in the proceedings under the Resolution of Formation. 

 
Collection.  Except as set forth in the Ordinance, Special Taxes shall be 

payable and be collected in the same manner and at the same time and in the 
same installment as the general taxes on real property are payable, and have the 
same priority, become delinquent at the same time and in the same proportionate 
amounts and bear the same proportionate penalties and interest after 
delinquency as do the ad valorem taxes on real property.  
 
Covenant to Foreclose.  Under the Act, the Successor Agency by the Fiscal Agent 

Agreement covenants with and for the benefit of the Owners of the Bonds that it will order, and 
cause to be commenced as provided in the Fiscal Agent Agreement, and thereafter diligently 
prosecute to judgment (unless such delinquency is theretofore brought current), an action in the 
superior court to foreclose the lien of any Special Tax or installment thereof not paid when due 
as provided in the following two paragraphs.  The Finance Director shall notify the City Attorney 
of any such delinquency of which the Finance Director is aware, and the City Attorney shall 
commence, or cause to be commenced, such proceedings.   

 
On or about October 1 of each year, the Finance Director shall compare the amount of 

Special Taxes theretofore levied in the CFD to the amount of Special Tax Revenues theretofore 
received by the Successor Agency, and:  

 
Individual Delinquencies.  If the Finance Director determines that any 

single parcel subject to the Special Tax in the CFD is delinquent in the payment 
of Special Taxes in the aggregate amount of $3,000 or more, then the Finance 
Director shall send or cause to be sent a notice of delinquency (and a demand 
for immediate payment thereof) to the property owner within 45 days of such 
determination, and (if the delinquency remains uncured) foreclosure proceedings 
shall be commenced by the Successor Agency within 90 days of such 
determination.  Notwithstanding the foregoing, in its sole discretion, the Finance 
Director may defer such action if the amount in the Reserve Fund is at least 
equal to the Reserve Requirement. 

 
Aggregate Delinquencies.  If the Finance Director determines that (i) the 

total amount of delinquent Special Tax for the prior Fiscal Year for the entire 
CFD, (including the total of individual delinquencies), exceeds 5% of the total 
Special Tax due and payable for the prior Fiscal Year, or (ii) there are ten (10) or 
fewer owners of real property within the CFD, determined by reference to the 
latest available secured property tax roll of the City and County, the Finance 
Director shall notify or cause to be notified property owners who are then 
delinquent in the payment of Special Taxes (and demand immediate payment of 
the delinquency) within 45 days of such determination, and shall commence 
foreclosure proceedings within 90 days of such determination against each 
parcel of land in the CFD with a Special Tax delinquency.  
 
Notwithstanding the foregoing provisions relating to individual delinquencies, the 

Finance Director may defer any such actions with respect to a delinquent parcel if (1) the CFD is 
then participating in the Alternative Method of Distribution of Tax Levies and Collections 
described in Revenue & Taxation Code Section 4701 et seq., or an equivalent procedure, (2) 
the amount in the Reserve Fund is at least equal to the Reserve Requirement and the amount 
in any other debt service reserve account established under a Supplemental Agreement is at 
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least equal to its applicable requirement, and (3) the subject parcel is not delinquent with 
respect to more than $5,000 of Special Taxes. 

 
The Finance Director and the City Attorney, as applicable, are by the Fiscal Agent 

Agreement authorized to employ counsel to conduct any such foreclosure proceedings.  The 
fees and expenses of any such counsel (including a charge for Successor Agency staff time) in 
conducting foreclosure proceedings shall be an Administrative Expense under the Fiscal Agent 
Agreement. 

 
Books and Records.   
 

Successor Agency.  The Successor Agency will keep, or cause to be 
kept, proper books of record and accounts, separate from all other records and 
accounts of the Successor Agency, in which complete and correct entries shall 
be made of all transactions relating to the Special Tax Revenues.  Such books of 
record and accounts shall at all times during business hours be subject to the 
inspection of the Fiscal Agent and the Owners of not less than ten percent (10%) 
of the principal amount of the Bonds then Outstanding, or their representatives 
duly authorized in writing. 

 
Fiscal Agent.  The Fiscal Agent will keep, or cause to be kept, proper 

books of record and accounts, separate from all other records and accounts of 
the Fiscal Agent, in which complete and correct entries shall be made of all 
transactions made by it relating to the expenditure of amounts disbursed from the 
funds, and, if any, accounts in such funds held by the Fiscal Agent under the 
Fiscal Agent Agreement.  Such books of record and accounts shall at all times 
during business hours be subject to the inspection of the Successor Agency, the 
City and the Owners of not less than ten percent (10%) of the principal amount of 
the Bonds then Outstanding, or their representatives duly authorized in writing 
upon reasonable prior notice. 
 
Private Activity Bond Limitations.  The Successor Agency shall assure that the 

proceeds of the 2014 Bonds are not so used as to cause the 2014 Bonds to satisfy the private 
business tests of section 141(b) of the Tax Code or the private loan financing test of section 
141(c) of the Code. 

 
Federal Guarantee Prohibition.  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 the 2014 
Bonds to be “federally guaranteed” within the meaning of Section 149(b) of the Tax Code. 

 
Rebate Requirement.  The Successor Agency shall take any and all actions necessary 

to assure compliance with section 148(f) of the Tax 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 2014 Bonds.  The Finance Director shall take note of any investment of monies 
under the Fiscal Agent Agreement in excess of the yield on the 2014 Bonds, and shall take such 
actions as are necessary to ensure compliance with this covenant, such as increasing the 
portion of the Special Tax levy for Administration Expenses as appropriate to have funds 
available in the Administrative Expense Fund to satisfy any rebate liability.  If necessary to 
satisfy its obligations under this covenant, the Successor Agency may use: 
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(A) Earnings on the Reserve Fund if the amount on deposit in the Reserve 
Fund, following the proposed transfer, is equal to the Reserve 
Requirement;  

 
(B)  Amounts on deposit in the Administrative Expense Fund; and 
 
(C)  Any other funds available to the CFD, including amounts advanced by the 

Successor Agency, in its sole discretion, to be repaid by the CFD as soon 
as practicable from amounts described in the preceding clauses (A) and 
(B).  

 
No Arbitrage.  The Successor Agency shall not take, or permit or suffer to be taken by 

the Fiscal Agent or otherwise, any action with respect to the proceeds of the 2014 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 2014 Bonds would have caused the 2014 
Bonds to be “arbitrage bonds” within the meaning of section 148 of the Tax Code. 

 
Yield of the 2014 Bonds.  In determining the yield of the 2014 Bonds to comply with its 

federal tax law-related covenants under the Fiscal Agent Agreement, the Successor Agency will 
take into account redemption (including premium, if any) in advance of maturity based on the 
reasonable expectations of the Successor Agency, as of the Closing Date, regarding 
prepayments of Special Taxes and use of prepayments for redemption of the 2014 Bonds, 
without regard to whether or not prepayments are received or 2014 Bonds redeemed. 

 
Maintenance of Tax-Exemption.  The Successor Agency shall take all actions 

necessary to assure the exclusion of interest on the 2014 Bonds from the gross income of the 
Owners of the 2014 Bonds to the same extent as such interest is permitted to be excluded from 
gross income under the Tax Code as in effect on the date of issuance of the 2014 Bonds. 

 
Limits on Special Tax Waivers and Bond Tenders.  The Successor Agency 

covenants not to exercise its rights under the Act to waive delinquency and redemption 
penalties related to the Special Taxes or to declare Special Tax penalties amnesty program if to 
do so would materially and adversely affect the interests of the Owners of the Bonds and further 
covenants not to permit the tender of Bonds in payment of any Special Taxes except upon 
receipt of a certificate of an Independent Financial Consultant that to accept such tender will not 
result in the Successor Agency having insufficient Special Tax Revenues to pay the principal of 
and interest on the Bonds, any Subordinate Bonds and any Parity Bonds remaining Outstanding 
following such tender. 

 
Successor Agency Bid at Foreclosure Sale.  The Successor Agency will not bid at a 

foreclosure sale of property in respect of delinquent Special Taxes, unless it expressly agrees to 
take the property subject to the lien for Special Taxes imposed by the CFD and that the Special 
Taxes levied on the property are payable while the Successor Agency owns the property. 

 
Limitation on Principal Amount of Parity Bonds.  Following issuance of the 2014 

Bonds, the Successor Agency will not issue more than $30,500,000 initial principal amount of 
Parity Bonds (exclusive of any Refunding Bonds). 

 
Amendment of Rate and Method. The Successor Agency shall not initiate proceedings 

under the Act to modify the Rate and Method if such modification would adversely affect the 
security for the Bonds.  If an initiative is adopted that purports to modify the Rate and Method in 
a manner that would adversely affect the security for the Bonds, the Successor Agency shall, to 



Appendix A 
Page 20 

the extent permitted by law, commence and pursue reasonable legal actions to prevent the 
modification of the Rate and Method in a manner that would adversely affect the security for the 
Bonds. 

 
Amendment of Approved Development Plan.  The Successor Agency shall not cause, 

consent or otherwise permit the Approved Development Plan (as such term is defined in the 
Rate and Method) to be amended or otherwise modified if such amendment or modification 
would cause the amount of the Special Taxes that may be levied under the Ordinance and the 
Rate and Method to be less than (i) 110% of the total Annual Debt Service of the then 
Outstanding Bonds and (ii) 100% of the total Annual Debt Service of the then Outstanding 
Bonds and the amount of the levy for Administrative Expenses in the current fiscal year.  The 
coverage requirement described in clauses (i) and (ii) of the previous sentence constitutes the 
“Required Coverage” for purposes of the Rate and Method. 

 
Compliance with Dissolution Act.  The Successor Agency covenants and agrees to 

take all actions within its power and as otherwise may be required under the Dissolution Act to 
cause the Special Taxes to be used to timely pay the scheduled debt service on the Bonds. 

 
Tax Increment Revenues.  The Successor Agency covenants and agrees not to use 

any property tax revenues deposited into the Redevelopment Property Tax Trust Fund 
established pursuant to the Dissolution Act for the payment of the principal of, and interest and 
any premium on, the Bonds. 

 
Covenant Not to Enforce.  The Successor Agency covenants and agrees not to 

enforce the terms of (i) Section 3.4 of Attachment 25 to the Development Agreement and (ii) 
Section 8(b)(i) and Section 8(b)(ii) of the Fifth Amendment. 

 
Investment of Moneys in Funds 

 
General.  Moneys in any fund or account created or established by the Fiscal 

Agreement and held by the Fiscal Agent shall be invested by the Fiscal Agent in Permitted 
Investments, which in any event by their terms mature prior to the date on which such moneys 
are required to be paid out under the Fiscal Agent Agreement, as directed pursuant to an 
Officer’s Certificate filed with the Fiscal Agent at least 2 Business Days in advance of the 
making of such investments.  In the absence of any such Officer’s Certificate, the Fiscal Agent 
shall hold such funds uninvested.  

 
Moneys in Funds.  Moneys in any fund or account created or established by the Fiscal 

Agent Agreement and held by the Finance Director shall be invested by the Finance Director in 
any Permitted Investment or in any other lawful investment for Successor Agency or City funds, 
which in any event by its terms matures prior to the date on which such moneys are required to 
be paid out under the Fiscal Agent Agreement.  Obligations purchased as an investment of 
moneys in any fund shall be deemed to be part of such fund or account, subject, however, to 
the requirements of the Fiscal Agent Agreement for transfer of interest earnings and profits 
resulting from investment of amounts in funds and accounts.  Whenever in the Fiscal Agent 
Agreement any moneys are required to be transferred by the Successor Agency to the Fiscal 
Agent, such transfer may be accomplished by transferring a like amount of Permitted 
Investments. 

 
Valuation of Investments.  Except as otherwise provided in the next sentence, all 

investments of amounts deposited in any fund or account created by or pursuant to the Fiscal 
Agent Agreement, or otherwise containing gross proceeds of the Bonds (within the meaning of 
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section 148 of the Tax Code) shall be acquired, disposed of, and valued (as of the date that 
valuation is required by the Fiscal Agent Agreement or the Tax Code) at Fair Market Value.  
Investments in funds or accounts (or portions thereof) that are subject to a yield restriction under 
the applicable provisions of the Tax Code and (unless valuation is undertaken at least annually) 
investments in the subaccounts within the Reserve Fund shall be valued at their present value 
(within the meaning of section 148 of the Tax Code).  The Fiscal Agent shall not be liable for 
verification of the application of such sections of the Tax Code or for any determination of Fair 
Market Value or present value and may conclusively rely upon an Officer’s Certificate as to such 
valuations. 

 
Commingled Money.  Investments in any and all funds and accounts may be 

commingled in a separate fund or funds for purposes of making, holding and disposing of 
investments, notwithstanding provisions in the Fiscal Agent Agreement for transfer to or holding 
in or to the credit of particular funds or accounts of amounts received or held by the Fiscal Agent 
or the Finance Director under the Fiscal Agent Agreement, provided that the Fiscal Agent or the 
Finance Director, as applicable, shall at all times account for such investments strictly in 
accordance with the funds and accounts to which they are credited and otherwise as provided in 
the Fiscal Agent Agreement. 

 
Sale of Investments.  The Fiscal Agent or the Finance Director, as applicable, shall sell 

at Fair Market Value, or present for redemption, any investment security whenever it shall be 
necessary to provide moneys to meet any required payment, transfer, withdrawal or 
disbursement from the fund or account to which such investment security is credited and neither 
the Fiscal Agent nor the Finance Director shall be liable or responsible for any loss resulting 
from the acquisition or disposition of such investment security in accordance herewith. 

 
Liability of Successor Agency  

 
General.  The Successor Agency shall not incur any responsibility in respect of the 

Bonds or the Fiscal Agent Agreement other than in connection with the duties or obligations 
explicitly in the Fiscal Agent Agreement or in the Bonds assigned to or imposed upon it.  The 
Successor Agency shall not be liable in connection with the performance of its duties under the 
Fiscal Agent Agreement, except for its own negligence or willful default.  The Successor Agency 
shall not be bound to ascertain or inquire as to the performance or observance of any of the 
terms, conditions, covenants or agreements of the Fiscal Agent in the Fiscal Agent Agreement 
or of any of the documents executed by the Fiscal Agent in connection with the Bonds, or as to 
the existence of a default or event of default thereunder. 

 
 No General Liability.  No provision of the Fiscal Agent Agreement shall require the 

Successor Agency to expend or risk its own general funds or otherwise incur any financial 
liability (other than with respect to the Special Tax Revenues) in the performance of any of its 
obligations under the Fiscal Agent Agreement, or in the exercise of any of its rights or powers, if 
it shall have reasonable grounds for believing that repayment of such funds or adequate 
indemnity against such risk or liability is not reasonably assured to it.  
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Certain Provisions Relating to the Fiscal Agent 
 
Merger.  Any company into which the Fiscal Agent may be merged or converted or with 

which it may be consolidated or any company resulting from any merger, conversion or 
consolidation to which it shall be a party or any company to which the Fiscal Agent may sell or 
transfer all or substantially all of its corporate trust business, provided such company shall be 
eligible under the following paragraph shall be the successor to such Fiscal Agent without the 
execution or filing of any paper or any further act, anything in the Fiscal Agent Agreement to the 
contrary notwithstanding.  The Fiscal Agent shall give the Finance Director written notice of any 
such succession under the Fiscal Agent Agreement. 

 
Removal.  Upon 30 days written notice, the Successor Agency may remove the Fiscal 

Agent initially appointed, and any successor thereto, and may appoint a successor or 
successors thereto, but any such successor shall be a bank or trust company having a 
combined capital (exclusive of borrowed capital) and surplus of at least fifty million dollars 
($50,000,000), and subject to supervision or examination by federal or state authority.  If such 
bank or trust company publishes a report of condition at least annually, pursuant to law or to the 
requirements of any supervising or examining authority above referred to, then combined capital 
and surplus of such bank or trust company shall be deemed to be its combined capital and 
surplus as set forth in its most recent report of condition so published. 

 
Resignation.  The Fiscal Agent may at any time resign by giving written notice to the 

Successor Agency by certified mail return receipt requested, and by giving to the Owners notice 
by mail of such resignation.  Upon receiving notice of such resignation, the Successor Agency 
shall promptly appoint a successor Fiscal Agent by an instrument in writing.  Any resignation or 
removal of the Fiscal Agent shall become effective upon acceptance of appointment by the 
successor Fiscal Agent. 

 
No Successor.  If no appointment of a successor Fiscal Agent shall be made within 45 

days after the Fiscal Agent shall have given to the Successor Agency written notice or after a 
vacancy in the office of the Fiscal Agent shall have occurred by reason of its inability to act, the 
Fiscal Agent, at the expense of the Successor Agency, or any Owner may apply to any court of 
competent jurisdiction to appoint a successor Fiscal Agent.  Said court may thereupon, after 
such notice, if any, as such court may deem proper, appoint a successor Fiscal Agent. 

 
Court Order.  If, by reason of the judgment of any court, the Fiscal Agent is rendered 

unable to perform its duties under the Fiscal Agent Agreement, all such duties and all of the 
rights and powers of the Fiscal Agent under the Fiscal Agent Agreement shall be assumed by 
and vest in the Finance Director of the Successor Agency in trust for the benefit of the Owners.  
The Successor Agency covenants for the direct benefit of the Owners that its Finance Director 
in such case shall be vested with all of the rights and powers of the Fiscal Agent under the 
Fiscal Agent Agreement, and shall assume all of the responsibilities and perform all of the 
duties of the Fiscal Agent under the Fiscal Agent Agreement, in trust for the benefit of the 
Owners of the Bonds. 

 
Liability of Fiscal Agent.  
 

General.  The Fiscal Agent shall not be liable in connection with the performance 
of its duties under the Fiscal Agent Agreement, except for its own negligence or willful 
misconduct.  
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No Expenditures.  No provision of the Fiscal Agent Agreement shall require the 
Fiscal Agent to expend or risk its own funds or otherwise incur any financial liability in 
the performance of any of its duties under the Fiscal Agent Agreement, or in the exercise 
of any of its rights or powers. 
 

No Action.  The Fiscal Agent shall be under no obligation to exercise any of the 
rights or powers vested in it by the Fiscal Agent Agreement at the request or direction of 
any of the Owners under the Fiscal Agent Agreement unless such Owners shall have 
offered to the Fiscal Agent reasonable security or indemnity satisfactory to the Fiscal 
Agent against the costs, expenses (including legal fees and expenses) and liabilities 
which might be incurred by it in compliance with such request or direction. 

 
Owner of Bonds. The Fiscal Agent may become the owner of the Bonds with the 

same rights it would have if it were not the Fiscal Agent. 
 
Facsimile.  The Fiscal Agent agrees to accept and act upon instructions or 

directions pursuant to this Fiscal Agent Agreement sent by unsecured e-mail, facsimile 
transmission or other similar unsecured electronic methods, provided, however, that, the 
Fiscal Agent shall have received an incumbency certificate listing persons designated to 
give such instructions or directions and containing specimen signatures of such 
designated persons, which such incumbency certificate shall be amended and replaced 
whenever a person is to be added or deleted from the listing.  If the Successor Agency 
elects to give the Fiscal Agent e-mail or facsimile instructions (or instructions by a similar 
electronic method) and the Fiscal Agent in its discretion elects to act upon such 
instructions, the Fiscal Agent’s understanding of such instructions shall be deemed 
controlling.  The Fiscal Agent shall not be liable for any losses, costs or expenses arising 
directly or indirectly from the Fiscal Agent’s reliance upon and compliance with such 
instructions notwithstanding such instructions conflict or are inconsistent with a 
subsequent written instruction.  The Successor Agency agrees to assume all risks 
arising out of the use of such electronic methods to submit instructions and directions to 
the Fiscal Agent, including without limitation the risk of the Fiscal Agent acting on 
unauthorized instructions, and the risk of interception and misuse by third parties.  

 
Responsibility for moneys.  The Fiscal Agent shall not be responsible for or 

accountable to anyone for the subsequent use or application of any moneys which shall 
be released or withdrawn in accordance with the provisions of the Fiscal Agent 
Agreement. 
 

Permissive Rights.  The permissive right of the Fiscal Agent to do things 
enumerated in the Fiscal Agent Agreement shall not be construed as a duty and it shall 
not be answerable for other than its negligence or willful misconduct. 

 
Amendments Permitted 

 
With Consent.  The Fiscal Agent Agreement and the rights and obligations of the 

Successor Agency and of the Owners of the Bonds may be modified or amended at any time by 
a Supplemental Agreement pursuant to the affirmative vote at a meeting of Owners, or with the 
written consent without a meeting, of the Owners of at least sixty percent (60%) in aggregate 
principal amount of the Bonds then Outstanding, exclusive of Bonds disqualified as provided in 
the Fiscal Agent Agreement.  No such modification or amendment shall (i) extend the maturity 
of any Bond or reduce the interest rate thereon, or otherwise alter or impair the obligation of the 
Successor Agency to pay the principal of, and the interest and any premium on, any Bond, 
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without the express consent of the Owner of such Bond, or (ii) permit the creation by the 
Successor Agency of any pledge or lien upon the Special Taxes superior to or on a parity with 
the pledge and lien created for the benefit of the Bonds (except as otherwise permitted by the 
Act, the laws of the State of California or the Fiscal Agent Agreement), or reduce the percentage 
of Bonds required for the amendment of the Fiscal Agent Agreement.  

 
Without Consent.  The Fiscal Agent Agreement and the rights and obligations of the 

Successor Agency and of the Owners may also be modified or amended at any time by a 
Supplemental Agreement, without the consent of any Owners, only to the extent permitted by 
law and only for any one or more of the following purposes: 

 
(i) to add to the covenants and agreements of the Successor Agency in the 

Fiscal Agent Agreement, other covenants and agreements thereafter to be observed, or 
(b) to limit or surrender any right or power in the Fiscal Agent Agreement reserved to or 
conferred upon the Successor Agency; 

 
(ii) to make modifications not adversely affecting any Outstanding Bonds in 

any material respect, including, but not limited to, amending the Rate and Method, so 
long as the amendment does not result in coverage less than set forth in clause (E) of 
the Parity Bonds test; 

 
(iii) to make such provisions for the purpose of curing any ambiguity, or of 

curing, correcting or supplementing any defective provision contained in the Fiscal Agent 
Agreement, or in regard to questions arising under the Fiscal Agent Agreement, as the 
Successor Agency and the Fiscal Agent may deem necessary or desirable and not 
inconsistent with the Fiscal Agent Agreement, and which shall not adversely affect the 
rights of the Owners of the Bonds;  

 
(iv) to make such additions, deletions or modifications as may be necessary 

or desirable to assure exclusion from gross income for federal income tax purposes of 
interest on the Bonds; 

 
(v) in connection with the issuance of any Parity Bonds. 

 
Fiscal Agent’s Consent.  Any amendment of the Fiscal Agent Agreement may not 

modify any of the rights or obligations of the Fiscal Agent without its written consent.  The Fiscal 
Agent shall be furnished an opinion of counsel that any such Supplemental Agreement entered 
into by the Successor Agency and the Fiscal Agent complies with the provisions of the Fiscal 
Agent Agreement and the Fiscal Agent may conclusively rely on such opinion and shall be 
absolutely protected in so relying. 

 
Procedure for Amendment with Written Consent of Owners.  The Successor Agency 

and the Fiscal Agent may at any time adopt a Supplemental Agreement amending the 
provisions of the Bonds or of the Fiscal Agent Agreement or any Supplemental Agreement, to 
the extent that such amendment is permitted by the Fiscal Agent Agreement, to take effect 
when and as provided in the Fiscal Agent Agreement.  A copy of such Supplemental 
Agreement, together with a request to Owners for their consent thereto, shall be mailed by first 
class mail, by the Fiscal Agent, at the expense of the Successor Agency), to each Owner of 
Bonds Outstanding, but failure to mail copies of such Supplemental Agreement and request 
shall not affect the validity of the Supplemental Agreement when assented to as provided in the 
Fiscal Agent Agreement. 
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Such Supplemental Agreement shall not become effective unless there shall be filed 
with the Fiscal Agent the written consents of the Owners of at least sixty percent (60%) in 
aggregate principal amount of the Bonds then Outstanding (exclusive of Bonds disqualified as 
provided in the Fiscal Agent Agreement) and a notice shall have been mailed provided  in the 
Fiscal Agent Agreement.  Each such consent shall be effective only if accompanied by proof of 
ownership of the Bonds for which such consent is given, which proof shall be such as is 
permitted by the Fiscal Agent Agreement.  Any such consent shall be binding upon the Owner 
of the Bonds giving such consent and on any subsequent Owner (whether or not such 
subsequent Owner has notice thereof) unless such consent is revoked in writing by the Owner 
giving such consent or a subsequent Owner by filing such revocation with the Fiscal Agent prior 
to the date when the notice provided for in the Fiscal Agent Agreement has been mailed. 

 
After the Owners of the required percentage of Bonds shall have filed their consents to 

the Supplemental Agreement, the Successor Agency shall mail a notice to the Owners in the 
manner provided in the Fiscal Agent Agreement for the mailing of the Supplemental Agreement, 
stating in substance that the Supplemental Agreement has been consented to by the Owners of 
the required percentage of Bonds and will be effective as provided in the Fiscal Agent 
Agreement (but failure to mail copies of said notice shall not affect the validity of the 
Supplemental Agreement or consents thereto).  Proof of the mailing of such notice shall be filed 
with the Fiscal Agent.  A record, consisting of the papers required by the Fiscal Agent 
Agreement to be filed with the Fiscal Agent, shall be proof of the matters therein stated until the 
contrary is proved.  The Supplemental Agreement shall become effective upon the filing with the 
Fiscal Agent of the proof of mailing of such notice, and the Supplemental Agreement shall be 
deemed conclusively binding (except as otherwise provided in the Fiscal Agent Agreement) 
upon the Successor Agency and the Owners of all Bonds at the expiration of 60 days after such 
filing, except in the event of a final decree of a court of competent jurisdiction setting aside such 
consent in a legal action or equitable proceeding for such purpose commenced within such 
sixty-day period. 

 
Discharge of Agreement.  If the Successor Agency shall pay and discharge the entire 

indebtedness on all Bonds Outstanding in any one or more of the following ways: 
 

(A)  by paying or causing to be paid the principal of, and interest and 
any premium on, all Bonds Outstanding, as and when the same become due and 
payable; 

 
(B)  by depositing with the Fiscal Agent, in trust, at or before maturity, 

money which, together with the amounts then on deposit in the funds and 
accounts provided for in the Bond Fund and the Reserve Fund of the Fiscal 
Agent Agreement, is fully sufficient to pay all Bonds Outstanding, including all 
principal, interest and redemption premiums; or 

 
(C)  by irrevocably depositing with the Fiscal Agent, in trust, cash 

and/or Federal Securities in such amount as the Successor Agency shall 
determine, as confirmed by an independent certified public accountant, will, 
together with the interest to accrue thereon and moneys then on deposit in the 
fund and accounts provided for in the Bond Fund and the Reserve Fund (to the 
extent invested in Federal Securities), be fully sufficient to pay and discharge the 
indebtedness on all Bonds (including all principal, interest and redemption 
premiums) at or before their respective maturity dates. 
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If the Successor Agency shall have taken any of the actions specified in (A), (B) or (C) 
above, and if such Bonds are to be redeemed prior to the maturity thereof notice of such 
redemption shall have been given as in the Fiscal Agent Agreement provided or provision 
satisfactory to the Fiscal Agent shall have been made for the giving of such notice, then, at the 
election of the Successor Agency, and notwithstanding that any Bonds shall not have been 
surrendered for payment, the pledge of the Special Taxes and other funds provided for in the 
Fiscal Agent Agreement and all other obligations of the Successor Agency under the Fiscal 
Agent Agreement with respect to such Bonds Outstanding shall cease and terminate.  Notice of 
such election shall be filed with the Fiscal Agent. 

 
Notwithstanding the foregoing, the following obligations and pledges of the Successor 

Agency shall continue in any event: (i) the obligation of the Successor Agency to pay or cause 
to be paid to the Owners of the Bonds not so surrendered and paid all sums due thereon, (ii) the 
obligation of the Successor Agency to pay amounts owing to the Fiscal Agent pursuant to the 
Fiscal Agent Agreement, and (iii) the obligation of the Successor Agency to assure that no 
action is taken or failed to be taken if such action or failure adversely affects the exclusion of 
interest on the Bonds from gross income for federal income tax purposes.  

 
Upon compliance by the Successor Agency with the foregoing with respect to all Bonds 

Outstanding, any funds held by the Fiscal Agent after payment of all fees and expenses of the 
Fiscal Agent, which are not required for the purposes of the preceding paragraph, shall be paid 
over to the Successor Agency and any Special Taxes thereafter received by the Successor 
Agency shall not be remitted to the Fiscal Agent but shall be retained by the Successor Agency 
to be used for any purpose permitted under the Act and the Resolution of Formation. 
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APPENDIX B 
 

SECOND AMENDED AND RESTATED RATE AND METHOD  
OF APPORTIONMENT OF SPECIAL TAX 
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APPENDIX C 
 

FORM OF BOND COUNSEL OPINION 
 
 

July __, 2014 
 
 
 
 
 

Successor Agency to the Redevelopment Agency  
   of the City and County of San Francisco 
1 South Van Ness Avenue, 5th Floor 
San Francisco, California 94103 
 

 
 
OPINION: $36,445,000 Successor Agency to the Redevelopment Agency of the City and 

County of San Francisco Community Facilities District No. 7 (Hunters Point 
Shipyard Phase One Improvements) Special Tax Refunding Bonds, Series 2014  

 
 

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 and County of San Francisco (the “Successor Agency”) of 
$36,445,000 Successor Agency to the Redevelopment Agency of the City and County of San Francisco 
Community Facilities District No. 7 (Hunters Point Shipyard Phase One Improvements) Special Tax 
Refunding Bonds, Series 2014 (the “Bonds”), pursuant to the provisions of the Mello-Roos Community 
Facilities Act of 1982, as amended (section 53311 et seq. of the California Government Code) (the 
“Act”), 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 California (the “Refunding Law”) and a Fiscal Agent Agreement, dated 
as of July 1, 2014, by and between the Successor Agency and The Bank of New York Mellon Trust 
Company, N.A., as fiscal agent (the “Fiscal Agent Agreement”).  We have examined the Act, the 
Refunding 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 Fiscal Agent Agreement, 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 Fiscal Agent Agreement, perform the agreements on its part contained therein, and 
issue the Bonds. 
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Successor Agency to the Redevelopment Agency 
  of the City and County of San Francisco 
July __, 2014 
Page 2 
  
 

2. The Fiscal Agent Agreement has been duly approved by the Successor Agency, and 
constitutes a valid and binding obligation of the Successor Agency, enforceable upon the Successor 
Agency. 

 
3. Pursuant to the Act, the Fiscal Agent Agreement creates a valid lien on the funds pledged 

by the Fiscal Agent Agreement for the security of the Bonds, subject to no prior lien granted under the 
Act. 

 
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 Fiscal Agent Agreement. 

 
5. The interest on the Bonds is excluded from gross income for federal income tax purposes 

and is not an item of tax preference for purposes of the federal alternative minimum tax imposed on 
individuals and corporations; although 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 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 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 Bonds in gross income for federal income tax purposes to be 
retroactive to the date of issuance of the Bonds. We express no opinion regarding other federal tax 
consequences arising with respect to the Bonds. 

 
6. The interest on the Bonds is exempt from personal income taxation imposed by the State of 

California. 
 
The rights of the owners of the Bonds, and the enforceability of the Bonds and the Fiscal Agent 

Agreement, 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 
judicial discretion in appropriate cases. 

 
 

Respectfully submitted, 
 
 
 
A Professional Law Corporation 
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 Section 3. Provision of Annual Reports. 
 
 (a) The Successor Agency shall, or shall cause the Dissemination Agent to, not later than the 
Annual Report Date, commencing March 31, 2014 with the report for the 2013-14 fiscal year (provided 
that the first Annual Report may consist of the Official Statement and the Successor Agency’s audited 
financial statements), provide to the MSRB, in an electronic format as prescribed by the MSRB, an 
Annual Report that is consistent with the requirements of Section 4 of this Disclosure Certificate. Not 
later than 15 Business Days prior to the Annual Report Date, the Successor Agency shall provide the 
Annual Report to the Dissemination Agent (if other than the Successor Agency). If by 15 Business Days 
prior to the Annual Report Date the Dissemination Agent (if other than the Successor Agency) has not 
received a copy of the Annual Report, the Dissemination Agent shall contact the Successor Agency to 
determine if the Successor Agency is in compliance with the previous sentence. The Annual Report may 
be submitted as a single document or as separate documents comprising a package, and may include by 
reference other information as provided in Section 4 of this 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 Annual Report Date, if not available by that date. 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(b). The Successor Agency shall provide a written certification with each Annual 
Report furnished to the Dissemination Agent to the effect that such Annual Report constitutes the Annual 
Report required to be furnished by the Successor Agency hereunder. 
 
 (b)  If the Successor Agency does not provide, or cause the Dissemination Agent to provide, 
an Annual Report by the Annual Report Date, the Successor Agency shall provide (or cause the 
Dissemination Agent to provide) to the MSRB, in an electronic format as prescribed by the MSRB, a 
notice in substantially the form attached hereto as Exhibit A. 
 
 (c)   With respect to the Annual Report, the Dissemination Agent shall: 
 

 (i)  determine each year prior to the Annual Report Date the then-applicable rules 
and electronic format prescribed by the MSRB for the filing of annual continuing disclosure 
reports and disclosure reports; and 
 
 (ii) if the Dissemination Agent is other than the Successor Agency, file a report with 
the Successor Agency certifying that the Annual Report has been provided pursuant to this 
Disclosure Certificate, and stating the date it was provided to the MSRB. 

 
 Section 4. Content of Annual Reports. The Successor Agency’s Annual Report shall contain or 
incorporate by reference the following: 
 
 (a)   The Successor Agency’s audited financial statements prepared in accordance with 
generally accepted accounting principles as promulgated to apply to governmental entities from time to 
time by the Governmental Accounting Standards Board. If the Successor Agency’s audited financial 
statements are not available by the Annual Report Date, 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. 
 
 Unless otherwise provided in the audited financial statements filed on or before the Annual 
Report Date, financial information and operating data with respect to the Successor Agency for the 
preceding fiscal year, substantially similar to that provided in the corresponding tables in the Official 
Statement. 
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 The financial statements required by this subsection (a) shall be accompanied by the following 
statement: 
 
 THE SUCCESSOR AGENCY’S ANNUAL FINANCIAL STATEMENT IS PROVIDED 
SOLELY TO COMPLY WITH THE SECURITIES EXCHANGE COMMISSION STAFF’S 
INTERPRETATION OF RULE 15C2-12. NO FUNDS OR ASSETS OF THE SUCCESSOR AGENCY 
ARE REQUIRED TO BE USED TO PAY DEBT SERVICE ON THE BONDS, AND THE 
SUCCESSOR AGENCY IS NOT OBLIGATED TO ADVANCE AVAILABLE FUNDS TO COVER 
ANY DELINQUENCIES. INVESTORS SHOULD NOT RELY ON THE FINANCIAL CONDITION 
OF THE SUCCESSOR AGENCY IN EVALUATING WHETHER TO BUY, HOLD OR SELL THE 
BONDS. 
 
 (b)   Principal amount of Bonds outstanding. 
 
 (c)  Balance in the Reserve Fund for the Bonds. 
 
 (d)  Total assessed value of all parcels subject to the Special Taxes and the value-to-debt-
burden for the District. 
 
 (e)  A completed table for the then-current fiscal year, as follows: 
 

Land Uses 
# of 

Parcels

Fiscal Year 
20__-__ 

Maximum 
Special Tax 

Fiscal Year 
20__-__ 
Special  

Tax Levy 
% of 
Total 

Pro-Rata 
Share of 

Outstanding 
Bonds 

Value-to-
Burden 
Ratio 

Developed Property       
  Residential Property       
  Non-Residential Property       
    Subtotal Developed Property       
Undeveloped Property       
  Residential Property       
  Non-Residential Property       
    Subtotal Undeveloped Property       
      Total       

 
 (f) A table setting forth the names of each property owner responsible for payment of more 
than 5% of the Special Tax, the Special Tax payable by such owner and the percentage such Special 
Taxes comprise of total Special Taxes payable in the District. 
 
 (g) Special Tax and property tax delinquency rate for parcels in the District.  
 
 (h)   Concerning delinquent parcels: 
 

•  number of parcels delinquent in payment of Special Tax, 
•  amount of total delinquency and as a percentage of total Special Tax levy, and 
•  status of the District’s actions on covenants to pursue foreclosure proceedings 

upon delinquent properties. 
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 (i)  Identity of any delinquent taxpayer obligated for more than 10% of the annual Special 
Tax levy and: 
 

•  assessed value of applicable properties, and 
•  summary of results of foreclosure sales, if available. 

 
 (j)    Significant amendments to land use entitlements for property in the District since the last 
Annual Report which are known to the Successor Agency’s chief financial officer, including but not 
limited to any rezoning of the property or the adoption of any amendment or other change to the specific 
plan for the area that includes the District, which may materially adversely affect Special Tax Revenues. 
 
 (k)  Status of any significant legislative, administrative, and judicial challenges to the 
construction of the development in the District since the last Annual Report which are known to the 
Successor Agency’s chief financial officer, without independent inquiry, but only for Annual Reports for 
years in which construction activity has occurred in the District; such as any lawsuit challenging the land 
use entitlements for the District, or any voter or legislative initiative to curtail or impede development in 
the District. 
 
 (l)  To the extent not otherwise provided pursuant to the preceding items 1-10, annual 
information required to be filed with respect to the District since the last Annual Report with the 
California Debt and Investment Advisory Commission pursuant to Sections 50075.1, 50075.3, 
53359.5(b), 53410(d) or 53411 of the California Government Code. 
 
 (m)   In addition to any of the information expressly required to be provided under paragraphs 
(a) through (l) of this Section, 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. 
 
 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 
have been filed with the MSRB. If the document included by reference is a final official statement, it 
must be available from the MSRB. The Successor Agency shall clearly identify each such other 
document so included by reference. 
 
 Section 5. Reporting of Significant Events. 
 
 (a)   The Successor Agency shall give, or cause to be given, notice of the occurrence of any 
of the following Listed Events with respect to the Bonds: 
 

 (1)   Principal and interest payment delinquencies.  
 
 (2)   Non-payment related defaults, if material. 
 
 (3)   Unscheduled draws on debt service reserves reflecting financial difficulties. 
 
 (4)   Unscheduled draws on credit enhancements reflecting financial difficulties. 
 
 (5)   Substitution of credit or liquidity providers, or their failure to perform. 
 
 (6)   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 
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material notices or determinations with respect to the tax status of the security, or other material 
events affecting the tax status of the security. 
 
 (7)   Modifications to rights of security holders, if material.  
 
 (8)   Bond calls, if material, and tender offers. 
 
 (9)   Defeasances. 
 
 (10)   Release, substitution, or sale of property securing repayment of the securities, if 
material. 
 
 (11)   Rating changes. 
 
 (12)   Bankruptcy, insolvency, receivership or similar event of the Successor Agency or 
other obligated person. 
 
 (13)   The consummation of a merger, consolidation, or acquisition involving the 
Successor Agency or an obligated person, or the sale of all or substantially all of the assets of the 
Successor Agency or an 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, if material. 
 
 (14)   Appointment of a successor or additional trustee or the change of name of a 
trustee, if material. 

 
 (b)   Whenever the Successor Agency obtains knowledge of the occurrence of a Listed Event, 
the Successor Agency shall, or shall cause the Dissemination Agent (if not the Successor Agency) to, file 
a notice of such occurrence with the MSRB, in an electronic format as prescribed by the MSRB, in a 
timely manner not in excess of 10 business days after the occurrence of the Listed Event. 
 
 (c)   Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(8) 
and (9) above need not be given under this subsection any earlier than the notice (if any) of the 
underlying event is given to holders of affected Bonds under the Trust Agreement. 
 
 (d)   The Successor Agency acknowledges that the events described in subparagraphs (a)(2), 
(a)(7), (a)(8) (if the event is a bond call), (a)(10), (a)(13), and (a)(14) of this Section 5 contain the 
qualifier “if material,” and subparagraph (a)(6) contains the qualifier "material" with respect to certain 
notices, determinations or other events affecting the tax status of the Bonds. The Successor Agency shall 
cause a notice to be filed as set forth in paragraph (b) above with respect to any such event only to the 
extent that the Successor Agency determines the event’s occurrence is material for purposes of U.S. 
federal securities law. 
 
 (e)   For purposes of this Disclosure Certificate, any event described in paragraph (a)(12) 
above is considered to occur when any of the following occur: the appointment of a receiver, fiscal agent, 
or similar officer for the Successor Agency in a proceeding under the United States Bankruptcy Code or 
in any other proceeding under state or federal law in which a court or governmental authority has 
assumed jurisdiction over substantially all of the assets or business of the Successor Agency, or if such 
jurisdiction has been assumed by leaving the existing governing body and officials or officers in 
possession but subject to the supervision and orders of a court or governmental authority, or the entry of 
an order confirming a plan of reorganization, arrangement, or liquidation by a court or governmental 
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authority having supervision or jurisdiction over substantially all of the assets or business of the 
Successor Agency. 
 
 Section 6. Identifying Information for Filings with the MSRB. All documents provided to the 
MSRB under the 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 legal defeasance, prior redemption or payment in full of 
all of the Bonds. If such termination occurs prior to the final maturity of the Bonds, the Successor 
Agency shall give notice of such termination in the same manner as for a Listed Event under 
Section 5(b). 
 
 Section 8. 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 Dissemination Agent, with or without appointing a successor Dissemination 
Agent. The initial Dissemination Agent shall be Digital Assurance Certification, LLC. Any 
Dissemination Agent may resign by providing 30 days’ written notice to the Successor Agency. 
 
 Section 9. Amendment; Waiver. Notwithstanding any other provision of this Disclosure 
Certificate, the Successor Agency may amend this Disclosure Certificate, and any provision of this 
Disclosure Certificate may be waived, provided that the following conditions are satisfied: 
 
 (a)   if the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5(a), it may 
only be made in connection with a change in circumstances that arises from a change in legal 
requirements, change in law, or change in the identity, nature, or status of an obligated person with 
respect to the Bonds, or type of business conducted; 
 
 (b)   the undertakings herein, as proposed to be amended or waived, would, in the opinion of 
nationally recognized bond counsel, have complied with the requirements of the Rule at the time of the 
primary offering of the Bonds, after taking into account any amendments or interpretations of the Rule, 
as well as any change in circumstances; and 
 
 (c)   the proposed amendment or waiver either (i) is approved by holders of the Bonds in the 
manner provided in the Trust Agreement for amendments to the Trust Agreement with the consent of 
holders, or (ii) does not, in the opinion of the Fiscal Agent or nationally recognized bond counsel, 
materially impair the interests of the holders or beneficial owners of the Bonds. 
 
 If the annual financial information or operating data to be provided in the Annual Report is 
amended pursuant to the provisions hereof, the first Annual Report filed pursuant hereto containing the 
amended operating data or financial information shall explain, in narrative form, the reasons for the 
amendment and the impact of the change in the type of operating data or financial information being 
provided. 
 
 If an amendment is made to this Disclosure Certificate modifying the accounting principles to be 
followed in preparing financial statements, the Annual Report for the year in which the change is made 
shall present a comparison between the financial statements or information prepared on the basis of the 
new accounting principles and those prepared on the basis of the former accounting principles. The 
comparison shall include a qualitative discussion of the differences in the accounting principles and the 
impact of the change in the accounting principles on the presentation of the financial information, in 
order to provide information to investors to enable them to evaluate the ability of the Successor Agency 
to meet its obligations. To the extent reasonably feasible, the comparison shall be quantitative. 
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 A notice of any amendment made pursuant to this Section 9 shall be filed in the same manner as 
for a Listed Event under Section 5(b). 
 
 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. If the Successor Agency fails to comply with any provision of this 
Disclosure Certificate, the Participating Underwriter or any holder or beneficial owner of the Bonds may 
take such actions as may be necessary and appropriate, including seeking mandate or specific 
performance by court order, to cause the Successor Agency to comply with its obligations under this 
Disclosure Certificate. A default under this Disclosure Certificate shall not be deemed an Event of 
Default under the Trust Agreement, and 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 and Fees of Dissemination Agent. 
 
 (a)   The Dissemination Agent shall have only such duties as are specifically set forth in this 
Disclosure Certificate, 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 arising out of or in the exercise or performance of its powers and duties hereunder, including 
the costs and expenses (including attorneys’ fees) of defending against any claim of liability, but 
excluding liabilities due to the Dissemination Agent’s negligence or willful misconduct. The 
Dissemination Agent shall have no duty or obligation to review any information provided to it hereunder 
and shall not be deemed to be acting in any fiduciary capacity for the Successor Agency, any land owners 
in the District, the Fiscal Agent, the Bond owners or any other party. The obligations of the Successor 
Agency under this Section shall survive resignation or removal of the Dissemination Agent and payment 
of the Bonds. 
 
 (b)   The Dissemination Agent shall be paid compensation by the Successor Agency for its 
services provided hereunder in accordance with its schedule of fees as amended from time to time, and 
shall be reimbursed for all expenses, legal fees and advances made or incurred by the Dissemination 
Agent in the performance of its duties hereunder. 
 
 Section 13. Notices. Any notice or communications to be among any of the parties to this 
Disclosure Certificate may be given as follows: 
 
 To the Issuer:    Successor Agency to the Redevelopment Agency of  
    the City and County of San Francisco 
    One South Van Ness Avenue, 5th Floor 
    San Francisco, California 94103 
    Attention: Executive Director 
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 To the Fiscal Agent:     The Bank of New York Mellon Trust Company, N.A. 
    100 Pine Street, Suite 3100  
    San Francisco, California 94111 
 
 To the Dissemination Agent:      Digital Assurance Certification, LLC 
    390 North Orange Avenue 
    Orlando, Florida 32801-1674 
 
 To the Participating Underwriter:   Stifel, Nicolaus & Company, Incorporated  
    One Montgomery Street, 37th Floor 
    San Francisco, California 94104 
    Attention: Municipal Research Department 
 
    Backstrom McCarley Berry & Co., LLC 
    115 Sansome Street, Mezzanine A 
    San Francisco, CA 94104 
 
Any person may, by written notice to the other persons listed above, designate a different address or 
telephone number(s) to which subsequent notices or communications should be sent. 
 
 Section 14. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the 
Successor Agency, the Fiscal Agent, the Dissemination Agent, the Participating Underwriter and holders 
and beneficial owners from time to time of the Bonds, and shall create no rights in any 
other person or entity. 
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 Section 15. Counterparts. This Disclosure Certificate may be executed in several counterparts, 
each of which shall be regarded as an original, and all of which shall constitute one and the same 
instrument. 
 
Date: _______, 2014 

SUCCESSOR AGENCY TO THE 
REDEVELOPMENT AGENCY OF THE CITY AND 
COUNTY OF SAN FRANCISCO 

 
 
 
      By:_________________________________________ 
        Executive Director 
 
 
AGREED AND ACCEPTED: 
 
DIGITAL ASSURANCE CERTIFICATION, LLC, as Dissemination Agent 
 
 
 
By:____________________________________ 
 
Name:_________________________________ 
 
Title:__________________________________ 
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DEVELOPER CONTINUING DISCLOSURE CERTIFICATE 
(HPS DEVELOPMENT CO., LP) 

 
 This Continuing Disclosure Certificate (HPS Development Co., LP) (this “Disclosure 
Certificate”) is executed and delivered by the undersigned (the “Master Developer”) in connection with 
the issuance by the Successor Agency to the Redevelopment Agency of the City and County of San 
Francisco (the “Successor Agency”) of the  Successor Agency to the Redevelopment Agency of the City 
and County of San Francisco Community Facilities District No. 7 (Hunters Point Shipyard Phase One 
Improvements) Special Tax Refunding Bonds, Series 2014 (the “Bonds”) with respect to the 
Redevelopment Agency of City and County of San Francisco Community Facilities District No. 7 
(Hunters Point Shipyard Phase One Improvements) (the “District”). The Bonds are being issued pursuant 
to a Fiscal Agent Agreement dated as of July 1, 2014 (the “Fiscal Agent Agreement”), by and between the 
Successor Agency and The Bank of New York Mellon Trust Company, N.A., as fiscal agent (the “Fiscal 
Agent”). 
 
 The Master Developer covenants and agrees as follows: 
 

SECTION 1.  Purpose of the Disclosure Certificate.  This Disclosure Certificate is being executed 
and delivered by the Master Developer for the benefit of the Holders and Beneficial Owners of the Bonds. 

 
SECTION 2.  Definitions.  In addition to the definitions set forth in the Fiscal Agent Agreement, 

which apply to any capitalized term used in this Disclosure Certificate unless otherwise defined in this 
Section, the following capitalized terms shall have the following meanings: 

 
“Affiliated Builder” means the purchaser of any portion of the Property owned by the Master 

Developer that is affiliated with the Master Developer and who does not enter into a separate continuing 
disclosure certificate in accordance with Section 8 herein.  As of the date of this Disclosure Certificate, 
the Affiliated Builders are HPS1 Block 50, LLC; HPS1 Block 51, LLC; HPS1 Block 53, LLC; and HPS1 
Block 54, LLC. 

 
“Beneficial Owner” means any person which has the power, directly or indirectly, to vote or 

consent with respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds 
through nominees, depositories or other intermediaries). 

 
 “Dissemination Agent” means Digital Assurance Certification, LLC, or any successor 
Dissemination Agent designated in writing by the Master Developer, and which has filed with the Master 
Developer, the Successor Agency and the Fiscal Agent a written acceptance of such designation, and 
which is experienced in providing dissemination agent services such as those required under this 
Disclosure Certificate. 
 
 “EMMA” shall mean the Electronic Municipal Market Access system of the MSRB. 
 

“Holders” means either the registered owners of the Bonds, or, if the Bonds are registered in the 
name of The Depository Trust Company or another recognized depository, any applicable participant in 
its depository system that has an ownership interest in the Bonds. 

 
“Listed Events” means any of the events listed in Section 5(a) 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 that 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 Stifel, Nicolaus & Company, Incorporated and Backstrom 
McCarley Berry & Co., LLC, the original Underwriters of the Bonds required to comply with the Rule in 
connection with offering of the Bonds. 

 
 “Property” means the property within the District that is then owned by the Master Developer or 
any Affiliated Builders.   

 
“Repository” means the MSRB or any other entity designated or authorized by the Securities and 

Exchange Commission to receive reports pursuant to the Rule.  Unless otherwise designated by the 
MSRB or the Securities and Exchange Commission, filings with the MSRB are to be made through the 
Electronic Municipal Market Access (EMMA) website of the MSRB, currently located at 
http://emma.msrb.org. 

 
“Rule” means Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission under the 

Securities Exchange Act of 1934, as the same may be amended from time to time. 
 
“Semi-Annual Report” means any Semi-Annual Report provided by the Master Developer 

pursuant to, and as described in, Sections 3 and 4 of this Disclosure Certificate. 
 
“State” means the State of California. 
 
SECTION 3.  Provision of Semi-Annual Reports. 
 
(a) The Master Developer shall, not later than March 31 and September 30 of each year, 

commencing March 31, 2015, provide to the Repository a Semi-Annual Report which is consistent with 
the requirements of Section 4 of this Disclosure Certificate. If, in any year, March 31 or September 30 
falls on a Saturday, Sunday or a holiday on which the Fiscal Agent’s offices are closed for business, such 
deadline shall be extended to the next following day on which the Fiscal Agent’s offices are open for 
business. The Semi-Annual Report may be submitted as a single document or as separate documents 
comprising a package, and may include by reference other information. 

 
(b) If the Master Developer is unable to provide a Semi-Annual Report to the Repository by 

the date required in subsection (a), the Dissemination Agent shall send a notice to the Repository in the 
form attached as Exhibit A. 

 
(c) The Dissemination Agent shall: 
 
 (i) determine each year prior to the date for providing the Semi-Annual Report the name 

and address of the Repository; 
 
 (ii) by the date required therefor by Section 3(a), file, or confirm the filing of, the Semi-

Annual Report with each Repository and deliver, or confirm delivery of, a copy to the Successor Agency; 
 
 (iii) as soon as practicable following receipt from the Master Developer of a request, file, 

or confirm the filing of, any notice of a Listed Event and deliver, or confirm the delivery of, a copy to the 
Successor Agency; and 

 
 (iv) if the Dissemination Agent files the Semi-Annual Report, it shall file a report with 

the Master Developer certifying that the Semi-Annual Report has been provided pursuant to this 
Disclosure Certificate, stating the date it was provided and the Repository to which it was provided. 
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SECTION 4.  Content of Semi-Annual Reports.  The Master Developer’s Semi-Annual Report 
shall contain or incorporate by reference the following information with respect to the Property only, in 
each case, absent extraordinary circumstances, as of the date that is no greater than thirty days prior to the 
date of the Semi-Annual Report: 

 
(a) Any significant changes (as enumerated in Section 5 or which could materially affect the 

security for the Bonds) in the information contained in the Official Statement dated July 17, 2014 relating 
to the Bonds (the “Official Statement”) under the caption “THE DISTRICT–The Master Developer;” 

 
(b) Any change in the legal structure of the Master Developer or in the composition of the 

Master Developer; 
 
(c) Any denial of credit, lines of credit, loans or loss of source of capital that could have a 

significant impact on the ability of the Master Developer or Affiliated Builders to make Special Tax 
payments on the Property or to comply with its obligation under any development agreement entered into 
with the Successor Agency; 

 
(d) A description of the status of development on each parcel of Property still subject to the 

Special Tax owned by the Master Developer and Affiliated Builders within the District, including:  the 
status of construction and the number of homes completed (i.e., for which certificates of occupancy have 
been issued) and the number of homes sold; 

 
(e) Any significant changes in the information set forth in the Official Statement regarding 

the Property, the Master Developer, and the Affiliated Builders under the caption “THE DISTRICT” with 
the following exceptions: 

 
 (i) no report need be provided as to changes in the information set forth under the 

captions (and any subcaptions thereunder): “–Property Valuation;” “–Environmental Matters and 
Hazardous Substances;” “–Utilities;” “–Overlapping Taxes, Charges and Assessments;” “–Community 
Facilities District No. 8;” and “–Special Tax Administration.” 

 
 (ii) the Master Developer’s obligation to provide information on Tables 11 and 12 shall 

be limited to significant changes to the total estimated costs and the total estimated cost to complete. 
 
 (iii) the Master Developer’s obligation to provide information on Table 14 shall terminate 

when substantially all of the infrastructure for the District has been completed. 
 
(f) The assumption of disclosure obligations with respect to property transferred to an 

Affiliated Builder, as described in Section 8(b) herein. 
 
SECTION 5.  Reporting of Significant Events. 
 
(a) Pursuant to the provisions of this Section 5, until termination of this Disclosure 

Certificate, the Master Developer shall give, or cause to be given, within fifteen (15) days of the 
occurrence, of any of the following events: 

 
 (i) Transfer of Property within the District to another developer or builder that is not an 

Affiliated Builder if the portion of the Property acquired by such developer or builder is responsible for 
20% or more of the special taxes levied in the fiscal year in which the portion of the Property is acquired; 

 
 (ii) Any failure of the Master Developer and any Affiliated Builders to make general 

property tax, special assessments or Special Tax payments when due with respect to the Property; 



 

 

D-14 

 
 (iii) Initiation of bankruptcy proceedings (whether voluntary or involuntary) by the 

Master Developer or any general partner of the Master Developer, or any Affiliated Builders; and 
 
 (iv) Any significant changes to any government imposed preconditions, or any significant 

legislative, administrative and/or judicial challenges to the commencement or continuation of 
development of the Property known to the Master Developer without any independent inquiry. 

 
 (v) The termination of the Master Developer’s obligations under this Disclosure 

Certificate. 
 
[SECTION 6.  Reserved.] 
 
SECTION 7.  Termination of Reporting Obligation.  The Master Developer’s obligations under 

this Disclosure Certificate to prepare and file a Semi-Annual Report or notices of Listed Events with 
respect to the Property shall terminate upon the earliest to occur of the following: (a) the legal defeasance, 
prior redemption or payment in full of all of the Bonds; (b) the Master Developer and all Affiliated 
Builders shall own Property responsible for less than twenty percent (20%) of the Special Tax in the 
District, in any Fiscal Year; or (c) all of the Master Developer’s and Affiliated Builders’ Property is no 
longer subject to the Special Tax.  If such termination occurs prior to the final maturity of the Bonds, the 
Master Developer shall give notice of such termination in the same manner as for a Listed Event under 
Section 5. 

 
SECTION 8.  Subsequent Developers.   
 
(a)  The Master Developer agrees to require, as a condition of sale of any portion of the 

Property within the District which the Master Developer sells while any Bonds remain outstanding, that 
any purchaser who, as result of such sale, would own property responsible for 20% or more of the special 
taxes levied in the fiscal year in which the portion of the Property is acquired (the “Purchaser”) execute a 
certificate substantially similar to this Disclosure Certificate, but applying only to the property acquired 
by the Purchaser within the District.  Upon execution of the separate certificate, the Master Developer’s 
obligations under this Disclosure Certificate with respect to the property acquired by the Purchaser shall 
terminate.  

 
(b)  Notwithstanding Section 8(a) above, if the Master Developer sells any portion of the 

Property within the District to an Affiliated Builder who does not enter into a separate disclosure 
certificate, then the Master Developer shall continue to provide information pursuant to this Disclosure 
Certificate with respect to the property acquired by the Affiliated Builder.  If the Master Developer is to 
report on the property owned by an Affiliated Builder, the Master Developer shall disclose this 
arrangement in the next Semi-Annual Report (it shall not be considered a significant event under 
Section 5). The Affiliated Builder may, at any time, execute a separate disclosure certificate substantially 
similar to this Disclosure Certificate pertaining to the property acquired by the Affiliated Builder, in 
which case the Master Developer’s obligations under this Disclosure Certificate with respect to the 
property acquired by the Affiliated Builder shall terminate.   

 
SECTION 9.  Dissemination Agent.  The Master Developer may, from time to time, appoint or 

engage a Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, 
and may discharge any such Dissemination Agent, with or without appointing a successor Dissemination 
Agent. The initial Dissemination Agent shall be Digital Assurance Certification, LLC. The Dissemination 
Agent shall not be responsible in any manner for the content of any notice or report prepared by the 
Master Developer pursuant to this Disclosure Certificate. 
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SECTION 10.  Amendment; Waiver.  Notwithstanding any other provision of this Disclosure 
Certificate, the Master Developer may amend this Disclosure Certificate, and any provision of this 
Disclosure Certificate may be waived, provided that the following conditions are satisfied: 

 
(a) If the amendment or waiver relates to the provisions of Sections 3(a), 4, or 5(a), it may 

only be made in connection with a change in circumstances that arises from a change in legal 
requirements, change in law; 

 
(b) The undertaking, as amended or taking into account such waiver, would, in the opinion of 

nationally recognized bond counsel, have complied with the requirements of the Rule at the time of the 
original issuance of the Bonds, after taking into account any amendments or interpretations of the Rule, as 
well as any change in circumstances; and 

 
(c) The amendment or waiver either (i) is approved by the Holders of the Bonds in the same 

manner as provided in the Indenture for amendments to the Indenture with the consent of Holders, or (ii) 
does not, in the opinion of nationally recognized bond counsel, materially impair the interests of the 
Holders or Beneficial Owners of the Bonds. 

 
In the event of any amendment or waiver of a provision of this Disclosure Certificate, the Master 

Developer shall describe such amendment in the next Semi-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 information being presented 
by the Master Developer. 

 
SECTION 11.  Additional Information.  Nothing in this Disclosure Certificate shall be deemed to 

prevent the Master Developer 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 Semi-Annual Report or notice of occurrence of a Listed Event, in addition to 
that which is required by this Disclosure Certificate. If the Master Developer chooses to include any 
information in any Semi-Annual Report or notice of occurrence of a Listed Event in addition to that 
which is specifically required by this Disclosure Certificate, the Master Developer shall have no 
obligation under this Certificate to update such information or include it in any future Semi-Annual 
Report or notice of occurrence of a Listed Event. 

 
SECTION 12.  Default.  In the event of a failure of the Master Developer to comply with any 

provision of this Disclosure Certificate any Holder or Beneficial Owner of the Bonds may take such 
actions as may be necessary and appropriate, including seeking mandate or specific performance by court 
order, to cause the Master Developer to comply with its obligations under this Disclosure Certificate. A 
default under this Disclosure Certificate shall not be deemed an Event of Default under the Indenture, and 
the sole remedy under this Disclosure Certificate in the event of any failure of the Master Developer to 
comply with this Disclosure Certificate shall be an action to compel performance. 

 
SECTION 13.  Duties, Immunities and Liabilities and Fees of Dissemination Agent.   
 
(a) The Dissemination Agent shall have only such duties as are specifically set forth in this 

Disclosure Certificate, and if the Master Developer is not the Dissemination Agent, the Master Developer 
agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and agents, 
harmless against any loss, expense and liabilities which it may incur arising out of or in the exercise or 
performance of its powers and duties hereunder, including the costs and expenses (including attorneys’ 
fees) of defending against any claim of liability, but excluding liabilities due to the Dissemination Agent’s 
negligence or wilful misconduct.  The obligations of the Master Developer under this Section shall 
survive resignation or removal of the Dissemination Agent and payment of the Bonds. 
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 (b)   The Dissemination Agent shall be paid compensation by the Successor Agency for its 
services provided hereunder in accordance with its schedule of fees as amended from time to time, and 
shall be reimbursed for all expenses, legal fees and advances made or incurred by the Dissemination 
Agent in the performance of its duties hereunder. 

 
SECTION 14.  Beneficiaries.  This Disclosure Certificate shall inure solely to the benefit of the 

Master Developer, the Dissemination Agent, the Participating Underwriters and Holders and Beneficial 
Owners from time to time of the Bonds, and shall create no rights in any other person or entity. 
 
Date: __________, 2014 
 

HPS DEVELOPMENT CO., LP,  
a Delaware limited partnership 
 
By:  CP/HPS Development Co. GP, LLC, 
 a Delaware limited liability company, 
 its General Partner 
 
 
 
 By:____________________________ 
  Kofi Bonner 
  President 

 
AGREED AND ACCEPTED: 
 
DIGITAL ASSURANCE CERTIFICATION, LLC, as Dissemination Agent 
 
 
 
By:____________________________________ 
 
Name:_________________________________ 
 
Title:__________________________________ 
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APPENDIX E 
 

DTC AND THE BOOK-ENTRY ONLY SYSTEM 
 
 
The following description of the Depository Trust Company (“DTC”), the procedures and record 

keeping with respect to beneficial ownership interests in the Bonds, payment of principal, interest and 
other payments on the Bonds to DTC Participants or Beneficial Owners, confirmation and transfer of 
beneficial ownership interest in the Bonds and other related transactions by and between DTC, the DTC 
Participants and the Beneficial Owners is based solely on information provided by DTC.  Accordingly, no 
representations can be made concerning these matters and neither the DTC Participants nor the 
Beneficial Owners should rely on the foregoing information with respect to such matters, but should 
instead confirm the same with DTC or the DTC Participants, as the case may be.   

 
Neither the issuer of the Bonds (the “Issuer”) nor the trustee, fiscal agent or paying agent 

appointed with respect to the Bonds (the “Agent”) take any responsibility for the information contained 
in this Appendix.  

 
No assurances can be given that DTC, DTC Participants or Indirect Participants will distribute 

to the Beneficial Owners (a) payments of interest, principal or premium, if any, with respect to the Bonds, 
(b) certificates representing ownership interest in or other confirmation or ownership interest in the 
Bonds, or (c) redemption or other notices sent to DTC or Cede & Co., its nominee, as the registered 
owner of the Bonds, or that they will so do on a timely basis, or that DTC, DTC Participants or DTC 
Indirect Participants will act in the manner described in this Appendix.  The current “Rules” applicable 
to DTC are on file with the Securities and Exchange Commission and the current “Procedures” of DTC 
to be followed in dealing with DTC Participants are on file with DTC. 

 
1. The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for 

the securities (the “Securities”). The Securities 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 Security certificate will be issued for each issue of 
the Securities, each in the aggregate principal amount of such issue, and will be deposited with DTC.  If, 
however, the aggregate principal amount of any issue exceeds $500 million, one certificate will be issued 
with respect to each $500 million of principal amount, and an additional certificate will be issued with 
respect to any remaining principal amount of such issue. 

 
2. 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 



 

E-2 

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 and www.dtc.org. The 
information contained on this Internet site is not incorporated herein by reference. 

 
3. Purchases of Securities under the DTC system must be made by or through Direct Participants, 

which will receive a credit for the Securities on DTC’s records.  The ownership interest of each actual 
purchaser of each Security (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect 
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 
Securities are to be accomplished by entries made on the books of Direct and Indirect Participants acting 
on behalf of Beneficial Owners.  Beneficial Owners will not receive certificates representing their 
ownership interests in Securities, except in the event that use of the book-entry system for the Securities is 
discontinued.  

 
4. To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTC are 

registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be 
requested by an authorized representative of DTC.  The deposit of Securities with DTC and their 
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial 
ownership.  DTC has no knowledge of the actual Beneficial Owners of the Securities; DTC’s records 
reflect only the identity of the Direct Participants to whose accounts such Securities 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. 

 
5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct 

Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory 
requirements as may be in effect from time to time.  Beneficial Owners of Securities may wish to take 
certain steps to augment the transmission to them of notices of significant events with respect to the 
Securities, such as redemptions, tenders, defaults, and proposed amendments to the Security documents.  
For example, Beneficial Owners of Securities may wish to ascertain that the nominee holding the 
Securities 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. 

 
6. Redemption notices shall be sent to DTC.  If less than all of the Securities 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. 

 
7. Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect 

to Securities unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under 
its usual procedures, DTC mails an Omnibus Proxy to Issuer as soon as possible after the record date.  
The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to 
whose accounts Securities are credited on the record date (identified in a listing attached to the Omnibus 
Proxy). 
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8. Redemption proceeds, distributions, and dividend payments on the Securities will be made to 
Cede & Co., or such other nominee as may be requested by an authorized representative of DTC.  DTC’s 
practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail 
information from Issuer or Agent, 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, Agent, or 
Issuer, 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 Issuer or Agent, 
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. 

 
9. DTC may discontinue providing its services as depository with respect to the Securities at any 

time by giving reasonable notice to Issuer or Agent.  Under such circumstances, in the event that a 
successor depository is not obtained, Security certificates are required to be printed and delivered. 

 
10. Issuer may decide to discontinue use of the system of book-entry-only transfers through DTC 

(or a successor securities depository).  In that event, Security certificates will be printed and delivered to 
DTC. 

 
11. The information in this section concerning DTC and DTC’s book-entry system has been 

obtained from sources that Issuer believes to be reliable, but Issuer takes no responsibility for the 
accuracy thereof. 
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APPENDIX F 
 

THE APPRAISAL REPORT 
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