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This is a reoffering of the above-captioned City of Pacifica (the “City”) Certificates of Participation (the “Certificates”) that were initially offered (the
“Original Certificates”) and executed pursuant to a Trust Agreement dated as of May 1, 2006 (the “Original Trust Agreement”), by and among the City, the City
of Pacifica Financing Authority (the “Authority”) and Wells Fargo Bank, National Association, as trustee thereunder (the “2006 Trustee”). In connection with the
interest rate conversion described herein (the “Conversion”), the Original Trust Agreement will be amended and restated by the Amended and Restated Trust
Agreement, dated as of August 1, 2008 (together with the Original Trust Agreement and the amendments and supplements hereto, the “Trust Agreement”), by
and among the City, the Authority and Deutsche Bank National Trust Company (the “Trustee”). The Certificates were originally executed and delivered for the
principal purpose of refunding certain City debt obligations which were originally issued to finance the acquisition, construction and equipping of certain City
public improvement projects (collectively, the “Original Improvements”). See “THE FINANCING PLAN” herein.

The Original Certificates were initially executed and delivered as auction rate securities on May 16, 2006 in the aggregate principal amount of $15,725,000
with a final maturity date of January 8, 2037, with interest rates correspondingly changing from time to time in conjunction with the auction rate market. In
connection with the reoffering of the Certificates pursuant to this Reoffering Memorandum, the interest rates applicable to the Certificates are being fixed to their
respective maturities at their respective rates shown on the inside front cover page hereof. Such interest will be payable on January 1 and July 1 of each year,
commencing January 1, 2009.

The Project (as defined herein) has been undertaken by the City for the purpose of issuing the Certificates, the proceeds of which are anticipated to be used
to (i) fund an escrow to cause the mandatory tender of all outstanding Original Certificates necessary to cause the Fixed Rate Conversion thereof, (ii) provide
funds relating to the acquisition, construction and equipping of certain City public street improvement projects (the “2008 Improvements”), (iii) fund certain
costs relating to termination of a swap agreement relating to the Original Certificates, (iv) fund capitalized interest, (v) fund or provide for satisfaction of the
Reserve Fund Requirement, and (vi) pay the costs incurred in connection with the execution, delivery and sale of the Certificates. See “THE FINANCING
PLAN” herein.

Upon Conversion, the Certificates represent direct, undivided fractional interests of the owners thereof in the lease payments (the “Lease Payments” and
each a “Lease Payment”) to be made by the City to the Authority for the use and occupancy of the Site and Facilities as described in the First Amended and
Restated Lease Agreement, dated as of May 1, 2006, by and between the Authority and the City (the “Original Lease Agreement”), as amended by the
Amendment to First Amended and Restated Lease Agreement, dated as of August 1, 2008 (together with the Original Lease Agreement and the amendments and
supplements hereto, the “Lease Agreement”), by and between the City and the Authority. Pursuant to the Lease Agreement, the Authority will lease to the City
the Site and Facilities, as more particularly set forth in the Lease Agreement (the “Site and Facilities”). Prior to Conversion, proceeds of the Certificates, in an
amount necessary to convert the Original Certificates as set forth herein, will be deposited in a designated escrow fund and held in escrow as collateral security
for the Certificates until the Conversion Date. See “THE CERTIFICATES” and “THE FINANCING PLAN” herein.

The Certificates are being executed and delivered in denominations of $5,000 and integral multiples thereof in book-entry form only and, when executed
and delivered, will be registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New York. Purchasers of the Certificates
will not receive certificates representing their beneficial ownership thereof but will receive credit balances on the books of their respective nominees. The
principal of and interest evidenced by the Certificates are payable by the Trustee to Cede & Co.; and such interest and principal payments are to be disbursed to
the beneficial owners of the Certificates through their nominees. See “BOOK-ENTRY ONLY SYSTEM” herein.

The Certificates are subject to optional, mandatory and special prepayment prior to their respective maturities, in accordance with the terms of
the Trust Agreement. See “PREPAYMENT PROVISIONS” herein.

The scheduled payment of principal of and interest on the Original Certificates when due is guaranteed under a financial guaranty insurance policy No.
25296BE effective as of May 16, 2006 (the “Original Policy”), issued by Ambac Assurance Corporation (the “Insurer” or the “Certificate Insurer”), which
Original Policy continues, along with a certain Financial Guaranty Insurance Policy issued by the Certificate Insurer effective simultaneously with the original
delivery of the Certificates ( the “2008 Policy” together with the Original Policy, the “Policy” or “Certificate Insurance Policy”), to guaranty the payment of
principal of and interest on the Certificates. The City has not reviewed the financial condition of the Insurer and makes no representation as to such Policy or
financial condition of the Insurer. Prospective purchasers of the Certificates should rely on the City’s ability to make Lease Payments in determining whether to
invest in the Certificates. See “THE CERTIFICATE INSURANCE POLICY” and “RISK FACTORS” herein.

The City is, subject to abatement as described herein, legally required under the Lease Agreement to make Lease Payments in an amount sufficient to pay,
when due, the principal and interest with respect to Certificates in each year in consideration of the use and occupancy of the Sites and Facilities from any source
of legally available funds. The City has covenanted under the Lease Agreement to take such action as may be necessary to include all Lease Payments in its
annual budgets and to make the necessary annual appropriations therefore.

MATURITY SCHEDULE
(See inside front cover page)

THE OBLIGATION OF THE CITY TO PAY LEASE PAYMENTS DOES NOT CONSTITUTE AN OBLIGATION OF THE CITY FOR WHICH
THE CITY IS OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE CITY HAS LEVIED OR PLEDGED
ANY FORM OF TAXATION OR OTHER FAITH AND CREDIT OF THE CITY. NEITHER THE CERTIFICATES NOR THE OBLIGATION OF
THE CITY TO PAY LEASE PAYMENTS CONSTITUTES A DEBT OF THE CITY, THE STATE OF CALIFORNIA OR ANY OF ITS POLITICAL
SUBDIVISIONS WITHIN THE MEANING OF THE CONSTITUTION OF THE STATE OF CALIFORNIA OR OTHERWISE.

The Certificates are reoffered, when, as and if executed, delivered to and received by the Underwriter, subject to approval of legality by Greenberg
Traurig, LLP, Santa Monica, California, Special Counsel. Certain legal matters will be passed upon for the City and the Authority by their general counsel,
respectively. Certain legal matters will be passed upon for the City by its Disclosure Counsel, The Weist Law Firm, A Professional law Corporation, Scotts
Valley, California. It is anticipated that the Certificates in book-entry form, will be available for delivery in New York, New York on or about July 31, 2008 for
deposit with DTC.

Dated: July 28, 2008



MATURITY DATES, PRINCIPAL AMOUNTS, INTEREST RATES AND YIELDS
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MATURITY SCHEDULE
(Base CUSIP† No. 695096)

$9,300,000 Serial Maturities

Maturity Date
(January 1)

Principal
Amount

Interest
Rate Yield CUSIP†

2010 $510,000 3.000% 2.700% DC8
2011 455,000 3.250 3.200 DD6
2017 580,000 4.250 4.400 DK0
2018 555,000 4.375 4.550 DL8
2019 625,000 4.500 4.700 DM6
2020 625,000 4.625 4.850 DN4
2023 650,000 5.000 5.100 DR5
2024 700,000 5.000 5.150 DS3
2025 700,000 5.000 5.200 DT1
2026 750,000 5.000 5.250 DU8
2027 725,000 5.125 5.300 DV6
2028 800,000 5.125 5.350 DW4
2029 825,000 5.250 5.400 DX2
2030 800,000 5.375 5.500 DY0

$1,050,000 4.500% Term Certificates Due January 1, 2013 – Yield 3.700% CUSIP† No. DF1

$1,590,000 4.500% Term Certificates Due January 1, 2016 – Yield 4.200% CUSIP† No. DJ3

$1,275,000 5.000% Term Certificates Due January 1, 2022 – Yield 5.000% CUSIP† No. DQ7

$6,600,000 5.375% Term Certificates Due January 1, 2037 – Yield 5.600% CUSIP† No. DZ7

† Copyright 2008, American Bankers Association. CUSIP data herein is provided by Standard and Poor’s, CUSIP Service Bureau, a division of The McGraw-Hill
Companies, Inc. This data is not intended to create a database and does not serve in any way as a substitute for the CUSIP Service. CUSIP numbers are provided for
convenience of reference only. None of the City, the Authority, or the Underwriter take any responsibility for the accuracy of such CUSIP numbers. The CUSIP
number for a specific maturity is subject to being changed after the issuance of the Certificates as a result of various subsequent actions including, but not limited to,
a refunding in whole or in part of such maturity.



 

The Underwriter has provided the following sentence for inclusion in this Reoffering Memorandum: The Underwriter has reviewed 
the information in this Reoffering Memorandum in accordance with, and as part of, its responsibilities to investors under the federal securities 
laws as applied to the facts and circumstances of this transaction, but the Underwriter does not guarantee the accuracy or completeness of 
such information. In making an investment decision investors must rely on their own examination of the terms of the offering, including the 
merits and risks involved. These securities have not been recommended by any federal or state securities commission or regulatory authority. 
Furthermore, neither the foregoing authorities nor Special Counsel or Disclosure Counsel have confirmed the accuracy or determined the 
adequacy of this document. Any representation to the contrary is a criminal offense.  

 
This Reoffering Memorandum does not constitute an offer to sell the Certificates or the solicitation of an offer to buy, nor shall 

there be any sale of the Certificates by any person in any state or other jurisdiction to any person to whom it is unlawful to make such offer, 
solicitation or sale in such state or jurisdiction. No dealer, broker, salesman or any other person has been authorized by the City of Pacifica 
(the “City”) or Underwriter to give any information or to make any representation other than those contained herein in connection with the 
offering of the Certificates and, if given or made, such information or representation must not be relied upon as having been authorized by the 
City, Underwriter or any other person. 

 
The Execution and delivery of the Certificates has not been registered under the Securities Act of 1933 in reliance upon an 

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

 

 
The information set forth herein relating to book-entry and to the Depository Trust Company (“DTC”), New York, New York has 

been obtained from DTC and the information herein relating to the Certificate Insurer and to the Certificate Insurance Policy has been 
obtained from the Insurer. Such information is believed to be reliable, but it is not guaranteed as to accuracy or completeness and is not to be 
construed as representation by the City, the Authority or respective counsel. All other information set forth herein has been furnished by the 
City and other sources believed to be reliable. Such information is not guaranteed as to accuracy or completeness and is not to be construed as 
a representation by the Underwriter, its counsel, Disclosure Counsel or Special Counsel.  

 
  
When used in this Reoffering Memorandum and in any continuing disclosure by the City in any press release and in any oral 

statement made with the approval of an authorized officer of the City or any other entity described or referenced in this Reoffering 
Memorandum, the words or phrases “will likely result,” “are expected to,” “will continue,” “is anticipated,” “estimate,” “project,” “forecast,” 
“expect,” “intend,” and similar expressions identify “forward looking statements” within the meaning of the Private Securities  Litigation  
Reform  Act  of  1995. Such statements are subject to risks and uncertainties that could cause actual results to differ materially from those 
contemplated in such forward-looking statements. Any forecast is subject to such uncertainties.  Inevitably, some assumptions used to 
develop the forecasts will not be realized and unanticipated events and circumstances may occur.  Therefore, there are likely to be differences 
between forecasts and actual results, and those differences may be material.   

 
This Reoffering Memorandum speaks only as of its date, and the information and expressions of opinion herein are subject to 

change without notice and neither the delivery of this Reoffering Memorandum nor any sale of the Certificates made hereunder shall, under 
any circumstances, create any implication that there has been no change in the affairs of the City, or any other party described herein since the 
date hereof. Further, all summaries contained herein of the Trust Agreement, the Lease Agreement and other related documents are expressly 
made subject to the provisions of such documents and instruments and do not purport to be complete, comprehensive or definitive summaries 
of any or all of such provisions. This Reoffering Memorandum is submitted in connection with the sale of the Certificates and may not be 
reproduced or used, in whole or in part, for any other purpose. 

  
IN CONNECTION WITH THE OFFERING OF THE CERTIFICATES, THE UNDERWRITER MAY OVERALLOT OR 

EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE CERTIFICATES OFFERED 
HEREBY AT LEVELS ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF 
COMMENCED, MAY BE DISCONTINUED AT ANY TIME. THE UNDERWRITER MAY OFFER AND SELL THE CERTIFICATES 
TO CERTAIN DEALERS, INSTITUTIONAL INVESTORS AND OTHERS AT PRICES LOWER THAN THE PUBLIC OFFERING 
PRICES STATED ON THE COVER PAGE THEREOF AND SAID PUBLIC OFFERING PRICES MAY BE CHANGED FROM TIME TO 
TIME BY THE UNDERWRITER. 
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$19,815,000 
CERTIFICATES OF PARTICIPATION 

(2008 Conversion of 2006 Auction Rate Certificates) 
Evidencing Direct, Undivided Fractional Interests of the Owners Thereof 

In Lease Payments to be Made by the 
CITY OF PACIFICA 

As the Rental for Certain Property Pursuant to a Lease Agreement with the 
CITY OF PACIFICA FINANCING AUTHORITY 

 
 

INTRODUCTORY STATEMENT 
 

The summaries or references to the Trust Agreement, the Lease Agreement, the Site Lease, 
Assignment Agreement, Escrow Agreement and other documents, agreements and statutes referred to 
herein (the “Principal Legal Documents”), and the description of the Certificates included in this Reoffering 
Memorandum, do not purport to be comprehensive or definitive, and such summaries, references and 
descriptions are qualified in their entirety by reference to each such document or statute. All capitalized 
terms used in this Reoffering Memorandum (unless otherwise defined herein) shall have the meanings set 
forth in the Principal Legal Documents, some of which are summarized in “APPENDIX B – SUMMARY 
OF CERTAIN PROVISIONS OF THE LEGAL DOCUMENTS – Certain Definitions.”  

 
This Reoffering Memorandum, which includes the cover page and the appendices hereto (the 

“Reoffering Memorandum”), has been prepared under the direction of the City of Pacifica (the “City”) and 
provides certain information concerning the execution and delivery of the above-captioned $19,815,000 the 
City of Pacifica, Certificates of Participation (2008 Conversion of 2006 Auction Rate Certificates) (the 
“Certificates”).  

 
Certain information regarding the Certificates has been provided directly by the City and is 

believed to be reliable, but it is not guaranteed as to accuracy or completeness and is not to be construed as 
representation by the City, the Authority or respective counsel. All other information set forth herein has 
been furnished by other sources believed by the City to be reliable; however, such information is not 
guaranteed as to accuracy or completeness and is not to be construed as a representation by the Underwriter, 
its counsel, Disclosure Counsel or Special Counsel. 

 
Any statements in this Reoffering Memorandum involving matters of opinion, whether or not 

expressly so stated, are intended as such and not as representations of fact. This Reoffering Memorandum is 
not to be construed as a contract or agreement between the City and the purchasers or Owners of any of the 
Certificates. 

 
The following Introduction does not purport to be complete, but rather is intended only as a brief 

summary of certain terms of the Certificates being offered and a brief description of the Reoffering 
Memorandum. All statements contained in this Introduction are qualified in their entirety by more 
complete and detailed information contained in the entire Reoffering Memorandum, including the cover 
page and appendices hereto, and the documents summarized or described herein. A full review should be 
made of the entire Reoffering Memorandum. The sale and delivery of the Certificates to potential 
investors is made only by means of the entire Reoffering Memorandum. 
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INTRODUCTION 
 
THE CERTIFICATES 
 

The Original Certificates were executed and delivered in book-entry only form pursuant to a Trust 
Agreement dated as of May 1, 2006 (the “Original Trust Agreement”), by and among the City, the City of 
Pacifica Financing Authority (the “Authority”) and Wells Fargo Bank, National Association, as trustee 
thereunder (the “2006 Trustee”). In connection with the interest rate conversion described herein, the 
Original Trust Agreement will be amended and restated by the Amended and Restated Trust Agreement, 
dated as of August 1, 2008 (together with the Original Trust Agreement and the amendments, supplements 
and restatements thereto, collectively the “Trust Agreement”) by and among the City, the Authority and 
Deutsche Bank National Trust Company, as Trustee (the “Trustee”). The Trust Agreement was authorized 
by City Resolution, adopted on June 23, 2008. See “APPENDIX B – SUMMARY OF CERTAIN 
PROVISIONS OF THE LEGAL DOCUMENTS – The Trust Agreement” herein. 
 
PURPOSE 

 
The proceeds of the Certificates are being used to (i) fund an escrow to cause the mandatory tender 

and Conversion (as described below) of all outstanding City of Pacifica, 2006 Certificates of Participation 
originally executed and delivered in the principal amount of $15,725,000 on May 16, 2006 (the “Original 
Certificates”), as originally described in the official statement relating thereto dated May 9, 2006 (the 
“Original Official Statement”), (ii) provide funds relating to the acquisition, construction and equipping of 
certain City public street improvement projects (the “2008 Improvements”), (iii) fund certain costs relating 
to termination of a swap agreement relating to the Original Certificates, (iv) fund capitalized interest, (v) 
fund or otherwise satisfy the Reserve Fund Requirement, and (vi) pay the costs incurred in connection with 
the execution, delivery and sale of the Certificates.  See “THE FINANCING PLAN” herein. 

 
The Original Certificates were executed and delivered primarily to refund and defease three (3) of 

the City’s previously issued lease obligations, and also to finance the acquisition, construction and 
equipping of certain previous City public improvement projects (collectively, the “Original 
Improvements”), as further described under the caption “THE FINANCING PLAN” herein. Proceeds 
derived from the sale of the Original Certificates were also used: (i) to obtain an insurance policy (the 
“Certificate Insurance Policy”) issued by Ambac Assurance Corporation (the “Certificate Insurer”) 
guaranteeing the scheduled payments of principal of and interest with respect to the Original Certificates 
(including the Certificates), (ii) to finance a reserve fund surety, and (iii) to pay the costs of executing and 
delivering the Original Certificates. See “THE FINANCING PLAN” herein. 

 
THE CONVERSION 

 
The Original Certificates were initially executed and delivered at an Auction Rate, bearing variable 

rates of interest established in accordance with certain Auction Procedures set forth in the Original Trust 
Agreement (the “Auction Mode”). The Certificates are primarily being reoffered to finance the conversion 
of the Original Certificates from an Auction Mode to a Fixed Rate (as defined in the Original Trust 
Agreement), resulting in the interest rate applicable to the Certificates becoming fixed to the respective 
maturity dates of the Certificates at the interest rates indicated on the inside front cover page hereof, as more 
specifically set forth in the Trust Agreement (the “Conversion”).  

 



 
 

In accordance with the Original Trust Agreement, all Original Certificates, whether or not tendered 
for purchase on or prior to the Conversion, will be deemed purchased on the Conversion Date at a price of 
one hundred percent (100%) of the principal amount thereof, plus accrued and unpaid interest to such date. 
See “THE FINANCING PLAN” herein. 
 
SECURITY 

 
Upon Conversion, the Certificates represent direct, undivided fractional interests of the owners 

thereof in the lease payments (the “Lease Payments”) to be made by the City to the Authority for the use 
and occupancy of the Site and Facilities as described in the First Amended and Restated Lease Agreement, 
dated as of May 1, 2006, by and between the Authority and the City (the “Original Lease Agreement”), as 
amended by the amendment to the First Amended and Restated Lease Agreement, dated as of August 1, 
2008 (together with the Original Lease Agreement and the amendments and supplements hereto, the “Lease 
Agreement”), by and between the City and the Authority. Prior to Conversion, a portion of the proceeds of 
the Certificates, in an amount necessary to convert the Original Certificates in full on the Conversion Date, 
will be deposited with the Trustee and invested in strict accordance with the Conversion Fund Escrow 
Agreement (as defined in the Trust Agreement), and will be held in trust as collateral security for the 
Certificates until the Conversion Date, all as specifically set forth in the Trust Agreement. See “THE 
FINANCING PLAN” and “APPENDIX B – SUMMARY OF CERTAIN PROVISIONS OF THE LEGAL 
DOCUMENTS” herein. 

 
The Authority, pursuant to the Assignment Agreement, will assign substantially all of its rights 

under the Lease Agreement, including its right to receive Lease Payments from the City as well as its right 
to enforce the Lease Agreement, to the Trustee for the benefit of the registered owners of the Certificates. 
 

The City is required under the Lease Agreement, subject to abatement as described in the Lease 
Agreement, to make Lease Payments in each year in consideration for the use and occupancy of the Leased 
Property (as described below) from any source of legally available funds in an amount sufficient to pay, 
when due, the annual principal, prepayment price (expressed as a percentage of the principal amount of the 
Certificates to be prepaid), and interest with respect to the Certificates. See “RISK FACTORS – 
Abatement” herein. 

 
The City and the Authority have determined that 25.235% (the “Allocable Share”) of each Lease 

Payment is payable from and ratably secured by a pledge of and lien on (the “Revenue Pledge”) the Gas 
Tax Revenues (as defined in the Trust Agreement). The City has covenanted to deposit all of the Gas Tax 
Revenues into a special fund to be held and administered by the City. On or before each January 1 and July 
1, commencing January 1, 2009 (each a “Lease Payment Date”), the City will withdraw from such special 
fund and pay to the Trustee the Allocable Share of the Lease Payment and Additional Payments which are 
then coming due and payable. See “SECURITY AND SOURCES OF PAYMENT FOR THE 
CERTIFICATES – Administration and Maintenance of Gas Tax Revenues” herein. 

 
THE OBLIGATION OF THE CITY TO PAY THE LEASE PAYMENTS DOES NOT CONSTITUTE 

A DEBT OF THE CITY OR THE STATE OF CALIFORNIA (THE “STATE”) OR OF ANY POLITICAL 
SUBDIVISION THEREOF WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY 
DEBT LIMIT OR RESTRICTION, AND DOES NOT CONSTITUTE AN OBLIGATION FOR WHICH THE 
CITY OR THE STATE IS OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR 
WHICH THE CITY OR THE STATE HAS LEVIED OR PLEDGED ANY FORM OF TAXATION. 
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THE LEASED PROPERTY 
 
The Certificates represent direct, undivided fractional interests of the registered owners (the 

“Owners”) thereof in Lease Payments to be made by the City to the Authority for the right to the use and 
occupancy of certain real property and improvements, including the City’s Public Safety Building and its 
related site, and the City’s Community Center and its related site (collectively, the “Leased Property”). For 
a more complete description, see “THE PROJECT – The Leased Property” herein. The Leased Property 
will be leased by the City from the Authority pursuant to the Lease Agreement. To facilitate the conveyance 
accomplished by the Lease Agreement, the City has leased the Leased Property to the Authority pursuant to 
a First Amended and Restated Site Lease, dated as of May 1, 2006 (the “Site Lease”). 

 
FORM OF CERTIFICATES AND DENOMINATION 

 
The Certificates are being executed and delivered in denominations of $5,000 and integral multiples 

thereof in book-entry form only and, when executed and delivered, will be registered in the name of Cede & 
Co., as nominee of The Depository Trust Company, New York, New York. Purchasers of the Certificates 
will not receive certificates representing their beneficial ownership thereof but will receive credit balances 
on the books of their respective nominees. The principal of and interest evidenced by the Certificates are 
payable by the Trustee to Cede & Co.; and such interest and principal payments are to be disbursed to the 
beneficial owners of the Certificates through their nominees. See “BOOK-ENTRY ONLY SYSTEM” 
herein. 

 
REGISTRATION, TRANSFERS AND EXCHANGES 

  
The Certificates will be executed and delivered as fully registered bonds, registered in the name of 

Cede & Co., as nominee of The Depository Trust Company, New York, New York (“DTC”), or such other 
name as may be requested by an authorized representative of DTC and will be available to actual purchasers 
of the Certificates (the “Beneficial Owners”) in the denominations set forth above, under the Book-Entry 
system maintained by DTC, only through brokers and dealers who are or act through DTC Participants as 
described herein.  Beneficial Owners will not be entitled to receive physical delivery of the Certificates.  In 
the event that the Book-Entry Only system described herein is no longer used with respect to the 
Certificates, the Certificates will be registered and transferred in accordance with the Trust Agreement.  See 
“BOOK-ENTRY ONLY SYSTEM” herein. 
 
FINANCIAL GUARANTY INSURANCE POLICY 

 
The scheduled payment of principal of and interest on the Original Certificates when due is 

guaranteed under a financial guaranty insurance policy No. 25296BE effective as of May 16, 2006 (the 
“Original Policy”), issued by Ambac Assurance Corporation (the “Insurer” or the “Certificate Insurer”), 
which Original Policy continues, together with a certain Financial Guaranty Insurance Policy issued by the 
Certificate Insurer effective simultaneously with the original delivery of the Certificates ( the “2008 Policy” 
together with the Original Policy, the “Policy” or “Certificate Insurance Policy”), to guaranty the payment of 
principal of and interest on the Certificates. See “APPENDIX F – SPECIMEN CERTIFICATE 
INSURANCE POLICY” herein. The Certificate Insurer makes no representation regarding the Certificates 
or the advisability of investing in the Certificates and makes no representation regarding this Reoffering 
Memorandum other than the information supplied by the Certificate Insurer and presented under the 
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heading “THE CERTIFICATE INSURANCE POLICY.” See “RISK FACTORS – The Certificate Insurer 
and the Certificate Insurance Policy” herein. 
 
DESCRIPTION OF THE CERTIFICATES 

 
The Certificates are being executed and delivered in denominations of $5,000 or any integral 

multiple thereof. Interest will accrue on the principal components of each Certificate at the applicable 
interest rate (as set forth on the inside front cover page hereof) from the date of original delivery thereof 
until its date of maturity or prior prepayment, with interest becoming payable on each January 1 and July 1, 
commencing January 1, 2009. The Certificates are subject to prepayment as described in this Reoffering 
Memorandum. See “THE CERTIFICATES” herein. 

 
The Certificates evidence fractional and undivided interests in the right to receive Lease Payments 

and prepayments thereof to be made by the City to the Authority under the Lease Agreement. The Lease 
Payments are designed to pay, when due, the principal and interest with respect to the Certificates. The City 
has covenanted in the Lease Agreement that it will take such action as may be necessary to include the 
Lease Payments and other payments due under the Lease Agreement in its annual budgets and to make the 
necessary annual appropriations therefor. The City’s obligation to make Lease Payments is subject to 
abatement in the event of the taking of, damage to or loss of use and possession of the Leased Property. See 
“RISK FACTORS – Abatement” herein 

 
PREPAYMENT 
 

The Certificates will be subject to optional and mandatory prepayment, in whole or in part, prior to 
their stated maturity as set forth herein under the section entitled “PREPAYMENT PROVISIONS.” 
 
CONTINUING DISCLOSURE 
 

The City has covenanted for the benefit of the Owners and beneficial owners of the Certificates to 
provide, or cause to be provided, certain financial information and operating data relating to the City by not 
later than nine (9) months (i.e., no later than March, 31st) following the end of the City’s fiscal year (which 
fiscal year currently ends on June 30), commencing with the report for the 2007-08 Fiscal Year (the 
“Annual Report”), and to provide notices of the occurrence of certain enumerated events, if material.  The 
specific nature of the information to be contained in the Annual Report or the notices of material events is 
set forth in “APPENDIX E – FORM OF CONTINUING DISCLOSURE AGREEMENT.” These covenants 
have been made in order to assist the Underwriter in complying with Securities and Exchange Commission 
Rule 15c2-12(b)(5). The City has never failed to comply, in all material respects, with an undertaking 
pursuant to said Rule. See “CONTINUING DISCLOSURE” herein. 
 
LIMITED OBLIGATIONS OF THE CITY 
 

THE OBLIGATION OF THE CITY TO MAKE LEASE PAYMENTS UNDER THE LEASE 
AGREEMENT IS AS SET FORTH THEREIN AND DOES NOT CONSTITUTE AN OBLIGATION OF THE CITY 
FOR WHICH THE CITY IS OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION. THE 
OBLIGATION OF THE CITY TO PAY LEASE PAYMENTS DOES NOT CONSTITUTE A DEBT OF THE CITY, 
THE STATE OF CALIFORNIA, OR ANY OF ITS POLITICAL SUBDIVISIONS, AND DOES NOT 
CONSTITUTE AN INDEBTEDNESS WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY 
DEBT LIMITATION OR RESTRICTION.  
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NEITHER THE CITY OFFICERS, EMPLOYEES AND AGENTS NOR ANY PERSONS EXECUTING 

THE LEASE AGREEMENT SHALL BE LIABLE PERSONALLY ON THE LEASE AGREEMENT OR SUBJECT 
TO ANY PERSONAL LIABILITY OR ACCOUNTABILITY BY REASON OF THE AUTHORIZATION, 
EXECUTION OR DELIVERY THEREOF. 
 

THE OBLIGATION OF THE CITY TO MAKE LEASE PAYMENTS IS NOT SECURED BY A 
MORTGAGE ON THE LEASED PROPERTY OR ANY OTHER PROPERTY, REAL OR PERSONAL, OF THE 
CITY. 
 
OFFERING AND DELIVERY OF THE CERTIFICATES 
 

 The Certificates are issued when, as and if executed and delivered to and received by the 
Underwriter, subject to the approval of legality by Greenberg Traurig, LLP, Santa Monica, California, 
Special Counsel. Certain legal matters will be passed upon for the City and the Authority by its counsel. 
Certain legal matters will be passed upon for the City by its Disclosure Counsel, The Weist Law Firm, A 
Professional Law Corporation, Scotts Valley, California. It is anticipated that the Certificates will be 
available for delivery in New York, New York on or about July 31, 2008. 
 
THE CITY 

 
The City is located in San Mateo County (the “County”) on the California coast approximately 10 

miles south of the City of San Francisco. The estimated population of the City as of 2006 is approximately 
40,401. The City was incorporated on November 22, 1957 under the general laws of the State of California 
and has a council-manager form of government. There are five Council Members who serve overlapping 
terms of four years, and the Council, in turn, selects one of the Council Members to serve as Mayor for one 
year. The legislative body selects a City Manager to administer the affairs of the City. The City provides 
public safety (police, fire and civil defense), highways and street, sanitation, health and social services, 
culture/recreation, public improvements, planning and zoning and general administrative services. See 
“THE CITY” and “APPENDIX C – GENERAL INFORMATION REGARDING THE CITY OF 
PACIFICA AND SURROUNDING AREA” herein. 

 
THE AUTHORITY 
 

The City of Pacifica Financing Authority (the “Authority”) was created on October 14, 1996 by the 
City and the Redevelopment Agency of the City of Pacifica under a Joint Exercise of Powers Agreement to 
assist the City and the Redevelopment Agency in financing capital improvement projects. The members of 
the City Council serve as the governing board of the Authority. The Joint Exercise of Powers Agreement 
was entered into under the provisions of the Joint Powers Act. The Authority is a separate entity 
constituting a public instrumentality of the State. See “THE AUTHORITY” herein. 

 
ASSIGNMENT AGREEMENT 
 

Pursuant to an Assignment Agreement, dated as of May 1, 2006 (the “Assignment Agreement”), by 
and between the Authority and the Trustee, the Authority will continue to assign to the Trustee, for the 
benefit of the Owners, certain of its rights under the Lease Agreement, including (i) its right to receive 
amounts payable by the City under the Lease Agreement, and (ii) its rights to enforce amounts payable 
under the Lease Agreement upon default. 
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LEASE PAYMENTS 
 

In general, the City is required under the Lease Agreement to make aggregate Lease Payments each 
year in consideration of the use and occupancy of the Leased Property, from any legally available funds of 
the City or otherwise, in an amount designed to be sufficient to pay, when due, the annual principal and 
interest due with respect to the outstanding Certificates delivered pursuant to the Trust Agreement, subject 
to abatement of such payments resulting from damage, destruction or condemnation of all or a portion of 
the Leased Property. The City has covenanted under the Lease Agreement that as long as the Leased 
Property is available for the City’s use and occupancy, it will take such action as may be necessary to 
include all Lease Payments in its annual budgets and to make the necessary appropriations therefor. See 
“RISK FACTORS” and “APPENDIX B – SUMMARY OF CERTAIN PROVISIONS OF THE LEGAL 
DOCUMENTS” herein. 

 
The Lease Agreement is, in the opinion of Special Counsel, a valid and binding obligation of the 

City enforceable against the City in accordance with its terms, except to the extent enforceability thereof 
may be limited by bankruptcy, insolvency, moratorium and other similar laws affecting creditors’ rights 
heretofore or hereinafter enacted and may be subject to the exercise of judicial discretion in accordance with 
general principles of equity or otherwise in appropriate cases. See “RISK FACTORS – Limited Recourse 
on Default” herein. 
 

THE OBLIGATION OF THE CITY TO PAY LEASE PAYMENTS DOES NOT CONSTITUTE 
AN OBLIGATION FOR WHICH THE CITY IS OBLIGATED TO LEVY OR PLEDGE ANY FORM OF 
TAXATION OR FOR WHICH THE CITY HAS PLEDGED ANY FORM OF TAXATION. THE 
OBLIGATION OF THE CITY TO PAY LEASE PAYMENTS DOES NOT CONSTITUTE A DEBT OR 
LIABILITY OF THE STATE OF CALIFORNIA OR OF ANY POLITICAL SUBDIVISION THEREOF 
WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR 
RESTRICTION. 
 
ADDITIONAL PAYMENTS 

 
In addition to the Lease Payments, the City is obligated under the Lease Agreement to pay when 

due, as additional rental for the Leased Property under the Lease Agreement, all costs and expenses incurred 
by the City under the Lease Agreement or under the Trust Agreement, or incurred by the Authority to 
comply with the provisions of the Trust Agreement, including without limitation all Costs of Issuance (to 
the extent not paid from amounts on deposit in the Costs of Issuance Fund), annual compensation due to the 
Trustee and all of its reasonable costs and expenses (including amounts payable to the Trustee by virtue of 
indemnification) payable as a result of the performance of and compliance with its duties under the Trust 
Agreement, and all reasonable costs and expenses of attorneys, auditors, engineers and accountants engaged 
by the Authority or the Trustee in connection with the Leased Property or the performance of their duties 
under the Lease Agreement or under the Trust Agreement (the “Additional Payments”). 
 
CERTIFICATE RESERVE FUND 
 

A Certificate Reserve Fund has been established under the Trust Agreement to be held by the 
Trustee to further secure the timely payment of principal and interest with respect to the Certificates. Except 
as described below, amounts in the Certificate Reserve Fund are to be used only to make Lease Payments 
with respect to the Certificates to the extent the amounts in the Lease Payment Fund are insufficient for 
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such purpose. In the event that the Certificate Reserve Fund is less than the Reserve Requirement, all 
interest or income received on the investment of the Certificate Reserve Fund is required to be retained in 
the Certificate Reserve Fund and to the extent the Reserve Requirement is satisfied, all surplus interest or 
income received on the investment of the Certificate Reserve Fund will be applied to the Lease Payment 
Fund. See SECURITY AND SOURCES OF PAYMENT FOR THE CERTIFICATES – Certificate Reserve 
Fund” herein. 

 
In addition, the Financial Guaranty Insurer has made a commitment to issue a financial guaranty 

insurance policy for the Certificate Reserve Fund with respect to the Certificates (the “Reserve Fund 
Insurance Policy”) in an amount equal to the Reserve Requirement. See SECURITY AND SOURCES OF 
PAYMENT FOR THE CERTIFICATES – Certificate Reserve Fund” herein. 
 
MAINTENANCE, UTILITIES, TAXES AND ASSESSMENTS 

 
Throughout the term of the Lease Agreement, as part of the consideration for the rental of the 

Leased Property, all improvement, repair and maintenance of the Leased Property are the sole responsibility 
of the City, and the City has agreed to pay for or otherwise arrange for the payment of all utility services 
supplied to the Leased Property, which may include, without limitation, janitor service, security, power, 
gas, telephone, light, heating, water and all other utility services, and shall pay for or otherwise arrange for 
the payment of the cost of the repair and replacement of the Leased Property resulting from ordinary wear 
and tear or want of care on the part of the City or any assignee or sublessee thereof.  

 
The City has also agreed to pay or cause to be paid all taxes and assessments of any type or nature, 

if any, charged to the Authority or the City affecting the Leased Property or the respective interests or 
estates therein; provided that with respect to special assessments or other governmental charges that may 
lawfully be paid in installments over a period of years, the City is obligated to pay only such installments as 
are required to be paid during the term of the Lease Agreement as and when the same become due. 

 
The City may, at the City's expense and in its name, in good faith contest any such taxes, 

assessments, utility and other charges and, in the event of any such contest, may permit the taxes, 
assessments or other charges so contested to remain unpaid during the period of such contest and any appeal 
therefrom unless the Authority notifies the City that, in its reasonable opinion, by nonpayment of any such 
items the interest of the Authority in the Leased Property will be materially endangered or the Leased 
Property or any part thereof will be subject to loss or forfeiture, in which event the City shall promptly pay 
such taxes, assessments or charges or provide the Authority with full security against any loss which may 
result from nonpayment, in form satisfactory to the Authority and the Trustee. 

 
MODIFICATION OF LEASED PROPERTY 

 
The City has the right, at its own expense, to make additions, modifications and improvements to 

the Leased Property or any portion thereof. All additions, modifications and improvements to the Leased 
Property will thereafter comprise part of the Leased Property and become subject to the provisions of the 
Lease Agreement. The City has agreed not to permit any mechanic's or other lien to be established or 
remain against the Leased Property for labor or materials furnished in connection with any remodeling, 
additions, modifications, improvements, repairs, renewals or replacements made by the City under the 
Lease Agreement; provided that if any such lien is established and the City first notifies the Authority of the 
City's intention to do so, the City may in good faith contest any lien filed or established against the Leased 
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Property, and in such event may permit the items so contested to remain undischarged and unsatisfied 
during the period of such contest and any appeal therefrom and shall provide the Authority with full security 
against any loss or forfeiture which might arise from the nonpayment of any such item, in form satisfactory 
to the Authority. The Authority will cooperate fully in any such contest, upon the request and at the expense 
of the City. 

 
PUBLIC LIABILITY AND PROPERTY DAMAGE INSURANCE 

 
The City has agreed to maintain or cause to be maintained, throughout the term of this Lease 

Agreement, comprehensive general insurance in protection of the Authority, the City and their respective 
members, officers, agents, employees and assigns. Such insurance must provide for indemnification of said 
parties against direct or contingent loss or liability for damages for bodily and personal injury, death or 
property damage occasioned by reason of the operation of the Leased Property. Such insurance must 
provide coverage in such liability limits and be subject to such deductibles as the City deems adequate and 
prudent. Such insurance may be maintained as part of or in conjunction with any other insurance coverage 
carried by the City, and may be maintained in whole or in part in the form of a program of self-insurance by 
the City, or in the form of the participation by the City in a joint powers authority or other program 
providing pooled insurance. The City will apply the proceeds of such insurance toward extinguishment or 
satisfaction of the liability with respect to which the net proceeds are paid. 

 
CASUALTY INSURANCE 

 
The City has agreed to procure and maintain, or cause to be procured and maintained, at all times 

throughout the term of the Lease Agreement, casualty insurance against loss or damage to the insured 
buildings, facilities and other improvements constituting any part of the Leased Property, in an amount at 
least equal to the lesser of (a) the replacement value of such buildings, facilities and improvements, or (b) 
the aggregate principal amount of the Outstanding Certificates. Such insurance must, as nearly as 
practicable, cover loss or damage by fire, explosion, windstorm, riot, aircraft, vehicle damage, smoke and 
such other hazards as are normally covered by such insurance, and must include earthquake coverage if 
such coverage is available at reasonable cost from reputable insurers in the reasonable determination of the 
City, whose determination is final and conclusive. Such insurance may be subject to such deductibles as the 
City deems prudent. Such insurance may be maintained as part of or in conjunction with any other 
insurance coverage carried by the City, and may be maintained in whole or in part in the form of the 
participation by the City in a joint powers authority or other program providing pooled insurance; provided 
that such insurance may not be maintained by the City in the form of self-insurance.  

 
RENTAL INTERRUPTION INSURANCE 

 
The City will procure and maintain, or cause to be procured and maintained, at all times throughout 

the term of the Lease Agreement, rental interruption or use and occupancy insurance to cover loss, total or 
partial, of the use of the buildings, facilities and other improvements constituting any part of the Leased 
Property, as a result of any of the hazards covered in the insurance required by the Lease Agreement, in an 
amount at least equal to the maximum Lease Payments coming due and payable during any two consecutive 
Fiscal Years during the remaining term of the Lease Agreement. Such insurance may be maintained as part 
of or in conjunction with any other insurance coverage carried by the City, and may be maintained in whole 
or in part in the form of the participation by the City in a joint powers authority or other program providing 
pooled insurance; provided that such insurance may not be maintained by the City in the form of self-
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insurance. The Net Proceeds of such insurance, if any, shall be paid to the Trustee and deposited in the 
Lease Payment Fund, and shall be credited towards the payment of the Lease Payments allocable to the 
insured improvements as the same become due and payable. 

 
TITLE INSURANCE 

 
The City will, at its expense, cause the Site Lease, the Assignment Agreement and the Lease 

Agreement to be recorded in the office of the San Mateo County Recorder on or before the delivery of the 
Certificates. Concurrent with such recordation, the City will obtain a CLTA title insurance policy insuring 
the City's leasehold estate in the Leased Property, in an amount at least equal to the aggregate principal 
amount of the Certificates. All Net Proceeds received under such title insurance policy will be deposited 
with the Trustee in the Lease Payment Fund and credited towards the prepayment of the Lease Payments. 

 
TERMINATION OR ABATEMENT DUE TO EMINENT DOMAIN 

 
If the Leased Property is taken permanently under the power of eminent domain or sold to a 

government threatening to exercise the power of eminent domain, the term of the Lease Agreement will 
cease with respect thereto as of the day possession is so taken. If less than all of the Leased Property is 
taken permanently, or if the Leased Property is taken temporarily, under the power of eminent domain, (a) 
the Lease will continue in full force and effect with respect thereto and will not be terminated by virtue of 
such taking and the parties waive the benefit of any law to the contrary, and (b) there will be a partial 
abatement of Lease Payments allocated thereto, in an amount to be determined by the City such that the 
resulting Lease Payments represent fair consideration for the use and occupancy of the remaining usable 
portions of the Leased Property.  

 
Notwithstanding the foregoing, the Lease Payments will not be abated to the extent that amounts in 

the Certificate Reserve Fund or the proceeds of Gas Tax Revenues are available to pay Lease Payments 
which would otherwise be abated, it having been declared by the City that such proceeds and amounts 
constitute a special fund for the payment of the Lease Payments.  

 
ABATEMENT DUE TO DAMAGE OR DESTRUCTION 

 
The amount of Lease Payments will be abated during any period in which by reason of damage or 

destruction (other than by eminent domain which was described above) there is substantial interference with 
the use and occupancy by the City of the Leased Property or any portion thereof. The amount of such 
abatement shall be determined by the City such that the resulting Lease Payments represent fair 
consideration for the use and occupancy of the portions of the Leased Property not damaged or destroyed. 
Such abatement shall continue for the period commencing with such damage or destruction and ending with 
the substantial completion of the work of repair or reconstruction. In the event of any such damage or 
destruction, the Lease Agreement will continue in full force and effect and the City has waived any right to 
terminate the Lease agreement by virtue of any such damage and destruction.  

 
Notwithstanding the foregoing, there shall be no abatement of Lease Payments under the Lease 

agreement to the extent that the proceeds of hazard insurance, rental interruption insurance or amounts in 
the Certificate Reserve Fund, or the proceeds of Gas Tax Revenues, are available to pay Lease Payments 
which would otherwise be abated, it having been declared by the City that such proceeds and amounts 
constitute a special fund for the payment of the Lease Payments.  
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FORWARD LOOKING STATEMENTS 
 
Certain statements included or incorporated by reference in the following information constitute 

“forward-looking statements.” Such statements are generally identifiable by the terminology used, such as 
“plan,” “expect,” “estimate,” “budget” or other similar words. The achievement of certain results or other 
expectations contained in such forward-looking statements involve known and unknown risks, uncertainties 
and other factors which may cause actual results, performance or achievements described to be materially 
different from any future results, performance or achievements expressed or implied by such forward-
looking statements. No assurance is given that actual results will meet the City’s forecasts in any way, 
regardless of the level of optimism communicated in the information. 
 
FINANCIAL INFORMATION 
 

For certain financial information with respect to the City, see “THE CITY” and “APPENDIX A – 
AUDITED FINANCIAL STATEMENTS FOR FISCAL YEAR 2006-2007” herein. For a discussion of 
certain amendments to the Constitution of the State and recent initiatives, and their impact on the City, see 
the heading “CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING CITY REVENUES 
AND APPROPRIATIONS” and “RISK FACTORS” herein. 

 
 

THE FINANCING PLAN 
 
THE ORIGINAL CERTIFICATES 

  
The Original Certificates were executed and delivered on May 16, 2006, in the principal amount of 

$15,725,000, of which $15,725,000 remains outstanding and will be prepaid with the proceeds of the 
Certificates. The Original Certificates were executed and delivered primarily to provide funds for the 
refunding of three (3) separate prior City debt obligations which were originally issued to finance the 
acquisition, construction and reimbursement of certain capital improvement projects of the City 
(collectively, the “Original Improvements”). 

 
THE 2008 IMPROVEMENTS 

 
A portion of the proceeds of the Certificates will be used to fund the Construction Fund, in the 

amount set forth in Table 1, to partially fund one or more capital improvement projects of the City, which 
include (i) the reconstruction of certain City streets, including sidewalks, curbs and curb ramps;  (ii)  
installation of retaining walls; (iii) pavement rehabilitation; (iv) street light replacement; (iv) drainage 
improvements; and (v) other City approved public infrastructure and public facilities (the “2008 
Improvements”). 

 
THE FIXED RATE CONVERSION 

 
The Original Certificates were initially executed and delivered at an Auction Rate, bearing variable 

rates of interest established in accordance with certain Auction Procedures set forth in the Original Trust 
Agreement (the “Auction Mode”). In addition to financing the costs of the 2008 Improvements, the 
Certificates are primarily being reoffered to finance the conversion of the Original Certificates from an 
Auction Mode to a Fixed Rate (as defined in the Original Trust Agreement), resulting in the interest rate 
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applicable to the Certificates becoming fixed to the respective maturity dates of the Certificates at the 
interest rates indicated on the inside front cover page hereof, as specifically set forth in the Trust Agreement 
(the “Conversion”). Such interest will be payable on January 1 and July 1 of each year, commencing 
January 1, 2009.  

 
In accordance with the Original Trust Agreement, all Original Certificates, whether or not tendered 

for purchase on or prior to Conversion Date, will be deemed purchased on the Conversion Date at a price of 
one hundred percent (100%) of the principal amount thereof, plus accrued and unpaid interest to such date, 
as set forth in the Trust Agreement. Prior to Conversion, a portion of the proceeds of the Certificates, in an 
amount necessary to convert the Original Certificates in full on the Conversion Date, will be deposited and 
invested in strict accordance with the Conversion Fund Escrow Agreement (as defined in the Trust 
Agreement), and will be held in trust as collateral for the Certificates until the Conversion Date, all as 
specifically set forth in the Trust Agreement. 
 
ESTIMATED SOURCES AND USES OF FUNDS  
 

The proceeds to be received from the sale and delivery of the Certificates are projected to be 
applied as summarized in the following table: 

 
Table 1 

CITY OF PACIFICA 
(2008 CONVERSION OF 2006 AUCTION RATE CERTIFICATES) 

 
ESTIMATED SOURCES AND USES OF PROCEEDS 

 
SOURCES 

     Sources of Funds: 

     Principal Amount of  Certificates                          $19,815,000.00 
     Less: Original Issue Discount (298,299.05) 

             Total Sources of Funds                     $19,516,700.95 
  

USES 
     Uses of Funds: 

     Construction Fund  $1,500,000.00 
     Capitalized Interest 401,279.34 
     Escrow Fund 15,882,250.00 
     Swap Termination Payment 1,106,844.00 
     Costs of Issuance(1) 626,327.61 
             Total Uses of Funds $19,516,700.95 
 
(1) Includes fees and expenses of Special Counsel, Disclosure Counsel and Trustee, Underwriter’s Discount, Certificate 
Insurance Policy premium, rating agency fees, printing costs of the Reoffering Memorandum, contingency, and certain other 
miscellaneous expenses. 
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 THE PROJECT 
 
IN GENERAL 
 

Pursuant to the Site Lease, the City will lease the Leased Property to the Authority, and pursuant to 
the Lease Agreement, the Authority will, in turn, lease the Leased Property back to the City in return for the 
Lease Payments. Pursuant to the Agency Agreement, the Authority will appoint the City as its agent to 
implement the development of the 2008 Improvements. Pursuant to the Assignment Agreement, the 
Authority is assigning to the Trustee, for the benefit of the Owners, certain of its rights under the Lease 
Agreement, including (i) its right to receive amounts payable by the City under the Lease Agreement, and 
(ii) its rights to enforce amounts payable under the Lease Agreement upon default (the “Project”). 
 
THE LEASED PROPERTY 

 
The Leased Property consists of the land and improvements which comprise the existing Public 

Safety Building and the Community Center. Such property is described as follows: 
 
Public Safety Building. The Public Safety Building located at 2705 Coast Highway in the City, 

including the site and all related improvements, constitutes a portion of the Leased Property. The City owns 
fee title to the land on which the Public Safety Building is located, which consists of approximately 5.1 
acres. The Public Safety Building consists of a single building of approximately 20,000 square feet, and 
includes a radio communications center, emergency operating center and public use room, facilities for 
processing and storage of evidence and property, prisoner processing and short-term holding facility, police 
records processing and storage facilities, police administrative offices, parking and vehicle fueling areas, 
and related facilities. Construction of the Public Safety Building was completed in October 2003 and the 
total cost of the construction project was approximately $10 million. Based on the purchase price of the land 
plus the 2003 insurance value of the improvements, as adjusted for inflation, the City estimates that the 
value of the Public Safety Building is approximately $12.4 million. 

 
Community Center. The Community Center, located at Coast Highway and Crespi Drive in the 

City, including the site and all related improvements, constitutes a portion of the Leased Property. The City 
owns fee title to the land on which the Community Center is located, which consists of approximately 5 
acres. The Community Center consists of a single building of approximately 18,000 square feet, which is 
used by the City for various community-related purposes. Based on the 2003 land value plus the 2003 
insurance value of the improvements, as adjusted for inflation, the City estimates that the value of the 
Community Center is approximately $5.2 million. 
 
PURPOSE OF THE CERTIFICATES  

 
The purpose of the Certificates is to provide funds which will, together with other available 

moneys, are anticipated to be used to (i) fund an escrow to cause the mandatory tender of all outstanding 
Original Certificates necessary to cause the Fixed Rate Conversion thereof, (ii) provide funds relating to the 
acquisition, construction and equipping of the 2008 Improvements, (iii) fund certain costs relating to 
termination of a swap agreement relating to the Original Certificates, (iv) fund capitalized interest, (v) fund 
or otherwise satisfy the Reserve Fund Requirement, and (vi) pay the costs incurred in connection with the 
execution, delivery and sale of the Certificates.  See “THE FINANCING PLAN” herein. 
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THE CERTIFICATES 
General 

 
The Certificates will be executed in the aggregate principal amount of $19,815,000. The 

Certificates will be dated the date of delivery (the “Date of Delivery”), and will be executed as registered 
Certificates, without coupons, in denominations of $5,000 principal amount or any integral multiple thereof. 

 
Interest with respect to the Certificates will be payable each January 1 and July 1, commencing 

January 1, 2009 (each, a “Certificate Payment Date”), at the rate per annum set forth on the inside front 
cover page hereof. If a Certificate is executed: (i) as of a Certificate Payment Date, interest with respect 
thereto will be payable from the date thereof; (ii) after the close of business on the fifteenth day of the 
month preceding each Certificate Payment Date (whether or not a business day) (each, a “Record Date”) 
and before the following Certificate Payment Date, interest with respect thereto will be payable from such 
following Certificate Payment Date; or (iii) prior to or on December 15, 2008, interest with respect thereto 
will be payable from the Date of Delivery. 

 
Interest with respect to the Certificates will be computed on the basis of a 360-day year comprised 

of twelve 30-day months. Owners of Certificates in an aggregate principal amount of $1,000,000 or more 
may, by providing written request to the Trustee, receive interest with respect to the Certificates by wire 
transfer to a bank account within the United States that is on record with the Trustee as of the Record Date. 

 
The Certificates evidence and represent fractional and undivided interests of the Owners thereof in 

the Lease Payments to be made by the City. To the extent Lease Payments are abated or not made under the 
Lease, all Certificate Owners will receive a proportionate reduction in their payments. If the Lease is 
prepaid in part, for any reason, the Certificate Owner will be entitled only to the remaining Lease Payments. 

 
Principal and premium, if any, with respect to the Certificates will be payable upon surrender by the 

Owners thereof at the principal office of the Trustee. Interest with respect to the Certificates will be payable 
by check mailed by first class mail to the Owners of record at the address shown on the Certificate 
registration books maintained by the Trustee for such purpose. 

 
SOURCES OF PAYMENT FOR THE CERTIFICATES 
 

Upon Conversion, each Certificate represents the direct, undivided fractional interest of the Owners 
in the Lease Payments to be made by the City under the Lease Agreement. Prior to Conversion, a portion of 
the proceeds of the Certificates, in an amount necessary to convert the Original Certificates in full on the 
Conversion Date, will be deposited with the Trustee and invested in strict accordance with the Conversion 
Fund Escrow Agreement (as defined in the Trust Agreement), and will be held in trust as collateral security 
for the Certificates until the Conversion Date, all as specifically set forth in the Trust Agreement. See “THE 
FINANCING PLAN” and “APPENDIX B – SUMMARY OF CERTAIN PROVISIONS OF THE LEGAL 
DOCUMENTS” herein. 

 
The Authority, pursuant to the Assignment Agreement, will assign substantially all of its rights 

under the Lease Agreement, including its right to receive Lease Payments from the City as well as its right 
to enforce the Lease Agreement, to the Trustee for the benefit of the registered owners of the Certificates.  

 
 



 
 

 
The City is required under the Lease Agreement, subject to abatement as described in the Lease 

Agreement, to make Lease Payments in each year in consideration for the use and occupancy of the Leased 
Property from any source of legally available funds in an amount sufficient to pay, when due, the annual 
principal, prepayment price (expressed as a percentage of the principal amount of the Certificates to be 
prepaid), if any, and interest with respect to the Certificates. See “RISK FACTORS – Abatement” herein. 
 

The City has covenanted under the Lease Agreement to take such action as may be necessary to 
include all Lease Payments in its annual budget, and to make the necessary annual appropriations therefore. 
The Lease Payments are equivalent to the annual principal and interest represented by the Certificates. The 
obligation of the City to make Lease Payments under the Lease Agreement is as set forth herein and does 
not constitute an obligation of the City for which the City is obligated to levy or pledge any form of taxation 
or for which the City has levied or pledged any form of taxation. The obligation of the City to pay Lease 
Payments does not constitute a debt of the City, the State of California, or any of its political subdivisions, 
and does not constitute an indebtedness within the meaning of any constitutional or statutory debt limitation 
or restriction. Pursuant to the terms of the Lease Agreement, the covenant of the City to budget for and 
make necessary appropriations for the payment of the Lease Payments will be deemed a ministerial duty 
imposed by law. 

 
PLEDGE OF GAS TAX REVENUES 

 
The City and the Authority have determined that 25.235% (the “Allocable Share”) of each Lease 

Payment is payable from and ratably secured by a pledge of and lien on (the “Revenue Pledge”) the Gas 
Tax Revenues (as defined in the Trust Agreement). As part of the Revenue Pledge the City has covenanted 
to deposit all of the Gas Tax Revenues into a special fund to be held and administered by the City. On or 
before each Lease Payment Date, the City will withdraw from such special fund and pay to the Trustee the 
Allocable Share of the Lease Payment and Additional Payments which are then coming due and payable. 
See “SECURITY AND SOURCES OF PAYMENT FOR THE CERTIFICATES – Administration and 
Maintenance of Gas Tax Revenues” and “RISK FACTORS – Gas Tax Revenues Uncertain” herein. 

 
ASSIGNMENT OF RIGHTS IN LEASE AGREEMENT 
 

The Authority has, pursuant to the Assignment Agreement, transferred, assigned and set over to the 
Trustee for the benefit of the Owners and the Certificate Insurer, certain of its rights in the Lease 
Agreement, including, but not limited to, all of the Authority’s rights to receive and collect all of the Lease 
Payments and all other amounts required to be deposited in the Lease Payment Fund pursuant to the Lease 
Agreement and the Trust Agreement. 
 

All Lease Payments and such other amounts to which the Authority may at any time be entitled 
shall be paid directly to the Trustee, and all of the Lease Payments collected or received by the Authority 
will be deemed to be held and to have been collected or received by the Authority as the agent of the 
Trustee, and if received by the Authority at any time will be deposited with the Trustee on the same day, if 
practicable but in no event later than one (1) Business Day after the receipt thereof, and all such Lease 
Payments and such other amounts will be forthwith deposited by the Trustee upon the receipt thereof in the 
Lease Payment Fund. 
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BUDGET AND APPROPRIATION OF LEASE PAYMENTS 
 

During the term of the Lease Agreement, so long as the Leased Property or a component thereof, is 
available for the City’s use, the City is required under the terms of the Lease Agreement to make Lease 
Payments for the Leased Property or a component thereof from any source of legally available funds of the 
City. The City has covenanted in the Lease Agreement to take such action as may be necessary to include 
(from all lawfully available money of the City) all Lease Payments due under the Lease Agreement as a 
separate line item in each of its annual budgets during the term of the Lease Agreement and to make the 
necessary annual appropriations for the actual amount of all such Lease Payments due and any other 
payments due under the Lease Agreement. The covenants of the City will be deemed to be duties imposed 
by law, and it will be the duty of each and every public official of the City to take such action and do such 
things as are required by law in the performance of the official duty of such officials to enable the City to 
carry out and perform such covenants. See “RISK FACTORS” herein. 

 
The Trustee has no obligation or liability to the Owners of the Certificates for the obligation of the 

City to make Lease Payments or for the payment of the principal or interest or prepayment premiums, if 
any, represented by the Certificates; but rather, the Trustee’s sole obligations are to administer, for the 
benefit of the City, the Authority and the Owners of the Certificates, the various funds and accounts 
established under the Trust Agreement and to receive and apply money which it receives for credit to such 
funds, as provided in the Trust Agreement, including the application of moneys received for the payment of 
principal and interest due with respect to the Certificates. 

 
SUBSTITUTION OF LEASED PROPERTY  

 
The City has the option under the Lease Agreement at any time with the prior written consent of the 

Certificate Insurer, to substitute other real property (the “Substitute Property”) for the Leased Property, or 
any portion thereof (the “Former Property”), or any portion thereof, provided that the City must satisfy 
certain requirements, including the following: 

 
(a) No Event of Default (as defined in the Lease Agreement) has occurred and is continuing; 
 
(b) The City files with the Authority, the Trustee and the Certificate Insurer, and caused to be 

recorded in the office of the San Mateo County Recorder sufficient memorialization of, an 
amendment to the Lease Agreement which adds a description of such Substitute Property and 
deletes therefrom the description of such Former Property; 

 
(c) The City has filed with the Authority, the Trustee and the Certificate Insurer an appraisal of an 

M.A.I. appraiser demonstrating that the fair market value of the Substitute Property is at least 
equal to the fair market value of the Former Property; 

 
(d) The City has obtained a CLTA policy of title insurance which insures the City’s leasehold 

estate hereunder in such Substitute Property, subject only to Permitted Encumbrances, in an 
amount at least equal to the estimated fair market value thereof; 

 
(e) The City has certified in writing to the Authority, the Trustee and the Certificate Insurer that 

such Substitute Property serves the municipal purposes of the City and constitutes property 
which the City is permitted to lease under the laws of the State of California, and has been 
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determined to be essential to the proper, efficient and economic operation of the City and to 
serve an essential governmental function of the City; 

 
(f) The Substitute Property does not cause the City to violate any of its covenants, representations 

and warranties made in the Lease Agreement or in the Trust Agreement; and 
 

(g) The City has mailed written notice of such substitution to each rating agency which then 
maintains a rating on the Certificates. 

 
RELEASE OF PROPERTY 

 
The City has the option at any time and from time to time to release any portion of the Leased 

Property from the Lease Agreement and the Site Lease (the "Released Property") provided that the City has 
satisfied all of the following requirements which are hereby declared to be conditions precedent to such 
release: 

 
(a) No Event of Default has occurred and is continuing; 
 
(b) The City has filed with the Authority and the Trustee, and caused to be recorded in the office of 

the San Mateo County Recorder sufficient memorialization of, an amendment hereof which 
removes the Released Property from the Lease Agreement and the Site Lease; 

 
(c) The City has certified in writing to the Authority and the Trustee that the fair market value of 

the property which remains subject to the Lease Agreement and the Site Lease following such 
removal is at least equal to the aggregate original principal amount of the Certificates, and the 
fair rental value of the property which remains subject to the Lease Agreement and the Site 
Lease following such removal is at least equal to the Lease Payments thereafter coming due 
and payable under the Lease Agreement; and 

 
(d) The City has mailed written notice of such release to each rating agency which then maintains a 

rating on the Certificates. 
 
Upon the satisfaction of all such conditions precedent, the term of the Lease Agreement will 

thereupon end as to the Released Property. The City is not entitled to any reduction, diminution, extension 
or other modification of the Lease Payments whatsoever as a result of such release. The Authority and the 
City will execute, deliver and cause to be recorded all documents required to discharge the Lease 
Agreement and the Site Lease of record against the Released Property. 

 
TRUSTEE, CERTIFICATE REGISTRAR  
 

Deutsche Bank National Trust Company, located in San Francisco, California, will act as the 
Trustee. As long as DTC’s book-entry method is used for the Certificates, the Trustee will send any notice 
of prepayment or other notices to owners only to DTC. Any failure of DTC to advise any DTC Participant, 
or of any DTC Participant to notify any Beneficial Owner, of any such notice and its content or effect will 
not affect the validity or sufficiency of the proceedings relating to the prepayment of the Certificates called 
for prepayment of any other action premised on such notice. 
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The Trustee, the City, the Authority, the Certificate Insurer and the Underwriter of the Certificates 
have no responsibility or liability for any aspects of the records relating to or payments made on account of 
beneficial ownership, or for maintaining, supervising or reviewing any records relating to beneficial 
ownership, of interest in the Certificates. 
 
DEFEASANCE 
 

If all or a specified portion of Certificates shall be paid and discharged in any one or more of the 
following ways: 
 

(i) by paying or causing to be paid the principal and interest and prepayment premiums (if any) 
with respect to all outstanding Certificates, as and when the same become due and payable; or 
 

(ii) by irrevocably depositing with the Trustee, or an escrow holder selected by the City, in trust 
for the payment of Lease Payments as they become due, 
 

then, notwithstanding that any Certificates will not have been surrendered for payment, all 
obligations of the City, the Trustee and the Authority with respect to all Outstanding Certificates will cease 
and terminate, except only the obligation of the Trustee to pay or cause to be paid to the owners of the 
Certificates all sums due and the obligation of the City to pay the Trustee the amounts owing to the Trustee 
pursuant to the Trust Agreement. 
 
TRANSFER AND EXCHANGE OF CERTIFICATES 
 

The Trustee will keep or cause to be kept a Certificate Register, which shall at all times upon 
responsible notice be open to inspection by the City and the Authority; and, upon presentation for such 
purpose, the Trustee will, register or transfer or cause to be registered or transferred, on the Certificate 
Register, Certificates as provided by the Trust Agreement. 
 

In the event that the book-entry system as described above is no longer used with respect to the 
Certificates, the following provision will govern the registration, transfer, and exchange of the Certificates. 
 

Any Certificate may be transferred upon the Registration Books by the person in whose name it is 
registered upon surrender of such Certificate for cancellation at the Principal Office of the Trustee, 
accompanied by delivery of a written instrument of transfer in a form acceptable to the Trustee, duly 
executed. Whenever a Certificate is surrendered for registration of transfer, or exchange, the Trustee will 
execute and deliver a new Certificate or Certificates for like aggregate principal amount in authorized 
denominations. The Trustee may require the payment by the Certificate Owner requesting such transfer of 
any tax or other governmental charge required to be paid with respect to such transfer.  The City will pay 
the cost of printing Certificates and any services rendered or expenses incurred by the Trustee in connection 
with any transfer. The Trustee will not be required to transfer or exchange any Certificates during the period 
between the date fifteen (15) days prior to the date of selection of Certificates for prepayment and such date 
of selection; or any Certificates selected for prepayment. 
 

Certificates may be exchanged, upon surrender thereof, at the Principal Office of the Trustee for a 
like aggregate principal amount of Certificates of other authorized denominations of the same maturity. 
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MUTILATED, LOST, DESTROYED, OR STOLEN CERTIFICATES 
 

In the event that the book-entry system as described herein under the section entitled “BOOK-
ENTRY ONLY SYSTEM” is no longer used with respect to the Certificates, the following provision will 
govern the registration, transfer, and exchange of the Certificates. 
 

If any Certificate shall become mutilated, the Trustee, at the expense of the owner of said 
Certificate, shall execute and deliver a new Certificate of like tenor, maturity and amount in exchange and 
substitution for the Certificate so mutilated, but only upon surrender to the Trustee of the Certificate so 
mutilated. Every mutilated Certificate so surrendered to the Trustee shall be canceled by it and destroyed in 
accordance with its retention policy then in effect, with a certificate of destruction furnished to the City. If 
any Certificate are lost, destroyed or stolen, evidence of such loss, destruction or theft must be submitted to 
the Trustee, and, if such evidence is satisfactory to the Trustee and such Owner provides an indemnity to the 
Trustee satisfactory to the Trustee, the Trustee, at the expense of the Certificate Owner, will execute and 
deliver a new Certificate of like tenor, maturity and amount and numbered as the Trustee shall determine in 
lieu of and in substitution for the Certificate so lost, destroyed or stolen.  The Trustee may require payment 
of the expenses by the Owner that may be incurred by the Trustee, the City or the Authority in connection 
with the issuance of a new Certificate.  Any Certificate executed and delivered in lieu of any Certificate 
alleged to be lost, destroyed or stolen will be equally and fractionally entitled to the benefits of the Trust 
Agreement with all other Certificates secured by the Trust Agreement. The Trustee will not be required to 
treat both the original Certificate and any replacement Certificate as being Outstanding for the purpose of 
determining the principal amount of Certificates which may be executed and delivered or for the purpose of 
determining any percentage of Certificates Outstanding, but both the original and replacement Certificate 
will be treated as one and the same.  In lieu of executing and of delivering a new Certificate in exchange for 
a Certificate which has been mutilated, lost, destroyed or stolen, and which has matured or has been called 
for prepayment, the Trustee may make payment with respect to such Certificate upon receipt of the 
aforementioned indemnity. 
 
MAINTENANCE, UTILITIES, TAXES AND ASSESSMENTS 

 
Throughout the term of the Lease, as part of the consideration for the rental of the Leased Property, 

all improvement, repair and maintenance of the Leased Property are the sole responsibility of the City, and 
the City has agreed pay for or otherwise arrange for the payment of all utility services supplied to the 
Leased Property, which may include, without limitation, janitor service, security, power, gas, telephone, 
light, heating, water and all other utility services, and shall pay for or otherwise arrange for the payment of 
the cost of the repair and replacement of the Leased Property resulting from ordinary wear and tear or want 
of care on the part of the City or any assignee or sublessee thereof.  

 
The City has also agreed to pay or cause to be paid all taxes and assessments of any type or nature, 

if any, charged to the Authority or the City affecting the Leased Property or the respective interests or 
estates therein; provided that with respect to special assessments or other governmental charges that may 
lawfully be paid in installments over a period of years, the City is obligated to pay only such installments as 
are required to be paid during the term of the Lease Agreement as and when the same become due. 

 
The City may, at the City's expense and in its name, in good faith contest any such taxes, 

assessments, utility and other charges and, in the event of any such contest, may permit the taxes, 
assessments or other charges so contested to remain unpaid during the period of such contest and any appeal 
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therefrom unless the Authority notifies the City that, in its reasonable opinion, by nonpayment of any such 
items the interest of the Authority in the Leased Property will be materially endangered or the Leased 
Property or any part thereof will be subject to loss or forfeiture, in which event the City shall promptly pay 
such taxes, assessments or charges or provide the Authority with full security against any loss which may 
result from nonpayment, in form satisfactory to the Authority and the Trustee. 

 
MODIFICATION OF LEASED PROPERTY 

 
The City has the right, at its own expense, to make additions, modifications and improvements to 

the Leased Property or any portion thereof. All additions, modifications and improvements to the Leased 
Property will thereafter comprise part of the Leased Property and become subject to the provisions of the 
Lease Agreement. Such additions, modifications and improvements may not in any way damage the Leased 
Property, or cause the Leased Property to be used for purposes other than those authorized under the 
provisions of state and federal law; and the Leased Property, upon completion of any additions, 
modifications and improvements made thereto under the Lease Agreement, must be of a value which is not 
substantially less than the value thereof immediately prior to the making of such additions, modifications 
and improvements. The City has agreed not permit any mechanic's or other lien to be established or remain 
against the Leased Property for labor or materials furnished in connection with any remodeling, additions, 
modifications, improvements, repairs, renewals or replacements made by the City under the Lease 
Agreement; provided that if any such lien is established and the City first notifies the Authority of the City's 
intention to do so, the City may in good faith contest any lien filed or established against the Leased 
Property, and in such event may permit the items so contested to remain undischarged and unsatisfied 
during the period of such contest and any appeal therefrom and shall provide the Authority with full security 
against any loss or forfeiture which might arise from the nonpayment of any such item, in form satisfactory 
to the Authority. The Authority will cooperate fully in any such contest, upon the request and at the expense 
of the City. 

 
PUBLIC LIABILITY AND PROPERTY DAMAGE INSURANCE 

 
The City has agreed to maintain or cause to be maintained, throughout the term of the Lease 

Agreement, comprehensive general insurance in protection of the Authority, the City and their respective 
members, officers, agents, employees and assigns. Such insurance must provide for indemnification of said 
parties against direct or contingent loss or liability for damages for bodily and personal injury, death or 
property damage occasioned by reason of the operation of the Leased Property. Such insurance must 
provide coverage in such liability limits and be subject to such deductibles as the City deems adequate and 
prudent. Such insurance may be maintained as part of or in conjunction with any other insurance coverage 
carried by the City, and may be maintained in whole or in part in the form of a program of self-insurance by 
the City, or in the form of the participation by the City in a joint powers authority or other program 
providing pooled insurance. The City will apply the proceeds of such insurance toward extinguishment or 
satisfaction of the liability with respect to which the net proceeds are paid. 

 
CASUALTY INSURANCE 

 
The City has agreed to procure and maintain, or cause to be procured and maintained, at all times 

throughout the term of the Lease Agreement, casualty insurance against loss or damage to the insured 
buildings, facilities and other improvements constituting any part of the Leased Property, in an amount at 
least equal to the lesser of (a) the replacement value of such buildings, facilities and improvements, or (b) 
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the aggregate principal amount of the Outstanding Certificates. Such insurance must, as nearly as 
practicable, cover loss or damage by fire, explosion, windstorm, riot, aircraft, vehicle damage, smoke and 
such other hazards as are normally covered by such insurance, and must include earthquake coverage if 
such coverage is available at reasonable cost from reputable insurers in the reasonable determination of the 
City, whose determination is final and conclusive. Such insurance may be subject to such deductibles as the 
City deems prudent. Such insurance may be maintained as part of or in conjunction with any other 
insurance coverage carried by the City, and may be maintained in whole or in part in the form of the 
participation by the City in a joint powers authority or other program providing pooled insurance; provided 
that such insurance may not be maintained by the City in the form of self-insurance.  

 
RENTAL INTERRUPTION INSURANCE 

 
The City has agreed to procure and maintain, or cause to be procured and maintained, at all times 

throughout the term of the Lease Agreement, rental interruption or use and occupancy insurance to cover 
loss, total or partial, of the use of the buildings, facilities and other improvements constituting any part of 
the Leased Property, as a result of any of the hazards covered in the insurance required by the Lease 
Agreement, in an amount at least equal to the maximum Lease Payments coming due and payable during 
any two consecutive Fiscal Years during the remaining term of the Lease Agreement. Such insurance may 
be maintained as part of or in conjunction with any other insurance coverage carried by the City, and may 
be maintained in whole or in part in the form of the participation by the City in a joint powers authority or 
other program providing pooled insurance; provided that such insurance may not be maintained by the City 
in the form of self-insurance. The Net Proceeds of such insurance, if any, shall be paid to the Trustee and 
deposited in the Lease Payment Fund, and shall be credited towards the payment of the Lease Payments 
allocable to the insured improvements as the same become due and payable. 

 
TITLE INSURANCE 

 
The City will, at its expense, cause the Site Lease, the Assignment Agreement and the Lease 

Agreement to be recorded in the office of the San Mateo County Recorder on or before the delivery of the 
Certificates. Concurrent with such recordation, the City will obtain a CLTA title insurance policy insuring 
the City's leasehold estate in the Leased Property, in an amount at least equal to the aggregate principal 
amount of the Certificates. All Net Proceeds received under such title insurance policy will be deposited 
with the Trustee in the Lease Payment Fund and credited towards the prepayment of the Lease Payments. 

 
TERMINATION OR ABATEMENT DUE TO EMINENT DOMAIN 

 
If the Leased Property is taken permanently under the power of eminent domain or sold to a 

government threatening to exercise the power of eminent domain, the term of the Lease Agreement will 
cease with respect thereto as of the day possession is so taken. If less than all of the Leased Property is 
taken permanently, or if the Leased Property is taken temporarily, under the power of eminent domain, (a) 
the Lease will continue in full force and effect with respect thereto and will not be terminated by virtue of 
such taking and the parties waive the benefit of any law to the contrary, and (b) there will be a partial 
abatement of Lease Payments allocated thereto, in an amount to be determined by the City such that the 
resulting Lease Payments represent fair consideration for the use and occupancy of the remaining usable 
portions of the Leased Property.  
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Notwithstanding the foregoing, the Lease Payments will not be abated to the extent that amounts in 
the Certificate Reserve Fund or the proceeds of Gas Tax Revenues are available to pay Lease Payments 
which would otherwise be abated, it having been declared by the City that such proceeds and amounts 
constitute a special fund for the payment of the Lease Payments.  

 
ABATEMENT DUE TO DAMAGE OR DESTRUCTION 

 
The amount of Lease Payments will be abated during any period in which by reason of damage or 

destruction (other than by eminent domain which was described above) there is substantial interference with 
the use and occupancy by the City of the Leased Property or any portion thereof. The amount of such 
abatement shall be determined by the City such that the resulting Lease Payments represent fair 
consideration for the use and occupancy of the portions of the Leased Property not damaged or destroyed. 
Such abatement shall continue for the period commencing with such damage or destruction and ending with 
the substantial completion of the work of repair or reconstruction. In the event of any such damage or 
destruction, the Lease Agreement will continue in full force and effect and the City has waived any right to 
terminate the Lease agreement by virtue of any such damage and destruction.  

 
Notwithstanding the foregoing, there shall be no abatement of Lease Payments under the Lease 

Agreement to the extent that the proceeds of hazard insurance, rental interruption insurance, amounts in the 
Certificate Reserve Fund, or the Allocable Share of Gas Tax Revenues, are available to pay Lease Payments 
which would otherwise be abated, it having been declared by the City that such proceeds and amounts 
constitute a special fund for the payment of the Lease Payments.  
 
REENTERING AND RELETTING 
 

If the City defaults in the performance of its obligations under the Lease Agreement, the Trustee, as 
assignee of the Authority, may re-enter and relet the Leased Property and may enforce the Lease Agreement 
and hold the City liable for all Lease Payments on an annual basis while re-entering and reletting the Leased 
Property. Such re-entry and reletting shall not effect a surrender of the Lease Agreement. The City has 
agreed to pay all costs, loss or damage howsoever occurring. 

 
PREPAYMENT PROVISIONS 

 
OPTIONAL PREPAYMENT  

 
The Certificates maturing on or before January 1, 2016 are not subject to call and prepayment prior 

to maturity.  The Certificates maturing on or after January 1, 2017 shall be subject to call and prepayment 
prior to maturity, at the option of the City, from the proceeds of optional prepayments of Lease Payments 
made by the City pursuant to the Lease Agreement, among maturities as shall be determined by the City, 
and by lot within each maturity, as a whole or in part, on any date on or after January 1, 2016, at the 
optional prepayment prices set forth below, calculated as a percentage of the principal amount thereof, with 
accrued interest to the date of prepayment: 

 

Prepayment Period Prepayment Price 
January 1, 2016 through December 31, 2017 102% 
January 1, 2017 through December 31, 2018 101% 

January 1, 2018 and thereafter 100% 
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EXTRAORDINARY PREPAYMENT 
 

The Certificates may be prepaid, in whole or in part, in any integral multiple of an Authorized 
Denomination, on any Interest Payment Date, from Net Proceeds received by the City of insurance, or 
condemnation awards with respect to the Leased Property, which Net Proceeds are deposited in the Lease 
Payment Fund and credited towards the prepayment of the Lease Payments made by the City pursuant to 
the Lease Agreement, at a prepayment price equal to the principal amount of the Certificates to be prepaid, 
together with accrued interest to the date fixed for prepayment, without premium. 
 
MANDATORY SINKING FUND PREPAYMENT 
 

The Certificates maturing on January 1, 2013 are subject to mandatory sinking fund prepayment, in 
part, as set forth below on January 1 in the years set forth below to the extent of the principal components of 
scheduled Lease Payments required to be paid by the City pursuant to the Lease Agreement with respect to 
each such prepayment date, commencing January 1, 2012 at a prepayment price equal to the principal 
amount thereof, together with accrued interest thereon to the date of prepayment, without premium, as 
follows: 

 
Sinking Fund  

Prepayment Date 
(January1)  

Principal Amount 
of Certificates  
to be Prepaid 

   

2012  $525,000 
                 2013 (Maturity)   525,000 

 
In the event that the Trustee shall prepay Certificates maturing on January 1, 2014 in part but not in 

whole, the amount of the Certificates to be prepaid in each subsequent year will be reduced proportionately 
to correspond to the principal components of the Lease Payments remaining following such prepayment, 
determined as set forth in the Lease Agreement such that approximately equal Lease Payments prevail 
following each such prepayment. 
 

The Certificates maturing on January 1, 2016 are subject to mandatory sinking fund prepayment, in 
part, as set forth below on January 1 in the years set forth below to the extent of the principal components of 
scheduled Lease Payments required to be paid by the City pursuant to the Lease Agreement with respect to 
each such prepayment date, commencing January 1, 2014 at a prepayment price equal to the principal 
amount thereof, together with accrued interest thereon to the date of prepayment, without premium, as 
follows: 

 
Sinking Fund  

Prepayment Date 
(January1)  

Principal Amount 
of Certificates  
to be Prepaid 

   

2014         $505,000 
2015  555,000 

                 2016 (Maturity)  530,000 
 

In the event that the Trustee shall prepay Certificates maturing on January 1, 2016 in part but not in 
whole, the amount of the Certificates to be prepaid in each subsequent year will be reduced proportionately 
to correspond to the principal components of the Lease Payments remaining following such prepayment, 
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determined as set forth in the Lease Agreement such that approximately equal Lease Payments prevail 
following each such prepayment. 

 
The Certificates maturing on January 1, 2022 are subject to mandatory sinking fund prepayment, in 

part, as set forth below on January 1 in the years set forth below to the extent of the principal components of 
scheduled Lease Payments required to be paid by the City pursuant to the Lease Agreement with respect to 
each such prepayment date, commencing January 1, 2021 at a prepayment price equal to the principal 
amount thereof, together with accrued interest thereon to the date of prepayment, without premium, as 
follows: 

 
Sinking Fund  

Prepayment Date 
(January1)  

Principal Amount 
of Certificates  
to be Prepaid 

   

2021  $600,000 
                 2022 (Maturity)  675,000 

 
In the event that the Trustee shall prepay Certificates maturing on January 1, 2022 in part but not in 

whole, the amount of the Certificates to be prepaid in each subsequent year will be reduced proportionately 
to correspond to the principal components of the Lease Payments remaining following such prepayment, 
determined as set forth in the Lease Agreement such that approximately equal Lease Payments prevail 
following each such prepayment. 

 
The Certificates maturing on January 1, 2037 are subject to mandatory sinking fund prepayment, in 

part, as set forth below on January 1 in the years set forth below to the extent of the principal components of 
scheduled Lease Payments required to be paid by the City pursuant to the Lease Agreement with respect to 
each such prepayment date, commencing January 1, 2031 at a prepayment price equal to the principal 
amount thereof, together with accrued interest thereon to the date of prepayment, without premium, as 
follows: 

 
Sinking Fund  

Prepayment Date 
(January1)  

Principal Amount 
of Certificates  
to be Prepaid 

   

2031  $850,000 
2032  880,000 
2033  930,000 
2034  930,000 
2035  980,000 
2036  1,005,000 

                 2037 (Maturity)  1,025,000 
 

In the event that the Trustee shall prepay Certificates maturing on January 1, 2037 in part but not in 
whole, the amount of the Certificates to be prepaid in each subsequent year will be reduced proportionately 
to correspond to the principal components of the Lease Payments remaining following such prepayment, 
determined as set forth in the Lease Agreement such that approximately equal Lease Payments prevail 
following each such prepayment. 
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SELECTION OF CERTIFICATES FOR PREPAYMENT 
 

All or a portion of any Certificate may be prepaid, but only in a principal amount equal to an 
Authorized Denomination. In the event that part, but not all, of the Certificates are to be redeemed (except 
for mandatory sinking fund prepayment), the Certificates to be redeemed will be selected by the Trustee 
among maturities as designated in writing by the City and by lot within a maturity; provided, however, that, 
as shall be set forth in a Written Request of the City, the Certificates may be redeemed by any maturity or 
maturities selected by the City to correspond with Lease Payments prepaid by the City, and by lot within a 
maturity.  The Trustee will promptly notify the City in writing of the numbers of the Certificates so selected 
for prepayment on such date.  For purposes of such selection, any Certificate may be redeemed in part in 
Authorized Denominations. 

 
In the event of a prepayment for which the Trustee does not have monies available to redeem the 

entire amount scheduled for prepayment, the Trustee will redeem Certificates of the applicable maturity or 
maturities by lot up to a principal amount equal to the available monies. 

 
NOTICE OF PREPAYMENT 

 
The Trustee will give to the Certificate Owners notice of the prepayment of the Certificates. Such 

notice will be given not less than thirty (30) and no more than sixty (60) days prior to the date fixed for 
prepayment to each Owner of the Certificate or Certificates to be redeemed. When prepayment of the 
Certificates is authorized pursuant to the Trust Agreement, the Trustee will give notice, at the expense of the 
City, of the prepayment of the Certificates. 

 
While the Certificates are subject to DTC’s Book-Entry system, the Trustee will be required to give 

notice of prepayment only to DTC as provided in the letter agreement between the City and DTC, and the 
Trustee will not be required to give any such notice of prepayment to any other person or entity other than 
certain securities depositories and information repositories as identified in the Trust Agreement.  DTC and 
the Participants will have sole responsibility for providing any such notice of prepayment to the beneficial 
owners of the Certificates to be prepaid.  Any failure of DTC to notify any Participant, or any failure of 
Participants to notify the Beneficial Owner of any Certificates to be prepaid, of a notice of prepayment or its 
content or effect will not affect the validity of the notice of prepayment, or alter the effect of prepayment 
described below under “Effect of Prepayment.” 

 
During any period in which the Certificates are not subject to the Book-Entry system, notice of 

prepayment of any Certificates to be prepaid will be given to the respective Owners of Certificates 
designated for prepayment by first-class mail, postage prepaid, at their addresses appearing on the 
registration books of the Trustee, at least 30 but not more than 60 days prior to the prepayment date.  Such 
notice must also be given to each of certain specified securities depositories and to certain other specified 
services. 
 
EFFECT OF PREPAYMENT 

 
If notice of prepayment has been duly given as provided in the Trust Agreement and moneys for the 

payment of the prepayment price of the Certificates to be prepaid are held by the Trustee, then on the 
prepayment date designated in such notice, the Certificates so called for prepayment will become payable at 
the prepayment price specified in such notice; and from and after the date so designated, interest evidenced 



 
 

by the Certificates so called for prepayment will cease to accrue, such Certificates will cease to be entitled 
to any benefit or security under the Trust Agreement and the Owners of such Certificates will have no rights 
in respect thereof except to receive payment of the prepayment price thereof, and such moneys will be 
pledged to such prepayment. All Certificates prepaid pursuant to the provisions of the Trust Agreement will 
be canceled by the Trustee and will not be redelivered. 

 
 

SECURITY AND SOURCES OF PAYMENT FOR THE CERTIFICATES 
 

NATURE OF THE CERTIFICATES 
 
Each Certificate evidences and represents a direct, undivided fractional interest in the principal 

component of the Lease Payments due under the Lease Agreement on the payment date or prepayment date 
of such Certificate, and the interest component of all Lease Payments (based on the stated interest rate with 
respect to such Certificate) to accrue from its date of delivery to its payment date or prepayment date, as the 
case may be. Under the Assignment Agreement, the Authority will assign to the Trustee for the benefit of 
the Owners of the Certificates, the Authority’s right to receive Lease Payments to be paid by the City, to 
enforce collection of the Lease Payments, and to receive the Available Proceeds of any insurance or 
eminent award with respect to the Leased Property. The City will pay Lease Payments directly to the 
Trustee, as assignee of the Authority. See “Lease Payments” below. 

 
SOURCE OF PAYMENTS; BUDGET AND APPROPRIATION 

 
The Lease Payments and Additional Payments due under the Lease Agreement are payable from 

any source of available funds of the City. The City has covenanted in the Lease Agreement to take such 
actions as may be necessary to include all estimated Lease Payments and all estimated Additional Payments 
due under the Lease Agreement in each of its final approved budgets. The City has further covenanted to 
make all necessary appropriations (including any supplemental appropriations) from any source of legally 
available funds of the City for all the actual amount of Lease Payments and Additional Payments which 
come due and payable during the period covered by such budget. 
 
PLEDGE OF GAS TAX REVENUES 

 
The City and the Authority have determined that 25.235% (the “Allocable Share”) of each Lease 

Payment is payable from and ratably secured by a pledge of and lien on (the “Revenue Pledge”) the Gas 
Tax Revenues (as defined in the Trust Agreement). As part of the Revenue Pledge the City has covenanted 
to deposit all of the Gas Tax Revenues into a special fund to be held and administered by the City. On or 
before each Lease Payment Date, the City will withdraw from such special fund and pay to the Trustee the 
Allocable Share of the Lease Payment and Additional Payments which are then coming due and payable. 
See “RISK FACTORS – Gas Tax Revenues Uncertain” herein. 

 
LEASE PAYMENTS 

 
The Lease Agreement requires the City to pay the Lease Payments which are evidenced by the 

Certificates, for use of the Leased Property. The Lease Payments shall be payable on the Interest Payment 
Dates, and the amount of each Lease Payment due on any Interest Payment Date shall be equal to the 
aggregate amount of principal and interest coming due and payable on the Certificates on such Interest 
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Payment Date as determined in accordance with the Trust Agreement. The Lease Payment coming due and 
payable on any Interest Payment Date shall be deposited by the City with the Trustee on the Lease Payment 
Date immediately preceding such Interest Payment Date. See “LEASE PAYMENT SCHEDULE” above for 
a description of the amount of the Lease Payments. 

 
THE OBLIGATION OF THE CITY TO PAY THE LEASE PAYMENTS DOES NOT CONSTITUTE A 

DEBT OF THE CITY OR THE STATE OR OF ANY POLITICAL SUBDIVISION THEREOF WITHIN THE 
MEANING OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMIT OR RESTRICTION, AND DOES 
NOT CONSTITUTE AN OBLIGATION FOR WHICH THE CITY OR THE STATE OF CALIFORNIA IS 
OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE CITY OR THE 
STATE OF CALIFORNIA HAS LEVIED OR PLEDGED ANY FORM OF TAXATION.  

 
ADDITIONAL PAYMENTS 

 
In addition to the Lease Payments, the City is obligated under the Lease Agreement to pay when 

due, as additional rental for the Leased Property under the Lease Agreement, all costs and expenses incurred 
by the City under the Lease Agreement or under the Trust Agreement, or incurred by the Authority to 
comply with the provisions of the Trust Agreement, including without limitation all Costs of Issuance (to 
the extent not paid from amounts on deposit in the Costs of Issuance Fund), annual compensation due to the 
Trustee and all of its reasonable costs and expenses (including amounts payable to the Trustee by virtue of 
indemnification) payable as a result of the performance of and compliance with its duties under the Trust 
Agreement, and all reasonable costs and expenses of attorneys, auditors, engineers and accountants engaged 
by the Authority or the Trustee in connection with the Leased Property or the performance of their duties 
under the Lease Agreement or under the Trust Agreement. 

 
THE LEASE PAYMENT FUND 
 

The Trustee will establish a fund designated as the “Lease Payment Fund” as a fund separate and 
apart from all other funds and accounts held by the Trustee. All moneys at any time deposited by the 
Trustee in the Lease Payment Fund will be held by the Trustee in trust for the benefit of the Owners of the 
Certificates and the Insurer. So long as any Certificates are Outstanding, neither the City nor the Authority 
shall have any beneficial right or interest in the Lease Payment Fund or the moneys deposited therein, 
except only as provided in the Trust Agreement, and such moneys will be used and applied by the Trustee 
as set forth in the Trust Agreement.   
 

Within the Lease Payment Fund the Trustee will establish an account designated as the “Capitalized 
Interest Account” as an account separate and apart from all other funds and accounts held by the Trustee. 
The funds in the Capitalized Interest Account will be applied to satisfy interest with respect to the Lease 
Payments as provided in the Lease Agreement, and to satisfy the Trustee’s fees and costs incurred in 
connection with the Certificates to the extent funds within the Delivery Costs Fund are insufficient. 
 

There will be deposited in the Lease Payment Fund all Lease Payments received by the Trustee, 
including any moneys received by the Trustee for deposit therein pursuant to the Lease Agreement or 
pursuant to the Trust Agreement (except moneys deposited for Certificate Reserve Fund purposes). There 
shall be deposited in the Capitalized Interest Account of the Lease Payment Fund the proceeds of sale of the 
Certificates required to be deposited therein pursuant to the Trust Agreement representing the interest 
component coming due on the first Interest Payment Date. 
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ADMINISTRATION AND MAINTENANCE OF GAS TAX REVENUES 
 
Under the Lease Agreement, the City is obligated to hold and administer the Gas Tax Revenues in 

such a manner that permits the Allocable Share of the Lease Payments and Additional Payments to be paid 
from the Gas Tax Revenues when due. Subject to such general covenant to pay the Allocable Share, the 
City has full discretion to expend Gas Tax Revenues for any authorized purposes from time to time, 
including but not limited to the payment of authorized costs of street improvements. The City has 
covenanted to take all actions as may be required to receive and collect the full amount of Gas Tax 
Revenues to which the City is entitled under the laws of the State of California, at all times during the Term 
of the Lease Agreement. 

 
The City has the right from time to time to issue its bonds, notes or other obligations, or enter into 

leases, installment sale agreements or other contracts, which are secured by a Revenue Pledge of and lien on 
the Gas Tax Revenues which is on a parity with the lien established under the Lease Agreement, so long as 
the amount of Gas Tax Revenues received for the preceding Fiscal Year are at least equal to 150% of the 
maximum amount of Lease Payments and debt service on all such bonds, notes, leases, installment sale 
agreements, obligations or contracts coming due in the current or any future Fiscal Year. See “APPENDIX 
B – SUMMARY OF CERTAIN PROVISIONS OF THE LEGAL DOCUMENTS” and “RISK FACTORS 
– Gas Tax Revenues Uncertain” herein. 

 
ACTION ON DEFAULT 

 
If the City defaults under the Lease Agreement, the Trustee, as assignee of the Authority, may 

exercise any and all remedies available under law or granted under the Lease Agreement; provided, 
however, that notwithstanding anything in the Lease Agreement or in the Trust Agreement to the contrary, 
there is no right under any circumstances to accelerate the Lease Payments or otherwise declare any Lease 
Payments not then in default to be immediately due and payable. The Authority and the Trustee (as assignee 
of the Authority) have the right to re-enter or re-let the Leased Property and the right to terminate the Lease 
Agreement. See “RISK FACTORS – Limited Recourse on Default” herein. For a description of the events 
of default and permitted remedies of the Trustee (as assignee of the Authority) contained in the Lease 
Agreement and the Trust Agreement, see “APPENDIX B – SUMMARY OF CERTAIN PROVISIONS OF 
THE LEGAL DOCUMENTS” herein. 

 
CERTIFICATE RESERVE FUND 
 

The Trustee will establish a fund designated as the “Certificate Reserve Fund” as a fund separate 
and apart from all other funds and accounts held by the Trustee. All moneys at any time deposited by the 
Trustee in the Certificate Reserve Fund will be held by the Trustee in trust for the benefit of the Owners of 
the Certificates and the Insurer. So long as any Certificates are Outstanding, neither the City nor the 
Authority will have any beneficial right or interest in the Certificate Reserve Fund or the moneys deposited 
therein, except only as provided in the Trust Agreement, and such moneys will be used and applied by the 
Trustee as set forth in the Trust Agreement. 

 
The Trust Agreement provides that on the Closing Date, the Certificate Reserve Fund will initially 

be satisfied with the acquisition of a debt service surety bond to be issued by the Certificate Insurer (the 
“Reserve Fund Surety Bond”). By the terms of the Reserve Fund Surety Bond, the Trustee will be entitled 
to draw amounts thereunder in the event and to the extent a payment is required to be made from the 
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Reserve Fund. see “APPENDIX B – SUMMARY OF CERTAIN PROVISIONS OF THE LEGAL 
DOCUMENTS – Trust Agreement” herein. 

 
If the Certificate Reserve Fund Requirement is maintained in the Certificate Reserve Fund at any 

time in the form of a combination of cash and the Reserve Fund Surety Bond, the Trustee shall apply the 
amount of such cash to make any payment required to be made from the Certificate Reserve Fund before 
the Trustee shall draw any moneys under the Reserve Fund Surety Bond for such purpose. If the Trustee at 
any time draws funds under the Reserve Fund Surety Bond to make any payment then required to be made 
from the Certificate Reserve Fund, the Lease Payments thereafter received by the Trustee, to the extent 
remaining after making provision for payment of principal or interest represented by the Certificates then 
due and payable, must be used first to reinstate the Reserve Fund Surety Bond (including the amount drawn 
thereunder and including accrued interest on such draw at the rate set forth in the Reserve Fund Surety 
Bond) and second, to replenish the amount of cash in the Certificate Reserve Fund. 

 
Interest earnings, if any, accruing in the Certificate Reserve Fund and amounts deposited in the 

Certificate Reserve Fund in excess of the Certificate Reserve Fund Requirement will be transferred first, to 
the Delivery Costs Fund to fund any unfunded costs of Conversion, then to the Lease Payment Fund. 
 

Amounts available in the Certificate Reserve Fund will be used and withdrawn by the Trustee 
solely for the purposes set forth in the Trust Agreement. If, on any Interest Payment Date, the amount on 
deposit in the Lease Payment Fund is insufficient to pay the interest due with respect to the Certificates on 
such Interest Payment Date, the Trustee will transfer from the Certificate Reserve Fund and deposit in the 
Lease Payment Fund an amount sufficient to make up such deficiency. If, on any Payment Date, the amount 
on deposit in the Lease Payment Fund is insufficient to pay the principal due with respect to the Certificates 
on such date, the Trustee will transfer from the Certificate Reserve Fund and deposit in the Lease Payment 
Fund an amount sufficient to make up such deficiency. Moneys, if any, on deposit in the Certificate Reserve 
Fund will be withdrawn and applied by the Trustee for the final payment on the Certificates. 
 

In any event of any transfer from the Certificate Reserve Fund, the Trustee will, within five 
(5) days thereafter, provide written notice to the City and the Insurer of the amount and the date of such 
transfer. If the sum of the amount on deposit in the Certificate Reserve Fund is less than the Certificate 
Reserve Fund Requirement, the Lease Payments thereafter received from the City not needed to pay the 
interest or principal components payable to the Owners on the next Interest Payment Date will be used to 
increase the amount on deposit in the Certificate Reserve Fund to an amount which will equal the 
Certificate Reserve Fund Requirement. 

 
APPLICATION OF MONEYS 
 

The Trustee will, on each Payment Date, draw from the Lease Payment Fund, an amount equal to 
the aggregate principal, prepayment price (but not premium) and interest due with respect to the Certificates 
on such Payment Date. The Trustee will make all payments on account of principal, prepayment price and 
interest with respect to the Certificates first from funds derived from the Lease Payment Fund, then from the 
Certificate Reserve Fund. The Trustee will make all payments on account of principal, prepayment price 
and interest with respect to the Certificates directly to the Owners thereof. 
 

Amounts on hand in the Lease Payment Fund will be applied to the payment of the principal and 
interest with respect to the Certificates to Certificate Owners. If on any Interest Payment Date amounts on 
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deposit in the Lease Payment Fund are insufficient to pay the full amount of principal and interest then due 
and payable with respect to the Certificates then the Trustee will withdraw moneys from the Certificate 
Reserve Fund and apply such amounts first to the payment of interest past due, pro rata if necessary, and 
second to the payment of principal past due, pro rata, if necessary. 

 
When amounts on deposit in the Capitalized Interest Account of the Lease Payment Fund are 

depleted, the Trustee will close such account and all payments shall be made through the use of the Lease 
Payment Fund. Any surplus remaining in the Lease Payment Fund after prepayment or payment in full of (i) 
all Certificates, including premiums and accrued interest (if any), and (ii) any applicable fees and expenses 
to the Trustee and any amounts due to the Insurer, will be withdrawn by the Trustee and remitted to the 
City. 

 
BOOK-ENTRY ONLY SYSTEM 

 
GENERAL 
 

The following description of the procedures and record-keeping with respect to the beneficial 
ownership interests in the Certificates, payment of principal, interest and other payments with respect to the 
Certificates to Owners, confirmation and transfer of beneficial ownership interests in such Certificates and 
other related transactions by and between the Depository Trust Company (“DTC”), New York, New York, 
and the Owners is based solely on information provided by DTC. Accordingly, no representations can be 
made concerning these matters and the Owners should not rely on the following information with respect to 
such matters, but, instead should confirm the same with DTC or the Owners, as the case may be. 
 

DTC will act as the initial depository for the Certificates. Cede & Co., will be the initial Nominee 
of DTC. The Certificates will be initially executed and delivered in the form of a single, fully registered 
Certificate for each maturity (which may be typewritten). Upon initial execution and delivery, the 
ownership of such Certificate(s) will be registered in the Certificate Register in the name of the Nominee 
identified below as the nominee of DTC. 
 
LIMITED PURPOSE TRUST COMPANY 
 

DTC, the world’s largest 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 2 million issues of U.S. 
and non-U.S. equity, corporate and municipal debt issues, and money market instrument from over 85 
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, in turn, is owned by a number of Direct Participants of DTC and Members of the 
National Securities Clearing Corporation Government Securities Clearing Corporation, MBS Clearing 
Corporation, and Emerging Markets Clearing Corporation (NSCC, GSCC, MBSCC, and EMCC, also 
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subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the American Stock Exchange 
LLC, and the National Association of Securities Dealers, Inc. Access to the DTC system is also available to 
others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing 
corporations that clear through or maintain a custodial relationship with a Direct Participant, either directly 
or indirectly (“Indirect Participants”). DTC has Standard & Poor’s highest rating: AAA. The DTC Rules 
applicable to its Participants are on file with the Securities and Exchange Commission. More information 
about DTC can be found at www.dtcc.com. 

 
Purchases of Certificates under the DTC system must be made by or through Direct Participants, 

which will receive a credit for the Certificates on DTC’s records. The ownership interest of each actual 
purchaser of each Certificate (“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 Certificates 
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 
Certificates, except in the event that use of the book-entry system for the Certificates is discontinued. 

 
To facilitate subsequent transfers, all Certificates 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 Certificates with DTC and their registration in the 
name of Cede & Co. or such other nominee do not effect any change in beneficial ownership. DTC has no 
knowledge of the actual Beneficial Owners of the Certificates; DTC’s records reflect only the identity of the 
Direct Participants to whose accounts such Certificates are credited, which may or may not be the 
Beneficial Owners. The Direct and Indirect Participants will remain responsible for keeping account of their 
holdings on behalf of their customers. 

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

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

 
Prepayment notices will be sent to DTC. If less than all of the Certificates within an issue are being 

redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such 
issue to be redeemed. Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote 
with respect to the Certificates unless authorized by a Direct Participant in accordance with DTC’s 
Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to City as soon as possible after the 
record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct 
Participants to whose accounts the Certificates are credited on the record date (identified in a listing 
attached to the Omnibus Proxy). 
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Prepayment proceeds, distributions, and dividend payments on the Certificates 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 City or Trustee on payable date in accordance with their respective holdings shown on 
DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing instructions 
and customary practices, as is the case with securities held for the accounts of customers in bearer form or 
registered in “street name,” and will be the responsibility of such Participant and not of DTC (nor its 
nominee), Trustee, or City, subject to any statutory or regulatory requirements as may be in effect from time 
to time. Payment of prepayment 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 City or 
Trustee, disbursement of such payments to Direct Participants will be the responsibility of DTC, and 
disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect 
Participants. 

 
AS LONG AS CEDE & CO., OR ITS SUCCESSOR AS A NOMINEE OF DTC, IS THE 

OWNER OF THE CERTIFICATES, REFERENCES HEREIN TO THE OWNERS OF THE 
CERTIFICATES SHALL MEAN CEDE & CO., AS AFORESAID, AND SHALL NOT MEAN THE 
BENEFICIAL OWNERS OF THE CERTIFICATES. THE BENEFICIAL OWNERS WILL NOT 
RECEIVE CERTIFICATES REPRESENTING THEIR BENEFICIAL OWNERSHIP INTERESTS 
IN THE CERTIFICATES. IT IS ANTICIPATED THAT EACH BENEFICIAL OWNER WILL 
RECEIVE A WRITTEN CONFIRMATION OF THE OWNERSHIP INTEREST ACQUIRED BY 
SUCH BENEFICIAL OWNER IN THE CERTIFICATES FROM THE PERSON OR ENTITY 
FROM WHOM SUCH OWNERSHIP INTEREST IS ACQUIRED. 

 
DTC may discontinue providing its services as securities depository with respect to the Certificates 

at any time by giving reasonable notice to City or Trustee. Under such circumstances, in the event that a 
successor securities depository is not obtained, Certificates are required to be printed and delivered. 

 
City may decide to discontinue use of the system of book-entry-only transfers through DTC (or a 

successor securities depository). In that event, Certificates will be printed and delivered to DTC. 
 
The information in this section concerning DTC and DTC’s book-entry system has been obtained 

from sources that City believes to be reliable, but City takes no responsibility for the accuracy thereof. 
 
Set forth below is a brief summary of certain information concerning Ambac Assurance 

Corporation (the “Certificate Insurer”) and the terms of the Insurer’s financial guaranty insurance policy 
(the “Certificate Insurance Policy”). Information with respect to the Insurer has been supplied to the City 
by the Certificate Insurer. The following discussion does not purport to be complete and is qualified in its 
entirety by reference to the Certificate Policy. No representation is made by the City as to the accuracy of 
adequacy of the following information or  as to the absence of material adverse changes in such 
information subsequent to the date hereof, or that the information contained and incorporated herein by 
reference is correct.  The following information has been furnished by the Insurer for use in the Reoffering 
Memorandum. Reference is made to APPENDIX F hereto for a specimen of the Certificate Insurance 
Policy. 
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THE CERTIFICATE INSURANCE POLICY 
 

PAYMENT PURSUANT TO CERTIFICATE INSURANCE POLICY 
 

The Certificate Insurer has previously issued a Certificate Insurance Policy, effective as of the date 
of issuance of the Original Certificates.  Under the terms of the Certificate Insurance Policy, the Certificate 
Insurer will pay to The Bank of New York, in New York, New York, or any successor thereto (the 
“Insurance Trustee”), that portion of the principal of and interest on the Certificates that will become Due 
for Payment but shall be unpaid by reason of Nonpayment by the Obligor (as such terms are defined in the 
Certificate Insurance Policy).  The Certificate Insurer will make such payments to the Insurance Trustee on 
the later of the date on which such principal and/or interest becomes Due for Payment or within one 
business day following the date on which The Certificate Insurer shall have received notice of Nonpayment 
from the Trustee.  The insurance will extend for the term of the Certificates and, once issued, cannot be 
canceled by the Certificate Insurer. 

 
The Certificate Insurance Policy will insure payment only on stated maturity dates and on 

mandatory sinking fund installment dates, in the case of principal, and on stated dates for payment, in the 
case of interest.  If the Certificates become subject to mandatory prepayment and insufficient funds are 
available for prepayment of all outstanding Certificates, the Certificate Insurer will remain obligated to pay 
the principal of and interest on outstanding Certificates on the originally scheduled interest and principal 
payment dates, including mandatory sinking fund prepayment dates.  In the event of any acceleration of the 
principal of the Certificates, the insured payments will be made at such times and in such amounts as would 
have been made had there not been an acceleration, except to the extent that the Certificate Insurer elects, in 
its sole discretion, to pay all or a portion of the accelerated principal and interest accrued thereon to the date 
of acceleration (to the extent unpaid by the Obligor).  Upon payment of all such accelerated principal and 
interest accrued to the acceleration date, Certificate Insurer’s obligations under the Certificate Insurance 
Policy shall be fully discharged. 

 
In the event the Trustee has notice that any payment of principal of or interest on the Certificates 

that has become Due for Payment and that is made to a Owner by or on behalf of the Obligor has been 
deemed a preferential transfer and theretofore recovered from its registered owner pursuant to the United 
States Bankruptcy Code in accordance with a final, nonappealable order of a court of competent 
jurisdiction, such registered owner will be entitled to payment from the Certificate Insurer to the extent of 
such recovery if sufficient funds are not otherwise available. 

 
The Certificate Insurance Policy does not insure any risk other than Nonpayment (as set forth in the 

Certificate Insurance Policy).  Specifically, the Certificate Insurance Policy does not cover: 
 
 1. Payment on acceleration, as a result of a call for prepayment (other than mandatory sinking 

fund prepayment) or as a result of any other advancement of maturity; 
 
 2. Payment of any prepayment, prepayment or acceleration premium; and 
 
 3. Nonpayment of principal or interest caused by the insolvency or negligence of the Trustee, 

Paying Agent or Bond Registrar, if any. 
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If it becomes necessary to call upon the Certificate Insurance Policy, payment of principal requires 
surrender of  the Certificates to the Insurance Trustee together with an appropriate instrument of assignment 
so as to permit ownership of such Certificates to be registered in the name of the Certificate Insurer to the 
extent of the payment under the Certificate Insurance Policy.  Payment of interest pursuant to the Certificate 
Insurance Policy requires proof of Owner entitlement to interest payments and an appropriate assignment of 
the Owner’s right to payment to the Certificate Insurer. 

 
Upon payment of the insurance benefits, The Certificate Insurer will become the owner of the 

Certificate(s), appurtenant coupon, if any, or right to payment of the principal of or interest on such 
Certificate(s) and will be fully subrogated to the surrendering Owner’s rights to payment. 

 
 The Certificate Insurance Policy does not insure against loss relating to payments to the purchase 

price of the Certificates upon tender by a registered owner thereof or any preferential transfer relating to 
payments of the purchase price of the Certificates upon tender by a registered owner thereof. 

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

Certificate Insurance Policy would be excluded from coverage by the California Insurance Guaranty 
Association, established pursuant to the laws of the State of California. 

 
THE CERTIFICATE INSURER 

 
The Certificate Insurer is a Wisconsin-domiciled stock insurance corporation regulated by the 

Office of the Commissioner of Insurance of the State of Wisconsin, and is licensed to do business in 50 
states, the District of Columbia, the Territory of Guam, the Commonwealth of Puerto Rico and the U.S. 
Virgin Islands, with admitted assets of approximately $12,282,000,000 (unaudited) and statutory capital of 
approximately $6,806,000,000 (unaudited) as of March 31, 2008.  Statutory capital consists of Ambac 
Assurance’s policyholders’ surplus and statutory contingency reserve.   

 
The Certificate Insurer has been assigned the following financial strength ratings by the following 

rating agencies:  Aa3, with negative outlook, by Moody’s Investors Service, Inc., and AA, on CreditWatch 
with negative implications, by Standard and Poor’s Ratings Services, a division of The McGraw-Hill 
Companies, Inc.  

 
The Certificate Insurer has obtained a ruling from the Internal Revenue Service to the effect that the 

insuring of an obligation by the Certificate Insurer will not affect the treatment for federal income tax 
purposes of interest on such obligation and that insurance proceeds representing maturing interest paid by 
the Certificate Insurer under policy provisions substantially identical to those contained in the Certificate 
Insurance Policy shall be treated for federal income tax purposes in the same manner as if such payments 
were made by the Obligor. No representation is made by the Certificate Insurer regarding the federal 
income tax treatment of payments that are made by the Certificate Insurer under the terms of the 
Certificate Insurance Policy due to non-appropriation of funds by the Lessee. 

 
The Certificate Insurer makes no representation regarding the Certificates or the advisability of 

investing in the Certificates and makes no representation regarding, nor has it participated in the preparation 
of, this Reoffering Memorandum other than the information supplied by the Certificate Insurer and 
presented under the heading “THE CERTIFICATE INSURANCE POLICY.” 
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AVAILABLE INFORMATION 
 
The parent company of the Certificate Insurer, Ambac Financial Group, Inc. (the “Company”), 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 Securities and Exchange 
Commission (the “SEC”).  These reports, proxy statements and other information can be read and copied at 
the SEC’s public reference room at 100 F Street, N.E., Room 1580, Washington, D.C. 20549.  Please call 
the SEC at 1-800-SEC-0330 for further information on the public reference room.  The SEC maintains an 
internet site at http://www.sec.gov that contains reports, proxy and information statements and other 
information regarding companies that file electronically with the SEC, including the Company.   

 
These reports, proxy statements and other information can also be read at the Certificate Insurer’s 

internet website at www.ambac.com and at the offices of the New York Stock Exchange, Inc., 20 Broad 
Street, New York, New York 10005. 

 
Copies of the Certificate Insurer’s financial statements prepared on the basis of accounting 

practices prescribed or permitted by the State of Wisconsin Office of the Commissioner of Insurance are 
available without charge from the Certificate Insurer.  The address the Certificate Insurer ‘s administrative 
offices is One State Street Plaza, 19th Floor, New York, New York 10004, and its telephone number is 
(212) 668-0340. 

 
INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE 

 
The following documents filed by the Company with the SEC (File No. 1-10777) are incorporated 

by reference in this Reoffering Memorandum: 
 
1. The Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2007 and 

filed on February 29, 2008;  
 
2. The Company’s Current Report on Form 8-K dated and filed on March 7, 2008;  

  
3. The Company’s Current Reports on Form 8-K dated and filed on March 12, 2008;  

 
4. The Company’s Current Report on Form 8-K dated and filed on April 23, 2008; and 

 
5. The Company’s Quarterly Report on Form 10-Q for the fiscal quarterly period ended March 

31, 2008 and filed on May 12, 2008. 
 

6. The Company’s Current Report on Form 8-K dated and filed on May 9, 2008; 
 

7. The Company’s Current Report on Form 8-K dated and filed on May 28, 2008;  
 

8. The Company’s Current Report on Form 8-K dated and filed on June 4, 2008;  
 

9. The Company’s Current Report on Form 8-K dated and filed on June 5, 2008;  
 

10. The Company’s Current Report on Form 8-K dated and filed on June 19, 2008; 
 

11. The Company’s Current Report on Form 8-K dated and filed on June 20, 2008; 
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12. The Company’s Current Report on Form 8-K dated June 26, 2008 and filed on June 27, 2008; 
and 

 
13. The Company’s Current Report on Form 8-K dated July 7, 2008 and filed on July 8, 2008. 
 
The Certificate Insurer’s consolidated financial statements and all other information relating to the 

Certificate Insurer and subsidiaries included in the Company’s periodic reports filed with the SEC 
subsequent to the date of this Reoffering Memorandum and prior to the date of closing of the Certificates 
shall, to the extent filed (rather than furnished pursuant to Item 9 of Form 8-K), be deemed to be 
incorporated by reference into this Reoffering Memorandum and to be a part hereof from the respective 
dates of filing of such reports. 

 
Any statement contained in a document incorporated in this Reoffering Memorandum by reference 

shall be modified or superseded for the purposes of this Reoffering Memorandum to the extent that a 
statement contained in a subsequently filed document incorporated by reference herein modifies or 
supersedes such statement.  Any statement so modified or superseded shall not be deemed, except as so 
modified or superseded, to constitute a part of this Reoffering Memorandum. 

 
Copies of all information regarding the Certificate Insurer that is incorporated by reference in this 

Reoffering Memorandum are available for inspection in the same manner as described above in “Available 
Information.” 

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

Act after the date of this Reoffering Memorandum will be available for inspection in the same manner as 
described above in “Available Information.” 

 
 

RISK FACTORS 
 

The purchase of the Certificates involves certain investment risks that are discussed throughout this 
Reoffering Memorandum. Accordingly, the following factors, along with the other information in the 
Reoffering Memorandum, should be considered by potential investors in making an independent evaluation 
regarding the prudence of purchasing any Certificates. However, such listed factors do not purport to be an 
exhausting listing of risks and other considerations that may be relevant to an investment in the 
Certificates. In addition, the order in which the following factors are presented is not intended to reflect the 
relative importance of any such risks. Any one or more of the risk factors discussed below, among others, 
could lead to a decrease in the market value and/or in the marketability of the Certificates. There can be 
no assurance that other risk factors not discussed herein will not become material in the future. 

 
FINANCIAL CONDITION OF THE CITY 
 

With respect to the financial condition of the City as of June 30, 2007, see “APPENDIX A – 
AUDITED FINANCIAL STATEMENTS FOR FISCAL YEAR 2006-2007” herein. 
 
SECURITY FOR THE CERTIFICATES; LIMITED OBLIGATION OF THE CITY 
 

THE OBLIGATION OF THE CITY TO BUDGET FOR AND TO PAY THE LEASE PAYMENTS 
UNDER THE LEASE AGREEMENT DOES NOT CONSTITUTE AN OBLIGATION OF THE CITY OR THE 
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STATE OF CALIFORNIA OR OF ANY POLITICAL SUBDIVISION THEREOF WITHIN THE MEANING OF 
ANY CONSTITUTIONAL OR STATUTORY DEBT LIMIT OR RESTRICTION, AND DOES NOTCONSTITUTE 
AN OBLIGATION FOR WHICH THE CITY OR THE STATE OF CALIFORNIA IS OBLIGATED TO LEVY OR 
PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE CITY OR THE STATE OF CALIFORNIA HAS 
LEVIED OR PLEDGED ANY FORM OF TAXATION.  

 
NEITHER THE CERTIFICATES NOR THE OBLIGATION OF THE CITY TO MAKE LEASE 

PAYMENTS UNDER THE LEASE AGREEMENT CONSTITUTES A DEBT OF THE CITY, THE STATE OF 
CALIFORNIA, OR ANY POLITICAL SUBDIVISION THEREOF WITHIN THE MEANING OF ANY 
CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR RESTRICTION OF THE STATE OF 
CALIFORNIA OR A PLEDGE OF THE FULL FAITH AND CREDIT OF SUCH PARTIES. NEITHER BOARD 
OF TRUSTEE NOR ANY PERSONS EXECUTING THE CERTIFICATES, NOR ANY OFFICER OR EMPLOYEE 
OF THE CITY SHALL BE PERSONALLY LIABLE ON THE CERTIFICATES OR SUBJECT TO ANY 
PERSONAL LIABILITY OR ACCOUNTABILITY BY REASON OF THE EXECUTION THEREOF. 
 

Except as noted herein, although the Lease Agreement does not create a pledge, lien or 
encumbrance upon the funds of the City, the City is obligated under the Lease Agreement to pay the Lease 
Payments from any source of legally available funds and the City has covenanted in the Lease Agreement 
that it will take such action as may be necessary to include all Lease Payments due under the Lease 
Agreement in its annual budgets and to make necessary annual appropriations for all such rental payments. 
The City is currently liable and may become liable on other obligations payable from general revenues, 
some of which may have a priority over the Lease Payments. However, the City may incur obligations 
payable from general revenues which have a priority over the Lease Payments, and the Lease Agreement 
does not prohibit the City from incurring additional obligations payable from general revenues on a parity 
with the Lease Payments. In the event the City’s revenue sources are less than its total obligations, the City 
could choose to fund other municipal services before making Lease Payments and other payments due 
under the Lease Agreement, except from amounts on deposit in the Lease Payment Fund. The City’s ability 
to collect, budget and appropriate various revenues is subject to current and future State laws and 
constitutional provisions, and it is possible that the interpretation and application of these provisions could 
result in an inability of the City to pay Lease Payments when. 

 
NO LIMITATION ON INCURRING ADDITIONAL OBLIGATIONS 
 

The City has the capacity to enter into other obligations which may constitute additional charges 
against its general revenues. To the extent that additional obligations are incurred by the City, the funds 
available to make Lease Payments may be decreased. In the event the City’s revenue sources are less than 
its total obligations, the City could choose to fund other activities before making Lease Payments and other 
payments due under the Lease Agreement. No assurance is given that the City would not fund any such 
other activities. 
 
ABATEMENT 
 

In the event of substantial interference with the City’s right to use and occupy any portion of the 
Leased Property by reason of damage to, or destruction or condemnation of the Leased Property, or any 
defects on title to the Leased Property which causes the City not to have the use and possession of all or a 
substantial use of the Leased Property, the City’s obligation to make Lease Payments will be subject to 
abatement. See “THE CERTIFICATES – Budget and Appropriation of Lease Payments,” herein. In the 
event that such portion of the Leased Property, if damaged or destroyed by an insured casualty, could not be 
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replaced during the period of time in which proceeds of the City’s rental interruption insurance will be 
available in lieu of Lease Payments, plus the period for which funds are available from the funds and 
accounts established under the Trust Agreement, or in the event that casualty insurance proceeds are 
insufficient to provide for complete repair or replacement of such portion of the Leased Property or 
prepayment of the Certificates, there could be insufficient funds to make payments with respect to the 
Certificates and therefore to pay Owners in full. 
 

Notwithstanding the foregoing, there shall be no abatement of Lease Payments under the Lease 
Agreement by reason of damage, destruction, noncompletion or unavailability of all or a portion of the 
Leased Property to the extent that: (i) the fair rental value of the portions of the Leased Property not 
damaged, destroyed, or otherwise unavailable for use and occupancy by the City is equal to or greater than 
the unpaid principal component of the Lease Payments; (ii) proceeds of Gas Tax Revenues, to the extent of 
the Allocable Share, are available to pay Lease Payments or (iii) (A) the proceeds of rental interruption 
insurance or (B) amounts in the Insurance and Condemnation Fund and/or the Lease Payment fund are 
available to pay Lease Payments which would otherwise be abated. 
 
LIMITED RECOURSE ON DEFAULT 
 

If the City defaults on its obligations to make Lease Payments, the Insurer assumes the risk of 
nonpayment. However, should the Insurer fail to honor its obligations under the Certificate Insurance 
Policy, then the Trustee, as assignee of the Authority, may exercise its remedies under the Lease Agreement 
and hold the City liable for all Lease Payments on an annual basis and will have the right to re-enter and re-
let the Leased Property. In the event such re-letting occurs, the City would be liable for any resulting 
deficiency in Lease Payments. Alternatively, the Trustee may terminate the Lease Agreement and proceed 
against the City to recover damages pursuant to the Lease Agreement. 
 

No assurances can be given that the Trustee would be able to re-let the Leased Property so as to 
provide rental income sufficient to make principal and interest payments with respect to the Certificates in a 
timely manner, and the Trustee is not empowered to sell the fee interest in the Leased Property for the 
benefit of the Owners of the Certificates. Due to the essential government function of the property it is not 
certain whether a court would permit the exercise of the remedies of repossession and re-letting of the 
Leased Property. Any suit for money damages would be subject to limitations on legal remedies against 
cities in the State, including a limitation on enforcement of judgments against funds needed to serve the 
public welfare and interest. Moreover, there can be no assurance that such re-letting will not adversely 
affect the exclusion of any interest component of Lease Payments from federal or state income taxation. 

 
IN THE EVENT OF A DEFAULT UNDER THE LEASE AGREEMENT, THERE IS NO 

AVAILABLE REMEDY OF ACCELERATION OF THE TOTAL LEASE PAYMENTS DUE OVER THE 
TERM OF THE LEASE AGREEMENT. THE CITY WILL ONLY BE LIABLE FOR LEASE PAYMENTS 
ON AN ANNUAL BASIS AS THEY COME DUE, AND THE TRUSTEE WOULD BE REQUIRED TO SEEK 
SEPARATE JUDGMENTS FOR THE LEASE PAYMENTS AS THEY COME DUE. IN ADDITION, ANY 
SUCH SUIT FOR MONEY DAMAGES COULD BE SUBJECT TO LIMITATIONS ON LEGAL REMEDIES 
AGAINST PUBLIC AGENCIES IN CALIFORNIA, INCLUDING A LIMITATION ON ENFORCEMENT OF 
JUDGMENTS AGAINST FUNDS NEEDED TO SERVE THE PUBLIC WELFARE AND INTEREST AND A 
LIMITATION ON ENFORCEMENT OF JUDGMENTS AGAINST FUNDS OF A FISCAL YEAR OTHER 
THAN THE FISCAL YEAR IN WHICH THE LEASE PAYMENTS WERE DUE. 
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THE CERTIFICATE INSURER AND THE CERTIFICATE INSURANCE POLICY 
 

Recent Developments Concerning Certificate Insurer.  When the Original Certificates were 
issued and delivered, payment of the principal of and interest on the Original Certificates when due was 
insured by the Policy issued by the Certificate Insurer, which Policy remains in effect for the Certificates by 
virtue of the Conversion. However, recent developments which have been the subject of substantial 
discussion in the financial press and which affect the bond insurance business, including that of the 
Certificate Insurer, have had a serious adverse effect on the financial condition of a number of bond 
insurers, weakening their credit status as reflected in their credit ratings, including a recent downgrade of 
the Certificate Insurer. The Certificate Insurer has recently been assigned the following financial strength 
ratings by the following rating agencies:  Aa3, with negative outlook, by Moody’s Investors Service, Inc., 
and AA, on CreditWatch with negative implications, by Standard and Poor’s Ratings Services, a division of 
The McGraw-Hill Companies, Inc.  

 
No review of the business or affairs of the Certificate Insurer has been conducted in connection 

with the change in mode of the Original Certificates to the Certificates.  This Reoffering Memorandum does 
not contain any financial information about the Certificate Insurer and does not refer to any such 
information that may be available elsewhere, except information provided by the Certificate Insurer.  No 
assurance can be given by the City or the Authority as to the Certificate Insurer’s ability to pay claims under 
the Certificate Insurance Policy. See “THE CERTIFICATE INSURANCE POLICY” herein and 
APPENDIX F hereto for further information concerning the Certificate Insurer and the Certificate Insurance 
Policy, including instructions for obtaining certain financial information concerning the Certificates Insurer. 

 
Therefore, when making an investment decision on the Certificates a prospective Owner of 

Certificates should look principally to the Underlying Rating and ability of the City to pay principal and 
interest on the Certificates and not simply to the Certificate Insurer's ability to pay claims under the 
Certificate Insurance Policy. 

 
Creditworthiness of the Certificate Insurer.  The long-term ratings on the Certificates are 

dependent, in part, on the claims paying ability or financial strength ratings, as applicable, of the Certificate 
Insurer. The Certificate Insurer's current claims paying ability or financial strength ratings are predicated 
upon a number of factors which could change over time and could result in continued downgrading of the 
ratings on the Certificates insured by the Certificate Insurer. Such further downgrades could adversely affect 
the market price for, and marketability of, the Certificates. The Certificate Insurer is not contractually bound 
to maintain its present claims paying ability or financial strength ratings in the future.  

 
In the event that the Certificate Insurer is unable to make payments of principal of and interest on the 

Certificates as such payments become due, the Certificates are payable solely from moneys received by the 
Trustee pursuant to the Trust Agreement. 

 
The Certificate Insurer's obligations under the Certificate Insurance Policy is a general obligation of 

the Certificate Insurer. Default by the Certificate Insurer may result in insufficient funds being available to 
pay the principal of and interest on the Certificates. In such event, the remedies available to the Trustee may 
be limited by, among other things, certain risks related to bankruptcy proceedings, and may also have been 
altered prior to a default by the Certificate Insurer, which has the right, acting with the Trustee, without 
Certificate Owner consent, to amend the applicable provisions of the Trust Agreement governing defaults 
and remedies and to direct the Trustee to direct certain remedies.  
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Certificate Insurer Rights and Remedies.  Both before and after the occurrence or nonoccurrence 

of a payment or other default by the City in respect of the Certificates, the Certificate Insurer may be 
entitled to exercise certain rights and remedies in a manner that could adversely affect the interests of the 
Owners of Certificates. 

 
While the Certificate Insurance Policy remains in effect, and so long as the Certificate Insurer is not 

in default with respect to its obligations thereunder, the Certificate Insurer will be entitled to consent to 
changes in documents, control the exercise of remedies by the Trustee and exercise certain other rights in 
lieu of the exercise of the same or similar rights by the Owners of the Certificates.  

 
Under certain circumstances, the interests of the Certificate Insurer and the interests of the Owners 

of the Certificates may not be aligned with respect to the exercise of these rights and remedies. 
Consequently, such rights of the Certificate Insurer and the manner in which they are exercised could 
adversely affect the interests of the Owners of the Certificates. In the event that the Certificate Insurer is 
required to pay principal of or interest with respect to the Certificates, no representation or assurance is 
given or can be made that such event will not adversely affect the market price for or marketability of the 
Certificates. 

 
GAS TAX REVENUES UNCERTAIN 

 
Recent Legislation 
 
On February 16, 2008, Governor Arnold Schwarzenegger signed legislation designed to trim 

expenses and delay a variety of payments in the FY2007-08 year as a first significant step toward 
addressing the State's projected $16 billion shortfall through the FY2008-09 year. Among the cash 
management solutions signed into law is a delay in five monthly Gas Tax Revenues disbursements for local 
streets and roads. 

 
The new law (ABX3 7) delays payment of approximately $500 million of payments of Gas Tax 

Revenues (also called the Gasoline Excise Tax or the Highway Users Tax allocated among local 
governments and state transportation funds pursuant to California Streets & Highways Code §§2104-2108) 

payments to cities and counties, about $100 million per month over five months beginning in April 2008. 
The funds will be repaid in full without interest in September 2008.  

 
The authority for such a delay in the payment of gas tax revenues is found in Section 6 Article XIX 

of the California Constitution, which permits borrowing of these funds under certain conditions but requires 
repayment either within 30 days of the adoption of the budget bill for the subsequent fiscal year or - under 
specific conditions - within three years. 

 
The City estimates that the five month delay in Gas Tax Revenues allocations will impact the loss 

of interest income and budgetary adjustments. The allocations made pursuant to Streets and Highways Code 
Sections 2105, 2106, and 2107 are normally made monthly. Consequently the monthly amounts will be 
about one fifth of the amount shown. Allocations made pursuant to Streets and Highways Code Section 
2107.5 are usually made once per year in July or August. The new law delaying the Highway User Tax 
payments stipulates that the entire amount deferred will be repaid in September 2008. 
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Subject to Fluctuation 
 
The City has no control over the amount of Gas Tax Revenues to be received since it is based upon 

consumption of gasoline statewide and it has no ability to increase the tax rate. Also, the City has no control 
over any revision in the tax rate or collection procedures set by the State. The collection of taxes imposed 
on the purchase of motor vehicle fuels is necessarily subject to fluctuations in spending which is affected 
by, among other things, general economic cycles. Gas Tax Revenues may increase along with the increasing 
fuel prices brought about by inflation, but collections also are vulnerable to adverse economic conditions 
and reduced spending and may decrease as a result. Consequently, the rate of collection of taxes imposed on 
the purchase of motor vehicle fuels and, particularly Gas Tax Revenues, may be expected to correspond 
generally to economic cycles, patterns of usage of automobiles and truck transport, alternative 
transportation and energy sources as may be developed, and changes in population and density, among other 
factors. The City has no control over general economic cycles, alternative energy sources or changes in 
usage over time, and is unable to predict what economic factors, demands, changes in use or cycles of 
collection will occur while the Certificates remain outstanding. 

 
GEOLOGIC, TOPOGRAPHIC AND CLIMATE CONDITIONS 
 

The value of the Leased Property, along with all other capital improvements of the City, can be 
adversely affected by a variety of natural events and conditions. These include, without limitations: 
 

• geologic conditions such as seismic activity and earthquakes; 
• topographic conditions such as earth movements, subsidence, avalanches and floods; and 
• climatic conditions such as droughts. 

 
The City, like much of California, is subject to storms, floods, earth movements and seismic 

activity that could negatively affect the value of the Leased Property, as well as other assets of the City. The 
possibility of the occurrence of some of these conditions and events has not been taken into account in the 
design of the Leased Property and has not been taken into account in the designs of other public 
improvements which may be acquired or constructed by the City or other public agencies. The City expects 
that one or more of these conditions will occur from time to time, and, even if design criteria have been 
implemented to mitigate certain geologic events, such conditions may nevertheless result in damage to the 
Leased Property. 
 
HAZARDOUS SUBSTANCES 
 

In general, the City as the owners and operators of the Leased Property may be required by law to 
remedy conditions of the Leased Property relating to released or threatened releases of hazardous 
substances. The federal Comprehensive Environmental Response, Compensation and Liability Act of 1980, 
sometimes referred to as “CERCLA” 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 of a property is obligated to remedy a hazardous 

substance condition 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 Leased Property be affected by a hazardous 
substance, is to reduce the marketability and value of the parcel by the costs of remedying the condition, 
and therefore could impair the City’s ability to make Lease Payments. 
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The City is not aware that the Leased Property has such a current liability.  However, it is possible 

that such liabilities do currently exist and that the City is not aware of them. Further, it is possible that 
liabilities may arise in the future with respect to the Leased Property resulting from the current existence on 
the parcel of a substance presently classified as hazardous but which has not been released or the release of 
which is not presently threatened, or may arise in the future resulting from the existence on the parcel of a 
substance not presently classified as hazardous but which may in the future be so classified.  Further, such 
liabilities may arise not simply from the existence of a hazardous substance but from the method of 
handling it.  All of these possibilities could significantly affect the value of the Leased Property. 
 
ENVIRONMENTAL REGULATION 

 
The City is subject to the environmental regulations of the State and the United States in the 

operation of its water, wastewater solid and air emission waste activities. These laws and regulations are 
subject to change, and the City may be required to expend substantial funds to meet the requirements of 
such regulatory authorities. Failure to comply with these laws and regulations may result in the imposition 
of administrative, civil and criminal penalties, which, if material, could impair the City’s ability to make 
Lease Payments. 

 
SUBSTITUTION OR RELEASE OF PROPERTY 

 
The Lease Agreement provides that upon the satisfaction of the other conditions specified therein, 

the City may substitute other public facilities or real property for all or any portion of the Leased Property. 
No substitution for all or any portion of the Leased Property will be permitted under the Lease Agreement 
unless a certified real estate appraiser selected by the City certifies that the substituted real property (i) has a 
fair market rental value greater than or equal to the fair market rental value of the property to be released so 
that the Lease Payments secured by the Leased Property to be released being payable by the City pursuant 
to the Lease Agreement will not be reduced and (ii) has an equivalent or greater useful life as the Leased 
Property to be released and that the useful life of the substituted Leased Property exceeds the remaining 
term of the Lease Payments.  

 
In addition, the Lease Agreement provides that upon the satisfaction of certain conditions specified 

therein, the City may release a portion of the Leased Property from the Site Lease and the Lease Agreement. 
Such replacement or release could have an adverse impact on the security for the Certificates, particularly if 
an event requiring abatement of Lease Payments were to occur subsequent to such substitution. 
 
CALIFORNIA ECONOMY 
 

Like all California cities, the City receives a significant portion of its funding from appropriations 
by the State of California. As a result of the ongoing State budget crisis, the decreases in the revenues 
presently being experienced by the State could affect appropriations made by the State to the City and other 
municipalities within California. The continued deterioration of California’s economy could result in 
declining appropriations to the City to such an extent that the City may not have sufficient funds available 
to make its regularly scheduled payments of principle and interest on the Certificates.  
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LOSS OF TAX EXEMPTION 
 

As discussed under the heading “TAX MATTERS,” the interest represented by the Certificates 
could become includable in gross income for purposes of federal income taxation retroactive to the date of 
delivery of the Certificates, as a result of acts or omissions of the City in violation of its representations or 
covenants in the Trust Agreement, the Lease Agreement or other Principal Legal Documents. Should such 
an event of taxability occur, the Certificates would not be subject to a special prepayment and would remain 
Outstanding until maturity or until prepaid under the prepayment provisions contained in the Trust 
Agreement. See “PREPAYMENT PROVISIONS” herein. 
 
PROPOSED TAX LEGISLATION 
 

Wide variations of bills are being proposed in Congress and at the State level to change the Internal 
Revenue Code’s treatment of taxing personal, corporate and other income which may reduce tax exempt 
benefits available to such taxpayers from their purchase of municipal debt obligations. The City cannot and 
does not know the effect of the many possible financial effects on such parties that could result from 
enactment of any such bills or other regulatory actions proposing to change the Internal Revenue Code. 
Potential Owners should consult with their investment advisors in evaluating the impact of such potential 
changes. 
 
INSURANCE 
 

The City is obligated to obtain and keep in force various forms of insurance or, subject to the Lease 
Agreement, self insurance, subject to deductibles, for repair or replacement of the Leased Property in the 
event of damage or destruction of the Leased Property. The City makes no representation to the ability of 
any insurer to fulfill its obligations under any insurance policy and no assurance can be given as to the 
adequacy of such insurance to fund necessary repair or replacement of the Leased Property.  
 
DTC-BENEFICIAL OWNERS 
 

Beneficial Owners of the Certificates may experience some delay in the receipt of distributions of 
principal and interest represented by the Certificates since such distributions will be forwarded by the 
Trustee to DTC and DTC will credit such distributions to the accounts of the Participants which will there 
after credit them to the accounts of the Beneficial Owner either directly or indirectly through indirect 
Participants. Neither the City nor the Trustee will have any responsibility or obligation to assure that any 
such notice or payment is forwarded by DTC to any Participants or by any Participant to any Beneficial 
Owner. In addition, since transactions regarding the Certificates can be effected only through DTC 
Participants, indirect participants and certain banks, the ability of a Beneficial Owner to pledge the 
Certificates to persons or entities that do not participate in the DTC system, or otherwise to take actions 
with respect to such Certificates, may be limited due to lack of a physical certificate. Beneficial owners will 
be permitted to exercise the rights of registered Owners only indirectly through DTC and the Participants. 
See “THE CERTIFICATES – Book-Entry Only System,” herein. 
 
LIMITATIONS OF REMEDIES 

 
In addition to the limitations on remedies contained on the Lease Agreement, the enforceability of 

the rights and remedies of the owners of the Certificates and the obligations of the City may become 
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subject to the following: the federal bankruptcy code and applicable bankruptcy, insolvency, 
reorganization, moratorium, or similar laws relating to or affecting the enforcement of creditors’ rights 
generally, now or hereafter in effect; usual equitable principles which may limit the specific enforcement 
under state law of certain remedies: the exercise by the United States of America of the powers delegated 
to it by the federal Constitution; and the reasonable and necessary exercise, in certain exceptional 
situations of the police power inherent in the sovereignty of the State of California and its governmental 
bodies in the interest of servicing a significant and legitimate public purpose. Bankruptcy proceedings, or 
the exercise of powers by the federal or state government, if initiated, could subject the owners of the 
Certificates to judicial discretion and interpretation of their rights in bankruptcy or otherwise and 
consequently may entail risks of delay, limitation, or modification of their rights. In the event of a 
bankruptcy of the City, any provision of the Lease Agreement which makes the bankruptcy of the City an 
event of default may be invalidated and the enforceability of the pledge pursuant to the Lease Agreement is 
limited in accordance with the provisions of Chapter 9 of the United States Bankruptcy Code. 
 
PREPAYMENT PROVISION 
 

The Certificates are subject to extraordinary prepayment (see “PREPAYMENT PROVISIONS” 
herein) under certain circumstances. 

 
UNCONVENTIONAL MORTGAGE STRUCTURES 

 
From 2002 through the first half of 2006, the California housing market experienced significant 

price appreciation with accelerating demand. One factor contributing to the recent housing boom in 
California was the use of unconventional mortgage structures, such as a cross between a fixed and 
adjustable rate mortgage, having a low initial (or “teaser”) fixed interest rate for several years that converts 
to an adjustable interest rate determined by an index plus a fixed margin, and interest-only mortgages, 
where the borrower pays only interest for a set period of time and then pays down the principal plus interest. 
Homeowners who financed the purchase of their homes with such mortgages can expect their monthly 
mortgage payments to increase after the initial period.  

 
As the initial low-interest or interest-only periods related to such unconventional mortgage have 

expired, some homeowners have not been able to maintain payments on their existing loans or to obtain 
refinancing loans for their homes. Foreclosure proceedings in California have also increased dramatically in 
2007 and 2008. Recently there has been a general softening of the California housing market, as evidenced 
by a decrease in home sale prices, increasing inventory of new homes, slowing demand, and the tightening 
of credit by lenders. The City has not undertaken to assess the financial condition of the current owners of 
the residential properties within the City and expresses no view concerning these matters. The City cannot 
predict and expresses no view whether or how such factors may affect the City’s finances and the potential 
impact on the City’s budget. 
 
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. Public statements by IRS 
officials indicate that the number of tax-exempt bond examinations (which would include securities such as 
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the Certificates) is expected to increase significantly under the TE/GE Division. There is no assurance that 
if an IRS examination of the Certificates was undertaken that it would not adversely affect the market value 
of the Certificates. Neither the Authority nor the City is currently the subject of any ongoing audit nor has 
either been notified by the IRS regarding the possibility of any such audit.  

 
RELIANCE ON STATE BUDGET 

 
The City’s General Fund revenues consist of payments collected by the State and passed-through to 

local governments or collected by the County and allocated to local governments by State law. There can be 
no assurance that current or future State budget difficulties will not adversely affect the City’s revenues or 
its ability to make payments on the Certificates.  

 
CHANGES IN LAW 

 
There can be no assurance that the electorate of the State will not at some future time adopt 

additional initiatives or that the Legislature will not enact legislation that will amend the laws or the 
Constitution of the State resulting in a reduction of the general fund revenues of the City and consequently, 
having an adverse effect on the security for the Certificates.  

 
LIQUIDITY RISK  

 
No assurance can be given that an active trading market for the Certificates will develop or, if one 

develops, that it will be maintained, in addition, further adverse developments affecting the Certificate 
Insurer or other bond insurers, or credit markets generally, could cause trading prices to decline in any 
market that develops for the Certificates, even if those developments do not affect the City’s financial 
condition or its ability to pay debt service on the Certificates. Consequently, should such further adverse 
developments arise in the future, Owners of Certificate who wish to sell their Certificates in the secondary 
market may not be able to do so on the terms or at the times they wish and consequently may lose a portion 
of their investment. 
 
OTHER RISKS 
 

The remedies available to the Owners of the Certificates upon an event of default under the Trust 
Agreement, or other documents described herein are in many respects dependent upon judicial actions 
which are often subject to discretion and delay. Under existing constitutional and statutory law and judicial 
decisions, the remedies set forth in the Trust Agreement and the various documents relating to the Leased 
Property may not be readily available or may be limited. The various legal opinions to be delivered 
concurrently with the delivery of the Certificates will be qualified as to the enforceability of the various 
legal instruments by limitations imposed by bankruptcy, reorganization, insolvency or other similar laws 
affecting the rights of creditors generally and by the application of equitable principles. 

 
 

THE AUTHORITY 
 

The City of Pacifica Financing Authority (the “Authority”) was created on October 14, 1996, by the 
City and the Redevelopment Agency of the City of Pacifica under a Joint Exercise of Powers Agreement, to 
assist the City and the Redevelopment Agency in financing capital improvement projects. The members of 



 
 

46 

the City Council serve as the governing board of the Authority. The Joint Exercise of Powers Agreement 
was entered into under the provisions of the Joint Powers Act. The Authority is a separate entity 
constituting a public instrumentality of the State of California, and is empowered to purchase personal and 
real property and to sell or lease such property, to contract for construction and improvement and to execute 
operating agreements regarding such property. No assets of the Authority have been pledged, or are 
available to pay the Certificates. The lien represented by the Lease Agreement on the Leased Property, as 
defined herein, does not create a legal or equitable pledge, charge, lien or encumbrance upon any of the 
Authority’s property or upon its income, receipts or revenue, except the Lease Payment, as defined herein. 

 
 

THE CITY 
 

GENERAL INFORMATION 
 
The City is located in San Mateo County (the “County”) on the California coast approximately 10 

miles south of the City of San Francisco. The estimated population of the City as of 2007 is approximately 
39,251. See “THE CITY” herein. The City is framed by the ridges of the Coast Range on the east and the 
Pacific Ocean on the west. The terrain is comprised of a combination of secluded valleys and open hillsides 
set against a coastline of long beaches and rugged headlands.  

 
The geographically distinct portions of Pacifica are linked by Highway 1 and Sharp Park 

Boulevard. Highway 1 is also the corridor between San Francisco and Half Moon Bay. Sharp Park 
Boulevard connects to Interstate 280 and also links the City with other portions of the San Francisco 
peninsula to the east. Due to the City’s close proximity to the Pacific Ocean, it enjoys a moderate climate 
with temperatures ranging from 50 to 70 degrees. See “APPENDIX C –  GENERAL INFORMATION 
REGARDING THE CITY OF PACIFICA AND SURROUNDING AREA” herein. 

 
MUNICIPAL GOVERNMENT 
 

The City was incorporated on November 22, 1957 under the general laws of the State of California. 
The City has a council-manager form of government. The legislative body selects a City Manager to 
administer the affairs of the City. Under this type of government, the City Council is the policymaking body 
and the City Manager is responsible for carrying out Council policy. The City provides the following 
services: public safety (police, fire and civil defense), highways and street, sanitation, health and social 
services, culture/recreation, public improvements, planning and zoning and general administrative services. 

 
THE CITY COUNSEL 

 
The City is governed by a five-member City Council (the “Council”), with each Council member of 

which serving overlapping terms of four years (each a “Council Member”). Each Council Member is 
elected from the City at large. Municipal (local) elections are held in November of even numbered years. 
The Council selects a Mayor annually, who serves as presiding officer during all City Council meetings and 
study sessions. Council duties include, among other things, appointing a City Manager, City Attorney and 
members of City Committees and Commissions, adopting a yearly budget, and establishing basic policy for 
the City. Current Council Members, together with their office and the date their term expires, are listed 
below: 
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                       Council Member Office Term Expires 
 

 James M. Vreeland Mayor 2010 
 Julie Lancelle Mayor Pro Tem 2010 
 Peter DeJarnatt Member 2008 
 Sue Digre Member 2010 
 Calvin Hinton Member 2008 
  
EMPLOYEE RETIREMENT PLANS 

 
The City of Pacifica has three defined benefit pension plans (Miscellaneous Plan, Safety Fire Plan 

and the Safety Police Plan, (the "Plans"). The Plans provide retirement and disability benefits, annual cost-
of-living adjustments, and death benefits to plan members and beneficiaries. 

 
The Plans are part of the Public Agency portion of the California Public Employees Retirement 

System (CalPERS), an agent multiple-employer plan administered by CalPERS, which acts as a common 
investment and administrative agent for participating public employers within the State of California. 

 
A menu of benefit provisions as well as other requirements are established by State statutes within 

the Public Employees' Retirement Law. The City selects optional benefit provisions from the benefit menu 
by contract with CalPERS and adopts those benefits through local ordinance. CalPERS issues a separate 
comprehensive annual financial report. Copies of the CalPERS annual financial report may be obtained 
from the CalPERS Executive Office - 400 P Street - Sacramento, CA 95814. 

 
Active plan members in the Miscellaneous Plan, the Safety Fire Plan and the Safety Police Plan are 

required to contribute 7%, 9% and 9%, respectively, of their annual covered salary. The City "picks up" the 
tax deferred contributions required of City employees on their behalf and for their account. The City is 
required to contribute the actuarially determined amounts necessary to fund the benefits for its members. 
The actuarial methods and assumptions used are those adopted by the CalPERS Board of Administration.  

 
The required employer contribution rates for fiscal 2005/06 are as follows: 14.944% for 

miscellaneous employees; 32.358% for fire employees and 37.843% for police employees. The contribution 
requirements of the plan members are established by State statute and the employer contribution rate is 
established and may be amended by CalPERS. 

 
For fiscal year 2006/07, the City's combined annual pension cost was $4,799,722, the City actually 

contributed $3,553,422 and members contributed $1,246,300. The required contribution for fiscal year 
2006/07 was determined as part of the June 30, 2004 actuarial valuation using the entry age normal actuarial 
cost method with the contributions determined as a percent of pay. The actuarial assumptions included (a) 
7.75% investment rate of return (net of administrative expenses); (b) projected salary increases of 3.25% to 
14.45% depending on age, service, and type of employment for the miscellaneous members (for Safety Fire 
Plan and Safety Police Plan, salary increases range from 3.25% to 13.15%).  

 
Both (a) and (b) include an inflation component of 3.0% and a payroll growth factor of 3.25% for 

all three groups, but do not include any post retirement benefit increases. The actuarial value of the Plan's 
assets was determined using a technique that smoothes the effect of short-term volatility in the market value 
of investments over three year period. The Plan's unfunded actuarial excess assets are being amortized as a 
level percentage of projected payrolls on a closed basis. The amortization period varies between the three 
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different plans of the City. For the fiscal year 2006/07, the average remaining amortization periods were 23 
years for Miscellaneous Plan, 15 years for Safety Fire Plan, and 17 years for Safety Police Plan. 

 
 

CITY FINANCES 
 
The following selected financial information provides a brief overview of the City’s finances. This 

financial information has been extracted from the City’s audited financial statements and, in some cases, 
from unaudited information provided by the City’s Finance Department. The most recent audited financial 
statements of the City with an unqualified auditor’s opinion of Moss, Levy & Hartzheim LLP, Beverly 
Hills, California (the “Auditor”) is attached hereto as Appendix A.  

 
Such audited financial statements have been included in this Reoffering Memorandum in reliance 

upon the report of the Auditor. The Auditor has not undertaken to update the audited financial statements of 
the City or its report or to take any action intended or likely to elicit information concerning the accuracy, 
completeness or fairness of the statements made in this Reoffering Memorandum.  

 
ACCOUNTING POLICIES AND FINANCIAL REPORTING 

 
The accounts of the City are organized on the basis of funds and account groups, each of which is 

considered a separate entity. The operations of each fund are accounted for with a separate set of self-
balancing accounts that comprise its assets, liabilities, fund equity, revenues, and expenditures or expenses, 
as appropriate. Government resources are allocated to and accounted for in individual funds based upon the 
purposes for which they are to be spent and the means by which the spending activities are controlled. The 
basis of accounting for all funds is more fully explained in the “Notes to Financial Statements” contained in 
Appendix A.  

 
The City Council employs, at the beginning of each fiscal year, an independent certified public 

accountant who, at such time or times as specified by the City Council, at least annually, and at such other 
times as he or she determines, examines the combined financial statements of the City in accordance with 
generally accepted auditing standards, including such tests of the accounting records and such other auditing 
procedures as such accountant considers necessary. As soon as practicable after the end of the fiscal year, a 
final audit and report is submitted by such accountant to the City Council and a copy of the financial 
statements as of the close of the fiscal year is published. The City’s Independent Auditor’s Report for fiscal 
year 2006-07 was prepared by Moss, Levy & Hartzheim LLP, Beverly Hills, California. 

 
GENERAL FUND FINANCIAL SUMMARY 

 
The Lease Agreement provides that the City will make Lease Payments in full from any source of 

legally available funds of the City. The following provides financial information taken primarily from the 
City’s audited financial statements for fiscal years 2004-05 through 2006-07. See “APPENDIX A – Audited 
Financial Statements for Fiscal Year 2006-2007” for the City’s audited financial statements for fiscal year 
2006-07.  

 
Set forth below are excerpts from the City’s general fund financial statements for fiscal years 2004-

05 through 2006-07, the three most recent fiscal years for which audited financial statements are available.  
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Table 2 
CITY OF PACIFICA 

(2008 CONVERSION OF 2006 AUCTION RATE CERTIFICATES) 
 
 

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BLANCES 
  
 

Audited
  2004-05

Audited 
  2005-06  

Audited
   2006-07

REVENUES   
   Taxes $12,354,599 $13,789,083  $14,626,847
   Licenses and Permits 368,211 310,587  417,566
   Fines and Forfeitures 144,315 138,662  217,699
   Use of Money and Property 162,540 170,743  219,362
   Intergovernmental Revenues 3,601,291 5,029,559  4,557,066
   Charges for Services 3,056,540 1,420,372  1,654,244
   Recreation 565,454  559,350
   Other Revenues 1,294,855 2,111,391  1,555,866
       Total Revenues $20,982,351 $23,535,851  $23,808,000

EXPENDITURES:  
 

   General Government 3,778,230 5,318,938  4,451,785
   Finance and Central Services 800,168 --  --
   Public Safety 12,004,766 13,028,511  14,395,175
   Community Development 1,086,803 941,097  974,113
   Public Works 716,586 1,331,978  1,539,624
   Parks, Beaches and Recreation 1,270,705 3,008,962  3,317,703
   Capital Outlay -- 652,740  182,277
   Debt Service (798,440) --  --
   Special Projects 1,644,889 --  --

        Total Expenditures $20,503,707 $24,282,226  $2,860,677
REVENUE OVER (UNDER) 
EXPENDITURES $478,644 ($746,375) 

 
($1,052,677)

OTHER FINANCING SOURCES (USES)   
   Transfers In 895,000 1,827,500  2,434,443
   Transfers Out (779,000) (1,680,765)  (1,60,000)

        Total Other Financing Sources (Uses) 116,000 146,735  744,443

NET CHANGE IN FUND BALANCES 594,644 (599,640) 
 

(308,234)

FUND BALANCE-BEGINNING (JULY 1) 5,689,242 6,554,787  5,998,951
PRIOR PERIOD ADJUSTMENT 270,901 43,804  (24,675)
FUND BALANCE-RESTATED (JULY 1) 5,960,143 6,598,591  5,974,276
FUND BALANCE-ENDING (JULY 1) $6,554,787 $5,998,951  $5,666,042
   

 
 

 

   
      Source: City of Pacifica Audited Financial Statements 
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BUDGETARY PROCESS 
 
Budgets are legally adopted and formal budgetary integration is employed as a management control 

device during the fiscal year for all governmental fund types. Reported budgeted amounts shown in the 
table below represent the original legally adopted budget as amended. The City Council may amend the 
budget only by a duly adopted minute resolution during a regular meeting, providing that sufficient moneys 
are available and that expenditures of proceeds of taxes will not be increased beyond the constitutional 
appropriation limit as imposed by Article XIIIB of the State Constitution. 

 
TAX RECEIPTS 

 
Taxes received by the City include property taxes, sales and use taxes, franchise taxes, utility users 

taxes and others. Of such taxes, property taxes (approximately 61% of the City’s 2006-07 tax revenues) 
sales and use taxes (approximately 8% of 2006-07 tax revenues), and franchise taxes (approximately 11% 
of 2006-07 tax revenues) constitute major sources of General Fund revenues. The City believes that none of 
the general taxes currently imposed by or for the benefit of the City are affected by Proposition 62 or 
Proposition 218. See “CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND 
APPROPRIATIONS – Proposition 62” and “– Proposition 218” herein. 

 
The following table sets forth tax revenues received by the City for fiscal years 2002-03 through 

2006-07 by source: 
 

Table 3 
CITY OF PACIFICA 

(2008 CONVERSION OF 2006 AUCTION RATE CERTIFICATES) 
 

MAJOR SOURCES OF GENERAL FUND REVENUES 

Source:  2002-03 2003-04 2004-05 2005-06 2006-07 

Property Taxes  $6,072,495  $5,987,200  $6,936,026 $8,126,936 $9,016,273 
Sales & Use Taxes  1,464,690  1,475,500  1,539,825 1,116,191 1,096,165 
Franchise Tax  1,253,779  1,340,000  1,421,984 1,458,418 1,539,123 
Other Taxes 2,153,848 2,450,560 2,404,124 2,954,388 3,204,164 
Total $10,944,812 $11,253,260 $12,301,959 $13,655,933 $14,855,725 
      

Source: The City’s Comprehensive Annual Reports 
 

PROPERTY TAXES 
 
Property taxes represent the largest source of General Fund revenue. It has also been the primary 

revenue source affected by voter initiatives and legislative actions. With approval of Proposition 13, 
property tax revenues were first curtailed over 20 years ago when they were reduced by two-thirds and 
thereafter limited to 2% annual increases or the CPI, whichever was less. More recently, certain property 
taxes have been shifted to schools by the State Legislature, a shift that resulted in a loss of revenue to the 
City of $10,044,955 between fiscal years 1999-00 through 2005-06. 
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Assessed Valuation. All property is assessed using full cash value as defined by Article XIIIA of 

the State Constitution. State law provides exemptions from ad valorem property taxation for certain classes 
of property such as churches, colleges, non-profit hospitals, and charitable institutions. See 
“CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND APPROPRIATIONS,” 
above. 

 
Future assessed valuation growth allowed under Article XIIIA (new construction, certain changes 

of ownership, 2% inflation) will be allocated on the basis of “situs” among the jurisdictions that serve the 
tax rate area within which the growth occurs. Local agencies and schools will share the growth of “base” 
revenues from the tax rate area. Each year’s growth allocation becomes part of each agency’s allocation in 
the following year. 

 
For assessment and collection purposes, property is classified as either “secured” or “unsecured” 

and is listed accordingly on separate parts of the assessment roll. The “secured roll” is that part of the 
assessment roll containing State-assessed property and real property having a tax lien which is sufficient, in 
the opinion of the assessor, to secure payment of the taxes. Unsecured property comprises all property not 
attached to land such as personal property or business property. Boats and airplanes are examples of 
unsecured property. 

 
Unsecured property is assessed on the unsecured roll.  The following table shows assessed 

valuations and tax levies for fiscal years 1998-99 through 2006-07. Because the City participates in San 
Mateo County’s Teeter Plan (see “County Tax Loss Reserve Account (‘Teeter Plan’)” below), the City 
receives one hundred percent of taxes levied. 

 
Table 4 

CITY OF PACIFICA 
(2008 CONVERSION OF 2006 AUCTION RATE CERTIFICATES) 

 
ASSESSED VALUE OF TAXABLE PROPERTY AND TOTAL CURRENT TAX LEVY 

 

 Fiscal   Total Before Total After 
 Year Local Secured Utility Unsecured Rdv Increment Rdv Increment 
 

 2003-04 $3,047,791,927 $0 $49,312,591 $3,097,104,518 $3,077,972,511 
 2004-05 3,283,822,849 0 40,824,129 3,324,646,978 3,304,145,364 
 2005-06 3,577,232,380 0 42,065,250 3,619,297,630 3,598,780,211 
 2006-07   3,909,172,006 0 42,215,781 3,951,387,787 3,924,546,899 
 2007-08 4,212,629,886 0 44,442,493 4,257,072,379 4,228,505,606 
 

 
Source: California Municipal Statistics, Inc. 

 
 
County Tax Loss Reserve Account (“Teeter Plan”). San Mateo County has elected to follow the 

procedures of Sections 4701 et seq. of the California Revenue and Taxation Code, known as the “Teeter 
Plan,” as to general taxes entered and collected on the secured tax roll. 
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Under the Teeter Plan, the County remits tax revenues to the respective taxing agencies, without 
regard to the amounts actually collected and without regard to any delinquencies. The County also remits to 
the City any supplemental property taxes collected above the original amounts levied as a result of resale or 
property improvements completed throughout the year. 

 
The County has established a special fund known as the Tax Loss Reserve Fund for the purpose of 

insuring the County against delinquencies. All collections as a result of delinquencies, including interest and 
penalties, are retained by the County and are used to restore the balance in such fund to its necessary 
balance, if required. The effect of the Teeter Plan is that the Tax Revenues will be remitted to the City by 
the County based on the amount of taxes actually levied, such that the City will receive 100% of the 
amounts due to it whether or not any tax payments are delinquent. The City has participated in the Teeter 
Plan since fiscal year 1993-94 and, although no assurance can be given, the City expects that the County 
will continue to follow, and that the City will continue to participate in, the Teeter Plan during the term of 
the Certificates. 

 
Largest Taxpayers.  The twenty largest assessed property owner taxpayers in the District for the 

fiscal year 2007-2008 are shown in Table 5 below. 
 

Table 5 
CITY OF PACIFICA 

(2008 CONVERSION OF 2006 AUCTION RATE CERTIFICATES) 
 

LARGEST 2007-08 LOCAL SECURED TAXPAYERS 
   2007-08 % of 
 Property Owner Primary Land Use Assessed Valuation Total (1) 

 

 1. FPA BAF Lands End Associates LP Apartments $  46,609,920 1.11% 
 2. PK III Fairmont SC LP Shopping Center 33,000,000 0.78 
 3. Linda Mar SC LP Shopping Center 30,244,425 0.72 
 4. Aimco Pacifica Park Apartments LLC  Apartments 19,200,000 0.46 
 5. Marymount Summit LLC Apartments 17,595,000 0.42 
 6. Olson 737 Pacifica 1 LLC Vacant 15,472,100 0.37 
 7. Aimco Horizons West Apartments LLC Apartments 15,080,556 0.36 
 8. Harry B. Lewis  Apartments 13,633,730 0.32 
 9. Bay Apartment Communities Inc.  Apartments 12,905,006 0.31 
 10. LBN Properties LP  Apartments 12,319,140 0.29 
 11. Aimco Esplanade Ave. Apartments LLC  Apartments 12,100,000 0.29 
 12. Millard W. Tong  Apartments 10,543,868 0.25 
 13. GRG/Pacific Ventures II Ltd.  Apartments 9,483,021 0.23 
 14. Marymount Gateway Apts. LLC  Apartments 8,712,787 0.21 
 15. Rockaway Beach Ltd. Vacant 7,650,000 0.18 
 16. MHC San Francisco RV Resort Mobilehome Park 6,762,590 0.16 
 17. Poolswat A. Chakkapark Hotel 6,552,692 0.16 
 18. Lighthouse Hotel LLC Hotel 5,348,710 0.13 
 19. Palmetto 1300 LLC Mobilehome Park 5,056,564 0.12 
 20. O’Brien Group at Pacific LP Vacant     5,030,000 0.12 
  Totals  $293,300,109 6.96% 

 
Source: California Municipal Statistics, Inc. 
 
 



 
 

53 

Parcels by Land Use.  The following Table 6 presents an analysis of the City’s secured assessed 
valuation by land use for fiscal year 2007-08.  

 
Table 6 

CITY OF PACIFICA 
(2008 CONVERSION OF 2006 AUCTION RATE CERTIFICATES) 

 
SECURED ASSESSED VALUATION AND PARCELS BY LAND USE 

 
 2007-08 % of No. of % of 
 Assessed Valuation(1) Total Parcels Total 
Non-Residential: 
  Rural/Undeveloped $  13,575,868 0.32% 45 0.36% 
  Commercial 160,053,451 3.80 196 1.55 
  Industrial 15,761,409 0.37 14 0.11 
  Recreational 1,841,275 0.04 6 0.05 
  Government/Social/Institutional     2,347,805 0.06 121 0.95 
    Subtotal Non-Residential $193,579,808 4.60% 382 3.01% 
 
Residential: 
  Single Family Residence $3,418,409,818 81.15% 10,846 85.58% 
  Condominium/Townhouse 124,929,439 2.97 327 2.58 
  Hotel/Motel 20,516,319 0.49 6 0.05 
  Mobile Home Park 11,819,154 0.28 7 0.06 
  2-4 Residential Units 111,793,831 2.65 239 1.89 
  5+ Residential Units/Apartments 260,050,704 6.17 105 0.83 
  Miscellaneous Residential           363,305   0.01        36   0.28 
    Subtotal Residential $3,947,882,570 93.72% 11,566 91.26% 
 
Vacant Parcels $71,167,508 1.69% 725 5.72% 
 
Total $4,212,629,886 100.00% 12,673 100.00% 
 

 
Source: California Municipal Statistics, Inc. 
(1)  Local Secured Assessed Valuation; excluding tax-exempt property. 
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The following Table 7 presents an analysis of the City’s Per Parcel Assessed Valuation of Single 
Family Homes for fiscal year 2007-08.  

 
Table 7 

CITY OF PACIFICA 
(2008 CONVERSION OF 2006 AUCTION RATE CERTIFICATES) 

 
PER PARCEL ASSESSED VALUATION OF SINGLE FAMILY HOMES 

 
 No. of 2007-08 Average Median 
 Parcels Assessed Valuation Assessed Valuation Assessed Valuation 
Single Family Residential 10,846 $3,418,409,818 $315,177 $271,730 
 
 2007-08 No. of % of Cumulative Total % of Cumulative 
 Assessed Valuation Parcels (1) Total % of Total Valuation Total % of Total 
 $0 - $24,999 2 0.018% 0.018% $            23,595 0.001% 0.001% 
 $25,000 - $49,999 147 1.355 1.374 6,561,991 0.192 0.193 
 $50,000 - $74,999 1,508 13.904 15.278 95,051,188 2.781 2.973 
 $75,000 - $99,999 847 7.809 23.087 72,697,309 2.127 5.100 
 $100,000 - $124,999 483 4.453 27.540 54,393,435 1.591 6.691 
 $125,000 - $149,999 405 3.734 31.274 55,709,029 1.630 8.321 
 $150,000 - $174,999 402 3.706 34.981 65,377,639 1.913 10.233 
 $175,000 - $199,999 397 3.660 38.641 74,621,929 2.183 12.416 
 $200,000 - $224,999 396 3.651 42.292 84,087,217 2.460 14.876 
 $225,000 - $249,999 407 3.753 46.045 96,703,010 2.829 17.705 
 $250,000 - $274,999 498 4.592 50.636 131,302,905 3.841 21.546 
 $275,000 - $299,999 530 4.887 55.523 152,080,351 4.449 25.995 
 $300,000 - $324,999 465 4.287 59.810 145,484,997 4.256 30.251 
 $325,000 - $349,999 405 3.734 63.544 136,491,676 3.993 34.244 
 $350,000 - $374,999 361 3.328 66.873 130,770,591 3.825 38.069 
 $375,000 - $399,999 292 2.692 69.565 113,059,697 3.307 41.376 
 $400,000 - $424,999 252 2.323 71.888 103,968,845 3.041 44.418 
 $425,000 - $449,999 241 2.222 74.110 105,695,032 3.092 47.510 
 $450,000 - $474,999 227 2.093 76.203 104,876,631 3.068 50.578 
 $475,000 - $499,999 285 2.628 78.831 138,901,983 4.063 54.641 
 $500,000 and greater   2,296   21.169 100.000 1,550,550,768   45.359 100.000 
 Total 10,846 100.000%  $3,418,409,818 100.000% 
 

 
Source: California Municipal Statistics, Inc. 
(1)  Improved single family residential parcels.  Excludes condominiums and parcels with multiple family units. 

 
 

SALES AND USE TAXES 
 
Sales and use taxes represent the second largest source of tax revenue to the City. A sales tax is 

imposed on retail sales or consumption of personal property. The tax rate is established by the State 
Legislature. Effective October 1, 2005, the aggregate tax rate in the State is 7.25%. An additional 1.0% is 
collected in San Mateo County for transportation purposes. The State collects and administers the tax, and 
makes distributions on taxes collected within the City as follows: 
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Table 8 
CITY OF PACIFICA 

(2008 CONVERSION OF 2006 AUCTION RATE CERTIFICATES) 
 

SALES TAX RATES 
 

State General Fund  6.00% 
Local Public Safety Fund  0.50 
San Mateo County Transit District  0.50 
County Transportation Fund  0.25 
City  1.00 
Total 8.25% 
 

 
 

Investment of City Funds 
 
The City invests its funds in accordance with the City’s Investment Policy. In accordance with 

Section 53600 et seq. of the California Government Code, idle cash management and investment 
transactions are the responsibility of the City Treasurer. The City’s Investment Policy sets forth the policies 
and procedures applicable to the investment of City funds, and designates eligible investments. The 
Investment Policy sets forth a stated objective, among others, of insuring the safety of invested funds by 
limiting credit and interest rate risks.  

 
Eligible investments are limited to Certificates of Deposit, Bankers Acceptances, U.S. Treasury 

Bills and Notes, Government Agency Securities, Mutual Funds, Repurchase Agreements, Commercial 
Paper, State of California Local Agency Investment Fund, San Mateo County Treasurer’s Pool, Passbook 
Savings Accounts and Interest Bearing Checking Accounts. Funds are invested in the following order of 
priority: (i)Safety of Principal, (ii) Liquidity, and (iii) Return of Investment. 

 
The Finance Director of the City is required to provide a quarterly report to the City Manager and 

the City Council showing the type of investment, date of maturity, amount invested, current market value, 
rate of interest, and other such information as may be required by the City Council. 

 
DIRECT AND OVERLAPPING BONDED DEBT 
 

The following statement of the City’s direct and overlapping bonded indebtedness, as of April 1, 
2008 was prepared by California Municipal Statistics, Inc., San Francisco, California (the “Debt Report”). 
The Debt Report is included for general information purposes only. The City has not reviewed the Debt 
Report for completeness or accuracy and makes no representation in connection therewith. 
 

The Debt Report generally includes long-term obligations sold in the public credit markets by 
public agencies whose boundaries overlap the boundaries of the City in whole or in part. Such long-term 
obligations generally are not payable from revenues of the City (except as indicated) nor are they 
necessarily obligations secured by land within the City. In many cases, long-term obligations issued by 
public agency are payable only from the general fund or other revenues of such public agency. 
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The contents of the Debt Report area as follows: (1) the first column indicates the public agencies 
which have outstanding debt as of the date of the debt report and whose territory overlaps the City in whole 
or in part: (2) the second column shows the percentage that the City’s assessed valuation represents of the 
total assessed valuation of each public agency identified in column 1; and (3) the third column is an 
apportionment of the dollar amount of each public agency’s outstanding debt to property in the City, as 
determined by multiplying the total outstanding debt of each agency by the percentage of the City’s 
assessed valuation represented in column 2. 

 
Table 9 

CITY OF PACIFICA 
(2008 CONVERSION OF 2006 AUCTION RATE CERTIFICATES) 

 
STATEMENT OF DIRECT AND OVERLAPPING BONDED DEBT 

 
 

2007-08 Assessed Valuation: $4,257,072,379 
Redevelopment Incremental Valuation:      28,566,773 
Adjusted Assessed Valuation: $4,228,505,606 
 
OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable Debt 7/1/08 
San Mateo Community College District 3.523% $22,921,342 
Jefferson Union High School District 32.459 23,959,611 
Jefferson School District 1.444 733,263 
Pacifica Union School District (Laguna Salada) 99.843 27,188,612 
  TOTAL OVERLAPPING TAX AND ASSESSMENT DEBT  $74,802,828 
 
DIRECT AND OVERLAPPING GENERAL FUND DEBT: 
San Mateo County General Fund Obligations 3.523% $13,374,535 
San Mateo County Board of Education Certificates of Participation 3.523 470,144 
San Mateo County Flood Control District Certificates of Participation 0.384 92,218 
City of Pacifica Certificates of Participation 100. 15,725,000 (1) 
  TOTAL DIRECT AND OVERLAPPING GENERAL FUND DEBT  $29,661,897 
 
  COMBINED TOTAL DEBT  $104,464,725 (2) 
 
(1) Excludes certificates of participation to be sold. 
(2) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax allocation bonds and 

non-bonded capital lease obligations. 
 
Ratios to 2007-08 Assessed Valuation: 
  Total Overlapping Tax and Assessment Debt..................1.76% 

 
Ratios to Adjusted Assessed Valuation: 

  COMBINED DIRECT DEBT  ($15,725,000) 0.37% 
  Combined Total Debt .......................................................2.47% 
 

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/08:  $0 
 
 

 
Source: California Municipal Statistics, Inc. 
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CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING 

 CITY REVENUES AND APPROPRIATIONS 
 
ARTICLE XIIIA 
 

On June 6, 1978, California voters approved Proposition 13, which added article XIIIA to the 
California Constitution (“Article XIIIA”), Article XIIIA of the State Constitution limits the amount of ad 
valorem taxes on real property to 1% of “full cash value” as determined by the county assessor. Article 
XIIIA defines “full cash value” to mean “the county assessor’s valuation of real property as shown on the 
fiscal year 1975-76 bill under ‘full cash value’ or thereafter, the appraised value of real property when 
purchased, newly constructed or a change in ownership has occurred after the 1975 assessment,” subject to 
exemptions in certain circumstances of property transfer or reconstruction. The “full cash value” is subject 
to annual adjustment to reflect increases, not to exceed 2% for any year, or decreases in the consumer price 
index or comparable local data, or to reflect reductions in property value caused by damage, destruction or 
other factors. 
 

Article XIIIA requires a vote of two-thirds of the qualified electorate of a city, county, special 
district or other public agency to impose special taxes, while totally precluding the imposition of any 
additional ad valorem, sales or special transaction tax on real property. Article XIIIA exempts from the 1% 
tax limitations any taxes above that level required to pay debt service (a) on any indebtedness approved by 
the voters prior to July 1, 1978, and (b) as a result of the amendment approved by California voters on June 
3, 1986, on any bonded indebtedness approved by two-thirds of the votes cast by the voters for the 
acquisition or improvement of real property on or after July 1, 1978. In addition, Article XIIIA requires the 
approval of two-thirds of all members of the State Legislature to change any State taxes for the purpose of 
increasing tax revenues. 
 
COURT CHALLENGES TO ARTICLE XIIIA  
 

The United States Supreme Court in 1989 struck down as a violation of equal protection certain 
property tax assessment practices in West Virginia which had resulted in vastly different assessments of 
similar properties. Since Article XIIIA proves that property may only be reassessed to reflect increasing 
value not to exceed 2% per year, except upon change of ownership or new construction, recent purchasers 
may pay substantially higher property taxes than long-time owners of comparable property in a community. 
The Supreme Court in West Virginia case expressly declined to comment in any way on the 
constitutionality of Article XIIIA. 
 

Three lawsuits challenging the assessment provisions of Article XIIIA were filed in California and 
dismissed by the Trial Courts. In December of 1990 the State Courts of Appeal upheld Article XIIIA in two 
of these three cases and the third appeal, upholding Proposition 13, was resolved in April of 1991. On 
February 28, 1991, the California Supreme Court declined to hear the further appeals of the two cases 
decided by the state Courts of Appeal. The United States Supreme Court accepted for review, Nordlinger v. 
Lynch, a suit which challenged Article XIIIA.  In June of 1992, the Supreme Court announced its decision 
upholding the Constitutionality of Proposition 13. The Supreme Court held that the acquisition value 
property tax system established by Proposition 13 does not violate the Constitution’s equal protection 
clause. 
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LEGISLATION IMPLEMENTING ARTICLE XIIA 
 

Legislation has been enacted and amended a number of times since 1978 to implement Article 
XIIA.  Under current law, local agencies are no longer permitted to levy directly any property tax (except to 
pay voter-approved indebtedness). The 1% property tax is automatically levied by the county and 
distributed according to a formula among taxing agencies. The formula apportions the tax roughly in 
proportion to the relative shares of taxes levied prior to 1979. 
 

That portion of annual property tax revenues generated by increase in assessed valuations within 
each tax rate area within a county, subject to redevelopment agency, if any, claims on tax increment and 
subject to change in organizations, if any, of affected jurisdictions, is allocated to each jurisdiction within 
the tax rate area in the same proportion that the total property tax revenue from the tax rate area for the prior 
year was allocated to such jurisdictions. Increases of assessed valuation resulting form reappraisals of 
property due to new construction, change in ownership or from the annual adjustment not to exceed 2% are 
allocated among the various jurisdictions in the “taxing area” based upon their respective “situs.”  Any such 
allocation made to a local Agency continues as part of its allocation in future years. 
 

Beginning in fiscal year 1981-82, assessors in California no longer record property values on tax 
rolls at the assessed value of 25% of market value which was expressed as $4 per $100 of assessed value. 
All taxable property is now shown at 100% of assessed value on the tax rolls. Consequently, the tax rate is 
expressed as $1 per $100 of taxable value (unless noted differently) and all tax rates reflect the $1 per $100 
of taxable value. 
 
PROPOSITION 62 
 

An initiative (“Proposition 62”) was adopted by the voters at the December 4, 1986, general 
election which (a) requires that any new or higher taxes for general governmental purposes imposed by 
local governmental entities such as the City be approved by a two-thirds vote of the governmental entity’s 
legislative body and by a majority vote of the governmental entity voting in an election on the tax, (b) 
requires that any special tax (defined as taxes levied for other than general governmental purposes) imposed 
by a local governmental entity be approved by a two-thirds vote of the voters of the governmental entity 
voting in an election on the tax, (c) restricts the use of revenues from a special tax to the purposes or the 
service for which the special tax was imposed, (d) prohibits the imposition of ad valorem taxes on real 
property by local governmental entities except as permitted by Article XIIIA, (e) prohibits the imposition of 
transaction taxes and sales taxes on the sale of real property by local governmental entities, and (f) requires 
that any tax imposed by a local governmental entity on or after August 1, 1985, be ratified by a majority 
vote of the voters voting in an election on the tax within two years of the addition of the initiative or be 
terminated by December 15, 1988. 
 

California Appellate Court cases have been overturned the provisions of Proposition 62 pertaining 
to the imposition of taxes for general government purposes. However, the California Supreme Court upheld 
Proposition 62 in its decision on August 28, 1995, in Santa Clara County Transportation Authority v. 
Guardino.  This decision reaffirmed the constitutionality of Proposition 62. Certain matters regarding 
Proposition 62 were not addressed in the Supreme Court’s decision, such as what remedies exist for 
taxpayers subject to the tax not in compliance with Proposition 62, and whether the decision applies to 
charter cities.  
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ARTICLE XIIIB 
 

In a special election on December 6, 1979, the voters approved Proposition 4, which added Article 
XIIIB to the California Constitution. Article XIIIB became effective July 1, 1979, and provided that state 
and local government appropriations from certain revenue sources each year could not exceed the 
appropriations limit related to such revenue beginning in fiscal year  1978-79, with annual adjustments for 
changes in the cost of living and the change in population. Any surplus revenues were required to be 
returned to the taxpayers. The measure also provided for emergency situations, revisions of the 
appropriations limit by a vote of the electorate, nonimpairment of bonds, reorganizations of governmental 
entities, and other miscellaneous provisions. Article XIIIB has been subsequently modified details of which 
are described below. 
 
AMENDMENTS TO ARTICLE XIIIB 
 

Article XIIIB of the State Constitution, as subsequently amended by Proposition 98 and 111, 
respectively, limits the annual appropriations of the State and of any city, county, school district, authority 
or other political subdivision of the State to the level of appropriations of the particular governmental entity 
for the prior fiscal year, as adjusted for changes in the cost of living and in population, and for transfers in 
the financial responsibility for providing services and for certain declared emergencies. 
 

As amended through voter approval of Proposition 111 in June 1990, for fiscal years beginning on 
or after July 1, 1990, the appropriations limit of each school or community college district shall be the 
appropriations limit for the fiscal year 1986-87 adjust annually for changes made from that fiscal year in the 
cost of living and in population, and adjusted, where applicable, for transfer of financial responsibility of 
providing services to or from another unit of government. The change in cost of living is, at such entity’s 
option, either (a) the percentage change in California per capita personal income, or (b) the percentage 
change in the local assessment roll for the jurisdiction due to the addition of nonresidential new 
construction. The change in population is blended average of overall state and population growth and the 
change in school attendance at local school and community college district. 
 

Appropriations subject to Article XIIIB include generally any authorization to expend during the 
fiscal year the proceeds of taxes levied by the State or other entity of local government, exclusive of certain 
State subventions, refunds or taxes, benefit payments from retirement, unemployment insurance and 
disability insurance funds. “Proceeds of taxes” include, but are not limited to, all tax revenues and the 
proceeds to any entity of government from (a) regulatory licenses, user charges, and user fees to the extent 
such proceeds exceed the cost of providing the service or regulation, (b) in investment of tax revenues and 
(c) certain State subventions received by local governments. 
 

Appropriations subject to limitation pursuant to Article XIIIB do not include debt service on 
indebtedness existing or legally authorized as of January 1, 1979, on bonded indebtedness thereafter 
approved according to law by a vote of the electors of the issuing entity voting in an election for such 
purpose, appropriations required to comply with mandates of courts or the federal government, 
appropriations for qualified capital outlay projects, and appropriations by the State of revenues derived from 
any increase in gasoline taxes and motor vehicle weight fees above January 1, 1990 levels. State legislation 
implementing Proposition 111 provides for the exclusion from the appropriations subject to limitation “an 
appropriation for a fixed asset (including land and construction) with a useful life of 10 or more years and a 
value which equals or exceeds one hundred thousand dollars.” 
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Article XIIIB permits any government entity to change the appropriations limit by vote of the 

electorate in conformity with statutory and constitutional voting requirements, but any such voter-approved 
change can only be effective for a maximum of four (4) years. 
 

Article XIIIB includes a requirement that all revenues received by an entity of government other 
than the State in a fiscal year and in the fiscal year immediately following it in excess of the amount 
permitted to be approved during that fiscal year and the fiscal year immediately following it shall be 
returned by a revision of tax rates or fee schedules within the next two subsequent fiscal years. 
 
ARTICLE XIIIC AND ARTICLE XIIID 
 

On November 5, 1996, the voters of the State of California approved Proposition 218, popularly 
known as the “right to vote on Taxes Act.” Proposition 218 added to the California Constitution Articles 
XIIIC and XIIID, which contain a number of provisions affecting the ability of local agencies, including 
school districts, to levy and collect both existing and future taxes, assessments, fees and charges. 
 

According to the “Title and Summary” of Proposition 218 prepared by the California Attorney 
General, Proposition 218 limits “the authority of local governments to impose taxes and property-related 
assessments, fees and charges.” Among other things, Article XIIIC established that every tax is either a 
“general tax” (imposed for general governmental purposes) or a “special tax” (imposed for specific 
purposes), prohibits special purpose government agencies such a as school districts form levying general 
taxes, and prohibits any local agency from imposing, extending or increasing any special tax beyond its 
maximum authorized rate without a two-thirds vote; and also provides that the initiative power will not be 
limited in matters of reducing or repealing local taxes, assessments, fees and charges.  

 
Article XIIIC further provides that no tax may be assessed on property other than ad valorem 

property taxes imposed in accordance with Articles XII and XIIA of the California Constitution and special 
taxes approved by a two-thirds vote under Article XIIIA, Section 4. Article XIIID deals with assessments 
and property-related fees and charges, and explicitly provides that nothing in Article XIIIC or XIIID will be 
construed to affect existing laws relating to the imposition of fees or charges as a condition of property 
development. 

 
The City has not historically been funded through the imposition of special taxes of general taxes 

not already subject to 2/3 voter approval. Proposition 218 could restrict the City’s ability to raise future 
revenues and could subject existing sources of revenue to reduction or repeal. 

 
UNITARY PROPERTY 
 

Some amount of property tax revenue of the City is derived from utility property which is 
considered part of a utility system with components located in many taxing jurisdictions (“unitary 
property”).  Under the State Constitution, such property is assessed by the State Board of Equalization 
(“SBE”) as part of a “going concern” rather than as individual pieces of real or personal property.  State-
assessed unitary and certain other property is allocated to the counties by SBE taxed at special county-wide 
rates, and the tax revenues distributed to taxing jurisdictions according to statutory formulae generally based 
on the distribution of taxes on the prior year. 
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Until fiscal year 2000-01, SBE assessment of investor-owned gas and electric companies 

incumbent local exchange companies, AT&T Corp., and AT&T Communications of California, inc., will be 
subject to a court-approved agreement dated May 1, 1992 (the “Settlement Agreement”), among those 
companies, the SBE and all California Counties, the Settlement Agreement arose from litigation against 
SBE in which the court held that the SBE’s valuation approaches had overvalued AT&T’s unitary property, 
and ordered AT&T’s statewide assessed value to be reduced from approximately $1.75 billion to 
approximately $1.1 billion, the Settlement Agreement provides that its valuation method is not intended to 
be precedent for calculation fair market value of unitary property in years following its expiration. 

 
While the settlement Agreement had been in effect, the California electric utility industry has been 

undergoing significant changes in its structure and in the way in which components of the industry are 
regulated and owned.  Sale of electric generation assets to largely unregulated, non-utility companies may 
affect how those assets are assessed, and which local agencies are to receive the property tax revenues, or 
whether legislation maybe proposed or adapted in response to industry restructuring, or whether any future 
litigation may affect the State’s methods of assessing utility property and the allocation of assessed value to 
local taxing agencies, including the City. The City is unable to predict the impact of these changes on its 
utility property tax revenues, or whether legislation may be proposed or adopted in response to industry 
restructuring, or whether any future litigation may affect ownership of utility assets or the State’s methods 
of assessing utility property and the allocation of assessed value to local taxing agencies, including the City.  
 
PROPOSITION 1A 
 

On November 2, 2004, California voters approved Proposition 1A, which amends the State 
Constitution to significantly reduce the State’s authority over local government revenue sources. Under 
Proposition 1A, the State could not reduce (i) local sales tax rates or alter the method of allocation, (ii) shift 
property taxes from local government to schools or community college districts, (iii) make changes in how 
property tax revenues are shared among local governments without two-thirds approval of both houses of 
the State legislature, and (iv) decrease Vehicle License Fees revenue without providing local governments 
with equal replacement funding. Beginning in 2008-09, the State may shift to schools and community 
college districts a limited amount of local government property tax revenue if (i) that the governor 
proclaims that the shift is needed due to a severe financial hardship of the State, (ii) the State Legislature 
approves the shift with a two-thirds vote of both houses, and (iii) certain other conditions are met. Under 
such a shift, the State must repay local governments for their property tax losses, with interest, within three 
years. Proposition 1A does allow the State to approve voluntary exchanges of local sales tax and property 
tax revenues among local governments within a county. Proposition 1A amends the State Constitution to 
require the State to suspend certain State laws creating mandates in any year that the State does not fully 
reimburse local governments for their costs to comply with the mandates. 
 
FUTURE INITIATIVES 
 

Article XIIIA, Article XIIIB, and Propositions 1A, 1D, 37, 62, 111, and 218, were each adopted as 
measures that qualified for the ballot pursuant to California’s initiative process. From time to time other 
initiative measures could be adopted, further affecting City revenues or the City’s ability to expend 
revenues. The nature and impact of these measures cannot be anticipated by the City. 
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APPROVAL OF LEGAL PROCEEDINGS 

 
Delivery of the Certificates is subject to receipt of an opinion of Greenberg Traurig, LLP, Santa 

Monica, California, acting as Special Counsel, as to the legality and enforceability of the Lease Agreement 
and the Trust Agreement. A copy of such legal opinion will be delivered with each Certificate. Certain 
matters will be passed upon for the City and the Authority by its counsel and for the City by its Disclosure 
Counsel, The Weist Law Firm, A Professional Law Corporation, Scotts Valley, California. 

 
Special Counsel’s opinions are based on existing law, which is subject to change. Such opinions are 

further based on factual representations made to Special Counsel as of the date thereof. Special Counsel 
assumes no duty to update or supplement its opinions to reflect any changes in law that may thereafter occur 
or become effective. Moreover, Special Counsel’s opinions are not a guarantee of a particular result, and are 
not binding on the IRS or the courts; rather, such opinions represent Special Counsel’s professional 
judgment based on its review of existing law, and in reliance on the representations and covenants that it 
deems relevant to such opinions.  

 
 

ABSENCE OF MATERIAL LITIGATION 
 

At the time of delivery of and payment for the Certificates, the City and the Authority will certify 
that there is no action, suit, litigation, inquiry or investigation before or by any court, governmental agency, 
public board or body served, or to the best knowledge of the City or the Authority threatened, against the 
City or the Authority or the titles of their officers to their respective offices or seeking to prohibit, restrain 
or enjoin the sale, execution or delivery of the Certificates or the payment of Lease Payments or 
challenging, directly or indirectly, the validity or enforceability of the proceedings to lease the Property 
back from the Authority, the Trust Agreement, the Lease, the Assignment Agreement, the Agency 
Agreement or the Site Lease. 

 
Except as otherwise described above, to the best of the knowledge of the City, there is no action, 

suit, proceeding or investigation at law or in equity before or by any court or governmental agency or body 
pending or threatened against the City too restrain or enjoin the authorization, execution or delivery of the 
Certificates, or the pledge of the Lease Payments or the collection of payments to be made pursuant to the 
Trust Agreement, or the ownership and operations of the Leased Property, or in any way contesting or 
affecting validity of the Certificates, the Trust Agreement, the Lease Agreement or the agreement for the 
sale of the Certificates or in any way contesting the transactions described in this Reoffering Memorandum. 
 

 
ENFORCEABILITY OF REMEDIES 

 
The remedies available to the Trustee or the Owners of the Certificates upon an Event of Default 

under the Lease Agreement are in many respects dependent upon judicial actions which are often subject to 
discretion and delay, and such remedies may not be readily available or may be limited. For example, 
acceleration is not available in such instance. 
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TAX MATTERS 
 

In the opinion of Greenberg Traurig, LLP, Santa Monica, California, Special Counsel, subject, 
however, to certain qualifications described herein, under existing law, and assuming compliance after the 
date of initial delivery of the Certificates with certain covenants set forth in the documents and instruments 
pertaining to the Certificates and requirements of the Internal Revenue Code of 1986, as amended (the 
“Code”), as described herein, the portion of Lease Payments designated as and comprising interest and 
received by the owners of the Certificates is excluded from gross income for federal income tax purposes 
and is not an item of tax preference for purposes of calculating the federal alternative minimum tax imposed 
on individuals and corporations; although, for the purpose of computing the alternative minimum tax 
imposed on certain corporations (as defined for federal income tax purposes), such interest is taken into 
account in determining certain income and earnings. In the further opinion of Special Counsel, the portion 
of the Lease Payments designated as and comprising interest and received by the Owners of the Certificates 
is exempt from personal income taxes imposed by the State of California. 

 
The opinions set forth in the preceding paragraph are subject to the condition that the City comply 

with all requirements of the Code that must be satisfied subsequent to the delivery of the Lease Agreement 
in order that such interest be, or continue to be, excluded from gross income for federal income tax 
purposes. The City 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 delivery of the Lease Agreement. 
 

Owners of the Certificates should also be aware that the ownership or disposition of, or the accrual 
or receipt of interest with respect to, the Certificates may have federal or state tax consequences other than 
as described above. Special Counsel expresses no opinion regarding any federal or state tax consequences 
arising with respect to the Lease Agreement and the Certificates other than as expressly described above. 
Furthermore, Special Counsel expresses no opinion with respect to the federal income tax consequences of 
any payments received with respect to the Certificates following termination of the Lease Agreement as the 
result of non-appropriation of funds or the occurrence of an event of default thereunder. The proposed form 
of the opinion of Special Counsel is attached as APPENDIX D. 

 
 

FINANCIAL REPORT 
 

The City’s financial statements for the Fiscal Year ended June 30, 2007 were prepared by Moss, 
Levy & Hartzheim LLP, Beverly Hills, California, and excerpts from such report are contained in 
APPENDIX A hereto. The financial report should be read in its entirety. At the time of the execution and 
delivery of the Certificates, the City will certify that there has been no material adverse change in the City’s 
financial position since June 30, 2007. The information set forth herein does not purport to be a summary of 
the City’s financial report. 

 
 

FINANCIAL GUARANTY INDUSTRY – RECENT EVENTS 
 
Fitch, Moody’s and Standard and Poor’s (collectively referred to herein as the “Rating Agencies”) 

have each released statements on the health of the financial guaranty industry that cite financial guarantors’ 
exposure to subprime mortgage risk as an area of stress for the financial guaranty industry.  In various 
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releases, the Ratings Agencies have each outlined the processes that they intend to follow in evaluating the 
effect of this risk on their respective ratings of financial guarantors.   

 
For some financial guarantors the result of such evaluations has been or could be a rating 

affirmation, a change in rating outlook, a review for downgrade, or a downgrade.  The Certificate Insurer 
has been recently downgraded by the Rating Agencies. Potential investors are directed to the Rating 
Agencies for additional information on their respective evaluations of the financial guaranty industry and 
individual financial guarantors, particularly with regard to the Certificate Insurer. See “RISK FACTORS – 
The Certificate Insurer and the Certificate Insurance Policy” herein. 
 
 

RATINGS 
 

Standard & Poor’s Rating Group is expected to assign the Certificates ratings of “AA,” on the basis 
of the Certificate Insurance. S&P has assigned an underlying rating of “A” to the Certificates, without 
regard to the Policy.  

 
The ratings reflect only the views of the rating agencies, and any explanation of the significance of 

such ratings should be obtained from the rating agencies at the following addresses: Moody’s Investors 
Service, 99 Church Street, New York, New York 10007 and Standard & Poor’s, a Division of McGraw-Hill 
Companies, 55 Water Street, 45th Floor, New York, NY 10041. Generally, rating agencies base their 
ratings on such information and, materials and on investigations, studies and assumptions made by the 
rating agencies themselves. See “RISK FACTORS – The Certificate Insurer and the Certificate Insurance 
Policy” herein. 

 
The City has no obligation to maintain the current ratings on the Certificates or any of their other 

outstanding debt, and there is no assurance that ratings will continue for any given period of time or that 
they will not be revised further downward or withdrawn entirely if, in the judgment of the rating agency, 
circumstances so warrant.  Any such further downward revision or withdrawal could have an adverse effect 
on the market price of the Certificates.   

 
The City, the Authority, the Trustee and the Underwriter have undertaken no responsibility either to 

bring to the attention of the Owners of the Certificates any proposed change or withdrawal of the ratings or 
to oppose any such proposed revision or withdrawal. The Owners of the Certificates assume the risk that the 
Certificate Insurer may not maintain its current rating.  See “FINANCIAL GUARANTY INDUSTRY – 
RECENT EVENTS” above for information concerning recent developments in the financial guaranty 
industry. 

 
The above ratings are not recommendations to buy, sell or hold the Certificates, and such ratings 

may be subject to revision or withdrawal at any time by the rating agencies. Rating agencies have recently 
issued press releases or reports stating that they are examining the potential effects of downturns in the 
market for structured finance (“SF”) instruments, including collateralized debt obligations (“CDOs”) and 
residential mortgage backed securities (“RMBS”), on the claims-paying ability of bond insurance 
companies. Any downward revision or withdrawal of any of the above ratings may have an adverse effect 
on the market price of the Certificates. See “RISK FACTORS – Unconventional Mortgage Structures and – 
Risk Factors Effecting Certificate Insurance” herein. 
 



 
 

65 

CONTINUING DISCLOSURE 
 
The City has covenanted in a Continuing Disclosure Certificate for the benefit of the Owners and 

beneficial owners of the Certificates to provide certain financial information and operating data relating to 
the City by not later than nine months following the end of the City’s Fiscal Year (currently, the City’s 
fiscal year ends on June 30) (the “Annual Report”), commencing with the report of Fiscal Year ending June 
30, 2008, and to provide notices of the occurrence of certain enumerated events, if material. The Annual 
Report and notices of material events will be filed by the City with each Nationally Recognized Municipal 
Securities Information Repository. The specific nature of the information to be contained in the Annual 
Report and the notice of material events is set forth in “APPENDIX E – FORM OF CONTINUING 
DISCLOSURE CERTIFICATE,” hereto. These covenants have been made in order to assist the 
Underwriter in complying with Rule 15c2-12(b) (5) promulgated under the Securities Exchange Act of 
1934, as amended. The City has not failed to make any filings in connection with prior obligations under the 
Rule. 
 

UNDERWRITER 
 

The Certificates are being purchased for reoffering by Nollenberger Capital Partners Inc. (the 
“Underwriter”). The Underwriter has agreed to purchase the Certificates at the aggregate purchase price of 
$19,219,475.95, which represents the $19,815,000.00 par amount of Certificates being issued less 
Underwriter’s discount of $297,225.00, and less net Original Issue Discount of $298,299.05. The Contract 
of Purchase relating to the Certificates provides that the Underwriter will purchase all of the Certificates, if 
any are purchased. Such obligation is subject to various conditions set forth in the Contract of Purchase. 

 
FORWARD-LOOKING STATEMENTS 

 
The statements contained in this Reoffering Memorandum, and in any other information provided 

by the City, that are not purely historical are forward-looking statements, including statements regarding the 
expectations of the City, hopes, intentions, or strategies regarding the future.  Readers should not place 
undue reliance on forward-looking statements.  All forward-looking statements included in this Reoffering 
Memorandum are based on information available to the City on the date thereof, and the City assumes no 
obligation to update any such forward-looking statements.  It is important to note that the actual results of 
the City could differ materially from those in such forward-looking statements. 

 
The forward-looking statements in this Reoffering Memorandum are necessarily based on various 

assumptions and estimates and are inherently subject to various risks and uncertainties, including risks and 
uncertainties relating to the possible invalidity of the underlying assumptions and estimates and possible 
changes or developments in social, economic, business, industry, market, legal and regulatory 
circumstances and conditions and actions taken or omitted to be taken by third parties, including customers, 
suppliers, business partners and competitors, and legislative, judicial and other governmental authorities and 
officials.  Assumptions related to the foregoing involve judgments with respect to, among other things, 
future economic, competitive, and market conditions and future business decisions, all of which are difficult 
or impossible to predict accurately and many of which are beyond the control of the City.  Any of such 
assumptions could be inaccurate and, therefore, there can be no assurance that the forward-looking 
statements included in this Reoffering Memorandum would prove to be accurate. 
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GENERAL INFORMATION 
 
The descriptions in this Reoffering Memorandum do not purport to be complete and all such 

descriptions or references are qualified in their entirety by reference to the complete form of the Principal 
Legal Documents or other documents or source they summarize.  Statements made in this Reoffering 
Memorandum involving estimates or projections, whether or not expressly identified as such, should not be 
construed to be statements of fact or as representations that such estimates or projections will ever be 
attained or will approximate actual results.   

 
Any summaries or excerpts of constitutional provisions, statutes, ordinances or other documents do 

not purport to be complete statements of same and are made subject to all of the provisions thereof.  
Reference should be made to such original sources in all respects.  The Certificates are payable solely from 
Lease Payments as described herein, and such information is not intended to imply that any other revenues 
or monies of the City are pledged to pay the principal of and interest on the Certificates. 
 

MISCELLANEOUS 
 

The foregoing and subsequent summaries or descriptions to provisions of the Site Lease, the Lease 
Agreement, the Trust Agreement, the Agency Agreement and the Assignment Agreement are brief outlines 
of certain provisions thereof. Such outlines do not purport to be complete. For full and compete statements 
of such provisions, reference is made to said documents. Insofar as any statement made in this Reoffering 
Memorandum involves matters of opinion or estimates, whether or not expressly stated, they are set forth as 
such and not a representation of fact. No representation is made that any of such statements made will be 
realized. Neither this Reoffering Memorandum nor any statement which may have been made verbally or in 
writing is to be construed as a contract with the Owners of the Certificates.  

 
EXECUTION AND DELIVERY 

 
All information contained in this Reoffering Memorandum pertaining to the City and the Authority, 

has been prepared and furnished by the City. The execution and delivery of the Reoffering Memorandum 
has been duly approved and authorized by the City and the Authority. 
 
 

CITY OF PACIFICA 
 
 

By: /s/ Stephen A. Rhodes 
   City Manager 

      
CITY OF PACIFICA  
FINANCING AUTHORITY 

 
 

By:  /s/ Ann E. Ritzma 
             Treasurer/Auditor 
 



 
 

 

 
APPENDIX A 

 
AUDITED FINANCIAL STATEMENTS FOR FISCAL YEAR 2006-2007 
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APPENDIX B

SUMMARY OF CERTAIN PROVISIONS OF THE  LEGAL DOCUMENTS

The following are brief summaries of certain provisions of the Lease Agreement, the Assignment 
Agreement, the Site Lease and the Trust Agreement. These summaries are subject to all of the 
provisions of such documents and the discussions of such documents contained elsewhere in this Official 
Statement. These summaries do not purport to be a complete statement of said provisions and 
prospective purchasers of the Certificates are referred to the complete texts of said documents, copies of 
which are available upon request from the Trustee. Capitalized terms not otherwise defined therein have 
the meanings specified in the respective documents and in the event of any conflict between any of the 
summaries and the corresponding documents, the provisions of such documents shall control. Copies of 
said documents are available from the City and from the Trustee.

DEFINITIONS**

“Additional Payments” means the amounts payable by the City under the Lease Agreement.

“Assignment Agreement” means the Assignment Agreement, dated as of May 1, 2006, between 
the Authority as assignor and the Trustee as assignee, as originally executed or as thereafter amended 
under any duly authorized and executed amendments thereto.

“Authority” means the City of Pacifica Financing Authority, a joint exercise of powers authority 
duly organized and existing under the laws of the State of California.

“Authority Representative” means the Chairman, Executive Director, Treasurer or Secretary of 
the Authority, or any other person authorized by resolution of the Authority to act on behalf of the 
Authority under or with respect to the Trust Agreement.

“Bond Counsel” means (a) Greenberg Traurig, LLP, or (b) any other attorney or firm of attorneys 
of nationally recognized expertise with respect to legal matters relating to obligations the interest on which 
is excludable from gross income under Section 103 of the Tax Code.

“Certificate Insurance Policy” means the policy of municipal bond insurance issued by the 
Certificate Insurer, insuring payment when due of principal and interest represented by the Certificates.

“Certificate Insurer” means Ambac Assurance Authority, a Wisconsin-domiciled stock insurance 
company, its successors and assigns, as issuer of the Certificate Insurance Policy.

“Certificates” means the $19,815,000 aggregate principal amount of Fixed Rate Certificates of 
Participation (2008 Conversion of 2006 Certificates), executed and delivered and at any time Outstanding 
under the Trust Agreement.

“City” means the City of Pacifica, a municipal Authority duly organized and existing under the 
laws of the State of California.

  
**Additional Definitions are included in the Trust Agreement and other documents.
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“City Representative” means the City Manager or the Director of Finance of the City, or any other 
person authorized by resolution of the City Council of the City to act on behalf of the City Under or with 
respect to the Lease and the Trust Agreement.

“Closing Date” means July 31, 2008, being the day when the Certificates, duly executed by the 
Trustee, are delivered to the Original Purchaser.

“Conversion Fund” means the fund by that name established and held by Trustee pursuant to the 
Trust Agreement.

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

“Event of Default” means an event of default under the Lease, as defined in Section 8.1 thereof.

“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.

“Fiscal Year” means the twelve-month period beginning on July 1 of any year and ending on June 
30 of the next succeeding year, or any other twelve-month period by the City as its fiscal year under 
written notice filed with the Trustee.

“Insurance and Condemnation Fund” means the fund by that name to be established and held by 
the Trustee under Section 6.01 of the Trust Agreement.

“Interest Payment Date” means each May 1 and November 1 through and including the maturity 
date for the Certificates.

“Lease Payment Date” means, with respect to any Interest Payment Date, the fifth (5th) Business 
Day preceding such Interest Payment Date.

“Lease Payment Fund” means the fund by that name established and held by the Trustee under 
Section 5.02 of the Trust Agreement.

“Lease Payments” means all payments required to be paid by the City under Section 4.3(a) of the 
Lease Agreement, including any prepayment thereof under Article IX of the Lease Agreement.

“Leased Property” means all of the land which is more particularly described in Appendix A to the 
Lease, consisting of the land and improvements leased under the Prior Leases.  If the City exercises its 
option under Section 4.6 of the Lease with respect to the substitution of property or its option under 
Section 4.7 of the Lease with respect to the release of property, the term “Leased Property” will thereupon 
be modified accordingly.

“Moody’s” means Moody’s Investors Service, its successors and assigns.

“Net Proceeds” means any insurance proceeds or eminent domain award (including any 
proceeds of sale to a governmental entity under threat of the exercise of eminent domain powers), paid 
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with respect to the Leased Property, to the extent remaining after payment therefrom of all expenses 
incurred in the collection thereof.

“Original Purchaser” means first purchaser of the Certificates upon their delivery by the Trustee 
on the Closing Date; initially Nollenberger Capital Partners, Inc.

“Outstanding”, when used as of any particular time with respect to Certificates, means (subject to 
the provisions of Section 13.05) all Certificates theretofore executed and delivered by the Trustee under 
the Trust Agreement except (a) Certificates theretofore canceled by the Trustee or surrendered to the 
Trustee for cancellation; (b) Certificates deemed to have been paid under Section 13.01; and 
(c) Certificates in lieu of or in exchange for which other Certificates has been executed and delivered by 
the Trustee under Section 2.10.

“Owner”, when used with respect to a Certificate, means the person in whose name the 
ownership of such Certificate shall be registered on the Registration Books.

“Permitted Encumbrances” means, as of any time:  (a) liens for general ad valorem taxes and 
assessments, if any, not then delinquent, or which the City may permit to remain unpaid under Article V of 
the Lease; (b) the Site Lease, the Lease and the Assignment Agreement; (c) any right or claim of any 
mechanic, laborer, materialmen, supplier or vendor which is secured by a lien on the Leased Property; 
(d) the exceptions disclosed in the title insurance policy with respect to the Leased Property issued as of 
the Closing Date by Old Republic Title Company which exceptions are acceptable to the Certificate 
Insurer; and (e) easements, rights of way, mineral rights, drilling rights and other rights, reservations, 
covenants, conditions or restrictions which exist of record and which the City certifies in writing will not 
materially impair the use of the Leased Property for its intended purposes.

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

(a) Federal Securities.

(b) Bonds, debentures, notes or other evidence of indebtedness issued or 
guaranteed by any of the following federal agencies and provided such 
obligations are backed by the full faith and credit of the United States of America 
(stripped securities are only permitted if they have been stripped by the agency 
itself):  (i) certificates of beneficial ownership of the Farmers Home 
Administration; (ii) Federal Housing Administration debentures; (iii) participation 
certificates of the General Services Administration; (iv) guaranteed mortgage-
backed bonds or guaranteed pass-through obligations of the Government 
National Mortgage Association; (v) guaranteed Title XI financings of the U.S. 
Maritime Administration; and (vi) project notes, local authority bonds, new 
communities debentures and U.S. public housing notes and bonds of the U.S. 
Department of Housing and Urban Development.

(c) Bonds, debentures, notes or other evidence of indebtedness issued or 
guaranteed by any of the following non-full faith and credit U.S. government 
agencies (stripped securities only as stripped by the agency itself):  (i) senior 
debt obligations of the Federal Home Loan Bank System; (ii) participation 
certificates and senior debt obligations of the Federal Home Loan Mortgage 
Authority; (iii) mortgaged-backed securities and senior debt obligations of the 
Federal National Mortgage Association; (iv) senior debt obligations of the Student 
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Loan Marketing Association; (v) obligations of the Resolution Funding Authority; 
and (vi) consolidated system-wide bonds and notes of the Farm Credit System.

(d) Money market funds registered under the Federal Investment Company Act of 
1940, whose shares are registered under the Federal Securities Act of 1933, and 
having a rating by S&P of at least AAAm-G, AAAm or AAm, and a rating by 
Moody’s of Aaa, Aa1 or Aa2 (such funds may include funds for which the 
Trustee, its affiliates, parent or subsidiaries provide investment advisory or other 
management services).

(e) Certificates of deposit (including those of the Trustee, its parent and its affiliates) 
secured at all times by collateral described in (a) or (b) above, which have a 
maturity not greater than one year from the date of investment and which are 
issued by commercial banks, savings and loan associations or mutual savings 
banks whose short-term obligations are rated “A-1+” or better by S&P and 
“Prime-1” by Moody’s, which collateral must be held by a third party and provided 
that the Trustee must have a perfected first security interest in such collateral.

(f) Certificates of deposit, savings accounts, deposit accounts or money market 
deposits (including those of the Trustee and its affiliates) which are fully insured 
by FDIC, including BIF and SAIF.

(g) Investment agreements with a provider the long-term debt or claims paying ability 
of which, or in the case of a guaranteed Authority the long-term debt, or in the 
case of a monoline financial guaranty insurance company the claims paying 
ability, of the guarantor or the institution is rated in the highest two rating 
categories from S&P and Moody’s at the time of investment, provided that

(i) if during the term of the agreement the provider’s rating is suspended, 
withdrawn, drops below “AA-” but not below “A-” from S&P, or drops 
below “Aa3” but not below “A3” from Moody’s, then the provider must 
either (A) deliver Federal Securities to a third-party collateral agent 
having a market value of at least 104%, marked to market not less than 
weekly, or (B) repay the principal of and accrued but unpaid interest on 
the investment; and

(ii) if during the term of the agreement the provider’s rating is suspended, is 
withdrawn, drops below “A-” from S&P, or drops below “A3” from 
Moody’s, the provider must, at the direction of the City, repay the 
principal of and accrued but unpaid interest on the investment.

(h) Commercial paper rated “Prime-1” by Moody’s and “A-1+” or better by S&P.

(i) Bonds or notes issued by any state or municipality which are rated by Moody’s 
and S&P in one of the two highest rating categories assigned by such agencies.

(j) Federal funds or bankers acceptances with a maximum term of one year of any 
bank which an unsecured, uninsured and unguaranteed obligation rating of 
“Prime-1” or “A3” or better by Moody’s, and “A-1+” by S&P.
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(k) the Local Agency Investment Fund established under Section 164_____.1 of the 
Government Code of the State of California, provided, however, that the Trustee 
must be allowed to make investments and withdrawals in its own name and the 
Trustee may restrict investments in the Local Agency Investment Fund if required 
to keep moneys available for the purposes of the Trust Agreement.

“Project” means the acquisition and construction of public capital improvements of the City which 
are financed from amounts on deposit in the Project Fund, as such public capital improvements are 
identified from time to time by the City in accordance with the Lease.

“Purchase Date” means each date on which Certificates are subject to optional or mandatory 
purchase pursuant to the Trust Agreement.

“Registration Books” means the records maintained by the Trustee under Section 2.13 for the 
registration of the ownership and transfer of ownership of the Certificates.

“Rental Period” means the Term of the Lease Agreement commencing as of May 1, 2006 and 
ending on January 1, 2037 except as otherwise provided in the Lease Agreement

“Reserve Fund” means the fund by that name established and held by the Trustee under 
Section 4.02.

“Reserve Requirement” means, as of the date of calculation thereof, an amount equal to 
$1,572,500.

“Site Lease” means the First Amended and Restated Site Lease dated as of May 1, 2006, 
between the City as lessor and the Authority as lessee of the Leased Property, as originally executed or 
as thereafter amended under any duly authorized and executed amendments and supplements thereto.

“S&P” means Standard & Poor’s Authority, a division of the McGraw Hill Companies, of New 
York, New York, its successors and assigns.

“Term of the Lease Agreement” means the time during which the Lease is in effect, as provided in 
Section 4.2 thereof.

“Trust Agreement” means the Amended and Restated Trust Agreement, as originally executed or 
as thereafter amended under any amendments or supplements hereto which are permitted to be made 
under the Trust Agreement.

“Trustee” means Deutsche Bank National Trust Company, its affiliates, a State of California 
national banking association duly organized and existing under the laws of the United States of America, 
or any successor thereto acting as Trustee under the Trust Agreement.

[Remainder of Page Intentionally Left Blank]
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LEASE AGREEMENT

The following is a summary of certain provisions of the Lease Agreement.  This summary does 
not purport to be complete or definitive and reference is made to the Lease Agreement for the complete 
terms thereof.

The First Amended and Restated Lease Agreement dated as of May 1, 2006 by and between the 
Authority, as lessor, and the City, as lessee, as amended by the Amendment to First Amended and 
Restated Lease Agreement dated as of July 1, 2008 (collectively, the “Lease Agreement”).

Term

The Term of the Lease Agreement shall commence on the earlier of July 1 or on the date or 
recordation, and shall end on January 1, 2037, unless such term is extended as provided in the Lease 
Agreement.  If on January 1, 2037, any Certificates remain Outstanding under the Trust Agreement, or 
the Trust Agreement shall not be discharged by its terms, or if the Lease Payment payable shall have 
been abated at any time and for any reason, then the Lease Agreement shall remain in full force and 
effect until all Certificates have been fully paid and the Lease Agreement shall be extended until there has 
been deposited with the Trustee an amount sufficient to pay all obligations due under the Lease 
Agreement and the Trust Agreement has been discharged by its terms, but in no event shall the Term of 
the Lease Agreement extend beyond the term of the Site Lease.  If prior to January 1, 2037, the Trust 
Agreement shall be discharged by its terms, the Term of the Lease Agreement shall thereupon, 
simultaneously terminate.

Deposit of Moneys

On the Closing Date, the Authority shall cause to be deposited with the Trustee the proceeds of 
sale of the Certificates, which proceeds the Trustee shall apply in accordance with the provisions of the 
Trust Agreement.

Lease Payments; Abatement

Subject to the Lease Agreement, the City shall pay to the Authority, its successors and assigns, 
as Lease Payments for the use and occupancy of the Leased Property during the Rental Period, the 
Lease Payment (denominated into components of principal and interest) in the respective principal 
amounts and in the respective interest amounts provided in the Lease Agreement, to be due and payable 
on the respective Lease Payment Dates and to be deposited by the City with the Trustee in immediately 
payable funds on the respective Lease Payment Dates which in all events shall be no more than three 
(3) days prior to each Payment Date or such other time as the Trustee shall determine appropriate. In 
addition to such base rental, the City shall pay, as Additional Payments the amounts as set forth in the 
Lease Agreement.

Any amount held in the Lease Payment Fund on any Lease Payment Date (other than amounts 
resulting from the prepayment of the Lease Payment in part but not in whole pursuant to the Lease
Agreement and other than amounts required for payment of past due principal or interest represented by 
any Certificates not yet surrendered) shall be credited towards the Lease Payment then due and payable; 
and no Lease Payment need be made on any Lease Payment Date if the amounts then held in the Lease 
Payment Fund and available for such purpose are at least equal to the Lease Payment then required to 
be paid.
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The Lease Payment payable in any Rental Period shall be for the use of the Leased Property 
during such Rental Period.

The obligation of the City to pay the Lease Payment other than as set forth in the Trust 
Agreement does not constitute an obligation of the City for which the City is obligated to levy or pledge 
any form of taxation or for which the City has levied or pledged any form of taxation. The obligation of the 
City to pay Lease Payment does not constitute a debt of the City, the State of California or any of its 
political subdivisions within the meaning of any constitution or statutory debt limitation or restriction.

The Lease Payment shall be abated during any period in which, by reason of damage, 
destruction, non-completion or other event (other than by eminent domain which is provided for in the 
Lease Agreement), there is substantial interference with the use and occupancy by the City of the Facility 
or any portion thereof (other than any portions of the Facility described in the Lease Agreement) but not 
any specific portions of the Facility as shall be agreed upon by the City and the Authority, approved by the 
Certificate Insurer such that the resulting Lease Payment represent fair consideration for the use and 
occupancy of the portions of the Facility not damaged, destroyed, incomplete or otherwise unavailable for 
use and occupancy by the City. The parties agree that the amounts of the Lease Payment under such 
circumstances shall not be less than the amounts of the unpaid Lease Payment as are then set forth in 
the Lease Agreement, unless such unpaid amounts are determined to be greater than the fair rental value 
of the portions of the Facility not damaged or destroyed, based upon the written opinion delivered to the 
Certificate Insurer and the Trustee of an MAI appraiser with expertise in valuing such properties or other 
appropriate method of valuation, in which event the Lease Payment shall be abated such that they 
represent said fair rental value. Such abatement shall continue for the period commencing with such 
damage, destruction, noncompletion or other event and ending with the substantial completion of the 
work of repair or reconstruction or of completion of the Facility or of the regained availability of use and 
occupancy.  In the event of any such damage, destruction, non-completion or non-availability, the Lease 
Agreement shall continue in full force and effect and the City waives any right to terminate the Lease 
Agreement by virtue of any such damage, destruction, non-completion or unavailability.

Notwithstanding the foregoing, there shall be no abatement of Lease Payment under this 
Section 6.3 by reason of damage, destruction, non-completion or unavailability of all or a portion of the 
Facility to the extent that: (i) the fair rental value of the portions of the Facility not damaged, destroyed, 
incomplete or otherwise unavailable for use and occupancy by the City (giving due consideration to the 
factors identified in the Lease Agreement), based upon the written opinion delivered to the Certificate 
Insurer and the Trustee of an MAI appraiser with expertise in valuing such properties or other appropriate 
method of valuation, is equal to or greater than the unpaid principal component of the Lease Payment; or 
(ii) the proceeds of rental interruption insurance, or amounts in the Certificate Reserve Fund and/or the 
Insurance and Condemnation Fund and/or the Lease Payment Fund are available to pay Lease Payment 
which would otherwise be abated under the Lease Agreement, it being hereby declared that such 
proceeds and amounts constitute special funds for the payment of the Lease Payment.

Notwithstanding the foregoing, there shall be no abatement of Lease Payments under the Lease 
to the extent that the proceeds of Gas Tax Revenues are available to pay Lease Payments which would 
otherwise be abated, it having been declared by the City that such proceeds and amounts constitute a 
special fund for the payment of the Lease Payments.

Additional Payments

In addition to the Lease Payments, the City shall pay when due all costs and expenses incurred 
by the City under the Trust Agreement, or incurred by the Authority in complying with the provisions of the 
Trust Agreement, including all costs of issuance of the Certificates (to the extent not paid from amounts 
on deposit in the Conversion Fund), annual compensation due to the Trustee and all their reasonable 
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costs and expenses payable for performance under the Trust Agreement, and all reasonable costs and 
expenses of attorneys, auditors, engineers and accountants engaged by the Authority or Trustee in 
connection with the Leased Property or the performance under the Trust Agreement.

Property Insurance; Eminent Domain

The City will maintain or cause to be maintained throughout the Term of the Lease Agreement. 
with respect to the Facility the following insurance against risk of physical damage.

Public Liability and Property Damage. The City shall maintain or cause to be maintained, 
throughout the Term of the Lease Agreement, comprehensive general insurance in protection of the 
Authority, the City, and their respective members, officers, agents, employees and assigns. Such 
insurance shall provide for indemnification of said parties against direct or contingent loss or liability for 
damages for bodily and personal injury, death or property damage occasioned by reason of the operation 
of the Leased Property. Such insurance shall provide coverage in such liability limits and be subject to 
such deductibles as the City deems adequate and prudent.  Such insurance may be maintained as part of 
or in conjunction with any other insurance coverage carried by the City, and may be maintained in whole 
or in part in the form of a program of self-insurance by the City, or in the form of the participation by the 
City in a joint powers authority or other program providing pooled insurance. The proceeds of such liability 
insurance shall be applied toward extinguishment or satisfaction of the liability with respect to which the 
proceeds of such insurance shall have been paid.

Fire and Extended Coverage. The City shall procure and maintain, or cause to be procured and 
maintained, throughout the Term of the Lease Agreement, insurance against loss or damage to the 
insured buildings, facilities and other improvements constituting any part of the Leased Property, in an 
amount at least equal to the lesser of (a) replacement value of such buildings, facilities and 
improvements, or (b) the aggregate principal amount of the Outstanding Certificates. Such insurance 
must, as nearly as practicable, cover loss or damage by fire, explosion, windstorm, riot, aircraft, vehicle 
damage, smoke and such other hazards as are normally covered by such insurance, and must include 
earthquake coverage if such coverage is available at reasonable cost from reputable insurers in the 
reasonable determination of the City, whose determination is final and conclusive. Such insurance may 
be subject to such deductibles as the City deems prudent. Such insurance may be maintained as part of 
or in conjunction with any other insurance coverage carried by the City, and may be maintained in whole 
or in part in the form of the participation by the City in a joint powers authority or other program providing 
pooled insurance; provided that such insurance may not be maintained by the City in the form of self-
insurance.

Rental Interruption. The City shall procure and maintain, or cause to be procured and maintained, 
throughout the Term of the Lease Agreement, rental interruption or use and occupancy insurance to 
cover loss, total or partial, of the use of the buildings, facilities and other improvements constituting any 
part of the Leased Property, as a result of any of the hazards covered in the insurance required by the 
Lease Agreement, in an amount at least equal to the maximum Lease Payments coming due and payable 
during any two consecutive Fiscal Years during the remaining term of the Lease Agreement.  Such 
insurance may be maintained as port of or in conjunction with any other insurance coverage carried by 
the City, and may be maintained in whole or in part in he form of the participation by the City in a joint 
powers authority or other program providing pooled insurance; provided that such insurance may not be 
maintained by the City in the form of self-insurance.  The Net Proceeds of such insurance, if any, shall be 
paid to the Trustee and deposited in the Lease Payment Fund, and shall be credited towards the payment 
of the Lease Payments allocable to the insured improvements as the same become due and payable.

Title Insurance. On the Closing Date, the City shall provide, at its own expense, a CLTA title 
insurance policy covering, and in the amount of not less than the principal component of the Certificates, 
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insuring the City’s leasehold estate in the Leased Property, subject only to Permitted Encumbrances. All 
Net Proceeds of such insurance shall be applied as provided under the Lease Agreement.

Insurance Net Proceeds

Each policy of casualty, rental interruption and title insurance maintained shall name the Trustee 
as loss payee to provide that all proceeds are payable to the Trustee.

Assignment and Subleasing

The City may not assign the Lease Agreement without the prior written consent of the Certificate 
Insurer. The City may sublease the Leased Property, or any portion thereof, but only with the prior written 
consent of the Certificate Insurer, subject to all of the following conditions: (i) the Lease Agreement and 
the obligation of the City to make Lease Payment shall remain obligations of the City; (ii) the City shall, 
within thirty (30) days after the delivery thereof, furnish or cause to be furnished to the Authority, and the 
Trustee a true and complete copy of such sublease; (iii) no such sublease by the City shall cause the 
Leased Property to be used for a purpose not authorized under the provisions of the laws of the State; 
and (iv) the City shall furnish the Authority, the Certificate Insurer and the Trustee with a written opinion of 
Bond Counsel stating that such sublease does not cause the interest components of the Lease Payment 
to become includable in gross income for purposes of federal income taxes or to become personal 
income taxation by the State.

Amendment of Lease Agreement

Substitution of Leased Property. The City shall have the option at any time and from time 
to time during the Term of the Lease Agreement to substitute other real property (a “Substitute Property”) 
for the Leased Property, or a portion thereof, (the “Former Property”), provided that the City shall satisfy 
all of the following requirements which are hereby declared to be conditions precedent to such 
substitution: (i) no Event of Default has occurred and is continuing; (ii) the City shall file with the Authority, 
the Certificate Insurer and caused to be recorded with the San Mateo County Recorder sufficient 
memorialization of, an amendment which adds to Appendix A of the Lease Agreement a description of 
such Substitute Property and deletes the Former Property; (iii) the City delivers to the Trustee, the 
Certificate Insurer and the Authority an M.A.I. appraisal demonstrating the fair market value of the 
Substitute Site is at least equal to the fair market value of the Former Property; (iv) the City has obtained 
a CLTA title policy insuring the City’s leasehold in an amount at least equal to the fair market value of the 
Substitute Property; (v) the City has certified in writing to the Authority, Trustee and Certificate Insurer that 
the Substitute Property services municipal purposes of the City and constitutes property which the City is 
permitted to lease under the State; (vi) the Substitute Property does not cause the City to violate any of its 
covenants, representations and warranties in the Trust Agreement; and (vii)  the City has mailed written 
notice of such substitution to each rating agency which then maintains a rating on the Certificates.

Release of Property.  The City has the option at any time and from time to time to release 
any portion of the Leased Property and the Site Lease (the “Released Property”), provided that the City 
shall satisfy all of the following requirements which are hereby declared to be conditions precedent to 
such release: (i) no Event of Default has occurred and is continuing; (ii) the City shall file with the 
Authority, the Certificate Insurer and caused to be recorded with the San Mateo County Recorder 
sufficient memorialization of, an amendment removing the Released Property from the Lease and Site 
Lease; (iii) the City has certified in writing to the Authority and Trustee that the fair market value of the 
property which remains subject to the Lease and the Site Lease is at least equal to the aggregate original 
principal amount of the Certificates, and the fair rental value of the property which remains subject to the 
Lease and the Site Lease is at least equal to the Lease Payments thereafter coming due and payable; 
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and (iv) the City has mailed written notice of such release to each rating agency which then maintains a 
rating on the Certificates.

General. Without the prior written consent of the Trustee and the Certificate Insurer, the City and 
the Authority shall not alter, modify or cancel, or agree or consent to alter, modify or cancel the Lease 
Agreement, except in connection with a substitution or release permitted by the Lease Agreement and as 
may be permitted by the Trust Agreement.

Default and Remedies

The following constitute “Events of Default” under the Lease Agreement:

(a) Failure by the City to pay any Lease Payment or other payment required to be 
paid under the Lease Agreement at the time specified therein.

(b) Failure by the City to keep, observe or perform any other term, covenant, 
condition or agreement on its part to be observed or performed in the Lease Agreement or the Trust 
Agreement, other than as referred to in the Lease Agreement, for a period of thirty (60) days after written 
notice specifying such failure and requesting that it be remedied has been given to the City by the 
Authority, the Trustee, the Certificate Insurer; provided, however, that if City notifies the Authority and the 
Trustee that in its reasonable opinion the failure stated in the notice can be corrected, but not within 60 
days, the failure will not constitute an Event of Default if the City commences to cure the failure within 
such 60 day period and thereafter diligently and in good faith cures such failure in a reasonable period of 
time;

(c) The filing by the City of a voluntary petition in bankruptcy, or failure by the City 
promptly to lift any execution, garnishment or attachment, or adjudication of the City as a bankrupt, or 
assignment by the City for the benefit of creditors, or the entry by the City into an agreement of 
composition with creditors, or the approval by a court of competent jurisdiction of a petition applicable to 
the City in any proceedings instituted under the provisions of the Federal Bankruptcy Code, as amended, 
or under any similar acts which may hereafter be enacted.

Whenever any Event of Default shall have occurred, it shall be lawful for the Authority to exercise 
any and all remedies available pursuant to law or granted pursuant to the Lease Agreement; provided, 
however, that notwithstanding anything in the Trust Agreement to the contrary, there shall be no right 
under any circumstances to accelerate the Lease Payment or otherwise declare any Lease Payment not 
then in default to be immediately due and payable. Each and every covenant hereof to be kept and 
performed by the City is expressly made a condition and upon the breach thereof the Authority may 
exercise any and all rights of entry and re-entry upon the Leased Property, and also with or without such 
entry, may terminate the Lease Agreement provided, that no such termination shall be effected either by 
operation of law or acts of the parties hereto, except only in the manner expressly provided in the Lease 
Agreement. In the event of such default and notwithstanding any re-entry by the Authority, the City shall, 
as expressly provided in the Lease Agreement, continue to remain liable for the payment of the Lease 
Payment and/or damages for breach of the Lease Agreement and the performance of all conditions 
therein contained and, in any event such rent and/or damages shall be payable to the Authority at the 
time and in the manner as provided under the Lease Agreement, to wit:

(a) In the event the Authority does not elect to terminate the Lease Agreement in the 
manner therein provided for in subparagraph (b) thereof, the City agrees to and shall remain liable for the 
payment of all Lease Payment and the performance of all conditions therein contained and shall 
reimburse the Authority for any deficiency arising out of the re-leasing of the Facility, or, in the event the 
Authority does not re-lease the Facility, then for the full amount of all Lease Payment to the end of the 
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Term of the Lease Agreement, but said Lease Payment and/or deficiency shall be payable only at the 
same time and in the same manner as hereinabove provided for the payment of Lease Payment, 
notwithstanding such entry or re-entry by the Authority or any suit in unlawful detainer, or otherwise, 
brought by the Authority for the purpose of effecting such re-entry or obtaining possession of the Leased 
Property or the exercise of any other remedy by the Authority. The City irrevocably appointed the 
Authority as the agent and attorney-in-fact of the City to enter upon and re-lease the Leased Property in 
the Event of Default by the City in the performance of any covenants therein contained to be performed 
by the City and to remove all personal property whatsoever situated upon the Facility to place such 
property in storage or other suitable place in San Mateo County, for the account of and at the expense of 
the City, and the City exempted and agreed to save harmless the Authority from any costs, loss or 
damage whatsoever arising or occasioned by any such entry upon and re-leasing of the Leased Property 
and the removal and storage of such property by the Authority or its duly authorized agents in accordance 
with the provisions therein contained. The City agreed that the terms of the Lease Agreement constitute 
full and sufficient notice of the right of the Authority to re-lease the Leased Property in the event of such 
re-entry without effecting a surrender of the Lease Agreement, and further agrees that no acts of the 
Authority in effecting such re-leasing shall constitute a surrender or termination of the Lease Agreement 
irrespective of the term for which such re-leasing is made or the terms and conditions of such re-leasing, 
or otherwise, but that, on the contrary, in the event of such default by the City the right to terminate the 
Lease Agreement shall vest in the Authority to be effected in the sole and exclusive manner provided for 
the Lease Agreement. The City agrees to surrender and quit possession of the Leased Property upon 
demand of the Authority for purposes of enabling the Leased Property to be re-let.  Any rental obtained by 
the Authority in excess of the unpaid Lease Payment shall be deposited with the Trustee in the Lease 
Payment Fund, to be applied as a credit against future Lease Payments.

(b) If an Event of Default occurs and is continuing, the Authority may terminate the 
Lease Agreement and release all or any portion of the Leased Property. In the event of the termination of 
the Lease Agreement by the Authority and in the manner hereinafter provided on account of default by 
the City (and notwithstanding any re-entry upon the Leased Property by the Authority in any manner 
whatsoever or the re-leasing or sale of the Leased Property), the City nevertheless agrees to pay to the 
Authority all costs, loss or damages howsoever arising or occurring payable at the same time and in the 
same manner as provided in the case of payment of Lease Payments and Additional Payments. Any 
surplus received by the Authority from such re-leasing shall be the deposited in the Lease Payment Fund.  
Neither notice to pay rent or to deliver up possession of the premises given pursuant to law nor any 
proceeding in unlawful detainer taken by the Authority shall of itself operate to terminate the Lease 
Agreement, and no termination of the Lease Agreement on account of default by the City shall be or 
become effective by operation of law, or otherwise, unless and until the Authority shall have given written 
notice to the City of the election on the part of the Authority to terminate the Lease Agreement. The City 
agrees that no surrender of the Leased Payments or of the remainder of the Term of the Lease or any 
termination of the Lease Agreement shall be valid in any manner or for any purpose whatsoever unless 
stated or accepted by the Authority by such written notice.

(c) If an Event of Default occurs and continues, the Authority may take whatever 
action at law or in equity may appear necessary or desirable to collect the amounts then due and 
thereafter to become due or to enforce any other of its rights.

Security Deposit

Notwithstanding any other provision of the Lease Agreement, the City may on any date secure 
the payment of the Lease Payments in whole or in part by depositing with the Trustee an amount of cash 
which, together with other available amounts on deposit in the funds and accounts established under the 
Trust Agreement, is either (a) sufficient to pay such Lease payments, including the principal and interest 
components thereof, in accordance with the Lease Payment schedule attached to the Lease Agreement, 
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or (b) invested in whole or in part in non-callable Federal Securities in such amount as will, in the opinion 
of an independent certified public accountant, which opinion must be addressed and delivered to the 
Trustee and the Certificate Insurer, together with interest to accrue thereon and together with any cash 
which is so deposited, be fully sufficient to pay such Lease Payments when due under Section 4.3(a), as 
the City instructs at the time of said deposit.

If the City posts a security deposit as provided above with respect to all unpaid Lease Payments 
and if the City has paid or caused to be paid any and all additional payments then due under the Lease 
Agreement, (a) the Term of the Lease Agreement will continue, (b) all obligations of the City under the 
Lease Agreement, and all security provided by the Lease Agreement for said obligations, will cease and 
terminate, excepting only the obligation of the City to make, or cause to be made, all of the Lease 
Payments from such security deposit, and (c) title to the Leased Property will vest in the City on the date 
of said deposit automatically and without further action by the City or the Authority. Said security deposit 
constitutes a special fund for the payment of Lease Payments in accordance with the provisions of the 
Lease Agreement.

Other Provisions

The City shall, with the prior written consent of the Certificate Insurer at its own expense, have 
the right to remodel the Facility or to make additions, modifications and improvements to the Facility. All 
additions, modifications and improvements shall thereafter comprise part of the Facility and be subject to 
the provisions of the Lease Agreement. Such additions, modifications and improvements shall not in any 
way damage the Facility, substantially alter its nature, cause the interest component of Lease Payment to 
be included in gross income for purposes of federal income taxes or cause it to be used for purposes 
other than those authorized under the provisions of State and federal law; and the Facility, upon 
completion of any additions, modifications and improvements made thereto, shall be of a value which is 
not substantially less than the value of the Facility immediately prior to the making of such additions, 
modifications and improvements.

The City is responsible for the improvement, repair, and maintenance of the Facility and shall pay 
or arrange for payment of the cost of repair and replacement resulting from ordinary wear and tear.

The City shall also pay or cause to be paid all taxes and assessments of any type or nature, if 
any, charged to the Authority or the City affecting the Facility or the respective interests or estates therein; 
provided that with respect to special assessments or other governmental charges that may lawfully be 
paid in installments over a period of years, the City shall be obligated to pay only such installments as are 
required to be paid during the Term of the Lease Agreement as and when the same become due.

The City may, at the City’s expense and in its name, in good faith contest any such taxes, 
assessments, utility and other charges and, in the event of any such contest, may permit the taxes, 
assessments or other charges so contested to remain unpaid during the period of such contest and any 
appeal therefrom unless the Authority, the Trustee or the Certificate Insurer shall notify the City that, in 
the opinion of Independent Counsel, by nonpayment of any such items, the interest of the Authority in the 
Facility will be materially endangered or the Facility or any part thereof will be subject to loss or forfeiture, 
in which event the City shall promptly pay such taxes, assessments or charges or provide the Authority, 
the Trustee and the Certificate Insurer with full security against any loss which may result from 
nonpayment, in form satisfactory to the Authority, the Certificate Insurer and the Trustee.

The Authority makes no warranty or representation, either express or implied, as to the value, 
design, condition, merchantability or fitness for any particular purpose or fitness for the use contemplated 
by the City of the facility or any other representation or warranty with respect to the Facility. In no event 
shall the Authority or its assigns be liable for incidental, indirect, special or consequential damages in 
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connection with or arising out of the site and facility lease, the Lease Agreement or the Trust Agreement 
for the existence, furnishing, functioning or the City’s use of the Facility.

The City agrees that the Authority and any Authority Representative, the Authority’s successors 
or assigns and the Certificate Insurer, shall have the right at all reasonable times to enter upon and to 
examine and inspect the Facility to cause its proper maintenance in the event of failure by the City to 
perform its obligations.

Termination

As described above, the Lease Agreement terminates (i) upon the payment or prepayment by the 
City of all Lease Payments due during the  Term of the Lease Agreement, (ii) upon the occurrence of an 
Event of Default by the City and the Authority’s or its assignee’s election to terminate the Lease 
Agreement, or (iii) upon taking the Facility in whole pursuant to eminent domain proceedings or in part to 
such extent that the remaining portion of the Facility is no longer useful for the purposes originally 
intended.

ASSIGNMENT AGREEMENT

The following is a summary of certain provisions of the Assignment Agreement. This summary 
does not purport to be complete or definitive and reference is made to the Assignment Agreement for the 
complete terms thereof.

The Amended and Restated Assignment Agreement, dated as of July 1, 2008, is entered into 
between the Authority and the Trustee, pursuant to which the Authority assigns and transfers to the 
Trustee, for the benefit of the Owners of the Certificates, the rights of the Authority under the Lease 
Agreement, including, but not limited to, the right to receive Lease Payments under the Lease Agreement, 
and the rights and remedies of the Authority under the Lease Agreement to enforce payment of Lease 
Payments and other amounts or otherwise to protect and enforce the Lease Agreement in the Event of 
Default by the City.

SITE LEASE

The following is a summary of certain provisions of the Site Lease.  This summary does not 
purport to be complete or definitive and reference is made to the Site Lease for the complete terms 
thereof.

The Site Lease is entered into between the City, as lessor, and the Authority, as lessee. The 
term of the Site Lease began on the date of commencement of the Term of the Lease Agreement and will 
expire on January 8, 2037, unless such term is extended, or unless such term is terminated early in 
accordance with the Site Lease.

To facilitate the completion of the Improvements, the City leased the Leased Property to the 
Authority in return for payment by the Authority of an advance rental payment equal to the total principal 
amount of the Certificates and the Authority’s agreement to, in turn, lease the Leased Property and that 
portion of the Project located on the Leased Property to the City pursuant to the Lease Agreement. The 
City and the Authority agreed that by reason of the sale of the Certificates and deposit of proceeds 
pursuant to the provisions of the Trust Agreement, the advance rental payment referenced in the 
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preceding sentence was deemed to have been paid.  The City shall apply such rental payment to, among 
other items, the payment of amounts necessary to complete the Project.

The Authority shall use the Leased Property solely for the purpose of securing the construction 
and installation of the Improvements and purposes incidental thereto; provided, however, that in the event 
of default by the City under the Lease Agreement, the Authority and its assigns may exercise the 
remedies provided in the Lease Agreement.  Title to all Improvements made on the Leased Property shall 
vest in the City.

TRUST AGREEMENT

The following is a summary of certain provisions of the Trust Agreement.  This summary does not 
purport to be complete or definitive and reference is made to the Trust Agreement for the complete terms 
thereof.

The Trustee is appointed pursuant to the Trust Agreement to act as a depository of amounts held 
thereunder. The Trust Agreement authorizes the Trustee to prepare, execute and deliver the Certificates. 
Transfers of the Certificates are to be registered in a Register maintained by the Trustee.  The Trust 
Agreement sets forth the terms of the Certificates, the nature and extent of security, the various rights of 
the Owners, the rights, duties and immunities of the Trustee and the rights and obligations of the City and 
Authority.  Certain provisions of the Trust Agreement are summarized below.  

Funds

The Trust Agreement creates several funds to be maintained by the Trustee for the benefit of the 
Authority and the City.

Conversion Fund.  The Trustee shall establish a special fund designated as the “Conversion 
Fund”, shall keep such fund separate and apart from all other funds and moneys held by it and shall 
administer such fund as provided in the Conversion Escrow Agreement.  There shall be deposited in the 
Conversion Fund the proceeds of sale of the Certificates required to be deposited therein pursuant to the 
Trust Agreement.

Delivery Costs Fund.  A portion of the proceeds from the sale of the Certificates will be deposited 
with the Trustee in the Delivery Costs Fund and be applied to pay costs of the execution, delivery and 
sale of the Certificates upon the instructions of a District Representative.  Any funds remaining in such 
fund after all such costs have been paid will be transferred to the Construction Completion Fund.

Lease Payment Fund.  The Trustee shall establish a special fund designated as the “Lease 
Payment Fund.”  All moneys at any time deposited by the Trustee in the Lease Payment Fund shall be 
held by the Trustee in trust for the benefit of the City and the Owners of the Certificates.  So long as any 
Certificates are Outstanding, neither the City nor the Authority has any beneficial right or interest in the 
Lease Payment Fund, or the moneys deposited therein, except only as provided in the Trust Agreement, 
and the Trustee shall apply the Lease Payment Fund solely as set forth in the Trust Agreement.

Reserve Fund.  The Trustee shall establish a special fund designated as the “Reserve Fund” to 
be held by the Trustee in trust for the benefit of the City and the Owners of the Certificates, and applied 
solely as provided in the Trust Agreement.  Moneys in the Reserve Fund shall be held in trust as a 
reserve for the payment when due of the Lease Payments on behalf of the City.
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The Trustee shall retain in the Reserve Fund all earnings on the investment of amounts therein to 
the extent required to maintain the full amount of the Reserve Requirement on deposit therein.  All 
amounts on deposit in the Reserve Fund at any time in excess of the Reserve Requirement, and all 
amounts derived from the investment of amounts in the Reserve Fund which are not required to be 
retained therein to maintain the Reserve Requirement, shall be transferred by the Trustee to the Lease 
Payment Fund.  Any recomputation of the Reserve Requirement shall be made by or on behalf of the 
City, and shall become effective upon the filing by the City with the Trustee of written notice thereof.

Insurance and Condemnation Fund.  Any Net Proceeds of insurance collected by the City in the 
event of accident to or destruction of any component of the Leased Property shall be paid to the Trustee 
per the Lease Agreement and deposited by the Trustee promptly upon receipt thereof in a special fund 
designated as the “Insurance and Condemnation Fund” which the Trustee shall thereupon establish.  

Construction Completion Fund.  A portion of the proceeds from the sale of the Certificates will be 
deposited with the Trustee in the Construction Completion Fund to be applied, together with certain other 
funds set forth in the Trust Agreement, to satisfy Project and other costs. Any funds remaining in such 
fund after all such costs have been paid will be applied to satisfy any unpaid Delivery Costs and upon 
such satisfaction transferred to the Lease Payment Fund.

If the City determines and notifies the Trustee in writing of its determination, within 90 days 
following the date of such deposit, that the replacement, repair, restoration, modification or improvement 
of the Leased Property is not economically feasible or in the best interests of the City, then such Net 
Proceeds shall be promptly transferred by the Trustee to the Lease Payment Fund and applied to the 
prepayment of Lease Payments and the corresponding prepayment of Certificates, which prepayment 
shall be made on the first Interest Payment Date for which notice of prepayment can be timely given.  
Notwithstanding the foregoing, the determination of the City to apply Net Proceeds to the prepayment of 
Certificates is subject to the following: (i) if the Leased Property is damaged or destroyed in full, such Net 
Proceeds may be transferred to the Lease Payment Fund to be used to prepay Outstanding Certificates 
only if such Net Proceeds, together with other available moneys, are sufficient to cause the corresponding 
prepayment of all Lease Payments allocable to the Leased Property; and (ii) if the Leased Property is 
damaged or destroyed in part but not in whole, such Net Proceeds may be transferred to the Lease 
Payment Fund to be used to prepay Outstanding Certificates only if the Lease Payments which result 
after the corresponding abatement thereof are sufficient to pay the full amount of principal and interest 
represented by the Certificates which remain Outstanding after such prepayment.

All Net Proceeds deposited in the Insurance and Condemnation Fund and not so transferred to 
the Lease Payment Fund shall be applied to the prompt replacement, repair, restoration, modification or 
improvement of the damaged or destroyed portions of the Leased Property by the City, upon receipt of 
written requisitions of the City stating with respect to each payment to be made (a) the name and address 
of the person, firm or corporation to whom payment is due, (b) the amount to be paid and (c) that each 
obligation mentioned therein has been properly incurred, is a proper charge against the Insurance and 
Condemnation Fund, has not been the basis of any previous withdrawal, and specifying in reasonable 
detail the nature of the obligation.  Any balance of the Net Proceeds remaining after the City shall file a 
written certificate with the Trustee stating that such work has been completed shall, after payment of all 
amounts then due and owing to the Trustee hereunder, be paid to the City.

Deposit and Application of Net Proceeds of Eminent Domain Award

If all or any part of the Leased Property is taken by eminent domain proceedings (or sold to a 
government threatening to exercise the power of eminent domain) the Net Proceeds therefrom shall be 
deposited with the Trustee in the Insurance and Condemnation Fund and shall be applied and disbursed 
by the Trustee as follows: (A) if the City gives written notice to the Trustee of its determination that (i) 
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such eminent domain proceedings have not materially affected the interest of the City in the Leased 
Property or the ability of the City to meet any of its financial obligations under the Lease, and (ii) that such 
proceeds are not needed for repair, replacement or rehabilitation of the Leased Property, and the City has 
given written notice to the Trustee of such determination, the Trustee shall transfer such proceeds to the 
Lease Payment Fund to be credited towards the payment of the Lease Payments as they become due 
and payable; (B) if the City gives written notice to the Trustee of its determination that (i) such eminent 
domain proceedings have not materially affected the interest of the City in the Leased Property or the 
ability of the City to meet any of its financial obligations under the Lease, and (ii) such proceeds are 
needed for repair, replacement or rehabilitation of the Leased Property, the Trustee shall pay to the City, 
or to its order, from said proceeds such amounts as the City may expend for the repair or rehabilitation of 
the Leased Property, upon the filing of requisitions of the City Representative; (C) if (i) less than all of the 
Leased Property is taken in such eminent domain proceedings or sold to a government threatening the 
use of eminent domain powers, and if the City gives written notice to the Trustee of its determination that 
such eminent domain proceedings have materially affected the interest of the City in the Leased Property 
or the ability of the City to meet any of its financial obligations under the Lease, or (ii) all of the Leased 
Property is taken in such eminent domain proceedings, then the Trustee shall transfer such proceeds to 
the Lease Payment Fund to be credited toward the prepayment of the Lease Payments and applied to the 
corresponding prepayment of Certificates, which prepayment shall be made on the first prepayment date 
for which notice of prepayment can be timely given.

In making any such determination whether to repair, replace or rehabilitate the Leased Property, 
the City may obtain, but is not required to obtain, at its expense, the report of an independent engineer or 
other independent professional consultant, a copy of which must be filed with the Trustee and the 
Certificate Insurer.  Any such determination by the City is final.

Investment of Moneys; Allocation of Earnings

Upon the written request of a City Representative filed with the Trustee from time to time, moneys 
held by the Trustee in any fund or account under the Trust Agreement shall be invested and reinvested 
by the Trustee in Permitted Investments which mature not later than the date such moneys are required 
or estimated by the City to be required to be expended.  In the absence of any written request of the City 
directing the investment of uninvested moneys held by the Trustee, the Trustee shall invest such moneys 
in Permitted Investments described in the Trust Agreement.  Such investments, if registrable, shall be 
registered in the name of the Trustee, as trustee or in the name of its nominee, and shall be held by the 
Trustee.  The Trustee may purchase or sell to itself or any affiliate, as principal or agent, investments 
authorized by the Trust Agreement.  Such investments and reinvestments shall be made giving full 
consideration to the time at which funds are required to be available.  The Trustee may act as purchaser 
or agent in the making or disposing of any investment.  Whenever in the Trust Agreement any moneys 
are required to be transferred by the City to the Trustee, such transfer may be accomplished by 
transferring a like amount of Permitted Investments.  For purposes of acquiring any investments under 
the Trust Agreement, the Trustee may commingle funds held by it under the Trust Agreement.  The 
Trustee is not responsible or liable for any loss suffered in connection with any investment of funds made 
by it in accordance with the Trust Agreement.

The Trustee shall furnish to the City, not less than monthly, an accounting (in the form 
customarily used by the Trustee) of all investments and other transactions made by the Trustee under the 
Trust Agreement.
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Certificates

The Trustee is directed by the Trust Agreement, upon written request from the Authority, 
to prepare, execute and deliver to the Original Purchaser, the Certificates in their aggregate principal 
amount.

The Trust Agreement contains procedures and regulations with respect to exchanges 
and transfers of Certificates, for procedures for Certificates which are mutilated, lost, destroyed or stolen, 
for evidence of signatures of Certificate Owners and ownership of Certificates and for procedures with 
respect to payment of Certificates.  

The Trustee is appointed as a paying agent for the Certificates.  Principal and premium, if 
any, with respect to the Certificates is payable at the principal office of the Trustee.  Interest with respect 
to the Certificates is payable by check or draft of the Trustee mailed to the owner of record at the address 
shown on the certificate register required to be maintained by the Trustee (provided, however, that at the 
option of any Owner of at least one million dollars in aggregate principal amount, interest will be wired to 
an account designated by such Owner).

Limitation of Liability

The Trust Agreement contains certain provisions limiting the liability of the parties thereto, 
including, but not limited to, the following provisions:

(a) Neither the Authority nor City shall have any obligation or liability to the Owners 
of the Certificates with respect to the performance by the Trustee of duties imposed upon it by the Trust 
Agreement.

(b) Except as provided in the Trust Agreement, the City has no pecuniary obligation 
or liability to any of the other parties or to the Owners of the Certificates with respect to the Trust 
Agreement or the terms, execution, delivery or transfer of the Certificates, or the distribution of Lease 
Payments to the Owners by the Trustee; and 

(c) The Trustee shall not be responsible for the use, maintenance, condition or 
management of, or from any work or thing done on, the Project or the Leased Property by the Authority or 
the City; any breach or default on the part of the Authority or the City in the performance of any of their 
respective obligations under the Trust Agreement and any other agreement made and entered into for 
purposes of the Project or the Leased Property; any act of negligence of the Authority or the City or of any 
of their respective agents, contractors, servants, employees, licensees with respect to the Project or the 
Leased Property; any act of negligence of any assignee of, or purchaser from the Authority or the City or 
of any of its or their respective agents, contractors, servants, employees or licensees with respect to the 
Project or the Leased Property; the application of the proceeds of the Certificates; the actions of any other 
party, including but not limited to the ownership, operation or use of the Project or the Leased Property by 
the Authority or the City; or the Trustee’s exercise and performance of its powers and duties under the 
Trust Agreement.

Rights of Owners to Institute Proceedings

No Owner of any Certificate may institute any suit, action or proceeding at law or in equity, for any 
remedy under or upon the Trust Agreement, unless (a) such Owner has previously given to the Trustee 
written notice of the occurrence of an Event of Default; (b) the Owners of a majority in aggregate principal 
amount of all the Certificates then Outstanding have requested the Trustee in writing to exercise the 



Appendix B
Page 18

                              

   

powers granted or to institute such action, suit or proceeding in its own name; (c) said Owners have 
tendered to the Trustee reasonable indemnity against the costs, expenses and liabilities to be incurred in 
compliance with such request; and (d) the Trustee has refused or omitted to comply with such request for 
a period of 60 days after such written request has been received by, and said tender of indemnity has 
been made to, the Trustee.

Such notification, request, tender of indemnity and refusal or omission are declared, in every 
case, to be conditions precedent to the exercise by any Owner of Certificates of any remedy hereunder; it 
being understood and intended that no one or more Owners of Certificates has any right in any manner 
whatever by its or their action to enforce any right under the Trust Agreement, except as provided therein, 
and that all proceedings at law or in equity with respect to an Event of Default shall be instituted, had and 
maintained in the manner provided and for the equal benefit of the Certificate Insurer and all Owners of 
the Outstanding Certificates.

Events of Default; Remedies

The following shall be Events of Default:

a. Failure by the City to pay any Lease Payment or other payment required to be paid at the 
time specified in the Lease.

b. Failure by the City to observe and perform any covenant, condition or agreement on its 
part to be observed or performed in the Lease or in the Trust Agreement, other than as referred to in the 
preceding subsection (a), for a period of 30 days after written notice specifying such failure and 
requesting that it be remedied has been given to the City by the Authority, the Trustee or the Certificate 
Insurer; provided, however, that if in the reasonable opinion of the City the failure stated in the notice can 
be corrected, but not within such 30-day period, the failure will not constitute an Event of Default if the 
City commences to cure the failure within such 30-day period and thereafter diligently and in good faith 
cures the failure in a reasonable period of time.

c. The filing by the City of a voluntary petition in bankruptcy, or failure by the City promptly 
to lift any execution, garnishment or attachment, or adjudication of the City as a bankrupt, or assignment 
by the City for the benefit of creditors, or the entry by the City into an agreement of composition with 
creditors, or the approval by a court of competent jurisdiction of a petition applicable to the City in any 
proceedings instituted under the provisions of the Federal Bankruptcy Code, as amended, or under any 
similar acts which may hereafter be enacted.

For purposes of determining whether any Event of Default has occurred under and as described 
in the preceding clause (a), no effect may be given to payments made by the Certificate Insurer under the 
Certificate Insurance Policy.

Remedies.  If an Event of Default happens, then and in each and every such case during the 
continuance of such Event of Default, with the prior written consent of the Certificate Insurer the Trustee 
may, and at the written direction of the Certificate Insurer or (with the prior written consent of the 
Certificate Insurer) at the written direction of the Owners of a majority in aggregate principal amount of the 
Certificates then Outstanding the Trustee shall, exercise any and all remedies available under law or 
granted under the Lease; provided, however, that notwithstanding anything in the Trust Agreement or in 
the Lease to the contrary, there shall be no right under any circumstances to accelerate the maturities of 
the Certificates or otherwise to declare any Lease Payment not then in default to be immediately due and 
payable.
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Payment Procedure Pursuant to Certificate Insurance Policy.

The Trustee agrees to comply with the following provisions with respect to the Certificates:

a. At least one (1) day prior to an Interest Payment Date the Trustee shall determine 
whether there will be sufficient funds in the Lease Payment Fund (after transfer into such fund of all 
available moneys required hereunder to be transferred thereto with respect to such Interest Payment 
Date) to pay the principal or interest represented by the Certificates on such Interest Payment Date.  If 
the Trustee determines that there will be insufficient funds for such purpose, the Trustee shall so notify 
the Certificate Insurer.  Such notice shall specify the amount of the anticipated deficiency, the Certificates 
to which such deficiency is applicable and whether such Certificates will be deficient as to principal or 
interest, or both.  If the Trustee has not so notified the Certificate Insurer at least one (1) day prior to an 
Interest Payment Date, the Certificate Insurer shall make payments of principal or interest due with 
respect to the Certificates on or before the first (1st) day next following the date on which the Certificate 
Insurer shall have received notice of nonpayment from the Trustee.

b. The Trustee shall, after giving notice to the Certificate Insurer as provided in (a) above, 
make available to the Certificate Insurer and The Bank of New York, as insurance trustee for the 
Certificate Insurer (the “Insurance Trustee”), the Registration Books and all records relating to the funds 
and accounts maintained hereunder.

c. The Trustee shall provide the Certificate Insurer and The Bank of New York with a list of 
the Certificate Owners entitled to receive principal or interest payments from the Certificate Insurer under 
the terms of the Certificate Insurance Policy, and the Trustee and the Certificate Insurer shall make 
arrangements with the Insurance Trustee (i) to mail checks or drafts to the Owners of Certificates entitled 
to receive full or partial interest payments from the Certificate Insurer, and (ii) to pay the principal of the 
Certificates surrendered to the Insurance Trustee by the Certificate Owners entitled to receive full or 
partial principal payments from the Certificate Insurer.

d. The Trustee shall, at the time it provides notice to the Certificate Insurer under (a) above, 
notify the Certificate Owners entitled to receive the payment of principal or interest represented by the 
Certificates from the Certificate Insurer (i) as to the fact of such entitlement, (ii) that the Certificate Insurer 
will remit to them all or a part of the interest payments next coming due upon proof of Certificate Owner 
entitlement to interest payments and delivery to the Insurance Trustee, in form satisfactory to the 
Insurance Trustee, of an appropriate assignment of the Owner’s right to payment, (iii) that should they be 
entitled to receive full payment of principal from the Certificate Insurer, they must tender their Certificates 
(along with a form of transfer of title thereto) for payment to the Insurance Trustee and not the Trustee, 
and (iv) that should they be entitled to receive partial payment of principal from the Certificate Insurer they 
must tender their Certificates for payment thereon first to the Trustee, who shall note on such Certificates 
the portion of the principal paid by the Trustee, and then, along with an appropriate instrument of 
assignment in form satisfactory to the Insurance Trustee, to the Insurance Trustee, which will then pay 
the unpaid portion of principal.

e. In the event that a Responsible Officer of the Trustee has written notice that any payment 
of principal or interest represented by a Certificate which has become due for payment and which is made 
to a Certificate Owner by or on behalf of the City has been deemed a preferential transfer and theretofore 
recovered from its Owner under the United States Bankruptcy Code by a trustee in bankruptcy in 
accordance with the final, nonappealable order of a court having competent jurisdiction, the Trustee shall 
notify the Certificate Insurer and the Owners of all Outstanding Certificates that in the event that any 
Owner’s payment is so recovered, such Owner will be entitled to payment from the Certificate Insurer to 
the extent of such recovery if sufficient funds are not otherwise available, and the Trustee shall furnish to 
the Certificate Insurer its records evidencing the payments of principal of and interest on the Certificates 
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which have been made by the Trustee and, to the extent reflected in the Trustee’s records, evidencing 
the payments subsequently recovered from the Owners and the dates on which such payments were 
made.

f. In addition to those rights granted the Certificate Insurer hereunder, the Certificate 
Insurer shall, to the extent it makes payment of principal or interest represented by the Certificates, 
become subrogated to the rights of the recipients of such payments in accordance with the terms of the 
Certificate Insurance Policy, and to evidence such subrogation (i) in the case of subrogation as to claims 
for past due interest, the Trustee shall note the Certificate Insurer’s rights as subrogee on the Registration 
Books upon receipt from the Certificate Insurer of proof of the payment of interest to the Certificate 
Owners, and (ii) in the case of subrogation as to claims for past due principal, the Trustee shall note the 
Certificate Insurer’s rights as subrogee on the Registration Books upon surrender of the Certificates by 
the Owners thereof together with proof of the payment of principal represented thereby.

g. The City and the Trustee, as appropriate, shall permit the Certificate Insurer upon 
reasonable request to have access to and to make copies of all books and records relating to the 
Certificates during regular business hours.

Amendments or Supplement Permitted

The Trust Agreement and the rights and obligations of the Owners of the Certificates may be 
modified or amended at any time by a supplemental agreement which shall become effective when the 
written consents of the Certificate Insurer and the Owners of a majority in aggregate principal amount of 
the Certificates then Outstanding, exclusive of Certificates disqualified as provided in the Trust 
Agreement, has been filed with the Trustee.  No such modification or amendment may (a) extend or have 
the effect of extending the fixed maturity of any Certificate or reducing the interest rate represented 
thereby or extending the time of payment of interest, or reducing the amount of principal represented 
thereby or reducing any premium payable upon the prepayment thereof, without the express consent of 
the Certificate Insurer and the Owner of such Certificate, or (b) reduce or have the effect of reducing the 
percentage of Certificates required for the affirmative vote or written consent to an amendment or 
modification hereof, or (c) modify any of the rights or obligations of the Trustee without its written assent 
thereto.  Any such supplemental agreement shall become effective as provided in the Trust Agreement.

The Trust Agreement and the rights and obligations of the Owners of the Certificates may be 
modified or amended at any time by a supplemental agreement, with the prior written consent of the 
Certificate Insurer but without the consent of any Certificate Owners, but only to the extent permitted by 
law and only:

a. to add to the covenants and agreements of any party, other covenants to be observed, or 
to surrender any right or power reserved to the Authority or the City,

b. to cure, correct or supplement any ambiguous or defective provision contained in the 
Trust Agreement,

c. in regard to questions arising hereunder, as the parties hereto or thereto may deem 
necessary or desirable and which shall not, in the opinion of Bond Counsel, materially adversely affect 
the interests of the Owners of the Certificates,

d. if and to the extent permitted in the opinion of Bond Counsel filed with the Trustee, the 
City and the Authority, to delete or modify any of the provisions hereof or thereof relating to the exclusion 
from gross income of interest represented by the Certificates for federal income tax purposes, or
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e. to conform to any amendments of the Lease which are permitted to be made under 
Section 7.5 thereof.

f. Any such supplemental agreement shall become effective upon execution and delivery 
by the parties hereto.





 
 

 

APPENDIX C 
 

GENERAL INFORMATION REGARDING 
THE CITY OF PACIFICA AND SURROUNDING AREA 

 
 

 
 
Disclaimer 
 
The following information, unless otherwise cited, was directly transcribed from material provided 
by the City of Pacifica (the “City”), the County of San Mateo (the “County”), and the area Chamber 
of Commerce. The following information is intended to merely provide the reader with a better 
understanding of certain socioeconomic and demographic characteristics of the City, the County and 
surrounding area.  The information set forth in this Appendix “C” has not been researched for 
accuracy or veracity, and therefore it must not be relied upon when making an investment decision.   
 
The Certificates are not a debt of the City, the County or the State of California (the “State”) or any 
of the State’s Political Subdivisions; the taxing power of the City of Pacifica, the State of California or 
any political subdivision thereof is not pledged to the payment of the Certificates; and neither the 
City, the County, the State nor any of the State’s Political Subdivisions are liable therefore. The 
Certificates are payable solely from Lease Payments made by the City and other sources as described 
herein.  
 
Location 
 
The City of Pacifica (the “City”) is located in San Mateo County (the “County”) on the California coast 
approximately 10 miles south of the City of San Francisco. The City is framed by the ridges of the Coast 
Range on the east and the Pacific Ocean on the west. The terrain is comprised of a combination of secluded 
valleys and open hillsides set against a coastline of long beaches and rugged headlands. The geographically 
distinct portions of Pacifica are linked by Highway 1 and Sharp Park Boulevard. Highway 1 is also the 
corridor between San Francisco and Half Moon Bay. Sharp Park Boulevard connects to Interstate 280 and 
also links the City with other portions of the San Francisco peninsula to the east. Due to the City’s close 
proximity to the Pacific Ocean, it enjoys a moderate climate with temperatures ranging from 50 to 70 
degrees.  
 
Municipal Government 
 
The City was incorporated on November 22, 1957 under the general laws of the State of California. The 
City has a council-manager form of government. There are five Council Members who serve overlapping 
terms of four years, and the Council, in turn, selects one of the Council Members to serve as Mayor for one 
year. The legislative body selects a City Manager to administer the affairs of the City. The City provides the 
following services: public safety (police, fire and civil defense), highways and street, sanitation, health and 
social services, culture/recreation, public improvements, planning and zoning and general administrative 
services. 

 



 
 

 

Population, Demographic and Economic 
 
The table below sets forth total population and demographical statistics for the City for the past ten 

years. 
 

CITY OF PACIFICA 
POPULATION, DEMOGRAPHIC AND ECONOMIC 

Last Ten Calendar Years 
 

Calendar 
Year 

Ending Population 

Median 
Personal 
Income 

Per Capita 
Personal 
Income 

Unemployment 
Rate 

1998 40,381 $44,145 28,957 2.4% 
1999 40,719 45,511 30,183 2.0% 
2000 41,028 46,876 31,088 1.6% 
2001 38,390 48,283 32,021 2.9% 
2002 39,046 49,731 32,982 5.0% 
2003 38,609 51,223 33971 5.1% 
2004 38,186 52,760 34,990 5.0% 
2005 38,678 54,343 36,040 4.3% 
2006 38,739 55,973 37,121 4.2% 
2007 39,251 58,327 37,095 4.8% 

     
 

Taxable Sales Information 
 

The following table lists the City Taxable Sales by category for Fiscal years 2002-03 through 2005-06. 
 

 
CITY OF PACIFICA 

TAXABLE SALES BY CATEGORY 
 

Categories 2002 2003 2004 2005 2006 
Apparel Stores $8,598 $8,518 $9,013 $9,410 $8,833 
General Merchandises 57 75 100 19 144 
Food Stores 24,258 23,864 23,801 23,562 22,334 
Eating& Drinking Places 24,310 24,750 25,378 26,160 26,981 
Building Materials 7,601 7,156 6,869 6,714 6,750 
Auto dealers & Supplies 2,188 3,196 3,207 3,868 4,116 
 Service Stations 21,392 24,641 27,470 33,303 37,620 
 Other Retail Stores 18,448 18,002 17,416 19,709 21,097 
All Other Outlets 25,979 25,323 28,147 19,144 28,968 
Total $132,831 $135,525 $141,401 $141,889 $156,843 

 
 



 
 

 

The following table lists the City Tax Revenues by source for Fiscal years 1997-98 through 2006-07. 
 

 
CITY OF PACIFICA 

TAX REVENUE BY SOURCE 
 

Fiscal Year       Taxes 
Licenses 

& permits 

Use of 
Money & 
Property 

Inter 
Govern-
mental 

Current 
Service 
Charges 

Fines & 
Forfeitures 

Other 
Revenues     TOTAL 

1997-1998 $8,210,073 $440,457 $639,627 $6,223,898 $1,723,422 $82,765 $1,328,197 $16,648,439 
1998-1999 8,342,790 566,411 478,265 10,739,990 1,958,396 156,041 1,497,922 23,739,815 
1999-2000 9,142,581 848,485 826,036 6,622,396 2,317,991 189,076 1,237,584 21,184,149 
2000-2001 10,401,898 446,571 1,647,115 6,539,373 2,465,226 142,788 1,229,183 22,872,154 
2001-2002 10,302,020 563,462 944,882 8,728,620 2,048,225 312,319 3,791,031 26,591,559 
2002-2003 10,944,812 400,446 566,880 7,284,231 2,761,520 175,551 1,827,612 23,961,052 
2003-2004 11,253,260 319,270 399,500 2,926,988 1,894,700 160,000 1,984,500 18,938,218 
2004-2005 12,301,959 338,400 127,000 3,473,559 1,476,774 140,000 2,218,606 20,076,298 
2005-2006 13,655,933 308,500 410,000 4,744,585 1,388,600 135,000 3,460,325 24,102,943 
2006-2007 14,855,725 4760,947 337,904 5,466,565 2,213,594 217,699 2,021,496 25,583,930 
% Change 
1998-2007 80.95% 6.92% -47.17% -12.17% 28.44 163.03% 52.20% 37.19% 

 
 
 
 
 

Total taxable transactions reported in the County in calendar year 2005 were reported to be 
$12,451,350,000, a 5.4% increase over the total taxable transactions of $11,808,074,000 reported during 
calendar year 2004. A summary of historic taxable sales within the County is shown in the following table. 

 
 

SAN MATEO COUNTY 
TAXABLE RETAIL SALES 

Number of Permits and Valuation of Taxable Transactions 
(Dollars in Thousands) 

 
 Retail Stores   Total All Outlets   

 
 Number Taxable % Number Taxable % 
Year of Permits Transactions Change of Permits  Transactions Change   
2001 7,813  $8,215,567 --  21,287  $12,859,589  -- 
2002  7,982  7,700,365  -6.3%  21,101  11,614,809  -9.7% 
2003  8,681   7,701,536   0.0%   21,531   11,358,439   -2.2% 
2004  8,795  8,088,935  5.0%  21,475  11,808,074  4.0% 
2005 9,282  8,495,119  5.0%  21,440  12,451,350  5.4% 

________________________________ 
Source: State Board of Equalization. 

 
 



 
 

 

The following table lists the major employers within the County as of January 2007. 
 

SAN MATEO COUNTY 
Major Employers (Listed Alphabetically) 

 
Employer Name Location Industry                                                     
 
 

Applied Biosystems Group Foster City Laboratory Analytical Instruments (Mfrs) 
Bay Meadows Racecourse San Mateo  Horse Racing 
Cingular Wireless  South San Francisco  Cellular Telephones (Services) 
College Of San Mateo  San Mateo  Schools-Universities & Colleges Academic 
Dochs Seton Medical Ctr  Daly City  Hospitals 
Electronic Arts Inc  Redwood City  Electronic Equipment & Supplies-Retail 
Fast Office Networks Inc  San Mateo  Real Estate Management 
Franklin Resources Inc  San Mateo  Holding Companies (Bank) 
Franklin Templeton Svc Inc  San Mateo  Financial Advisory Services 
Franklin Trust Co  San Mateo  Mutual Funds 
Genentech Inc  South San Francisco  Commercial Physical Research 
Gilead Sciences Inc  Foster City  Pharmaceutical Research Laboratories 
Health Resource Ctr  Daly City  Services Nec 
Just Water Heaters Inc  San Mateo  Plumbing Contractors 
Kaiser Permanente Medical Ctr  Redwood City  Hospitals 
Mills-Peninsula Health Svc  Burlingame  Hospitals 
Oracle Corp  Redwood City  Computer Software-Manufacturers 
San Mateo County Offices  San Mateo  Physicians & Surgeons 
Seton Medical Ctr  Daly City  Hospitals 
Siebel Systems Inc  Redwood City  Computer Software-Manufacturers 
Sri Consulting Business  Menlo Park  Laboratories-Research & Development 
Sri International Inc  Menlo Park  Physicians & Surgeons Equip & Supls-Mfrs 
Us Interior Dept  Menlo Park  Federal Government-Conservation Depts 
Visa International Svc Assn  San Mateo  Credit Card & Other Credit Plans 
Visa Usa Inc  Foster City  Marketing Programs & Services 

______________________________ 
Source: State of California Employment Development Department; compiled from America’s Labor Market 
Information System Employer Database, 2007 1st Edition. 
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[DATED THE DATE OF DELIVERY]

Board of Trustees of the
City of Pacifica
____________________
____________________

Final Opinion: $_______________ Certificates of Participation (2008 
Conversion of 2006 Auction Rate Certificates) Evidencing 
Direct, Undivided Fractional Interests of the Owners 
Thereof in Lease Payments to be made by the City of 
Pacifica (San Mateo County, California) As the Rental for 
Certain Property Pursuant to a Lease Agreement with the 
City of Pacifica

Members of the Board of Trustees:

We have acted as Special Counsel in connection with the delivery by the 
City of Pacifica (the “City”), of its $_____________ Lease Agreement, dated as of 
May 1, 2006, by and between the City of Pacifica (the “City”) and the City of Pacifica 
Financing Authority (the “Authority”) (the “Original Lease”), as amended by that certain 
Amendment to Lease Agreement dated as of __________ 1, 2008 (“Amendment to 
Lease Agreement”; together with the Original Lease collectively referred to as, the 
“Lease Agreement”), pursuant to the California Education Code.  The Authority has, 
pursuant to the Assignment Agreement, dated as of May 1, 2006 (the “Assignment 
Agreement”), by and between the Authority and Deutsche Bank National Trust 
Company, as trustee (the “Trustee”), assigned certain of its rights under the Original 
Lease, including its right to receive a portion of the lease payments made by the City 
thereunder (the “Lease Payments”), to the Trustee.  Pursuant to the Amended and 
Restated Trust Agreement, dated as of ________ 1, 2008, by and among the Trustee, 
the City and the Financing Authority (the “2008 Trust Agreement”) which amends and 
restates in its entirety that certain Trust Agreement dated as of May 1, 2006 (the 
“Original Trust Agreement”; together with the 2008 Trust Agreement collectively referred 
to as, the “Trust Agreement”) with respect to the Certificates of Participation (2006 
Project) (the “Original Certificates”), the Trustee has executed and delivered certificates 
of participation (the “2008 Certificates”; together with the Original Certificates referred to 
collectively as, the “Certificates”) evidencing direct, undivided fractional interests of the 
owners thereof in the Lease Payments. We have examined the law and such certified 
proceedings and other papers as we deem necessary to render this opinion.

Factual Examination

As to questions of fact material to our opinion, we have relied upon 
representations and certifications of the City including, but not limited to representations 
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and certifications contained in the Lease Agreement and in the certified proceedings and 
certifications of public officials and others furnished to us without undertaking to verify 
the same by independent investigation.

In such connection, we have reviewed the Trust Agreement, the Lease 
Agreement and the Arbitrage Certificate dated the date hereof (the “Arbitrage 
Certificate”), executed by the City, opinions of counsel to the City and the Authority, the 
Trustee and the Certificate Insurer, certificates of the City, the Trustee, the Authority and 
others, and such other documents, opinions and matters to the extent we deemed 
necessary to render the opinions set forth herein.

The interest rate and certain agreements and requirements contained or 
referred to in the Trust Agreement, the Lease Agreement, the Arbitrage Certificate and 
other relevant documents may be changed and certain actions (including, without 
limitation, defeasance of Certificates) may be taken or omitted under the circumstances 
and subject to the terms and conditions set forth in such documents.  No opinion is 
expressed herein as to any Certificate or the interest with respect thereto if any such 
change occurs or action is taken or omitted upon the advice or approval of counsel other 
than ourselves.

The opinions expressed herein are based on an analysis of existing 
laws, regulations, rulings and court decisions and cover certain matters not directly 
addressed by such authorities. Such opinions may be affected by actions taken or 
omitted or events occurring after the date hereof.  We have not undertaken to determine, 
or to inform any person, whether any such actions are taken or omitted or events do 
occur or any other matters come to our attention after the date hereof. We have 
assumed the genuineness of all documents and signatures presented to us (whether as 
originals or as copies) and the due and legal execution and delivery thereof by, and 
validity against, any parties other than the City (and, for purposes of the opinion 
numbered 3 below, the Authority).

Scope of Inquiry; Certain Qualifications and Assumptions

We have assumed, without undertaking to verify, the accuracy of the 
factual matters represented, warranted or certified in the documents, and of the legal 
conclusions contained in the opinions, referred to in the second and third paragraphs 
hereof. Furthermore, we have assumed compliance with all covenants and agreements 
contained in the Trust Agreement, the Lease Agreement and the Arbitrage Certificate, 
including (without limitation) covenants and agreements compliance with which is 
necessary to assure that future actions, omissions or events will not cause interest on 
the Certificates to be included in gross income for federal income tax purposes. We have 
assumed that the Assignment Agreement, the Original Trust Agreement and the Original 
Lease are valid, binding and enforceable in accordance with their terms.  We call 
attention to the fact that the rights and obligations under the Certificates, the Trust 
Agreement, the Lease Agreement, the Assignment Agreement and the Arbitrage 
Certificate and their enforceability may be subject to bankruptcy, insolvency, 
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reorganization, arrangement, fraudulent conveyance, moratorium and other laws relating 
to or affecting creditors’ rights, to the application of equitable principles and to the 
exercise of judicial discretion in appropriate cases.  We express no opinion with respect 
to any indemnification, contribution, penalty, choice of law, choice of forum or waiver 
provisions contained in the foregoing documents, nor do we express any opinion with 
respect to the state or quality of title to or interest in any of the real or personal property 
described in or subject to the lien of the Trust Agreement or the accuracy or sufficiency 
of the description contained therein of, or the remedies available to enforce liens on, any 
such property. Finally, we undertake no responsibility for the accuracy, completeness or 
fairness of the Official Statement or other offering material relating to the Certificates and 
express no opinion with respect thereto.

Opinion.  

Based upon our examination, we are of the opinion, under existing law, as 
follows:

1. The City is validly existing as a City organized and existing under the laws 
of the State of California with the power to enter into the Amendment to Lease 
Agreement and the 2008 Trust Agreement and to perform the agreements on its part 
contained therein.

2. The Amendment to Lease Agreement has been duly authorized, 
executed and delivered by the City and is an obligation of the City valid, binding and 
enforceable against the City in accordance with its terms.

3. Subject to the terms and provisions of the Lease Agreement, the Lease 
Payments to be made by the City are payable from general funds of the City lawfully 
available therefor. By virtue of the Assignment Agreement, the owners of the Certificates 
are entitled to receive their fractional share of the Lease Payments in accordance with 
the terms and provisions of the Trust Agreement.

4. The portion of the Lease Payments designated as and comprising interest 
and received by the owners of the Certificates 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; it should be noted, 
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 sentences are subject to the condition that the City comply with all 
requirements of the Code that must be satisfied subsequent to the delivery of the Lease 
Agreement in order that such interest be, or continue to be, excluded from gross income
for federal income tax purposes. The City 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 delivery of the Lease Agreement. We express no opinion 
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regarding other tax consequences arising with respect to the Lease Agreement and the 
Certificates or to the ownership or disposition of, or the accrual or receipt of interest on, 
the Certificates.  We express no opinion with respect to the federal income tax 
consequences of any payments received with respect to the Certificates following 
termination of the Lease Agreement as a result of non-appropriation of funds or the 
occurrence of an event of default thereunder.

5. The portion of the Lease Payments designated as and comprising interest 
and received by the owners of the Certificates is exempt from personal income taxation 
imposed by the State of California.

We express no opinion with respect to laws becoming effective after the date 
hereof or the effect or applicability of the laws of other jurisdictions.  This opinion relates 
only to matters as of the date hereof, and we express no opinion with respect to any 
transaction, transfer, conveyance, obligation or performance occurring after the date 
hereof.  We disclaim any obligation to advise you of any events occurring or coming to 
our attention or any developments in areas covered by this opinion that occur after the 
date of this opinion.

Respectfully submitted,
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APPENDIX E

$**,***,***
CERTIFICATES OF PARTICIPATION

(2008 Conversion of 2006 Auction Rate Certificates)
Evidencing Direct, Undivided Fractional Interests 

of the Owners Thereof in Lease Payments 
to be made by the
CITY OF PACIFICA

As the Rental for Certain Property 
Pursuant to a Lease Agreement with the

CITY OF PACIFICA FINANCING AUTHORITY

CONTINUING DISCLOSURE AGREEMENT*

This CONTINUING DISCLOSURE AGREEMENT (the “Disclosure Certificate”) is 
executed and delivered by the CITY OF PACIFICA (the “City”) in connection with the execution 
and delivery of $**,***,*** City of Pacifica Certificates of Participation (2008 Conversion of 2006 
Auction Rate Certificates) (the “Certificates”).  The Certificates are being executed and delivered 
pursuant to an Amended and Restated Trust Agreement, dated as of August 1, 2008, by and 
among DEUTSCHE BANK NATIONAL TRUST COMPANY, as Trustee, the City and the City of 
Pacifica Financing Authority (the “Trust Agreement”). The City covenants and agrees as follows:

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is 
being executed and delivered by the City for the benefit of the holders and beneficial owners of 
the Certificates and in order to assist the Participating Underwriters in complying with S.E.C. 
Rule 15c2-12(h)(5).

Section 2. Definitions.  In addition to the definitions set forth in the Trust 
Agreement, which apply to any capitalized term used in this Disclosure Certificate unless 
otherwise defined in this Section 2, the following capitalized terms shall have the following 
meanings:

“Annual Report” shall mean any Annual Report provided by the City pursuant to, and as 
described in, Sections 3 and 4 of this Disclosure Certificate.

“Dissemination Agent” shall mean Deutsche Bank National Trust Company, or any 
successor Dissemination Agent designated in writing by the City and which has filed with the 
City and the Trustee a written acceptance of such designation.

“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure 
Certificate.

“National Repository” shall mean any Nationally Recognized Municipal Securities 
Information Repository for purposes of the Rule.

“Participating Underwriter” shall mean Nollenberger Capital Partners, Inc., as original 
underwriter of the Certificates required to comply with the Rule in connection with offering of the 
Certificates.

“Repository’ shall mean each National Repository and each State Repository.
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“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange 
Commission under the Securities Exchange Act of 1934, as the same shall be amended from 
time to time.

“State Repository” shall mean any public or private repository or entity designated by the 
State of California as a state repository for the purpose of the Rule and recognized as such by 
the Securities and Exchange Commission. As of the date of this Disclosure Certificate, there is 
no State Repository.

Section 3. Provision of Annual Reports.

(a) The City shall or shall direct the Dissemination Agent to, not later than nine 
months (_____________) after the end of the City’s Fiscal Year (which fiscal year currently 
ends on ____________) commencing with the report for the 2006-2007 Fiscal Year, provide to 
each Repository an Annual Report which is consistent with the requirements of Section 4 of this 
Disclosure Certificate with a copy to the Trustee. Not later than fifteen (15) Business Days 
before said date, the City shall provide the Annual Report to the Dissemination Agent (if other 
than the City). The City shall provide a written certification with each Annual Report furnished to 
the Dissemination Agent and the Trustee to the effect that such Annual Report constitutes the 
Annual Report required to be furnished by it hereunder. The Dissemination Agent and the 
Trustee may conclusively rely upon such certification of the City and shall have no duty or 
obligation to review such Annual Report. The Annual Report shall be submitted as a single 
document or as separate documents comprising a package, and shall include by reference 
other information as provided in Section 4 of this Disclosure Certificate; provided that the 
audited financial statements of the City be submitted separately from the balance of the Annual 
Report, and later than the date required above for the filing of the Annual Report if not available 
by that date. If the City’s Fiscal Year changes, it shall give notice of such change in the same 
manner as for a Listed Event under Section 5(c) hereof.

(b) If the City is unable to provide to the Repositories or to the Dissemination Agent 
an Annual Report by the date required in subsection (a), the City shall send a notice, or direct 
the Dissemination Agent to send a notice, to the Municipal Securities Rulemaking Board and 
each State Repository in substantially the form attached as Exhibit A.

(c) The Dissemination Agent shall:

(i) determine each year prior to the date for providing the Annual Report the 
name and address of each National Repository and each State Repository, if any; and

(ii) if the Dissemination Agent is other than the City and has been directed to 
file the Annual Report pursuant to Section 3(a) hereof, the Dissemination Agent shall file 
a report with the City certifying whether the Annual Report has been filed pursuant to this 
Disclosure Certificate, stating the date it was filed and listing all the Repositories with 
which it was filed.

Section 4. Content of Annual Reports. The City’s Annual Report shall be in a 
format suitable for filing with each Repository and shall contain or incorporate by reference the 
following:

(a) Audited Financial Statements prepared in accordance with generally accepted 
accounting principles as promulgated to apply to governmental entities from time to time by the 
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Governmental Accounting Standards Board. If the City’s audited financial statements are not 
available by the time the Annual Report is required to be filed pursuant to Section 3(a) hereof, 
the Annual Report shall contain unaudited financial statements in a format similar to the 
financial statements contained in the final Official Statement, and the audited financial 
statements shall be filed in the same manner as the Annual Report when they become 
available.

(b) Unless otherwise provided in the audited financial statements filed on or prior to 
the annual filing deadline for Annual Reports provided for in Section 3 above, financial 
information and operating data with respect to the City for preceding Fiscal Year, substantially 
similar to that provided in the official statement for the Certificates.

Any or all of the items listed above shall be included by specific reference to other 
documents, including official statements of debt issues of the City or related public entities, 
which have been submitted to each of the Repositories or the Securities and Exchange 
Commission. If the document included by reference is a final official statement, it must be 
available from the Municipal Securities Rulemaking Board. The City shall clearly identify each 
such other document so included by reference.

(c) In addition to any of the information expressly required to be provided under this 
Disclosure Certificate, the City shall provide such further material information, if any, as shall be 
necessary to make the specifically required statements, in the light of the circumstances under 
which they are made, not misleading.

Section 5. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 5, the City shall give, or cause to be 
given, notice of the occurrence of any of the following events (the “Listed Events”) with respect 
to the Certificates, if material:

(i) Principal and interest payment delinquencies.

(ii) Non-payment related defaults.

(iii) Unscheduled draws on debt service reserves reflecting financial 
difficulties.

(iv) Unscheduled draws on credit enhancements reflecting financial 
difficulties.

(v) Substitution of credit or liquidity providers, or their failure to perform.

(vi) Adverse tax opinions or events affecting the tax-exempt status of the 
security.

(vii) Modifications to rights of security holders.

(viii) Contingent or unscheduled bond calls.

(ix) Defeasances.
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(x) Release, substitution, or sale of property securing repayment of the 
securities.

(xi) Rating changes.

(b) Whenever the City obtains knowledge of the occurrence of a Listed Event, the 
City shall, within ten (10) days, determine if such event would be material under applicable 
Federal securities law. The Trustee or the Dissemination Agent shall have no role or any 
responsibility for such determination.

(c) If the City determines that knowledge of the occurrence of a Listed Event would 
be material under applicable Federal securities law, the City shall promptly file a notice of such 
occurrence with the Municipal Securities Rulemaking Board and each State Repository with a 
copy to the Trustee. Notwithstanding the foregoing, notice of Listed  Events described in 
subsections (a)(viii) and (ix) need not be given under this subsection any earlier than the notice 
(if any) of the underlying event is given to holders of affected Certificates pursuant to the Trust 
Agreement.

Section 6. Termination of Reporting Obligation. The City’s, the Trustee’s and the 
Dissemination Agent’s If different obligations under this Disclosure Certificate shall terminate 
upon the legal defeasance, prior redemption or payment in full of all of the Certificates.  If such 
termination occurs before the final maturity of the Certificates, the City shall give notice of such 
termination in the same manner as for a Listed Event under Section 5(c) hereof.

Section 7. Dissemination Agent. The City shall, from time to time, appoint or 
engage a Dissemination Agent to assist it in carrying out its obligations under this Disclosure 
Certificate, and shall discharge any such Agent, with or without appointing a successor 
Dissemination Agent. The Dissemination Agent, if other than the City, shall not be responsible in 
any manner for the format or content of any notice or Annual Report prepared by the City 
pursuant to this Disclosure Certificate. Any person succeeding to all or substantially all of the 
Dissemination Agent’s corporate trust business shall be the successor to the Dissemination 
Agent hereunder without the execution or filing of any papers or any further act. The initial 
Dissemination Agent shall be Deutsche Bank National Trust Company.  The Dissemination 
Agent shall resign, with or without appointment of a successor Dissemination Agent, upon thirty 
days prior notice to the City. The Dissemination Agent shall be entitled to reasonable 
compensation for its services hereunder and reimbursement of its out-of-pocket expenses 
including, but not limited to, attorneys’ fees.  The Dissemination Agent shall (i) consult with and 
rely upon an opinion of counsel as a cost of its performance in connection with any action or in 
action requested or required by the City with respect to disclosure matters and (ii) conclusively 
rely upon any certificate or certification presented to it for action by the City.

Section 8. Amendment; Waiver. Notwithstanding any other provision of this 
Disclosure Certificate, the City shall amend this Disclosure Certificate, and any provision of this 
Disclosure Certificate shall be waived, if the following conditions are satisfied provided neither 
the Trustee nor the Dissemination Agent shall be obligated to enter into any amendment 
expanding the scope of their respective duties and obligations hereunder:

(a) if the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5(a), it 
shall 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 Certificates, or type of business conducted;
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(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 Certificates, 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 
Certificates 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 nationally recognized 
bond counsel, materially impair the interests of the holders or beneficial owners of the 
Certificates.

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 financial information 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 the undertaking specifying the accounting principles to be 
followed in preparing financial statements, the annual financial information 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 City to meet its obligations. To the extent 
reasonably feasible, the comparison shall be quantitative. A notice of the change in the 
accounting principles shall be sent to the Repositories in the same manner as for a Listed Event 
under Section 5(c) hereof.

Section 9. Additional Information. Nothing in this Disclosure Certificate shall be 
deemed to prevent the City 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 City chooses to include 
any information in any Annual Report or notice of occurrence of a Listed Event in addition to that 
which is specifically required by this Disclosure Certificate, the City 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 10. Default. In the event of a failure of the City to comply with any provision 
of this Disclosure Certificate, the Trustee but only to the extent of payment of its fees and 
expenses and receipt of satisfactory indemnity as set forth in the Trust Agreement, at the 
request of any Participating Underwriter or the holders of at least twenty-five (25%) in aggregate 
principal amount of Outstanding Certificates, shall, or any holder or beneficial owner of the 
Certificates shall take such actions as shall be necessary and appropriate, including seeking 
mandate or specific performance by court order, to cause the City to comply with its obligations 
under this Disclosure 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 City to comply with this Disclosure 
Certificate shall be an action to compel performance.
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Section 11. Duties, Immunities and Liabilities of Dissemination Agent.  Article VIII 
of the Trust Agreement is hereby made applicable to this Disclosure Certificate as if this 
Disclosure Certificate were (solely for this purpose) contained in the Trust Agreement and the 
Dissemination Agent and Trustee shall be entitled to the benefits, protections and provisions 
thereof to the same extent as the Trustee. The Dissemination Agent shall have only such duties 
as are specifically set forth in this Disclosure Certificate, and the City agrees to indemnify and 
save the Dissemination Agent, its officers, directors, employees and agents, harmless against 
any loss, expense and liabilities which it shall incur arising out of or in the exercise or 
performance of its powers and duties hereunder, including, but not limited to, 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. Such indemnity 
shall be separate from and in addition to that provided to the Trustee under the Trust 
Agreement. The obligations of the City under this Section shall survive resignation or removal of 
the Dissemination Agent, payment of the Certificates and termination of this Disclosure 
Certificate pursuant to Section 6 hereof. The Dissemination Agent shall have no liability for 
failure to report any event or item of financial information as to which the City has not provided it 
in an information report in format suitable for filing with the Repositories. The Dissemination 
Agent shall have no obligation or liability for the accuracy or completeness of any Annual Report 
or report of materiality under Section 5(b) hereof and shall not be deemed to be acting in any 
fiduciary capacity hereunder for the City or for any Certificate owner.

Section 12. Fees. The City shall compensate and reimburse the Dissemination Agent 
within thirty (30) days of receipt of an invoice for such compensation and reimbursement.

Section 13. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit 
of the City, the Trustee, the Dissemination Agent, the Participating Underwriter and holders and 
beneficial owners from time to time of the Certificates, and shall create no rights in any other 
person or entity.

Date:  August __, 2008

CITY OF PACIFICA

By: ________________________________
 __________________, Secretary

ACKNOWLEDGED:

DEUTSCHE BANK NATIONAL 
TRUST COMPANY,
as Dissemination Agent

By: _________________________
Carl Becker, Authorized Officer
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EXHIBIT A

NOTICE TO MUNICIPAL SECURITIES RULEMAKING BOARD AND EACH STATE
REPOSITORY OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: City of Pacifica

Name of Issue: $___________ Certificates Of Participation (2008 Conversion of 2006 
Auction Rate Certificates) Evidencing Direct, Undivided Fractional Interest 
Of The Owners Is Lease Payments To Be Made By City of Pacifica,  As 
The Rental For Certain Property Pursuant To A Lease Agreement With 
City of Pacifica Financing Authority

Date of Issuance: ________ ___, 2008

NOTICE IS HEREBY GIVEN that the Issuer has not provided an Annual Report with 
respect to the above-named Certificates as required by Section 3 of the continuing disclosure 
undertaking entered into by the Issuer on ______________, pursuant to Section 10.12 of the 
Trust Agreement dated as of _________ 1, 2008, by and among Deutsche Bank National Trust 
Company, as trustee, the City and the City of Pacifica Financing Authority. The City anticipates 
that the Annual Report will be filed by _______________.

Dated: _____________

CITY OF PACIFICA

By: _________________________________
 _____________________, Secretary

cc: Trustee
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