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analysis of existing laws, regulations, rulings and court decisions, and assuming, among other matters, the accuracy of certain representations 
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interest on the Bonds.  See “TAX MATTERS” herein. 
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This Official Statement does not constitute an offering of any security other than the original offering of the 
Bonds by the Agency.  No dealer, broker, salesperson or other person has been authorized by the Agency to give any 
information or to make any representations other than as contained in this Official Statement, and if given or made, 
such other information or representation not so authorized should not be relied upon as having been given or 
authorized by the Agency.

The issuance and sale of the Bonds have not been registered under the Securities Act of 1933 as amended, 
in reliance upon an exemption provided thereunder by Section 3(a)2 for the issuance and sale of municipal 
securities.  This Official Statement does not constitute an offer to sell or a solicitation of an offer to buy in any state 
in which such offer or solicitation is not authorized or in which the person making such offer or solicitation is not 
qualified to do so, or to any person to whom it is unlawful to make such offer or solicitation.

The information set forth herein, other than that furnished by the Agency, has been obtained from sources 
which are believed to be reliable, but is not guaranteed as to accuracy or completeness, and is not to be construed as 
a representation by the Agency.  The information and expressions of opinions herein are subject to change without 
notice and neither delivery of this Official Statement nor any sale made hereunder will, under any circumstances, 
create any implication that there has been no change in the affairs of the Agency since the date hereof.  This Official 
Statement is submitted in connection with the sale of the Bonds referred to herein and may not be reproduced or 
used, in whole or in part, for any other purpose.

This Official Statement is not to be construed as a contract with the purchasers of the Series 2008 Bonds.  
Statements contained in this Official Statement which involve estimates, forecasts or matters of opinion, whether or 
not expressly so described herein, are intended solely as such and are not to be construed as a representation of facts.

Certain statements included or incorporated by reference in this Official Statement constitute “forward-
looking statements” within the meaning of the United States Private Securities Litigation Reform Act of 1995, 
Section 21E of the United States Securities Exchange Act of 1934, as amended, and Section 27A of the United 
States Securities Act of 1933, as amended.  Such statements are generally identifiable by the terminology used such 
as “plan,” “expect,” “estimate,” “project,” “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.  
The Agency does not plan to issue any updates or revisions to those forward-looking statements if or when its 
expectations, or events, conditions or circumstances on which such statements are based occur.

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

SECURITIES PRODUCTS AND SERVICES ARE OFFERED THROUGH PIPER JAFFRAY & CO., 
MEMBER SIPC AND NYSE, INC.

NOT FDIC INSURED NO BANK GUARANTEE MAY LOSE VALUE
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OFFICIAL STATEMENT 

$9,600,000
REDEVELOPMENT AGENCY OF THE CITY OF LAFAYETTE 

(County of Contra Costa, California) 
Lafayette Redevelopment Project 

Tax Allocation Bonds, 
Series 2008

INTRODUCTION

This Official Statement (including the cover and Appendices hereto, the “Official 
Statement”) is provided to furnish information in connection with the sale of $9,600,000
aggregate principal amount of the  Redevelopment Agency of the City of Lafayette, Lafayette 
Redevelopment Project Tax Allocation Bonds, Series 2008 (the “Bonds” or the “Series 2008 
Bonds”). 

This Official Statement speaks only as of its date, and the information contained herein is 
subject to change.  The  Redevelopment Agency of the City of Lafayette (the “Agency”) has no 
obligation to update the information in this Official Statement, except as required by the 
Continuing Disclosure Agreement to be executed by the Agency.  See “LEGAL MATTERS –
Continuing Disclosure” herein.

The Bonds are being issued pursuant to the Constitution and laws of the State of 
California (the “State”), including the Community Redevelopment Law (commencing with 
Section 33000 of the California Health and Safety Code) (the “Redevelopment Law”), and a 
Second Supplemental Indenture, dated as of November 1, 2008 (the “Second Supplemental 
Indenture”), between the Agency and Wells Fargo Bank, National Association, San Francisco, 
California, as trustee (the “Trustee”), supplementing the Indenture of Trust, dated as of 
August 1, 2002 (the “Original Indenture”, and as supplemented, the “Indenture”), between the 
Agency and the Trustee (as successor to U.S. Bank National Association).  Proceeds of the 
Bonds will be used to aid in the financing of various redevelopment projects as set forth in the 
Redevelopment Plan (the “Redevelopment Plan”), including the Lafayette Library and Learning 
Center, (i) to fund a debt service reserve fund for the Bonds, (ii) to pay a portion of the debt 
service on the Bonds through August 1, 2009 and (iii) to pay certain costs of issuing the Bonds.  
See “THE FINANCING PLAN.”

The Bonds are being issued for sale to the City of Lafayette Public Facilities Financing 
Authority (the “Authority”) pursuant to the Marks-Roos Local Bond Pooling Act of 1985, 
commencing with Section 6584 of the California Government Code (the “JPA Law”).  See “THE 
AUTHORITY” below.  The Bonds purchased by the Authority will be resold concurrently to 
Piper Jaffray & Co. (the “Underwriter”).

Pursuant to the Indenture, the Agency has previously issued $5,585,000 of its Lafayette 
Redevelopment Project Tax Allocation Bonds, Series 2002 (the “Series 2002 Bonds”) and 
$11,680,000 of its Lafayette Redevelopment Project Tax Allocation Bonds, Series 2005 (the 
“Series 2005 Bonds”).  See “SECURITY FOR THE BONDS – Outstanding Debt” herein.
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The City

The City is located in central Contra Costa County (the “County”), one of the nine 
counties of the San Francisco Bay Area, and is primarily a residential community, with 
commercial and light industrial enterprises as well as local governmental offices.  

Governed by an elected City Council (the “City Council”) consisting of five members, 
the City was incorporated as a general law city in 1968.  The members serve overlapping four 
year terms.  The council members serve without compensation.  The City Council selects one 
member to serve as mayor for a one-year term that expires in December.  Mike Anderson has 
served in this capacity since December, 2007.

For additional information about the City, see “APPENDIX B: GENERAL 
INFORMATION REGARDING THE CITY AND AREA.”

The Agency

The Agency was established by Ordinance No. 126 of the City Council, adopted on 
May 1, 1974, pursuant to the Community Redevelopment Law of California.  The 
Redevelopment Plan (the “Redevelopment Plan”) for the Lafayette Redevelopment Project (the 
“Project Area”) was adopted by the Agency on December 27, 1994.  The Project Area occupies 
approximately 290 acres located in the downtown area and constitutes approximately 3% of the 
land area of the City. See “THE LAFAYETTE REDEVELOPMENT PROJECT AREA.”

Pursuant to the Redevelopment Law, a portion of all property tax revenues, including 
certain reimbursements by the State of California, collected by or for each taxing agency on any 
increase in the taxable value of certain property within the Project Area over that shown on the 
assessment rolls for the base year applicable to the Project Area, may be pledged to the 
repayment of indebtedness incurred by the Agency in connection with the redevelopment of the 
Project Area, subject to certain Redevelopment Plan limitations.  The Bonds are secured by a 
pledge of and lien on such tax increment revenue, with certain exclusions.  See “SECURITY 
FOR THE BONDS.”

Brief descriptions of the Bonds, the Indenture, the Agency, the Project Area, the 
Authority and the City, as well as the audited financial statements of the Agency for the fiscal 
year ended June 30, 2007, are included in this Official Statement.  Such descriptions and 
information do not purport to be comprehensive or definitive.  All references herein to the 
Indenture, the Bonds and the Constitution and laws of the State as well as the proceedings of the 
Agency and the City are qualified in their entirety by references to such documents, laws and 
proceedings, and with respect to the Bonds, by reference to the Indenture.



-3-

THE FINANCING PLAN

Sources and Uses of Funds

Under the Agency’s financing plan, proceeds of the sale of the Bonds (in addition to 
paying a portion of the debt service on the Bonds through August 1, 2009, paying issuance costs 
and funding a deposit to the Reserve Account) will be used to aid in the financing of various 
redevelopment projects as set forth in the Redevelopment Plan, including the design and 
construction of the Lafayette Library and Learning Center (the “Project”).

Sources of Funds:

Principal Amount of Bonds $9,600,000.00
Original Issue Discount (241,117.95)

Total Sources of Funds $9,358,882.05

Uses of Funds:
Redevelopment Fund Deposit $8,306,162.46
Capitalized Interest 236,637.65
Reserve Account Deposit 600,881.94
Costs of Issuance(1) 215,200.00

Total Uses of Funds $9,358,882.05
_____________
(1) Includes legal fees, printing expenses, underwriter’s discount, rating agency fees and miscellaneous costs 

of issuance.

The Project involves the construction of a three-level building at Mt. Diablo and First 
Street, which will serve as the Lafayette Library and Learning Center with the Glen Seaborg 
Learning Consortium.  The new library will consist of 29,000 total square feet and is designed to 
hold a collection of 89,000-95,000 books and audiovisual materials.  Existing design features 
include a technology lab with 42 public computers; laptop access and wireless connectivity 
throughout; 186 reader seats; a community meeting room with a small stage and a kitchen from 
which food prepared off-site can be served; a large adult area with “solar fireplace;” a teen area 
and three group study rooms; a children’s area with storytelling and class visit space for 30 
children; exhibit space for art and local history displays; drive-through book drop-off and 
automatic sorting; 79 on-site parking spaces; outdoor reading and meeting areas; Friends of the 
Lafayette Library Book Room; offices for a Lafayette Library and Learning Center Foundation 
and the Lafayette Arts and Sciences Foundation; a café serving foods primarily prepared off-site; 
and exhibit, study, and storage space for Lafayette’s local history resources.  Through the Glen 
Seaborg Learning Consortium, collaborative learning materials, workshops, exhibits, K-12 
curricula, archives, concerts, lectures, and discovery centers will be available to the community.

The cost of the Project is estimated at $43 million for land acquisition, site development, 
building and furnishings. The Agency is purchasing and providing the design, land and parking 
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for the Project.  Other financing sources for the Project include a grant from the State of 
California Library Bond Act, private funding sources and a portion of the proceeds of the Bonds.

THE BONDS

Authority for Issuance

The Bonds were authorized by a resolution of the Agency, adopted on October 14, 2008 
(the “Resolution”), and a resolution of the City, adopted on October 14, 2008, and are being 
issued pursuant to the Indenture and in accordance with the Redevelopment Law and other 
applicable laws and the Constitution of the State.

Description of the Bonds

Principal of and redemption premiums, if any, on the Bonds will be payable upon the 
surrender thereof at maturity or the earlier redemption thereof at the principal corporate trust 
office of the Trustee in San Francisco, California.  Principal of and redemption premiums, if any, 
and interest on the Bonds will be paid in lawful money of the United States of America.

The Bonds are being issued as fully registered bonds, registered in the name of the owner 
thereof, and will be available to ultimate purchasers in the denomination of $5,000 or any 
integral multiple thereof. The Bonds in denominations of $5,000 each or integral multiples 
thereof, are dated the date of delivery and mature on the dates and in the amounts set forth on the 
front cover hereof.  Interest is first payable on February 1, 2009, and semiannually thereafter on 
February 1 and August 1 of each year (each an “Interest Payment Date”).  The Bonds will bear 
interest from the Interest Payment Date next preceding the date of registration thereof, unless 
such date of registration is during the period from the 16th day of the month next preceding an 
Interest Payment Date to and including such Interest Payment Date, in which event they will bear 
interest from such Interest Payment Date, or unless such date of registration is on or before the 
fifteenth day of the month next preceding the first Interest Payment Date, in which event they 
will bear interest from their dated date; provided, however, that if, at the time of registration of 
any Series 2008 Bond, interest is then in default on the Outstanding Bonds, such Series 2008 
Bond will bear interest from the Interest Payment Date to which interest previously has been 
paid or made available for payment on the Outstanding Bonds.  Payment of interest on the Bonds 
due on or before the maturity or prior redemption of such Bonds will be made to the person 
whose name appears on the bond registration books of the Trustee as the registered owner 
thereof (the “Owner”), as of the close of business on the 15th day of the month next preceding 
the Interest Payment Date, such interest to be paid by check mailed on each Interest Payment 
Date by first-class mail to such registered owner at her address as it appears on such books, or, 
upon written request received by the Trustee prior to the fifteenth day of the month preceding an 
Interest Payment Date, of an Owner of at least $1,000,000 in aggregate principal amount of 
Bonds, by wire transfer in immediately available funds to an account within the United States 
designated by such Owner.
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Optional Redemption

The Bonds maturing on and after August 1, 2014, are subject to optional 
redemption prior to their stated maturity dates on or after August 1, 2013, as a whole or in part 
on any date, at the option of the Agency, from any source of funds, at the redemption prices set 
forth below, plus accrued interest with respect thereto to the date fixed for redemption.

Date Price
August 1, 2013 to July 31, 2014 102%
August 1, 2014 to July 31, 2015 101%
August 1, 2015 and thereafter 100%

Mandatory Sinking Fund Redemption

The Bonds maturing on August 1, 2029 are subject to mandatory sinking fund 
redemption prior to their stated maturity, in part by lot, on August 1 of each year on and after 
August 1, 2025, from and in the amount of the mandatory sinking account payments due and 
payable on such dates, at a redemption price equal to the sum of the principal amounts thereof 
plus accrued interest thereon to the date fixed for redemption, without premium, in the amounts 
and on the dates set forth below; provided, however, that if some but not all of the Series 2008 
Bonds have been redeemed pursuant to Section 21.01 of the Indenture, the total amount of all 
future Sinking Account payment will be reduced by the aggregate principal amount of Series 
2008 Bonds so redeemed, to be allocated among the Sinking Account payments as are thereafter 
payable on a pro rata basis in integral multiples of $5,000 as determined by the Agency (notice 
of which determination will be given by the Agency to the Trustee):

Redemption Dates
(August 1)

Principal Amount 
Redeemed

2025 $190,000
2026 205,000
2027 220,000
2028 230,000
2029* 245,000

* Final Maturity

The Bonds maturing on August 1, 2033 are subject to mandatory sinking fund 
redemption prior to their stated maturity, in part by lot, on August 1 of each year on and after 
August 1, 2030, from and in the amount of the mandatory sinking account payments due and 
payable on such dates, at a redemption price equal to the sum of the principal amounts thereof 
plus accrued interest thereon to the date fixed for redemption, without premium, in the amounts 
and on the dates set forth below; provided, however, that if some but not all of the Series 2008 
Bonds have been redeemed pursuant to Section 21.01 of the Indenture, the total amount of all 
future Sinking Account payment will be reduced by the aggregate principal amount of Series 
2008 Bonds so redeemed, to be allocated among the Sinking Account payments as are thereafter 



-6-

payable on a pro rata basis in integral multiples of $5,000 as determined by the Agency (notice 
of which determination will be given by the Agency to the Trustee):

Redemption Dates
(August 1)

Principal Amount 
Redeemed

2030 $260,000
2031 275,000
2032 295,000
2033* 315,000

* Final Maturity

The Bonds maturing on August 1, 2038 are subject to mandatory sinking fund 
redemption prior to their stated maturity, in part by lot, on August 1 of each year on and after 
August 1, 2034, from and in the amount of the mandatory sinking account payments due and 
payable on such dates, at a redemption price equal to the sum of the principal amounts thereof 
plus accrued interest thereon to the date fixed for redemption, without premium, in the amounts 
and on the dates set forth below; provided, however, that if some but not all of the Series 2008 
Bonds have been redeemed pursuant to Section 21.01 of the Indenture, the total amount of all 
future Sinking Account payment will be reduced by the aggregate principal amount of Series 
2008 Bonds so redeemed, to be allocated among the Sinking Account payments as are thereafter 
payable on a pro rata basis in integral multiples of $5,000 as determined by the Agency (notice 
of which determination will be given by the Agency to the Trustee):

Redemption Dates
(August 1)

Principal Amount 
Redeemed

2034 $  335,000
2035 355,000
2036 1,525,000
2037 1,625,000
2038* 1,730,000

* Final Maturity

Notice of Redemption

Notice of redemption will be mailed by first class mail by the Trustee, on behalf and at 
the expense of the Agency, not less than 30 nor more than 60 days prior to the redemption date to 
(i) the respective Owners of Bonds designated for redemption at their addresses appearing on the 
bond registration books of the Trustee, (ii) one or more Information Services designated in 
writing to the Trustee by the Agency and (iii) the Securities Depositories.  Each notice of 
redemption will state the date of such notice, the Bonds to be redeemed, the date of issue of such 
Bonds, the redemption date, the redemption price, the place or places of redemption (including 
the name and appropriate address or addresses), the CUSIP number (if any) of the maturity or 
maturities, and, if less than all of any such maturity are to be redeemed, the distinctive certificate 
numbers of the Bonds of such maturity to be redeemed and, in the case of Bonds to be redeemed 
in part only, the respective portions of the principal amount thereof to be redeemed.  Each such 
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notice will also state that on said date there will become due and payable on each of such Bonds 
the redemption price thereof or of said specified portion of the principal amount thereof in the 
case of a Series 2008 Bond to be redeemed in part only, together with interest accrued thereon to 
the redemption date, and that from and after such redemption date interest thereon will cease to 
accrue, and will require that such Bonds be then surrendered at the address or addresses of the 
Trustee specified in the redemption notice.  The failure of any Owner to receive any redemption 
notice mailed to such owner, or any defect in such notice, will not affect the sufficiency of the 
proceedings for the redemption of such Bonds, or the cessation of interest on the date fixed for 
redemption.

Purchase in Lieu of Redemption

In lieu of redemption of any Series 2008 Bond, amounts on deposit in the Tax Increment 
Fund or in the Sinking Account therein may also be used and withdrawn by the Trustee at any 
time, upon the request of the Agency and upon the prior written consent of the Series 2008 Bond 
Insurer, for the purchase of such Bonds at public or private sale as and when and at such prices 
(including brokerage and other charges) as the Agency may in its discretion determine, but not in 
excess of the principal amount thereof plus accrued interest to the purchase date.  The principal 
amount of any Bonds so purchased by the Trustee in any twelve-month period ending 60 days 
prior to any Principal Payment Date in any year will be credited towards and will reduce the 
principal amount of such Bonds required to be redeemed on such Principal Payment Date in such 
year.

SECURITY FOR THE BONDS

Introduction

The Redevelopment Law and the California Constitution provide a method for financing 
and refinancing redevelopment projects based upon an allocation of taxes collected within a 
project area.

As provided in the Redevelopment Plan, as amended, and in the Indenture, and pursuant 
to Section 33670, et seq., of the Redevelopment Law and Section 16 of Article XVI of the 
California Constitution, taxes levied upon taxable property in the Project Area each year by or 
for the benefit of the State, any city, county, city and county or other public corporation (the 
“taxing agencies”) for fiscal years beginning after the effective date of the ordinance adopting 
the Redevelopment Plan for the Project Area will be divided as follows:

1. The portion equal to the amount of taxes produced by the then current tax rate, 
applied to the assessed valuation of such property in the Project Area as shown on the 
applicable base year assessment roll as last equalized prior to the establishment of the 
Project Area will be, when collected, paid into the funds of those respective taxing 
agencies;

2. Except as provided in subparagraph 3 below, that portion of said levied taxes each 
year in excess of such amount, will be allocated to, and when collected, will be paid 
into the Tax Increment Fund of the Agency, to the extent required to pay the principal 
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of and interest on loans advanced to, or indebtedness (whether funded, refunded, 
assumed or otherwise) incurred by the Agency to finance or refinance, in whole or in 
part, the Agency’s redevelopment projects within the Project Area; and

3. That portion of the taxes identified in subparagraph 2 which are attributable to a tax 
rate levied by a taxing agency for the purpose of producing revenues in an amount 
sufficient to make annual repayments of principal of, and the interest on, any bonded 
indebtedness for the acquisition or improvement of real property approved by the 
voters of the taxing agency on or after January 1, 1989, will be allocated to, and when 
collected will be paid into, the fund of the taxing agency.

With respect to the portion of taxes deposited in subparagraph 3 above, no such tax rate 
for voter-approved bonds is being applied in the estimates of Tax Increment Revenues (as 
defined below).

Revenues generated as set forth above and allocated to the Agency are generally referred 
to as gross “tax increment revenues.”  The net Tax Increment Revenues (as defined below) 
which secure the Bonds are a portion of such gross tax increment revenues.  County 
administration fees are deducted from gross tax increment revenues before distribution of any tax 
increment revenues to the Agency.  See “FACTORS AFFECTING TAX ALLOCATION 
FINANCING – Tax Collection Fees” below.

The pledged Tax Increment Revenues are defined in the Indenture to mean, for each 
Bond Year, beginning in the Bond Year in which the Series 2008 Bonds are issued, the money 
allocated or paid to the Agency derived from (a) that portion of taxes levied upon assessable 
property within the Project Area allocated to the Agency pursuant to Article 6 of Chapter 6 of the 
Redevelopment Law, Section 16 of Article XVI of the Constitution of the State of California, 
and the Redevelopment Plan (exclusive of (i) amounts, if any, received by the Agency with 
respect to personal property within the Project Area pursuant to Section 16111 of the 
Government Code, and (ii) amounts payable by the Agency pursuant to the statutory Pass-
Through Obligations of the Agency in accordance with Section 33607.5 of the Redevelopment 
Law except to the extent such payments are subordinate to the payment of Annual Debt Service), 
and (b) reimbursements, subventions, or other payments made by the State of California with 
respect to any property taxes that would otherwise be due on real or personal property but for an 
exemption of such property from such taxes; and including that portion of such taxes (if any) 
otherwise required by Section 33334.2 of the Redevelopment Law to be deposited in the Low 
and Moderate Income Housing Fund, but only to the extent necessary to repay that portion of the 
proceeds of the Bonds, the Series 2002 Bonds or the Series 2005 Bonds (including applicable 
reserves, financing costs and required debt service coverage) used to increase or improve the 
supply of low and moderate income housing within or of benefit to the Project Area, and 
excluding all other amounts of such taxes required to be deposited into the Low and Moderate 
Income Housing Fund.  See “FACTORS AFFECTING TAX ALLOCATION FINANCING –
Low-and-Moderate Income Housing Fund.”

All the Tax Increment Revenues and all money in the funds or accounts so specified and 
provided for in the Indenture (except for the Rebate Fund and the Expense Fund), whether held 
by the Agency or the Trustee, are irrevocably pledged to the punctual payment of the interest on 
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and principal of and redemption premiums, if any, on the Bonds, the Series 2002 Bonds and 
Series 2005 Bonds, and the Tax Increment Revenues and such other money will not be used for 
any other purpose while any of the Bonds, the Series 2002 Bonds or the Series 2005 Bonds 
remain Outstanding.  This pledge will constitute a first lien on the Tax Increment Revenues and 
such other money for the payment of the Bonds on parity with the Series 2002 Bonds and the 
Series 2005 Bonds in accordance with the terms of the Indenture.  See “APPENDIX A:  
SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE – Pledge of Tax Increment 
Revenues.”

THE BONDS ARE SPECIAL OBLIGATIONS OF THE AGENCY AND AS SUCH 
ARE NOT A DEBT OF THE CITY, THE STATE, OR ANY OF ITS POLITICAL 
SUBDIVISIONS AND NEITHER THE CITY, STATE, NOR ANY OF ITS POLITICAL 
SUBDIVISIONS IS LIABLE FOR THE PAYMENT THEREOF.  IN NO EVENT WILL
THE BONDS BE PAYABLE OUT OF ANY FUNDS OR PROPERTIES OTHER THAN 
THOSE OF THE AGENCY SET FORTH IN THE INDENTURE.  THE BONDS DO NOT 
CONSTITUTE AN INDEBTEDNESS WITHIN THE MEANING OF ANY 
CONSTITUTIONAL OR STATUTORY DEBT LIMIT OR RESTRICTION.

Summary of Tax Increment Pledge

The Series 2008 Bonds will be secured by a pledge of Tax Increment Revenues, as 
defined above (which, by definition, do not include the 20% Housing Set Aside), net of the 
County’s administration fee.  The AB 1290 revenue sharing (or, alternatively, “pass-through”) 
payments have been subordinated to the Series 2008 Bonds, Series 2005 Bonds and Series 2002 
Bonds debt service.  See “FACTORS AFFECTING TAX ALLOCATION FINANCING –
AB 1290, AB 1342 and SB 211” below.  Based on current revenues and the subordination of the 
revenue sharing payments, average debt service coverage on the Bonds is expected to be 
approximately 135% annually, assuming no growth in assessed value.

Outstanding Debt

The Agency issued $5,585,000 of its Lafayette Redevelopment Project Tax Allocation 
Bonds, Series 2002 pursuant to the Original Indenture on August 20, 2002.  In addition, the 
Agency issued $11,680,000 of its Lafayette Redevelopment Project Tax Allocation Bonds, 
Series 2005 pursuant to the First Supplemental Indenture, supplementing and amending the 
Original Indenture, on November 9, 2005.  The Series 2002 Bonds remain outstanding in the 
amount of $5,460,000, and the Series 2005 Bonds remain outstanding in the amount of 
$11,600,000.  Both prior series of bonds are secured on a parity basis with the Series 2008 
Bonds.

Flow of Funds

There is established a Tax Increment Fund, known as the “Tax Increment Fund”, held by 
the Trustee.  The Agency will transfer all of the Tax Increment Revenues received in any Bond 
Year to the Trustee for deposit in the Tax Increment Fund promptly upon receipt thereof by the 
Agency; provided that the Agency will not be obligated to deposit in the Tax Increment Fund in 
any Bond Year an amount of Tax Increment Revenues which, together with other available 
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amounts in the Tax Increment Fund, exceeds the amounts required to be transferred to the 
Trustee for deposit in the Interest Account, Principal Account, Term Bonds Sinking Account and 
the Reserve Account in such Bond Year.  Any Tax Increment Revenues received during such 
Bond Year at such time during such Bond Year as the amounts on deposit in the Tax Increment 
Fund equal the aggregate amounts required to be transferred to the Trustee for deposit into the 
Interest Account, the Principal Account, the Term Bonds Sinking Account and the Reserve 
Account in such Bond Year, will be released from the pledge and lien of the Indenture and may 
be used for any lawful purposes of the Agency.

All Tax Increment Revenues and any other amounts at any time paid by the Agency and 
designated in writing for deposit in the Tax Increment Fund will be held by the Trustee solely for 
the uses and purposes set forth hereinafter.  So long as any of the Bonds, the Series 2002 Bonds 
or the Series 2005 Bonds are Outstanding, the Agency will not have any beneficial right or 
interest in the Tax Increment Revenues, except only as provided in the Indenture, and such 
moneys will be used and applied as hereafter set forth.

Moneys in the Tax Increment Fund will be transferred by the Trustee in the following 
amounts at the following times, for deposit by the Trustee in the following respective special 
accounts in the following order of priority which special accounts are created to be held in trust 
by the Trustee:

(a) Interest Account.  Five (5) days prior to each Interest Payment Date, the 
Trustee will withdraw from the Tax Increment Fund and deposit in the Interest Account an 
amount which, when added to the amount contained in the Interest Account on that date, will be 
equal to the aggregate amount of the interest becoming due and payable on the outstanding 
Series 2008 Bonds, Series 2005 Bonds and Series 2002 Bonds (the “Outstanding Bonds”) on 
such Interest Payment Date.  No such deposit need be made to the Interest Account if the amount 
contained therein is at least equal to the interest to become due on the next succeeding Interest 
Payment Date.  The Trustee will also deposit in the Interest Account any other amounts received 
by it from the Agency designated by the Agency in writing for deposit in the Interest Account.  
All moneys in the Interest Account will be used and withdrawn by the Trustee solely for the 
purpose of paying the interest on the Outstanding Bonds as it will become due and payable 
(including accrued interest on any Outstanding Bonds purchased or redeemed prior to maturity 
pursuant to the Indenture).

(b) Principal Account.  Five (5) days prior to each Principal Payment Date, the 
Trustee will withdraw from the Tax Increment Fund and deposit in the Principal Account an 
amount which, when added to the amount then contained in the Principal Account, will be equal 
to the principal becoming due and payable on the Outstanding Bonds on such Principal Payment 
Date.  No such deposit need be made to the Principal Account if the amount contained therein is 
at least equal to the principal to become due on the next succeeding Principal Payment Date.  
The Trustee will also deposit in the Principal Account any other amounts received by it from the 
Agency designated by the Agency in writing for deposit in the Principal Account.  All moneys in 
the Principal Account will be used and withdrawn by the Trustee solely for the purpose of paying 
the principal on the Bonds as it will become due and payable.
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(c) Term Bonds Sinking Account.  On the Business Day preceding any date on 
which Term Bonds are to be redeemed, the Trustee will withdraw from the Tax Increment Fund 
and deposit in the Term Bonds Sinking Account an amount required to pay the principal of and 
premium, if any, on the Term Bonds to be redeemed on such date, taking into account any funds 
then on deposit in the Term Bonds Sinking Account.  The Trustee will also deposit in the Term 
Bonds Sinking Account any other amounts received by it from the Agency designated by the 
Agency in writing to be deposited in the Term Bonds Sinking Account.  All moneys in the Term 
Bonds Sinking Account will be used and withdrawn by the Trustee solely for the purpose of 
paying the principal of and premium, if any, on the Term Bonds to be redeemed on the 
respective dates set for such redemption.

(d) Reserve Account.  The Reserve Account is established and will be held by the 
Trustee solely for the benefit of the owners of the Bonds.

On each Interest Payment Date, the Trustee will withdraw from the Tax Increment Fund
and deposit in the Reserve Account an amount of money that will be required to maintain in the 
Reserve Account an amount equal to the Reserve Account Requirement.  No such deposit need 
be made to the Reserve Account so long as there will be on deposit therein an amount at least 
equal to the Reserve Account Requirement.  The term “Reserve Account Requirement” means, 
with respect to the Bonds, as of any calculation date, an amount equal to the Maximum Annual 
Debt Service on the Bonds, less a principal amount of term bonds of any maturity, the proceeds 
of which were initially deposited into an escrow fund (to be held by the Trustee) equal, at any 
point in time, to the deposit in such escrow fund; provided, that the Reserve Account 
Requirement may not be adjusted because of any such deposit into an escrow fund unless as a 
condition to and following any release of moneys from such escrow fund, the Reserve Account 
Requirement has been satisfied.  Subject to certain conditions set forth in the Indenture, the 
Reserve Account Requirement described above may be satisfied in whole or in part by 
depositing a letter of credit, an insurance policy or surety bond with the Trustee.  See 
“APPENDIX A: SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE” herein.

All money in the Reserve Account will be used and withdrawn by the Trustee solely for 
the purpose of making transfers to the Interest Account and the Principal Account and the Term 
Bonds Sinking Account, in such order, in the event of any deficiency at any time in any of such
accounts with respect to amounts due on the Outstanding Bonds or for the retirement of all of the 
Outstanding Bonds, except that so long as the Agency is not in default hereunder, any amount in 
the Reserve Account in excess of any amount equal to the Reserve Account Requirement may, at 
the written Request of the Agency, be withdrawn from the Reserve Account by the Trustee on 
the Business Day succeeding each February 1 and August 1 and deposited in the Surplus 
Account.  All amounts in the Reserve Account on the day preceding the final Principal Payment 
Date will be withdrawn from the Reserve Account and transferred to the Interest Account, the 
Principal Account and the Term Bonds Sinking Account, in such order, to the extent required to 
make the deposits then required to be made with respect to amounts due on the Outstanding 
Bonds.

(e) Redemption Account.  On the Business Day preceding any date on which 
Outstanding Bonds are to be redeemed pursuant to the provisions of the Indenture, the Trustee 
will withdraw from the Tax Increment Fund and deposit in the Redemption Account an amount 
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required to pay the principal of and premium, if any, on the Outstanding Bonds to be redeemed 
on such date taking into account any funds then on deposit in the Redemption Account. The 
Trustee will also deposit in the Redemption Account any other amounts received by it from the 
Agency designated by the Agency in writing to be deposited in the Redemption Account.  All 
moneys in the Redemption Account will be used and withdrawn by the Trustee solely for the 
purpose of paying the principal of and premium, if any, on the bonds to be redeemed on the 
respective dates set for such redemption.

(f) Surplus.  Except as may be otherwise provided in any Additional Bonds, the 
Agency will not be obligated to transfer to the Trustee for deposit in the Tax Increment Fund in 
any Bond Year an amount of Tax Increment Revenues which, together with other available 
amounts in the Tax Increment Fund, exceeds the amounts required in such Bond Year.  In the 
event that for any reason whatsoever any amounts will remain on deposit in the Tax Increment 
Fund on any August 2 after making all of the transfers theretofore required to be made pursuant 
to the preceding clauses (a), (b) and (c) and pursuant to any Additional Bonds, the Trustee will
withdraw such amounts from the Tax Increment Fund and transfer such amounts to the Agency, 
to be used for any lawful purposes of the Agency.

Issuance of Parity Debt

In addition to the Bonds, the Series 2002 Bonds and the Series 2005 Bonds, the Agency 
may, by Supplemental Indenture, issue or incur other loans, advances or indebtedness payable 
from Tax Increment Revenues on a parity with the Bonds, the Series 2002 Bonds and the Series 
2005 Bonds to finance projects pursuant to the Redevelopment Law in such principal amount as 
will be determined by the Agency.  The Agency may issue and deliver any such Additional 
Bonds subject to the following specific conditions, as set forth in the Indenture, which are 
conditions precedent to the issuance and delivery of such Additional Bonds (the “Additional 
Bonds”):

(a) The Agency will be in compliance with all covenants set forth in the 
Indenture.

(b) The Tax Increment Revenues for the then current Fiscal Year, based on a 
property tax rate of one percent (1%) on assessed valuation of property in the Project Area, as 
evidenced in (a) a written document from an appropriate official of Contra Costa County; or (b) 
an Independent Fiscal Consultant’s certificate, based on the assessed valuation records of Contra 
Costa County, be at least equal to one hundred thirty-five percent (135%) of Maximum Annual 
Debt Service on all bonds and Additional Bonds which will be Outstanding following the 
issuance of such series of Additional Bonds, provided, however, that such test need not be met 
with respect to the issuance of Additional Bonds the proceeds of which are to be used to refund 
any other series of bonds if, following the issuance of any such refunding Additional Bonds, the 
annual debt service with respect to such refunding Additional Bonds during each Bond Year will
be equal to or less than debt service with respect to the bonds refunded by such refunding 
Additional Bonds and the period for which the Agency will be obligated to pay such debt service 
will not extend beyond the term of the refunded bonds.
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(c) The Supplemental Indenture providing for the issuance of such Additional 
Bonds will provide that:

(1) The purpose for which such Additional Bonds are to be issued and 
the fund or funds into which the proceeds thereof are to be deposited, including a provision 
requiring the proceeds of such Additional Bonds to be applied solely for (i) the purpose of aiding 
in financing the Project, including payment of all costs incidental to or connected with such 
financing, and/or (ii) the purpose of refunding any bonds, including payment of all costs 
incidental to or connected with such refunding;

(2) The authorized principal amount of such Additional Bonds;

(3) The date and the maturity date or dates of such Additional Bonds; 
provided that (i) Principal Payment Dates and Term Bonds Sinking Account Payment Dates may 
occur only on Interest Payment Dates, (ii) all such Additional Bonds of like maturity will be 
identical in all respects, except as to number, and (iii) fixed serial maturities or mandatory Term 
Bonds Sinking Account Installments, or any combination thereof, will be established to provide 
for the retirement of all such Additional Bonds on or before their respective maturity dates;

(4) The Interest Payment Dates for such Additional Bonds; provided 
that Interest Payment Dates will be on the same semiannual dates as the Interest Payment Dates 
for the Series 2008 Bonds;

(5) The denomination and method of numbering of such Additional 
Bonds;

(6) The redemption premiums, if any, and the redemption terms, if 
any, for such Additional Bonds; 

(7) The amount and due date of each mandatory Term Bonds Sinking 
Account Installment, if any, for such Additional Bonds;

(8) The amount, if any, to be deposited from the proceeds of such 
Additional Bonds in the Interest Account;

(9) The amount, if any, to be deposited from the proceeds of such 
Additional Bonds in the Reserve Account; provided that the amount deposited in or credited to 
such Reserve Account will be increased at or prior to the time such Additional Bonds become 
Outstanding to an amount at least equal to the Reserve Account Requirement on all then 
Outstanding Bonds and such Additional Bonds, and that an amount at least equal to the Reserve 
Account Requirement on all Outstanding Bonds will thereafter be maintained in or credited to 
such Reserve Account;

(10) The form of such Additional Bonds; and

(11) Such other provisions, as are necessary or appropriate and not 
inconsistent with the Indenture.
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For the purposes of the calculation of the coverage requirements set forth above with 
respect to the issuance of Additional Bonds, Outstanding Bonds and Additional Bonds will not 
include any bonds the proceeds of which are deposited in an escrow fund held by the Trustee, 
provided that the Supplemental Indenture authorizing the issuance of such Additional Bonds 
provides that:

(a) Such proceeds be deposited or invested in Federal Securities or in an 
Investment Agreement with a financial institution rated Aa or better by S&P’s, at a rate of 
interest which, together with amounts made available by the Agency from bond proceeds or 
otherwise, is at least sufficient to pay Annual Debt Service on the bonds the proceeds of which 
are to be deposited in the escrow fund held by the Trustee;

(b) Moneys may be transferred from said escrow fund only if Tax Increment 
Revenues for the then current Fiscal Year will be at least equal to one hundred thirty-five percent 
(135%) of Maximum Annual Debt Service on all Outstanding Bonds and such Additional Bonds 
and any unsubordinated loans, indebtedness or other obligations payable from tax increment 
revenue allocable to the Agency pursuant to Section 33670 of the Law (exclusive of disqualified 
Bonds described in Section 8.02 of the Indenture), less a principal amount of Bonds which is 
equal to moneys on deposit in said escrow fund after each such transfer; and

(c) Additional Bonds will be redeemed from moneys remaining on deposit in said 
escrow fund at the expiration of a specified escrow period in such manner as may be determined 
by the Agency.

Additionally, only after the Effective Date (which is the date that no Series 2002 Bonds 
remain Outstanding or of receipt of consent of the bond insurer for the Series 2005 Bonds and 
100% of the holders of the Series 2002 Bonds), the Agency, at any time and from time to time, 
provide for the issuance of Additional Bonds, pursuant to the provisions of the Indenture 
described above in this subsection, that are Hedged Bonds, provided that such Hedged Bonds 
and Supplemental Indenture providing for the issuance thereof satisfy the following additional 
requirements:

(a) The aggregate amount of such Hedged Bonds outstanding does not at any time 
exceed forty percent (40%) of all outstanding Parity Obligations, provided, however, to the 
extent that such Hedged Bonds in excess of forty percent (40%) of all outstanding Parity 
Obligations is secured with a financial guaranty insurance policy from a monoline municipal 
bond insurance company whose claims paying ability is rated at least “A” by S&P and “A2” by 
Moody’s, then this clause (a) will not apply;

(b) Concurrent with the issuance of such Hedged Bonds, the Agency will issue or 
enter into an obligation or commitment which is a Qualified Swap Agreement, the Net Payments 
under which will constitute Parity Obligations, provided (i) the Qualified Swap Agreement will
relate to a principal amount of Outstanding Parity Obligations specified by an Authorized 
Agency Representative; and (ii) the notional amount of the Qualified Swap Agreement will not 
exceed the principal amount of the related Parity Obligations;
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(c) The flow of funds under the Indenture will be amended to reflect that amounts 
payable to the counterparty from the Agency, including Agency Swap Payments, and amounts 
payable to the Agency from the counterparty under the Qualified Swap Agreement, including 
Net Payments, if any, with respect to such Hedged Bonds will pass through the Tax Increment 
Fund, and not be paid directly by the Agency to such counterparty or to the Agency by such 
counterparty; and

(d) The Agency’s obligation to pay any Termination Payments in connection with 
such Hedged Bonds is expressly subordinate to the pledge of Tax Increment Revenues to secure 
the obligation to pay Annual Debt Service and any other payments due in connection with Parity 
Obligations hereunder.

For additional conditions relating to the issuance of Hedged Bonds, including the 
definitions of the capitalized terms used above, see “APPENDIX A — SUMMARY OF 
CERTAIN PROVISIONS OF THE INDENTURE — Definitions” and “— Amendments to Take 
Effect on the Effective Date Only”.

Issuance of Subordinate Debt

In addition to the Bonds, the Series 2002 Bonds and the Series 2005 Bonds, the Agency 
may incur subordinate debt in such principal amount as will be determined by the Agency 
secured by a lien and charge on Tax Increment Revenues junior to that of the Bonds.

See “APPENDIX A: SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE 
– Additional Bonds”.

FACTORS AFFECTING TAX ALLOCATION FINANCING

Property Tax Rate and Appropriation Limitations

Article XIIIA of the California Constitution

California voters, on June 6, 1978, approved an amendment (commonly known as both 
Proposition 13 and the Jarvis-Gann Initiative) to the California Constitution.  This amendment, 
which added Article XIIIA to the California Constitution, among other things affects the 
valuation of real property for the purpose of taxation in that it defines the full cash property value 
to mean “the county assessor’s valuation of real property as shown on the 1975-76 tax bill under 
‘full cash value’, or thereafter, the appraised value of real property when purchased, newly 
constructed, or a change in ownership has occurred after the 1975 assessment.”  The full cash 
value may be adjusted annually to reflect inflation at a rate not to exceed 2 percent per year, a 
reduction in the consumer price index or comparable local data, or declining property value 
caused by damage, destruction or other factors including a general economic downturn.  The 
amendment further limits the amount of any ad valorem tax on real property to one percent of the 
full cash value except that additional taxes may be levied to pay debt service on indebtedness 
approved by the voters prior to July 1, 1978, and bonded indebtedness for the acquisition or 
improvement of real property approved on or after July 1, 1978 by two-thirds of the votes cast by 
the voters voting on the proposition.  
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In the general election held November 4, 1986, voters of the State of California approved 
two measures, Propositions 58 and 60, which further amend Article XIIIA.  Proposition 58 
amends Article XIIIA to provide that the terms “purchased” and “change of ownership,” for 
purposes of determining full cash value of property under Article XIIIA, do not include the 
purchase or transfer of (1) real property between spouses and (2) the principal residence and the 
first $1,000,000 of other property between parents and children.

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

Challenges to Article XIIIA. On September 22, 1978, the California Supreme Court 
upheld the amendment over challenges on several state and federal constitutional grounds 
(Amador Valley Joint Union High School District v. State Board of Equalization).  The Court 
reserved certain constitutional issues and the validity of legislation implementing the amendment 
for future determination in proper cases.  Since 1978, several cases have been decided 
interpreting various provisions of Article XIIIA; however, none of them have questioned the 
ability of redevelopment agencies to use tax allocation financing.  The United States Supreme 
Court upheld the validity of the assessment procedures of Article XIIIA in Nordlinger v. Hahn.

The Agency cannot predict whether there will be any future challenges to California’s 
present system of property tax assessment and cannot evaluate the ultimate effect on the 
Agency’s receipt of Tax Increment Revenues should a future decision hold unconstitutional the 
method of assessing property.

Implementing Legislation. Legislation enacted by the California Legislature to 
implement Article XIIIA provides that all taxable property is shown at full assessed value as 
described above. In conformity with this procedure, all taxable property value included in this 
Official Statement (except as noted) is shown at 100 percent of assessed value and all general tax 
rates reflect the $1 per $100 of taxable value. Tax rates for voter approved bonded indebtedness 
and pension liability are also applied to 100 percent of assessed value.

Future assessed valuation growth allowed under Article XIIIA (new construction, change 
of ownership, 2 percent annual value growth) will be allocated on the basis of “situs” among the 
jurisdictions that serve the tax rate area within which the growth occurs, except for certain utility 
property assessed by the State Board of Equalization.  Local agencies and school districts will 
share the growth of “base” revenue from the tax rate area.  Each year’s growth allocation 
becomes part of each agency’s allocation the following year.  The Agency is unable to predict 
the nature or magnitude of future revenue sources which may be provided by the State of 
California to replace lost property tax revenues.  Article XIIIA effectively prohibits the levying 
of any other ad valorem property tax above the 1 percent limit except for taxes to support 
indebtedness approved by the voters as described above.

Litigation Relating to Property Assessments.  On December 27, 2001, the Orange County 
Superior Court, in the case of County of Orange v. Orange County Assessment Appeals Board 
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No. 3, case no. 00CC03385, ruled that where a home’s market value did not increase for two 
years due to a flat real estate market, the Orange County assessor violated the provision of 
Article XIIIA limiting the annual inflation adjustment to two percent when the assessor tried to 
“recapture” the tax value of the property by increasing its assessed value by approximately four 
percent in a single year.  The assessors in most California Counties, including Contra Costa 
County, use a similar methodology in raising the taxable values of property beyond two percent 
in a single year, and the State Board of Equalization has approved this methodology for 
increasing assessed values in similar circumstances.  The Orange County Superior Court has not 
ruled on a motion to restate the complaint as a class action, which could have the effect of 
extending this ruling to other similar cases. The County of Orange Board of Supervisors has 
voted not to challenge the minute order, but has authorized the Assessor, if he chooses to appeal, 
to hire his own counsel.  Subsequently, the Board of Supervisors authorized the Treasurer-Tax 
Collector and the Auditor-Controller to each hire counsel to advise them on matters related to 
this case.  The Agency is unable to predict the outcome of this litigation and what effect, if any, 
it might have on assessed values in the Project Area and on the Agency’s property tax revenues.

Article XIIIB of the California Constitution

On November 6, 1979, California voters approved Proposition 4, known as the 
Gann-Initiative, which added Article XIIIB to the California Constitution.  Propositions 98 and 
111, approved by the California voters in 1988 and 1990, respectively, substantially modify 
Article XIIIB.  The principal effect of Article XIIIB is to limit the annual appropriations of the 
State and any city, county, school district, authority, or other political subdivision of the State to 
the level of appropriations for the prior Fiscal Year, as adjusted for changes in the cost of living 
and population.  The initial version of Article XIIIB provided that the “base year” for 
establishing an appropriations limit was the 1978-79 Fiscal Year, which was then adjusted 
annually to reflect changes in population, consumer prices and certain increases in the cost of 
services provided by these public agencies.  Proposition 111 revised the method for making 
annual adjustments to the appropriations limit by redefining changes in the cost of living and in 
population.  It also required that beginning in Fiscal Year 1990-91, each appropriations limit 
must be recalculated using the actual 1986-87 appropriations limit and making the applicable 
annual adjustments as if the provisions of Proposition 111 had been in effect.

Appropriations subject to limitation of a local government under Article XIIIB generally 
include any authorization to expend during a Fiscal Year the proceeds of taxes levied by or for 
that entity and the proceeds of certain State subventions to that entity, exclusive of refunds of 
taxes.  Proceeds of taxes include, but are not limited to, all tax revenues plus the proceeds to an 
entity of government from (1) regulatory licenses, user charges and user fees (but only to the 
extent such proceeds exceed the cost of providing the service or regulation), (2) the investment 
of tax revenues, and (3) certain subventions received from the State.

As amended by Proposition 111, Article XIIIB provides for testing of appropriations 
limits over consecutive two-year periods.  If an entity’s revenues in any two-year period exceed 
the amounts permitted to be spent over such period, the excess has to be returned by revising tax 
rates or fee schedules over the subsequent two years.  As amended by Proposition 98, 
Article XIIIB provides for the payment of a portion of any excess revenues to a fund established 
to assist in financing certain school needs.
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Effective September 30, 1980, the California Legislature added Section 33678 to the 
Redevelopment Law which provides that the allocation of taxes to a redevelopment agency for 
the purpose of paying principal of, or interest on, loans, advances, or indebtedness will not be 
deemed the receipt by such agency of proceeds of taxes levied by or on behalf of such agency 
within the meaning of Article XIIIB, nor will such portion of taxes be deemed receipt of the 
proceeds of taxes by, or an appropriation subject to the limitation of, any other public body 
within the meaning or for the purpose of the Constitution and laws of the State, including Section 
33678.  The constitutionality of Section 33678 has been upheld in two California appellate court 
decisions, Brown v. Community Redevelopment Agency of the City of Santa Ana and Bell 
Community Redevelopment Agency v. Woosley. The plaintiff in Brown v. Community 
Redevelopment Agency of the City of Santa Ana petitioned the California Supreme Court for a 
hearing of this case.  The California Supreme Court formally denied the petition and therefore 
the earlier court decisions are now final and binding.  

Articles XIIIC and XIIID of the California Constitution

On November 5, 1996, California voters approved Proposition 218 – Voter Approval for 
Local Government Taxes – Limitation on Fees, Assessments, and Charges – Initiative 
Constitutional Amendment adding Articles XIIIC and XIIID to the California Constitution.  Tax 
Increment Revenues securing the Agency’s obligations to make the Agency Payments are 
derived from property taxes, which are outside the scope of taxes, assessments and property-
related fees and charges which were limited by Proposition 218.

Proposition 87

On November 8, 1988, the voters of the State approved Proposition 87, which amended 
Article XVI, Section 16 of the California Constitution to provide that property tax revenue 
attributable to the imposition of taxes on property within a redevelopment project area for the 
purpose of paying debt service on bonded indebtedness approved by the voters of the taxing 
entity after January 1, 1989, will be allocated to the taxing entity and not to the redevelopment 
agency.

Property Tax Collection Procedure

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

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

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

Penalties. A 10 percent penalty is added to delinquent taxes which have been levied with 
respect to property on the secured roll.  In addition, property on the secured roll on which taxes 
are delinquent is declared in default on or about June 30 of the fiscal year.  Such property may 
thereafter be redeemed by payment of the delinquent taxes and a delinquency penalty, plus a 
redemption penalty of 1.5 percent per month to the time of redemption and a $15 Redemption 
Fee.  If taxes are unpaid for a period of five years or more, the property is recorded in a “Power 
to Sell” status and is subject to sale by the county tax collector.  A 10 percent penalty also 
applies to the delinquent taxes on property on the unsecured roll, and further, an additional 
penalty of 1-1/2 percent per month accrues with respect to such taxes beginning the first day of 
the third month following the delinquency date.

Delinquencies. The valuation of property is determined as of January 1 each year and 
equal installments of taxes levied upon secured property become delinquent on the following 
December 10 and April 10.  Taxes on unsecured property are due January 1.  Unsecured taxes 
enrolled by July 31, if unpaid, are delinquent August 31 at 5:00 p.m. and are subject to penalty; 
unsecured taxes added to the roll after July 31, if unpaid, are delinquent on the last day of the 
month succeeding the month of enrollment.

Supplemental Assessments. A bill enacted in 1983, SB 813 (Statutes of 1983, 
Chapter 498), provides for the supplemental assessment and taxation of property as of the 
occurrence of a change in ownership or completion of new construction after the January 1st lien 
date.  The statute may provide increased revenue to redevelopment agencies to the extent that 
supplemental assessments as a result of new construction or changes of ownership occur within 
the boundaries of redevelopment projects subsequent to the lien date.  To the extent such 
supplemental assessments occur within the Project Area, Tax Increment Revenues may increase. 
See “THE LAFAYETTE REDEVELOPMENT PROJECT AREA”.  The projections of Tax 
Increment Revenues set forth herein do not include revenues from supplemental assessments.

County of Contra Costa Tax Loss Reserve Fund (Teeter Plan)

As required by State law, the City utilizes the services of the County for the assessment 
and collection of taxes for City purposes.  City taxes are collected at the same time and on the 
same tax rolls as are County, school district, and other special district taxes. The County has 
adopted the Alternative Method of Distribution of Tax Levies and Collections and of Tax Sale 
Proceeds (the “Teeter Plan”), as provided for in Section 4701 et seq. of the California Revenue 
and Taxation Code.  See “—Tax Rates, Levies, Collections and Delinquencies” below.  Under 
the Teeter Plan, the County maintains a County Tax Loss Reserve Fund for the purpose of 
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paying each taxing entity 100% of the amounts of secured taxes levied (including tax 
increments) and assessments (created pursuant to the Improvements Act of 1915) posted in the 
tax bill.

The Contra Costa County Auditor-Controller reports that, to date, the Tax Loss Reserve 
Fund has proved adequate to meet all tax and special assessment delinquencies.  There can be no 
guarantee, however, that the County Tax Loss Reserve Fund will continue to be sufficient to 
meet such delinquencies in the future.  The balance in the County Tax Loss Reserve Fund as of 
June 30, 2008, as calculated by the Contra Costa County Auditor-Controller is $46,366,431.29.

The County has the power to unilaterally discontinue the Teeter Plan on a county-wide 
basis with respect to one or more categories, including general taxes, special taxes or special 
assessment installments.  The Teeter Plan may also be discontinued by petition of two-thirds 
(2/3) of the participant taxing agencies.

Tax Collection Fees

County Auditors are authorized by state law to determine property tax administration 
costs proportionately attributable to local jurisdictions, including redevelopment agencies. These 
charges to the Agency for fiscal year 2007-08 were approximately $29,000.  The County deducts 
these charges from gross tax increment revenues before distributing any tax increment revenues 
to the Agency.  As a result, the amount of this charge in each year will not be available to pay 
debt service on the Bonds.

Unitary Property

AB 2890 (Statutes of 1986, Chapter 1457) provides that, commencing with the 1988-89 
Fiscal Year, assessed value derived from State-assessed unitary property county-wide is to be 
allocated as follows:  (1) each tax rate area will receive the same amount from each assessed 
utility received in the previous Fiscal Year unless the applicable county-wide values are 
insufficient to do so, in which case values will be allocated to each tax rate area on a pro-rata 
basis; and (2) if values to be allocated are greater than in the previous Fiscal Year, each tax rate 
area will receive a pro-rata share of the increase from each assessed utility according to a 
specified formula.  Additionally, the lien date on State-assessed property was changed from 
March 1 to January 1.

AB 454 (Statutes of 1987, Chapter 921) further modifies Chapter 1457 regarding the 
distribution of tax revenues derived from property assessed by the State Board of Equalization.  
Chapter 921 provides for the consolidation of operating unitary State-assessed property, except 
for regulated railroad property, into a single tax rate area in each county.  Chapter 921 further 
provides for a new method of establishing tax rates on State-assessed property and distribution of 
property tax revenues derived from State-assessed property to taxing jurisdictions within each 
county in accordance with a new formula.  Railroads will continue to be assessed and revenues 
allocated to all tax rate areas where railroad property is sited.

The intent of Chapters 1457 and 921 is to provide redevelopment agencies with their 
appropriate share of revenue generated from the property assessed by the State Board of 
Equalization.  Representatives of the County Auditor-Controller’s office implemented the 
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procedures specified in Chapter 921 for redevelopment agencies for 1988-89 and subsequent 
Fiscal Years.

AB 454 (Statutes of 1987, Chapter 921) provided that revenues derived from Unitary 
Property, commencing with the 1988-89 fiscal year, will be allocated as follows:  (1) for 
revenues generated from the one percent tax rate, (a) each jurisdiction, including project areas, 
will receive a percentage up to 102 percent of its prior year State-assessed unitary revenue; and 
(b) if countywide revenues generated from Unitary Property are greater than 102 percent of the 
previous year’s unitary revenues, each jurisdiction will receive a percentage share of the excess 
unitary revenues by a specified formula; and (2) for revenue generated from the application of 
the debt service tax rate to county-wide unitary taxable value, each jurisdiction will receive a 
percentage share of revenue based on the jurisdiction’s annual debt service requirements and the 
percentage of property taxes received by each jurisdiction from unitary property taxes.  This 
provision applies to all Unitary Property except railroads whose valuation will continue to be 
allocated to individual tax rate areas.

The provisions of AB 454 do not constitute an elimination of the assessment of any 
State-assessed properties nor a revision of the method of assessing utilities by the State Board of 
Equalization.  Generally, AB 454 allows valuation growth or decline of Unitary Property to be 
shared by all jurisdictions in a county. The Agency’s annual apportionment of Unitary Property 
tax revenues is negligible.

Litigation contesting the SBOE’s procedures in determining the valuation of the seven 
largest utilities in the State has resulted in a stipulation between the SBOE and the utilities.  
According to the terms of the settlement, the valuations of the seven largest utilities declined by 
a total of 10.5%, and were phased in over a three year period.

State Board of Equalization and Property Assessment Practices

On December 10, 1998, the SBOE approved revisions to its guidelines regarding the 
valuation of intangible business and commercial property for property tax purposes.  The SBOE 
approved these revisions over the strong objections of the California Assessors Association 
(“CAA”), an organization representing all 58 County Assessors in California.  Prior to 
modification of the revised guidelines, SBOE staff estimated a Statewide loss of $2.23 billion in 
property tax revenues.  After modification of the revised guidelines, SBOE staff revised its 
estimated loss to $4.36 million Statewide.  However, the CAA has indicated in a media release 
dated December 10, 1998 that it does not believe that the modification to the revised guidelines
will minimize the Statewide loss of property tax revenues to the extent claimed by SBOE staff.

The Agency is not able to predict, at this time, whether the revised SBOE guidelines will 
cause any reduction in its Tax Increment Revenues.  However, the Agency does not believe that 
the SBOE’s adoption of the revised guidelines will affect its ability to pay debt service on the 
Bonds. 

Future Initiatives

Article XIIIA, Article XIIIB and certain other propositions affecting property tax levies 
were each adopted as measures which qualified for the ballot pursuant to California’s initiative 
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process.  From time to time other initiative measures could be adopted, further affecting Agency 
revenues or the Agency’s ability to expend revenues.

Special Subventions

Special subventions constitute an important source of revenues to many redevelopment 
agencies across the State.  However, currently the Agency is not entitled to receive any special 
subventions from the State, and existing law generally precludes the pledging of subventions as 
security for bonds.

Certification of Agency Indebtedness

Section 33675 of the Redevelopment Law requires a redevelopment agency to file with 
the Auditor a statement of indebtedness certified by the chief fiscal officer of the Agency for 
each redevelopment project that receives Tax Increment Revenues not later than the first day of 
October of each year.  The statement of indebtedness is required to contain the date on which any 
bonds were delivered, the principal amount, term, purpose and interest rate of such bonds and the 
outstanding balance and amount due on such bonds.  Similar information must be given for each 
loan, advance or indebtedness that the agency has incurred or entered into to be payable from tax 
increment revenues.  Each agency must also file with its statement of indebtedness a 
reconciliation statement.  The reconciliation statement details how the tax increment received in 
the previous year was actually spent and showing the Agency’s tax increment reserves as of the 
beginning and end of the previous year.  The reconciliation statement also must show the 
Agency’s available revenue.

Section 33675 also provides that the Auditor is limited in payment of Tax Increment 
Revenues to the Agency to the amounts shown on the Agency’s statement of indebtedness, 
otherwise allocable to the Agency, less the Agency’s available revenue.  The section further 
provides that the statement of indebtedness is prima facie evidence of the indebtedness of the 
Agency, but that the Auditor may dispute the amount of indebtedness shown on the statement in 
certain cases.  Provision is made for time limits under which the dispute can be made by the 
Auditor as well as provisions for determination by the Superior Court in a declaratory relief 
action of the proper disposition of the matter.  The issue in any such action will involve only the 
amount of the indebtedness and not the validity of any contract or debt instrument, or any 
expenditures pursuant thereto.  An exception is made for payments to an agency in connection 
with payments by such agency pursuant to a bond issue.  Such payments will not be disputed in 
any action under the section.

AB 1290, AB 1342 and SB 211

Assembly Bill 1290 (“AB 1290”), the Community Redevelopment Law Reform Act of 
1993, included a number of changes to the Redevelopment Law, among them the imposition of a 
limit on the period of time that a redevelopment agency may receive tax increment revenues.  In 
general, a redevelopment plan may terminate not more than 40 years following the date of 
original adoption, and loans, advances and indebtedness may be repaid during a period extending 
not more than 10 years following the date of termination of the redevelopment plan.  The 
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Agency’s Plan complies with AB 1290.  The specific provisions and limitations that apply to the 
Project Area are as follows:

Plan Limit(s)
Indebtedness

Final Date to Incur Debt December 27, 2014

Plan Effectiveness
Termination Date December 27, 2024

Tax Increment Revenue
Final Date to Collect Tax Increment and Repay Debt December 27, 2039

_______________

Pursuant to the Redevelopment Plan, the limitation on the amount of annual tax 
increment the Agency can be allocated is equal to 1.75 times the maximum annual debt service 
of tax allocation bonds issued pursuant to the Health and Safety code Section 33640, et seq. 
(including subordinated Agency contractual obligations and other forms of City/Agency debt 
payable from tax allocations).  The maximum amount of such debt (for tax allocation purposes) 
which can be outstanding at one time cannot exceed $75 million.  The Series 2008 Bonds will 
not count against the $75 million limit, because the Project funded by the proceeds of the Bonds 
is considered a “mutually acceptable project” by the County and the City.

Assembly Bill 1342 (“AB 1342”) was passed in 1998 and became effective January 1, 
1999.  This bill permits agencies having limits shorter than those permitted by AB 1290 to 
amend their plans to incorporate the maximum permitted limits without complying with the 
statutory plan amendment process.  However, the limits contained in the Redevelopment Plan are 
currently at the maximum permitted by AB 1290.  The California Legislature recently enacted 
SB 211, Chapter 741, Statutes 2001, effective January 1, 2002 (“SB 211”).  SB 211 provides, 
among other things, that at anytime after its effective date, the limitation on incurring 
indebtedness contained in a redevelopment plan adopted prior to January 1, 1994, may be deleted 
by ordinance of the legislative body.  However, such deletion will trigger such statutory tax 
sharing with those taxing entities that do not have tax sharing agreements.  Tax sharing will be 
calculated based on the increase in assessed valuation after the year in which the limitation 
would otherwise have become effective.  See “Tax Sharing Statutes” below describing the 
formulas for tax sharing.  The Agency currently has no expectations of undertaking proceedings 
to extend the effectiveness of the redevelopment plan or to extend the time to receive tax 
increment revenues and to pay indebtedness.

Tax Sharing Statutes

Certain provisions were added to the Redevelopment Law by the adoption of AB 1290 in 
1994.  If new territory should be added to the Redevelopment Project, under Section 33607.5 of 
the Redevelopment Law, any affected taxing entity would share in the Tax Increment Revenues 
generated by such added area pursuant to a statutory formula (“Statutory Tax Sharing”).

In addition, pursuant to Section 33333.6(a)(2) of the Redevelopment Law, if the Agency 
deletes the time limit to incur indebtedness in the Redevelopment Project (as amended by SB 
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211) or increases the total amount of Tax Increment Revenues to be allocated to the project area 
or increases the duration of the Redevelopment Plan and the period for receipt of Tax Increment 
Revenues, Statutory Tax Sharing will also be required under Section 33607.7 of the 
Redevelopment Law with all affected taxing agencies not already a party to a tax sharing 
agreement, once the original limitations have been reached.  In general, the amounts to be paid 
pursuant to Statutory Tax Sharing are as follows:

(a) commencing in the first fiscal year after the limitation has been reached, 
an amount equal to 25% of tax increment revenues generated by the incremental increase of the 
current year assessed valuation over the assessed valuation in the fiscal year that the limitation 
had been reached, after the amount required to be deposited in the Low and Moderate Income 
Housing Fund has been deducted;

(b) in addition to amounts payable as described in (a) above, commencing in 
the 11th fiscal year after the limitation has been reached, an amount equal to 21% of tax 
increment revenues generated by the incremental increase of the current year assessed valuation 
over the assessed valuation in the preceding (10th) fiscal year that the limitation had been 
reached, after the amount required to be deposited in the Low and Moderate Income Housing 
Fund has been deducted;

(c) in addition to amounts payable as described in (a) and (b) above,
commencing in the 31st fiscal year after the limitation has been reached, an amount equal to 14% 
of tax increment revenues generated by the incremental increase of the current year assessed 
valuation over the assessed valuation in the preceding (30th) fiscal year that the limitation had 
been reached, after the amount required to be deposited in the Low and Moderated Income 
Housing fund has been deducted;

(d) the City may elect to receive a portion of the tax increment generated in 
(a) above, after the amount required to be deposited in the Low and Moderate Income Housing 
Fund has been deducted; and

(e) the Agency may subordinate the amount required to be paid to an affected 
tax entity to any indebtedness after receiving the consent of the taxing entity.

The Agency has subordinated amounts required to be paid pursuant to AB 1290.

Low-and-Moderate Income Housing Fund

Under Section 33334.2 of the Redevelopment Law, redevelopment agencies in California 
are generally required, unless certain annual findings are made, to set aside 20% of all tax 
increments allocated annually in a Low-and-Moderate Income Housing Fund (the “Housing Set-
Aside Fund”) to be used within the jurisdiction of the Agency to increase and improve the supply 
of low-and-moderate income housing.  However, as provided in Section 33334.6, for project 
areas (or portions thereof) established prior to January 1, 1977, a redevelopment agency may 
defer its low-and-moderate income housing deposit requirement in any fiscal year that the 
agency finds that the deferral is necessary to make payments on “existing obligations”.  Existing 
obligations include any loan, advance or indebtedness (whether funded, refunded, assumed or 
otherwise) incurred by a redevelopment agency to finance or refinance, in whole or in part, any 
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redevelopment project existing on, and created prior to, January 1, 1986, and contained on the 
statement of existing obligations of the agency.

As of June 30, 2007, the Agency’s Housing Set-Aside Fund had a balance of $2,332,568.  
The agency annually sets aside 20% of the adjusted gross tax increment revenues received in the 
Housing Set Aside Fund.  The portion of adjusted gross tax increment revenues set aside in the 
Housing Set Aside Fund each year is not pledged to the repayment of the Bonds.

BONDOWNERS’ RISKS

The following information should be considered by prospective investors in evaluating 
the Bonds.  However, the following does not purport to be an exhaustive listing of risks and other 
considerations which may be relevant to investing in the Bonds.  In addition, the order in which 
the following information is presented is not intended to reflect the relative importance of any 
such risks.

Reduction in Taxable Value

Tax Increment Revenues are determined in part by the amount that the assessed valuation 
of property in the Project Area exceeds the base year assessed valuation for such property, as 
well as by the current rate at which property in the Project Area is taxed.  The Agency itself has 
no taxing power with respect to property, nor does it have the authority to affect the rate at which 
property is taxed.  Assessed valuation of taxable property within the Project Area may be 
reduced by economic factors beyond the control of the Agency or by, certain events, such as a 
relocation by one or more major property owners out of a project area, or the complete or partial 
destruction of such property caused by, among other eventualities, an earthquake, flood, fire or 
other natural disaster, which could cause a reduction in the Tax Increment Revenues securing the 
Bonds.  Assessed valuation or tax revenues allocated to the Agency can also be reduced as a 
result of actions of the California Legislature or the electorate.  Any reduction of assessed 
valuations could result in a reduction of the Tax Increment Revenues, which in turn could impact 
the ability of the Agency to make payments of principal of and/or interest on the Bonds when 
due.

Levy and Collections

Neither the Agency nor the Authority has any independent power to levy and collect 
property taxes.  Any reduction in the tax rate or the implementation of any constitutional or 
legislative property tax decrease could reduce the Tax Increment Revenues and, accordingly, 
could have an adverse impact on the ability of the Agency to pay debt service on the Bonds.  
Similarly, substantial delinquencies in the payment of property taxes by the owners of taxable 
property within the Project Area could also have an adverse effect on the ability of the Agency to 
make payments of principal of and/or interest on the Bonds when due.

The present policy of the County Auditor-Controller’s office is to provide for distribution 
of redevelopment tax increment to the Agency based upon the equalized roll and not upon actual 
collections.  See “FACTORS AFFECTING TAX ALLOCATION FINANCING – County of 
Contra Costa Tax Loss Reserve Fund (Teeter Plan).”  Although the County has stated that there 
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are no plans or discussions to change the existing distribution policy, no assurance can be given 
that this policy will not be modified by the County in the future.

Reduction in Inflationary Rate

As described in greater detail below, Article XIIIA of the California Constitution 
provides that the full cash value base of real property used in determining taxable value may be 
adjusted from year to year to reflect the inflationary rate, not to exceed a two percent increase for 
any given year, or may be reduced to reflect a reduction in the consumer price index or 
comparable local data.  Such measure is computed on a calendar year basis.  Such a reduction 
could lower the tax increment revenues available to the Agency for payment of the Bonds.

Certain Assumptions

In order to estimate the total revenues available to pay debt service on the Bonds, the 
Agency has made certain assumptions.  The Agency believes these assumptions to be reasonable, 
but to the extent tax increment revenues are less than anticipated, the total revenues available to 
pay debt service on the Bonds may be less than those projected herein.  The Agency has based its 
projections upon current assessed values within the Project Area as shown on the records of the 
County, the estimated value of projects based on its own analysis and has applied an annual 
inflation factor of 2% thereto.

Geologic, Topographic and Climatic Condition

The market value of the land and improvements within the Project Area can be adversely 
affected by a variety of factors, particularly those which may affect infrastructure and other 
public improvements and private improvements of the parcels and the continued habitability and 
enjoyment of such public and private improvements. Such additional factors include, without 
limitation, geologic conditions (such as earthquakes), topographic conditions (such as earth 
movements and floods) and climatic conditions (such as droughts and fire hazard).

The seismic risks to a structure are dependent upon several factors, including: the 
distance of the structure from the fault, the character of the earthquake, the nature of 
construction, and the geologic conditions underlying a structure. Ground surface rupture tends to 
occur along lines of previous faulting, where fault displacement intersects the ground surface.  
Displacement may either occur suddenly during an earthquake or it may occur slowly as the fault 
“creeps” over a long period of time.  The City has experienced earthquakes with an epicenter 
within the San Francisco Bay area including the Loma Prieta earthquake on October 17, 1989, 
which measured 7.1 magnitude.  Some potential for ground rupture exists in the Project Area.  
The Agency cannot predict what the impact of seismic activity on existing development within 
the Project Area.

Earthquake insurance is available, but many property owners elect not to purchase it.  
Damage or destruction to property within the Project Area caused by earthquake or other natural 
disasters could result in the failure of the owner of property within the Project Area to pay the tax 
levy and could result in a significant reduction in the value of property within the District, with 
no source of funds for reconstruction.
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Bondowners’ Risks After the Effective Date

Only after the Effective Date (which is the date that no Series 2002 Bonds remain 
Outstanding or of receipt of consent of the bond insurer for the Series 2005 Bonds and 100% of 
the holders of the Series 2002 Bonds), certain provisions amending the Indenture will become 
effective that permit the Agency to issue Parity Obligations in form of Hedged Bonds.  “Hedged 
Bonds” means Bonds issued under the Indenture, as amended by the provisions taking effect 
after the Effective Date, as Variable Rate Indebtedness for which a Qualified Swap Agreement 
has been entered into under which all of the following apply: (a) the term of the Qualified Swap 
Agreement is coterminous with the maturity of the Hedged Bonds, (b) the initial notional amount 
of the Qualified Swap Agreement is equal to the initial principal amount of the Hedged Bonds 
and the notional amount of the Qualified Swap Agreement reduces at the same times and in the 
same amounts as the scheduled payment of principal (whether at maturity or as a result of 
mandatory sinking account redemption) of the Hedged Bonds, (c) the Agency’s payment 
obligations under the Qualified Swap Agreement are based upon a fixed interest rate for the term 
thereof, and (d) the counterparty’s payment obligations under the Qualified Swap Agreement are 
not expected to deviate from the interest payments on the Hedged Bonds by more than 25 basis 
points as certified by the counterparty at the time of entering into the Qualified Swap Agreement.  

If the Agency should issue Hedged Bonds on a parity basis with the Series 2008 Bonds 
pursuant to the Indenture provisions described above, owners of the Series 2008 Bonds would be 
exposed to the following additional risks: (a) under certain circumstances, including but not 
limited to the termination of the Credit Facility entered into with respect to such Hedged Bonds 
or termination of the Credit Provider’s obligation, Hedged Bonds issued as Variable Rate 
Indebtedness could be subject to acceleration, tender or early redemption where sufficient funds 
may not be available therefore ; (b) certain circumstances, including but not limited to the 
bankruptcy of the counterparty to a Qualified Swap Agreement entered into in connection with 
such Hedged Bonds, could cause the early termination of the Qualified Swap Agreement, and 
such early termination could cause the Agency to forego anticipated Net Payments, resulting in a 
unhedged exposure of the Agency to increasing interest rates and a corresponding decrease in 
debt service coverage for the Series 2008 Bonds; and (c) the counterparty’s payment obligations 
under the Qualified Swap Agreement entered into in connection with such Hedged Bonds could 
deviate from the interest payments on the Hedged Bonds by more than 25 basis points which 
could result in a reduction in the coverage for the debt service on the Series 2008 Bonds.

For additional conditions relating to the issuance of Hedged Bonds, including the 
definitions of the capitalized terms used above, see “APPENDIX A — SUMMARY OF 
CERTAIN PROVISIONS OF THE INDENTURE — Definitions” and “— Amendments to Take 
Effect on the Effective Date Only”.

THE AGENCY

The Agency was established pursuant to the Redevelopment Law and is charged with the 
authority and responsibility of redeveloping and improving blighted areas of the City.
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The Agency was created by the City Council Ordinance No. 126, adopted on May 1, 
1974.  The Agency was established pursuant to the Community Redevelopment Law of 
California.  The Redevelopment Plan was adopted by the Agency on December 27, 1994.  The 
Agency is broadly empowered to engage in the general economic revitalization and 
redevelopment of the City through acquisition and development of property in those areas of the 
City determined to be in a declining condition.

Agency Powers and Duties

All powers of the Agency are vested in five members who are also members of the City 
Council.  The Agency exercises all the governmental functions as authorized under the 
Redevelopment Law and has among other powers the authority to acquire, administer, develop, 
lease or sell property, including the right of eminent domain and the right to issue bonds and 
expend the proceeds thereof. The Agency can clear buildings and other improvements and can 
develop as a building site any real property owned or acquired and in connection with such 
development, cause streets, highways, and sidewalks to be constructed or reconstructed and 
public utilities to be installed.

The Agency may, out of funds available for such purposes, pay for all or part of the value 
of land and the cost of building facilities, structures or other improvements to be publicly owned 
and operated to the extent that such improvements are of benefit to a project area and no other 
reasonable means of financing are available.

Organization 

The City Council serves as the Board of Directors of the Agency.  The City of Lafayette 
was incorporated as a general law city in 1968.  The City operates under a council-manager form 
of government.  The five Council Members are elected at large for staggered four-year terms.

The Executive Director/City Manager is appointed by the Agency/Council and serves at 
the Board’s/Council’s pleasure as the administrative head of the Agency and the City. The 
Executive Director/City Manager is responsible for appointment of all Agency and City 
employees except the Agency/City Attorney, who is appointed directly by the Board/Council.

Members of the Board, and their term of office are shown below:

Member Position
Term Expires
(December)

Mike Anderson Chairman 2008
Don Tatzin Vice Chairman 2010
Brandt Andersson Board Member 2010
Carol Federighi Board Member 2008
Carl Anduri Board Member 2008

Senior Staff of the Agency/City include:

Steven Falk, City Manager of the City and Executive Director of the Agency since 1996.  
Prior to his current role, Mr. Falk served as Assistant City Manager of the City from 1990 to 
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1996, and as a Senior Policy Analyst for San Francisco International Airport from 1988 to 1990.  
Mr. Falk holds a Master’s degree in Public Policy from the John F. Kennedy School of 
Government, Harvard University and a Bachelor of Arts in economics and history from Reed 
College.

Tracy Robinson, Administrative Services Director of the Agency since 2000.  Prior to her 
current role, Ms. Robinson served as a Budget Analyst and Information Services Manager for 
World Savings & Loan from 1987 to 2000.  Ms. Robinson holds a Master’s degree in Business 
Administration from University of California at Davis and a Bachelor of Arts in molecular 
biology from University of California at Berkeley.

Financial Information

Included in this Official Statement as Appendix C are the audited financial statements of 
the Agency for the Fiscal Year ended June 30, 2007.

Pass Through Agreements

The Agency is not currently party to any pass through agreements, however it is subject 
to ordinary pass through payments pursuant to Redevelopment Law.  See “FACTORS 
AFFECTING TAX ALLOCATION FINANCING  - AB 1290, AB 1320 and SB 211” above.

County Settlement Agreement

On January 9, 1996, the Agency and the County entered into a settlement agreement 
entitled Agreement (Settlement and Release of Claims) (the “County Agreement”), which settled 
an action which had been filed by the County in Contra Costa County  Superior Court seeking to 
invalidate the Redevelopment Plan.  Under the County Agreement, among other things, the 
Agency agreed to the following provisions:

Limit on Tax Increment Revenues.  The Agency agreed that it would not accept 
“Countable Tax Increment Revenue” during the life of the Redevelopment Plan in excess of a 
cumulative total of $75 million.  “Countable Tax Increment Revenue” consists of property taxes 
paid to the Agency pursuant to the Redevelopment Law and the Redevelopment Plan or with 
respect to or generated from property in the area governed by the Redevelopment Plan and 
amounts paid to the Agency for stated reimbursement for homeowner property tax exemptions 
pursuant to the provisions of Revenue and Taxations Code Sections 95(c) and 218 and any 
successor provisions to those sections.  Pursuant to the County Agreement “Countable Tax 
Increment” may not be reduced by reason of payments by the Agency to the County or other 
taxing agencies pursuant to Health and Safety Code Sections 3445, 33607.5 or any other current 
or future provision of law or payments by the Agency to its Low and Moderate Income Housing 
Fund pursuant to Health and Safety code Section 33334.2 and 33334.3 or any successor or 
similar provision of law.  Pursuant to the County Agreement, “Countable Tax Increment 
Revenue” does not include tax increment revenues as may be derived from areas added to the 
area governed by the Redevelopment Plan pursuant to amendments to the Redevelopment Plan 
subsequent to the execution of the County Agreement, or an amount equal to that amount, if any, 
as may be expended by the Agency, for improvements to one or more of the Library, fire stations 
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located within the corporate limits of the City, or such other facilities as may be designated by 
the Agency of the City and the County as mutually acceptable projects.

Special Needs Housing.  The Agency agrees to obtain construction, rehabilitation, or 
other provision of not less than 20 new or existing units of affordable Special Needs Housing for 
disabled persons who are not dangerous to the health and safety of others and who are mentally 
disabled or impaired or are affected by physical disabilities or impairments, or by other 
limitations which the Agency and County may mutually deem appropriate for inclusion.  The 
Agency is permitted to use a portion of its Low and Moderate Income Housing Fund to defray 
the direct and indirect costs of such Special Needs Housing.

Purchase of Library.  The Agency agrees to purchase from the County the Lafayette 
Branch Building of the Contra Costa County Library (the “Library Property”) on or before 
June 30, 2011, at the fair market value as of the time of purchase.  Moneys received by the 
County from the purchase of the Library Property transaction will be expended on mutually 
agreed Lafayette Library uses.  Pursuant to the County Agreement, if the Library Property is still 
being used as a public library at the time the County conveys it to the Agency, then the County 
and the Agency agree to enter into an agreement providing for the County to operate a public 
library on the Library Property on such terms as the parties agree subject to certain limitations.  
If, after purchasing the Library Property, the Agency sells the Library Property, moneys received 
from such transaction must be expended on mutually agreed Lafayette library uses.
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PROJECT AREA MAP
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THE LAFAYETTE REDEVELOPMENT PROJECT AREA

Background, Location and Land Use

The Project Area generally consists of the downtown area of the City and is mostly 
characterized by commercial and multi-family residential development.  The distribution of 
developed and undeveloped areas in the Project Area by land use is set forth below:

TABLE 1
LAFAYETTE REDEVELOPMENT PROJECT AREA

Assessed Valuation and Parcels by Land Use

2008-09
Assessed Valuation (1)

% of
Total

No. of
Parcels

% of
Total

Non-Residential:
Commercial $361,643,844 55.08% 261 35.85%
Vacant Commercial 4,109,503 0.63 13 1.79
Industrial 11,120,732 1.69 3 0.41
Recreational 1,440,495 0.22 2 0.27
Government/Social/Institutional 5,017,556 0.76 24 3.30
Miscellaneous 6,860,707 1.04 32 4.40

Subtotal Non-Residential $390,192,837 59.43% 335 46.02%

Residential:
Single Family Residence $40,949,350 6.24 98 13.46
Condominium/Townhouse 58,429,731 8.90 170 23.35
2-4 Residential Units 29,937,404 4.56 64 8.79
5+ Residential Units/Apartments 137,079,888 20.88 60 8.24
Vacant Residential 20,000 0.00 1 0.14

Subtotal Residential $266,416,373 40.57% 393 53.98%

Total $656,609,210 100.00% 728 100.00%

(1)  Local Secured Assessed Valuation; excluding tax-exempt property.
Source:  California Municipal Statistics, Inc.

Since the adoption of the Redevelopment Plan in 1994, the total taxable valuation in the 
Project Area has increased from the base year (1994-1995) value of $331,871,939* to 
approximately $694,327,026 by 2008-09.  This represents an increase of approximately 110% or 
an average annual growth rate of approximately 8%.  See Table 4 herein for details.

Property Ownership

According to records of the County, the combined secured assessed valuation of the 
top 20 property owners in the Project Area in 2008-09 equaled $240,513,943 or 36.63% of total 
secured assessed value (excluding supplemental assessments) for the Project Area.  Table 2 sets 
forth the ranking, by secured assessed value, of these property owners.

  
* Note, the initial base year value was adjusted in fiscal year 2003-04.  See the note to Table 4.
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TABLE 2
LAFAYETTE REDEVELOPMENT PROJECT AREA

Largest 2008-09 Local Secured Taxpayers

Property Owner Land Use
2008-09

Assessed Valuation
% of

Total(1)

1. Bascom Lafayette Highlands LLC Apartments $  30,745,292 4.68%
2. Lafayette Park Hotel Associates Hotel 19,318,220 2.94
3. Cortese Properties LLC / Cortese Real Property LP Commercial 19,045,729 2.90
4. Realty Associates Fund VI LP Office Building 17,151,133 2.61
5. Bay Glen LP Apartments 15,871,957 2.42
6. Desco Plaza I LLC & Investment LLC Office Building 12,650,000 1.93
7. KMF Contra Costa LLC Apartments 12,265,348 1.87
8. Gray Horse Investors Office Building 11,576,806 1.76
9. Lafayette Terrace LLC Office Building 11,067,866 1.69
10. Standford & Jeanette White Industrial 9,599,545 1.46
11. Constantine Christopoulos Commercial 9,254,593 1.41
12. Lemana Office Building 9,100,271 1.39
13. Joan E. Bruzzone Shopping Center 8,395,493 1.28
14. Oak Hill West Realty LLC Office Building 8,354,956 1.27
15. Hegenberger Land Inc. Office Building 8,323,200 1.27
16. Mt. Diablo Palo Verde LLC Apartments 7,783,497 1.19
17. Merrill Gardens at Lafayette Commercial 7,690,542 1.17
18. WSA Village Green LLC Office Building 7,498,019 1.14
19. 3483 Golden Gate Way LLC Office Building 7,492,778 1.14
20. D Diablo LLC Commercial 7,328,698 1.12

$240,513,943 36.63%

(1) 2008-09 Local Secured Assessed Valuation:  $656,609,210
Source:  California Municipal Statistics, Inc.

Tax Rate

The tax rate assessed within the Project Area during 2008-09 was 1.0981%.

Assessment Appeals

Pursuant to California law, property owners may apply for a reduction of their property 
tax assessment by filing a written application, in form prescribed by the State Board of 
Equalization, with the appropriate county board of equalization or assessment appeals board.

After the applicant and the county assessor have presented their arguments, the 
assessment appeals board will make a final decision of the proper assessed value.  The 
assessment appeals board may rule in the county assessor’s favor, may rule in the applicant’s 
favor, or may set its own opinion of the proper assessed value, which may be more or less than 
either the county assessor’s opinion or the applicant’s opinion.

Any reduction in the assessment ultimately granted applies to the year for which 
application is made and during which the written application is filed.  The assessed value may be 
increased to its prereduction level for fiscal years following the year for which the reduction 
application is filed as the real estate market recovers.

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

TABLE 3
LAFAYETTE REDEVELOPMENT PROJECT AREA

Incremental Assessed Value

2003/04 2004/05 2005/06 2006/07 2007/08 2008/09

Secured Value $443,324,554 $465,807,196 $500,201,044 $557,828,158 $611,251,526 $656,609,210
Unsecured Value 36,504,517 35,839,727 38,469,719 41,670,759 35,173,302 37,717,816
Utility Roll - - - - - -
Total Assessed Value 479,829,071 501,646,923 538,670,763 $599,498,917 $646,424,828 694,327,026
Less: Base Year Value (332,248,715)* (332,248,715) (332,248,715) (332,248,715) (332,248,715) (332,248,715)
Incremental Assessed 
Value $147,580,356 $169,398,208 $206,422,048 $267,250,202 $314,176,113 $362,078,311

______________
* Note, for fiscal years 2003-04 and thereafter, the County Auditor-Controller increased the Agency’s base year value for the 
Lafayette Redevelopment Project Area from $331,871,939 to $332, 248,715.
Source:  County of Contra Costa

TABLE 4
LAFAYETTE REDEVELOPMENT PROJECT AREA

Historical Valuations and Tax Revenues

Fiscal
Year

Total
Valuation % Change Base Year

Incremental
Valuation

Gross Tax
Increment
Revenues

%
Change

1994-1995 $331,871,939 
1995-1996 332,213,008 0.10% $331,871,939 $  341,069 $  13,983 
1996-1997 337,914,432 1.72 331,871,939 6,042,493 74,370 432%
1997-1998 337,228,385 -0.20 331,871,939 5,356,446 91,266 23
1998-1999 353,792,684 4.91 331,871,939 21,920,745 262,781 188
1999-2000 373,561,119 5.59 331,871,939 41,689,180 539,629 105
2000-2001 403,683,530 8.06 331,871,939 71,811,591 833,195 54
2001-2002 430,188,978 6.57 331,871,939 98,317,039 1,127,366 35
2002-2003 457,217,163 6.28 331,871,939 125,345,224 1,435,999 27
2003-2004 479,829,071 4.95 332,248,715* 147,580,356 1,842,737 28
2004-2005 501,646,923 4.55 332,248,715 169,398,208 1,860,124 1
2005-2006 538,670,763 7.38 332,248,715 206,422,048 2,266,675 22
2006-2007 599,498,917 11.29 332,248,715 267,250,202 2,934,615 29
2007-2008 646,424,828 7.83 332,248,715 314,176,113 3,449,898 18
2008-2009 694,327,026 7.41 332,248,715 362,078,311 3,975,901 15

______________
* Note, for fiscal years 2003-04 and thereafter, the County Auditor-Controller increased the Agency’s base year value for the 
Lafayette Redevelopment Project Area from $331,871,939 to $332, 248,715.
Source: County of Contra Costa
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TABLE 5
LAFAYETTE REDEVELOPMENT PROJECT AREA 

Projected Gross Tax Increment Revenues and Tax Revenues

Fiscal Year
Estimated Assessed 

Value(1)
Projected Incremental 

Value
Projected Gross Tax 

Increment Revenues(2)
Projected Gross Tax 

Revenues to Agency(3)

2009-2010 $716,213,567 $383,964,852 $3,839,649 $2,620,280 
2010-2011 730,537,838 398,289,123 3,982,891 3,022,571 
2011-2012 745,148,595 412,899,880 4,128,999 3,135,332 
2012-2013 782,406,024 450,157,309 4,501,573 3,250,348 
2013-2014 821,526,326 489,277,611 4,892,776 3,543,638 

______________
(1) Assuming 2% growth in assessed value through 2012, and 5% thereafter.  Also includes $8 million in assessed 
value which will be coming onto the tax roll in FY 2009-10 from the completion of the Lafayette Mercantile.
(2) Revenues based on 1% tax rate.
(3) Less Housing Set Aside, County Administration and ERAF transfers.
Source:  Piper Jaffray & Co.

TABLE 6
LAFAYETTE REDEVELOPMENT PROJECT AREA

Annual Debt Service Requirements for the Bonds

Year 
(August 1)

Series 2008 Bonds 
Principal

Series 2008 Bonds 
Interest

Series 2008 Bonds 
Total

Prior Bonds 
Debt Service Total

2009 -   $430,250 $430,250 $1,133,169  $1,563,419 
2010 -  598,031 598,031 1,147,041 1,745,073 
2011  $45,000 598,031 643,031 1,144,774 1,787,805 
2012  100,000 596,344 696,344 1,146,324 1,842,668 
2013 105,000 592,344 697,344 1,146,876 1,844,220 
2014  105,000 587,829 692,829 1,149,529 1,842,358 
2015 110,000 583,104 693,104 1,149,779 1,842,883 
2016 115,000 577,824 692,824 1,148,879 1,841,703 
2017 125,000 572,189 697,189 1,149,059 1,846,248 
2018 130,000 565,814 695,814 1,147,989 1,843,803 
2019 140,000 558,989 698,989 1,145,336 1,844,325 
2020 145,000 551,289 696,289 1,146,295 1,842,584 
2021 155,000 543,024 698,024 1,145,945 1,843,969 
2022 160,000  534,034 694,034 1,148,960 1,842,994 
2023 175,000 524,594 699,594 1,145,505 1,845,099 
2024 185,000  514,269 699,269 1,145,805 1,845,074 
2025 190,000 503,169 693,169 1,149,088 1,842,256 
2026 205,000  491,294 696,294 1,145,463 1,841,756 
2027 220,000 478,481 698,481 1,144,963 1,843,444 
2028 230,000 464,731 694,731 1,147,660 1,842,391 
2029 245,000 450,356 695,356 1,148,320 1,843,676 
2030 260,000 435,044 695,044 1,146,943 1,841,986 
2031 275,000 418,469 693,469 1,148,475 1,841,944 
2032 295,000 400,938 695,938 1,146,063 1,842,000 
2033 315,000 382,131 697,131 1,146,250 1,843,381 
2034 335,000 362,050  697,050 1,146,750 1,843,800 
2035 355,000 340,275 695,275 1,149,750 1,845,025 
2036 1,525,000 317,200  1,842,200 -  1,842,200 
2037 1,625,000 218,075 1,843,075 -  1,843,075 
2038 1,730,000 112,450 1,842,450 -  1,842,450 
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TABLE 7
LAFAYETTE REDEVELOPMENT PROJECT AREA

Direct and Overlapping Debt
(as of November 1, 2008)

2008-09 Assessed Valuation: $694,327,026
Base Year Valuation: 332,248,715
Incremental Valuation: $362,078,311

DIRECT DEBT: % Applicable Debt 11/1/08
2002 Tax Allocation Bonds 100.      % $  5,145,000 (1)

2005 Tax Allocation Bonds 100. 11,600,000
TOTAL DIRECT DEBT $16,745,000

Ratio to Incremental Valuation:  4.62%

OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable (2) Debt 11/1/08
Bay Area Rapid Transit District 0.135% $   595,836
Contra Costa Community College District 0.412 725,326
Acalanes Union High School District 2.864 3,086,050
Lafayette School District 11.289 2,534,381
City of Lafayette 12.652 1,124,130
East Bay Regional Park District 0.193 244,821

TOTAL OVERLAPPING TAX AND ASSESSMENT DEBT $8,310,544

OVERLAPPING GENERAL FUND DEBT:
Contra Costa County General Fund Obligations 0.240% $   719,952
Contra Costa County Pension Obligations 0.240 1,183,164
Contra Costa Community College District Certificates of Participation 0.241 2,675
Contra Costa County Fire Protection District Pension Obligations 0.532 656,834

TOTAL OVERLAPPING GENERAL FUND DEBT $2,562,625

COMBINED TOTAL DIRECT AND OVERLAPPING DEBT $27,618,169 (3)

(1) Excludes tax allocation bonds to be sold.
(2) Based on 2007-08 ratios.
(3) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax allocation bonds and non-bonded 

capital lease obligations

Ratios to 2008-09 Assessed Valuation:
Combined Total Direct and Overlapping Debt............................... 3.98%

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/05:  $0
______________
Source:  California Municipal Statistics, Inc.
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TABLE 8
LAFAYETTE REDEVELOPMENT PROJECT AREA

Projected Debt Service Requirements and Coverage for the Bonds
(2008-09 to 2012-13)

Year Ending August 1: 2009 2010 2011 2012 2013
Projected Pledged Tax Revenues (1) $2,620,280 $3,022,571 $3,135,332 $3,250,348 $3,543,638 
Series 2002 Debt Service 399,268 394,380 399,263 398,513 397,403 
Series 2005 Debt Service 733,901 752,661 745,511 747,811 749,474 
Projected Series 2008 Debt Service(2) 193,613 598,031 643,031 696,344 697,344
 Total Parity Debt Service $1,326,781 $1,745,073 $1,787,805 $1,842,668 $1,844,220

Debt Service Coverage(3) 197% 164% 161% 156% 156%
Debt Service Coverage(4) 197% 173% 175% 176% 192%
______________
(1) Assuming 2% growth in assessed value after 2008-09.
(2) Assuming partial capitalized interest through August 1, 2009.
(3) Assuming no growth in assessed value.
(4) Assuming growth in assessed value as stipulated in table 5.
Source: Piper Jaffray & Co.

TAX MATTERS

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Agency
(“Bond Counsel”), based upon an analysis of existing laws, regulations, rulings and court 
decisions, and assuming, among other matters, the accuracy of certain representations and 
compliance with certain covenants, interest on the Bonds is excluded from gross income for 
federal income tax purposes under Section 103 of the Code and is exempt from State of 
California personal income taxes.  In the further opinion of Bond Counsel, interest on the Bonds 
is not a specific preference item for purposes of the federal individual or corporate alternative 
minimum taxes, although Bond Counsel observes that such interest is included in adjusted 
current earnings when calculating corporate alternative minimum taxable income.  A complete 
copy of the proposed form of opinion of Bond Counsel is set forth in Appendix F hereto.

To the extent the issue price of any maturity of the Bonds is less than the amount to be 
paid at maturity of such Bonds (excluding amounts stated to be interest and payable at least 
annually over the term of such Bonds), the difference constitutes “original issue discount,” the 
accrual of which, to the extent properly allocable to each Beneficial Owner thereof, is treated as 
interest on the Bonds which is excluded from gross income for federal income tax purposes and 
State of California personal income taxes.  For this purpose, the issue price of a particular 
maturity of the Bonds is the first price at which a substantial amount of such maturity of the 
Bonds is sold to the public (excluding bond houses, brokers, or similar persons or organizations 
acting in the capacity of underwriters, placement agents or wholesalers).  The original issue 
discount with respect to any maturity of the Bonds accrues daily over the term to maturity of 
such Bonds on the basis of a constant interest rate compounded semiannually (with straight-line 
interpolations between compounding dates).  The accruing original issue discount is added to the 
adjusted basis of such Bonds to determine taxable gain or loss upon disposition (including sale, 
redemption, or payment on maturity) of such Bonds.  Beneficial Owners of the Bonds should 
consult their own tax advisors with respect to the tax consequences of ownership of Bonds with 
original issue discount, including the treatment of Beneficial Owners who do not purchase such 
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Bonds in the original offering to the public at the first price at which a substantial amount of such 
Bonds is sold to the public.

The Code imposes various restrictions, conditions and requirements relating to the 
exclusion from gross income for federal income tax purposes of interest on obligations such as 
the Bonds. The Agency has made certain representations and covenanted to comply with certain 
restrictions, conditions and requirements designed to ensure that interest on the Bonds will not be 
included in federal gross income.  Inaccuracy of these representations or failure to comply with 
these covenants may result in interest on the Bonds being included in gross income for federal 
income tax purposes, possibly from the date of original issuance of the Bonds.  The opinion of 
Bond Counsel assumes the accuracy of these representations and compliance with these 
covenants.  Bond Counsel has not undertaken to determine (or to inform any person) whether 
any actions taken (or not taken), or events occurring (or not occurring), or any other matters 
coming to Bond Counsel’s attention after the date of issuance of the Bonds may adversely affect 
the value of, or the tax status of interest on, the Bonds.  Accordingly, this opinion is not intended 
to, and may not, be relied upon in connection with any such actions, events or matters.

Although Bond Counsel is of the opinion that interest on the Bonds is excluded from 
gross income for federal income tax purposes, and is exempt from State of California personal 
income taxes, the ownership or disposition of, or the accrual or receipt of interest on, the Bonds 
may otherwise affect a Beneficial Owner’s federal, state or local tax liability. The nature and 
extent of these other tax consequences depends upon the particular tax status of the Beneficial 
Owner or the Beneficial Owner’s other items of income or deduction.  Bond Counsel expresses 
no opinion regarding any such other tax consequences.

Future legislative proposals, if enacted into law, clarification of the Code or court 
decisions may cause interest on the Bonds to be subject, directly or indirectly, to federal income 
taxation or to be subject to or exempted from state income taxation, or otherwise prevent 
Beneficial Owners from realizing the full current benefit of the tax status of such interest.  The 
introduction or enactment of any such future legislative proposals, clarification of the Code or 
court decisions may also affect the market price for, or marketability of, the Bonds.  Prospective 
purchasers of the Bonds should consult their own tax advisors regarding any pending or 
proposed federal or state tax legislation, regulations or litigation, as to which Bond Counsel 
expresses no opinion.

The opinion of Bond Counsel is based on current legal authority, covers certain matters 
not directly addressed by such authorities, and represents Bond Counsel’s judgment as to the 
proper treatment of the Bonds for federal income tax purposes.  It is not binding on the Internal 
Revenue Service (“IRS”) or the courts.  Furthermore, Bond Counsel cannot give and has not 
given any opinion or assurance about the future activities of the Agency, or about the effect of 
future changes in the Code, the applicable regulations, the interpretation thereof or the 
enforcement thereof by the IRS.  The Agency has covenanted, however, to comply with the 
requirements of the Code.  

Unless separately engaged, Bond Counsel is not obligated to defend the Agency or the 
Beneficial Owners regarding the tax-exempt status of the Bonds in the event of an audit 
examination by the IRS.  Under current procedures, parties other than the Agency and its 
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appointed counsel, including the Beneficial Owners, would have little, if any, right to participate 
in the audit examination process. Moreover, because achieving judicial review in connection 
with an audit examination of tax-exempt bonds is difficult, obtaining an independent review of 
IRS positions with which the Agency legitimately disagrees, may not be practicable.  Any action 
of the IRS, including but not limited to selection of the Bonds for audit, or the course or result of 
such audit, or an audit of bonds presenting similar tax issues may affect the market price for, or 
the marketability of, the Bonds, and may cause the Agency or the Beneficial Owners to incur 
significant expense.

THE AUTHORITY

The City of Lafayette Public Facilities Financing Authority was created by a Joint 
Exercise of Powers Agreement, dated as of February 1, 2002, between the City and the Agency.  
The agreement was entered into pursuant to the provisions of Articles 1, 2, and 4 of Chapter 5 of 
Division 7 of Title 1 of the California Government Code.  The Authority was created pursuant to 
Articles 1, 2 and 4 of Chapter 5 of Division 7 of Title 1 of the Government Code of the State of 
California (the “Act”) and has the power to exercise any powers common to the City and the 
Agency and to exercise additional powers granted to it under the Act.  Under JPA Law, the 
Authority has the power to purchase bonds issued by a local agency at public or negotiated sale 
and may sell such bonds to public or private purchasers at public or negotiated sale.  The Series 
2008 Bonds are being issued for sale to the Authority and will be resold by the Authority to the 
Underwriter.

LEGAL MATTERS

Legal Opinions

The validity of the Bonds and certain other legal matters are subject to the approving 
opinion of Orrick, Herrington & Sutcliffe LLP, San Francisco, California, Bond Counsel.  A 
complete copy of the proposed form of Bond Counsel opinion is contained in Appendix D 
hereto. Bond Counsel undertakes no responsibility for the accuracy, completeness or fairness of 
this Official Statement. 

No Litigation

To the best knowledge of the Agency, 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 Agency to restrain or enjoin the authorization, execution or delivery of the Bonds or 
the Indenture, or the pledge of the Tax Increment Revenues or the collection of the payments to 
be made pursuant to the Indenture, or in any way contesting or affecting the validity of the Bonds 
or the Indenture.

Continuing Disclosure

The Agency has covenanted for the benefit of the holders and beneficial owners of the 
Bonds to provide certain financial information and operating data relating to the City (the 
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“Annual Report”) by not later than nine months following the end of the City’s fiscal year 
(currently ending June 30), commencing with the report for the 2008-09 Fiscal Year, which is 
due no later than April 1, 2009, and to provide notices of the occurrence of certain enumerated 
events, if material. The Annual Report will be filed by the City with each Nationally Recognized 
Municipal Securities Information Repository, and with the State information repository, if any.  
The notices of material events will be filed by the Agency with each Nationally Recognized 
Municipal Securities Information Repository or with the Municipal Securities Rulemaking 
Board, and with the State information repository, if any.  The specific nature of the information 
to be contained in the Annual Report or the notices of material events is summarized 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 Agency has never failed to comply in all material respects 
with any previous undertakings with regard to said Rule to provide annual reports or notices of 
material events.

MISCELLANEOUS

Rating

Standard & Poor’s Ratings Service, a division of the McGraw Hill Companies Inc., has 
given the Bonds the rating of “A”.  The rating reflects only an opinion of the agency furnishing 
the same.  There is no assurance that such rating will be in effect for any given period of time or 
that it will not be revised downward or withdrawn entirely by such rating agency if, in the 
judgment of such agency, circumstances so warrant.  Any such downward revision or withdrawal 
of such rating may have an adverse effect on the market price of the Bonds.  An explanation of 
the significance of such rating may be obtained only from the rating agency furnishing the same.

Underwriting

The Bonds will be sold to the Authority and concurrently resold by the Authority to Piper 
Jaffray & Co., as underwriter (the “Underwriter”), under a bond purchase agreement among the 
Agency, the Authority and the Underwriter (the “Bond Purchase Agreement”), pursuant to which 
the Underwriter agrees to purchase all of the Bonds for an aggregate purchase price of 
$9,267,682.05 (calculated as the principal amount of the Bonds ($9,600,000.00), minus original 
issue discount ($241,117.95), less underwriter’s discount ($91,200.00)).

The initial public offering prices to be stated on the cover of this Official Statement may 
be changed from time to time by the Underwriter.  The Underwriter may offer and sell Bonds to 
certain dealers, dealer banks, banks acting as agents and others at prices lower than said public 
offering prices.

Miscellaneous

All of the preceding summaries of the Indenture, the Redevelopment Law, other 
applicable legislation, the Redevelopment Plan for the Project Area, agreements and other 
documents are made subject to the provisions of such documents, respectively, and do not 
purport to be complete statements of any or all of such provisions.  Reference is hereby made to 
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such documents on file with the Agency for further information in connection therewith.  Any 
statements made in this Official Statement involving matters of opinion or of estimates, whether 
or not so expressly stated, are set forth as such and not as representations of fact, and no 
representation is made that any of the estimates will be realized.

The Official Statement does not constitute a contract with the purchasers of the Bonds.
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Authorization 

The execution and delivery of this Official Statement by its Executive Director have been 
duly authorized by the Agency. 

REDEVELOPMENT AGENCY OF  
THE CITY OF LAFAYETTE 
 
 
 
By:   /s/ Steven Falk 

 Executive Director 
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APPENDIX A

SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE

The following is a summary of certain provisions of the Indenture and is supplemental to the 
summary of other provisions of the Indenture contained elsewhere in this Official Statement.  This 
summary is not intended to be definitive.  Reference is made to the Indenture for the complete text thereof.  
Copies of the Indenture are available from the Agency.

DEFINITIONS

Accreted Value.  The term “Accreted Value” means, with respect to any Capital Appreciation 
Bond, an amount equal to the principal amount of such Bond, plus interest accrued thereon from its date 
compounded on each February 1 and August 1 (through and including the maturity date of such Bond) at 
the “original issue yield” for such Bond; provided, that the Accreted Value on any date other than 
February 1 and August 1 will be calculated by straight line interpolation of the Accreted Values as of the 
immediately preceding and succeeding February 1 and August 1.  The term “original issue yield” means, 
with respect to any particular Bond, the yield to maturity of such Bond from the initial date of delivery 
thereof calculated on the basis of semiannual compounding on each February 1 and August 1.

Additional Bonds. The term “Additional Bonds” means all tax allocation bonds of the Agency 
authorized and executed pursuant to the Indenture and issued and delivered in accordance with Article IV 
of the Indenture and subsequent to the Series 2002 Bonds and the Series 2005 Bonds.

Agency.  The term “Agency” means the Redevelopment Agency of the City of Lafayette, a public 
body, corporate and politic, duly organized and existing under and pursuant to the Law.

Annual Debt Service. The term “Annual Debt Service” means, for each Bond Year, the sum of 
(1) the interest falling due on the Outstanding Bonds which are Current Interest Bonds in such year, 
assuming that the Outstanding Serial Bonds are retired as scheduled and that the Outstanding Term 
Bonds, if any, are redeemed from such Sinking Account Installments as may be scheduled, (2) the 
principal amount of the Outstanding Serial Bonds which are Current Interest Bonds, if any, falling due by 
their terms in such year, (3) the Accreted Value of the Outstanding Serial Bonds which are Capital 
Appreciation Bonds, if any, falling due by their terms in such year, and (4) the Sinking Account 
Installments required to be made in such year to pay or redeem Outstanding Term Bonds.

Authority.  The term “Authority” means the City of Lafayette Public Facilities Financing 
Authority established on February 1, 2002 and duly organized and existing under and pursuant to the laws 
of the State of California and a Joint Exercise of Powers Agreement between the City and the Agency.

Authorized Agency Representative. The term “Authorized Agency Representative” means the 
Chair of the Agency, the Executive Director of the Agency and any other officer of the Agency duly 
authorized to act as an Authorized Agency Representative for purposes of the Indenture by the Agency or 
written authorization of the Chair of the Agency.

Bond Counsel.  The term “Bond Counsel” means any attorney at law or firm of attorneys 
reasonably acceptable to the Trustee, of nationally recognized standing in matters pertaining to the federal 
tax exemption of interest on bonds issued by states and political subdivisions, and duly admitted to 
practice law before the highest court of any state of the United States.
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Bond Insurance Policy.  The term “Bond Insurance Policy” means the municipal bond insurance 
policy, if any, issued by the applicable Bond Insurer and guaranteeing, in whole or in part, the payment of 
principal of and interest on a Series of Bonds.

Bond Insurer.  The term “Bond Insurer” means the issuer or issuers of a policy or policies of 
municipal bond insurance obtained by the Agency to insure the payment of principal of and interest on a 
Series of Bonds issued under the Indenture, when due otherwise than by acceleration, and which, in fact, 
are at any time insuring such Series of Bonds.  For the purposes of this definition, all consents, approvals 
or actions required by the Bond Insurer will be unanimous action of all Bond Insurers if there is more 
than a single Bond Insurer.  

Bond Obligation.  The term “Bond Obligation” means, as of any given date of calculation, 
(1) with respect to any Outstanding Current Interest Bond, the principal amount of such Bond, and 
(2) with respect to any Outstanding Capital Appreciation Bond, the Accreted Value thereof as of the 
February 1 or August 1 next preceding such date of calculation (unless such date of calculation is a 
February 1 or August 1, in which case as of such date).

Bond Year.  The term “Bond Year” means any twelve-month period beginning on August 2 in 
any year and ending on the next succeeding August 1, both dates inclusive, except that the first Bond 
Year will begin on the Closing Date, and end August 1, 2003; provided that with respect to the Series 
2005 Bonds, the first Bond Year will begin on the Closing Date for the Series 2005 Bonds, and end 
August 1, 2006; and with respect to the Series 2008 Bonds, the first Bond Year will begin on the Closing 
Date for the Series 2008 Bonds, and end August 1, 2009.

Bondowner, Owner.  The term “Owner” or “Bondowner” whenever employed in the Indenture 
means the person in whose name such Bond will be registered.

Bonds. The term “Bonds” means the Series 2002 Bonds, the Series 2005 Bonds, the Series 2008 
Bonds and all Additional Bonds.  

Book-Entry Bonds.  The term “Book-Entry Bonds” means Bonds of any series registered in the 
name of the Nominee of a Depository as the owner thereof pursuant to the terms and provisions of the 
Indenture.

Business Day.  The term “Business Day” means a day of the year on which banks in New York, 
New York, San Francisco, California, and any other place in which the Corporate Trust Office of the 
Trustee is located are not required or authorized to remain closed and on which the New York Stock 
Exchange is not closed.

Capital Appreciation Bonds. The term “Capital Appreciation Bonds” means Bonds the interest 
on which is payable at maturity and compounded semiannually on each Interest Payment Date through 
and including the maturity dates thereof.

City.  The term “City” means the City of Lafayette, California, or any successor entity.

Closing Date.  The term “Closing Date” means August 20, 2002, the date on which the Series 
2002 Bonds are delivered by the Agency to the original purchaser thereof, provided that with respect to 
the Series 2005 Bonds, “Closing Date” means November 9, 2005, being the date of initial delivery of the 
Series 2005 Bonds; and with respect to the Series 2008 Bonds, “Closing Date” means November 12, 
2008, being the date of initial delivery of the Series 2008 Bonds.
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Code.  The term “Code” means the Internal Revenue Code of 1986, as amended and any 
regulations of the United States Department of the Treasury issued thereunder.

Consultant’s Report.  The term “Consultant’s Report” means a report signed by an Independent 
Financial Consultant or an Independent Redevelopment Consultant, as may be appropriate to the subject 
of the report, and including:

(1) a statement that the person or firm making or giving such report has read the pertinent 
provisions of the Indenture to which such report relates;

(2) a brief statement as to the nature and scope of the examination or investigation upon 
which the report is based;

(3) a statement that, in the opinion of such person or firm, sufficient examination or 
investigation was made as is necessary to enable said Independent Financial Consultant or Independent 
Redevelopment Consultant to express an informed opinion with respect to the subject matter referred to in 
the report.

Corporate Trust Office.  The term “Corporate Trust Office” means such corporate trust office of 
the Trustee as may be designated from time to time by written notice from the Trustee to the Agency, 
initially being such office located in San Francisco, California.

Costs of Issuance.  The term “Costs of Issuance” means all items of expense directly or indirectly 
payable by or reimbursable to the Agency or the City and related to the authorization, issuance, sale and 
delivery of the Bonds, including but not limited to publication and printing costs, costs of preparation and 
reproduction of documents, filing and recording fees, fees and charges of the Trustee, legal fees and 
charges, fees and disbursements of consultants and professionals, rating agency fees, fees and charges for 
preparation, execution, transportation and safekeeping of the Bonds, and any other cost, charge or fee in 
connection with the original issuance of the Bonds.

County Agreement.  The term “County Agreement” means that certain Settlement and Release of 
Claims Agreement, dated January 9, 1996, among the County of Contra Costa, County of Contra Costa 
Fire Protection District and County of Contra Costa Flood Control District (collectively referred to 
therein as the “County”) and the City of Lafayette, City Council of the City of Lafayette and the Lafayette 
Redevelopment Agency (collectively referred to therein as the “City”).

Current Interest Bonds. The term “Current Interest Bonds” means Bonds the interest on which 
is payable on February 1 and August 1 of each year through and including the maturity dates thereof. 

Depository.  The term “Depository” means the securities depository acting as Depository 
pursuant to the Indenture.

Effective Date.  The term “Effective Date” means the earlier of: (i) the first date upon which all 
of the Outstanding Series 2002 Bonds are no longer Outstanding, or (ii) the first date upon which the 
Agency has filed with the Trustee the written consents to the amendments set forth in Article XVII of the 
Indenture of the of the Bond Insurer, if any, and of the Owners of 100% of the Outstanding Series 2002 
Bonds, all in accordance with the terms of Article IX of the Indenture.

Expense Fund.  The term “Expense Fund” means the fund established pursuant to the Indenture.
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Federal Securities.  The term “Federal Securities” means:  direct non-callable obligations of the 
United States of America and securities fully and unconditionally guaranteed as to the timely payment of 
principal and interest by the United States of America, to which direct obligation or guarantee the full 
faith and credit of the United States of America has been pledged, Refcorp interest strips, CATS, TIGRS, 
STRPS, or defeased municipal bonds rated AAA by S&P or Aaa by Moody’s (or any combination 
thereof), or such other securities as may be approved by the Bond Insurer.

Fiscal Year.  The term “Fiscal Year” means the period commencing on July 1 of each year after 
the date of the sale and delivery of the Series 2002 Bonds and terminating on the next succeeding June 30, 
or any other annual accounting period hereafter selected and designated by the Agency as its Fiscal Year 
in accordance with the Law and with notice to the Trustee.

First Supplemental Indenture.  The term “First Supplemental Indenture” means the First 
Supplemental Indenture and all Supplemental Indentures supplementing or amending the First 
Supplemental Indenture.

Indenture.  The term “Indenture” means the Indenture of Trust, dated as of August 1, 2002, by 
and between the Agency and the Trustee, as originally entered into or as it may be amended or 
supplemented by the First Supplement Indenture, the Second Supplemental Indenture and any 
Supplemental Indenture entered into pursuant to the provisions thereof.

Independent Certified Public Accountant.  The term “Independent Certified Public Accountant” 
means any certified public accountant or firm of such accountants duly licensed and entitled to practice 
and practicing as such under the laws of the State of California, appointed and paid by the Agency and 
satisfactory to and approved by the Trustee (who will be under no liability by reason of such approval), 
and who, or each of whom:

(1) is in fact independent and not under the domination of the Agency;

(2) does not have any substantial interest, direct or indirect, with the Agency; and

(3) is not connected with the Agency as a member, officer or employee of the Agency, but 
who may be regularly retained to make annual or other audits of the books of or reports to the Agency.

Independent Financial Consultant.  The term “Independent Financial Consultant” means a 
financial consultant or firm of such consultants generally recognized to be well qualified in the financial 
consulting field, appointed and paid by the Agency and satisfactory to the Trustee, and who, or each of 
whom:

(1) is in fact independent and not under the domination of the Agency;

(2) does not have any substantial interest, direct or indirect, with the Agency; and

(3) is not connected with the Agency as a member, officer or employee of the Agency, but 
who may be regularly retained to make annual or other reports to the Agency.

Independent Redevelopment Consultant.  The term “Independent Redevelopment Consultant” 
means a consultant or firm of such consultants generally recognized to be well qualified in the field of 
consulting relating to tax allocation bond financing by California redevelopment agencies, appointed and 
paid by the Agency and satisfactory to the Trustee, and who, or each of whom:
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(1) is in fact independent and not under the domination of the Agency;

(2) does not have any substantial interest, direct or indirect, with the Agency; and

(3) is not connected with the Agency as a member, officer or employee of the Agency, but 
who may be regularly retained to make annual or other reports to the Agency.

Interest Account.  The term “Interest Account” means the account maintained within the Tax 
Increment Fund pursuant to the Indenture.

Interest Payment Date.  The term “Interest Payment Date” means any February 1 or August 1 on 
which interest on any Series of Bonds is scheduled to be paid, commencing February 1, 2003, with 
respect to the Series 2002 Bonds.

Investment Agreement.  The term “Investment Agreement” means an investment agreement or 
guaranteed investment contract by and between the Trustee and a national or state chartered bank or 
savings and loan institution (including the Trustee), providing for the investment of moneys held in 
certain funds or accounts established pursuant to the Indenture.

Information Services.  The term “Information Services” means Financial Information, Inc.’s 
“Daily Called Bond Service”, 30 Montgomery Street, 10th Floor, Jersey City, New Jersey 07302, 
Attention: Editor; Kenny Information Services’ “Called Bond Service,” 66 Broadway, 16th Floor, New 
York, New York 10006; Moody’s Investors Service “Municipal and Government,” 99 Church Street, 
8th Floor, New York, New York 10007, Attention: Municipal News Reports; Standard & Poor’s 
Corporation “Called Bond Record,” 25 Broadway, 3rd Floor, New York, New York 10004; and, in 
accordance with then current guidelines of the Securities and Exchange Commission, such other 
addresses and/or such other services providing information with respect to the redemption of bonds as the 
Agency may designate in a Written Request of the Agency filed with the Trustee.

Law.  The term “Law” means the Community Redevelopment Law of the State of California 
(being Part I of Division 24 of the Health and Safety Code of the State of California, as amended), and all 
laws amendatory thereof or supplemental to the Indenture.

Letter of Representations.  The term “Letter of Representations” means the letter of the Agency 
and the Trustee delivered to and accepted by the Depository on or prior to the issuance of a series of 
Book-Entry Bonds (which may include a blanket Letter of Representations for all of the Agency’s Bonds) 
setting forth the basis on which the Depository serves as depository for such Book-Entry Bonds, as 
originally executed or as it may be supplemented or revised or replaced by a letter to a substitute 
depository.

Maximum Annual Debt Service.  The term “Maximum Annual Debt Service” means the largest 
Annual Debt Service during the period from the date of such determination through the final maturity date 
of any Outstanding Bonds.

Moody’s.  The term “Moody’s” means Moody’s Investors Service, Inc., a corporation duly 
organized and existing under and by virtue of the laws of the State of Delaware, and its successors and 
assigns, except that if such corporation will be dissolved or liquidated or will no longer perform the 
functions of a securities rating agency, then the term “Moody’s” will be deemed to refer to any other 
nationally recognized securities rating agency selected by the Agency and approved by the Trustee.
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Nominee.  The term “Nominee” will mean the nominee of the Depository, which may be the 
Depository, as determined from time to time pursuant to the Indenture.

Outstanding.  The term “Outstanding” when used as of any particular time with reference to 
Bonds, means (subject to the provisions of the Indenture) all Bonds except:

(1) Bonds theretofore cancelled by the Trustee or surrendered to the Trustee for cancellation;

(2) Bonds paid or deemed to have been paid within the meaning of the Indenture; and

(3) Bonds in lieu of or in substitution for which other Bonds will have been authorized, 
executed, issued and delivered by the Agency pursuant to the Indenture.

Permitted Investments.  The term “Permitted Investments” means, to the extent permitted by 
applicable law:

(i) Certificates or interest-bearing notes or obligations of the United States, or those 
for which the full faith and credit of the United States are pledged for the payment of principal and 
interest.

(ii) Investments in any of the following obligations provided such obligations are 
backed by the full faith and credit of the United States (a) the Export-Import Bank of the United States, 
(b) the Federal Housing Administration, (c) the Government National Mortgage Association (“GNMA”), 
(d) the Rural Economic Community Development Administration (formerly known as the Farmers Home 
Administration), (e) the Federal Financing Bank, (f) the Department of Housing and Urban Development, 
(g) the General Services Administration, (h) the U.S. Maritime Administration or (i) the Small Business 
Administration.

(iii)  Investments in direct obligations in any of the following agencies which 
obligations are not fully guaranteed by the full faith and credit of the United States (a) senior obligations 
by the Federal Home Loan Bank System, (b) senior debt obligations and participation certificates 
(excluding stripped mortgage securities which are purchased at prices exceeding their principal amounts) 
issued by the Federal Home Loan Mortgage Corporation (“FHLMC”) or senior debt obligations and 
mortgage- backed securities (excluding stripped mortgage securities which are purchased at prices 
exceeding their principal amounts) of the Federal National Mortgage Association (“FNMA”) (c) 
obligations of the Resolution Funding Corporation (“REFCORP”) or (d) senior debt obligations of the 
Student Loan Marketing Association (“SLMA”) (excluding securities that do not have a fixed par 
value/or whose terms do not promise a fixed dollar amount at maturity or call date).

(iv) Investments in (a) U.S. dollar denominated deposit accounts, federal funds, 
bankers acceptances, and certificates of deposit of any bank whose short term debt obligations are rated 
A-1+ by S&P and P-1 by Moody’s and maturing no more than 360 calendar days after the date of 
purchase (holding company ratings are not considered as rating of the bank) or (b) Certificates of deposit 
of any bank, which certificates are fully insured by the Federal Deposit Insurance Corporation (“FDIC”).

(v) Investments in money market funds rated “AAAm” or “AAAm-G” by S&P.

(vi) Commercial paper which is rated at the time of purchase in the single highest 
classification, P-1 by Moody’s, Inc. and A-1+ by S&P and which matures not more than 270 calendar 
days after the date of purchase.
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(vii) Pre-refunded municipal obligations defined as follows:  any bonds or other 
obligations rated “AAA” by S&P and “Aaa” by Moody’s (based on an irrevocable escrow account or 
fund) of any state of the United States of America or any agency, instrumentality or local governmental 
unit of any such state which are not callable at the option of the obligor prior to maturity or as to which 
irrevocable instructions have been given by the obligor to call on the date specified in the notice. 

(viii) Municipal obligations rated “Aaa/AAA” or general obligations of States with a 
rating of “A1/A+” or higher by both Moody’s and S&P.

The value of the above investments (paragraphs i-viii) will be determined as follows:

“Value”, which will be determined as of the end of each quarter, means that the value of 
any investments will be calculated as follows:

(a) for securities:

(1) computed on the basis of the bid price last quoted by the Federal Reserve 
Bank of New York on the valuation date and printed in the Wall Street Journal or the 
New York Times; or

(2) a valuation performed by a nationally recognized and accepted pricing 
service whose valuation method consists of the composite average of various bid price 
quotes on the valuation date; or

(3) the lower of two dealer bids on the valuation date.  The dealer or their 
parent holding companies must be rated at least investment grade by S&P and Moody’s 
and must be market makers in the securities being valued.

(b) as to certificates of deposit and banker’s acceptances:  the face  amount thereof, 
plus accrued interest.

(ix) Repurchase agreements with (a) any domestic bank, or domestic branch of a 
foreign bank, the long term debt which is rated at least “A’ by S&P and “A2” by Moody’s; or (n) any 
broker-dealer with “retail customers” or a related affiliate thereof which broker dealer has, or the parent 
company (which guarantees the provider) of which has, long term debt rated at least “A” by S&P and 
“A2” by Moody’s, which broker-dealer falls under the jurisdiction of the Securities Investors Protection 
Corporation; or (c) any other entity rated at least “A” by S&P and “A2” by Moody’s and acceptable to the 
Series 2005 Bond Insurer, provided that:

(a) the repurchase agreement is collateralized with the obligations described in 
paragraphs (i) or (ii) above; or with obligations described in paragraph (iii) (a) and (b) above.

(b) the trustee will value the collateral securities at least weekly and will liquidate 
the collateral securities if any deficiency in the required collateral percentage in not restored 
within (2) business days.

(c) the market value of the collateral must be maintained at: 104% of the total 
principal of the repurchase agreement for obligations described in paragraphs (i) and (ii); 105% of 
the total principal of the repurchase agreement for obligations described in paragraph (iii) (a) and 
(b) above.
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(d) the trustee or a third party acting solely as agent therefore or for the issuer (the 
“Holder of the Collateral”) has possession of the collateral or the collateral has been transferred to 
the Holder of the Collateral in accordance with applicable state and federal laws (other than be 
means of entries on the transferor’s books).

(e) the repurchase agreement will state and an opinion of counsel will be rendered at 
the time such collateral is delivered that the Holder of the Collateral has a perfected first priority 
security interest in the collateral, and substituted collateral and all proceeds thereof.

(f) the repurchase agreement will provide that if during its term the provider’s rating 
by either Moody’s or S&P is withdrawn or suspended or falls below “A-” by S&P or “A3” by 
Moody’s, as appropriate, the provider must, at the direction of the issuer or the trustee (who will
give such direction if so directed by the Series 2005 Bond Insurer), within 10 days of receipt of 
such direction, repurchase all collateral and terminate the agreement, with no penalty or premium 
to the issuer or trustee.

(x) Investment agreements with (a) a domestic or foreign bank or corporation (other 
than a life or property casualty insurance company) the long term debt of which, or, in the case of a 
guaranteed corporation the long term debt is rated at least “AA” by S&P and “Aa2” by Moody’s; or (B) a 
monoline municipal bond insurance company or a subsidiary thereof whose claims paying ability is rated 
at least “AA” by S&P and “Aa2” by Moody’s; provided, that in all cases, by the terms of the investment 
agreement:

(a) interest payments are to be made to the Trustee at least one business day prior to 
debt service payment dates on the Bonds and in such amounts as are necessary to pay debt service 
(or, if the investment agreement is for the construction fund, construction draws) on the Bonds;

(b) the invested funds are available for withdrawal without penalty or premium, at 
any time upon not more than seven days’ prior notice (which notice may be amended or 
withdrawn at any time prior to the specified withdrawal date); provided that the Indenture 
specifically requires the Agency or the Trustee to give notice in accordance with the terms of the 
investment agreement so as to receive funds thereunder with no penalty or premium paid;

(c) the investment agreement will state that it is the unconditional and general 
obligation of, and is not subordinated to any other obligation of, the provider thereof;

(d) a fixed guaranteed rate of interest is to be paid on invested funds and all future 
deposits, if any, required to be made to restore the amount of such funds to the level specified 
under the Indenture;

(e) the term of the investment agreement does not exceed seven years or such longer 
term as approved by the Series 2005 Bond Insurer.  An approved investment agreement for the 
Debt Service Reserve Fund may extend until the maturity for the Bonds;

(f) the Agency or the Trustee receives the opinion of domestic counsel (which 
opinion will be addressed to the Agency and the Series 2005 Bond Insurer) that such investment 
agreement is legal, valid, binding and enforceable upon the provider in accordance with its terms 
and of foreign counsel (if applicable) in form and substance acceptable, and addressed to, the 
Series 2005 Bond Insurer;

(g) the Indenture and investment agreement will provide that if during its term:
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(1) the provider’s rating by either S&P or Moody’s falls below ‘AA-’ or 
‘Aa3’ respectively, the provider must, at the direction of the Agency or the Trustee (who 
will give such direction if, but only if, so directed by the Series 2005 Bond Insurer), 
within 10 days of receipt of such direction, either (i) collateralize the investment 
agreement by delivering or transferring in accordance with applicable state and federal 
laws (other than by means of entries on the provider’s books) to the Agency, the Trustee 
or a third party acting solely as agent therefor (the “Holder of the Collateral”) Permitted 
Collateral which are free and clear of any third-party liens or claims at the Collateral 
Levels set forth below; or (ii) repay the principal of and accrued but unpaid interest on 
the investment (the choice of (i) or (ii) above will be that of the Agency or Trustee, as 
appropriate), and

(2) the provider’s rating by either Moody’s or S&P is withdrawn or 
suspended or falls below “A-” or “A3” by S&P or Moody’s, as appropriate, the provider 
must, at the direction of the Agency or the Trustee (who will give such direction if, but 
only if, so directed by the Series 2005 Bond Insurer), within 10 days of receipt of such 
direction, repay the principal of and accrued but unpaid interest on the investment in 
either case with no penalty or premium to the Agency or Trustee;

(h) The investment agreement will state and an opinion of counsel will be rendered 
that the trustee has a perfected first priority security interest in the Permitted Collateral, any 
substituted collateral and all proceeds thereof (in the case of bearer securities, this means the 
trustee is in possession); and

(i) the investment agreement must provide that if during its term 

(1) the provider will default in its payment obligations, the provider’s 
obligations under the investment agreement will, at the direction of the Agency or the 
Trustee (who will give such direction if so directed by the Series 2005 Bond Insurer), be 
accelerated and amounts invested and accrued but unpaid interest thereon will be repaid 
to the Agency or Trustee, as appropriate;

(2) the provider will become insolvent, not pay its debts as they become due, 
be declared or petition to be declared bankrupt, etc. (“event of insolvency”), the 
provider’s obligations will automatically be accelerated and amounts invested and 
accrued but unpaid interest thereon will be repaid to the Agency or Trustee, as 
appropriate;

(3) the provider fails to perform any of its obligations  under the Investment 
Agreement (other than obligations related to payment or rating) and such breach 
continues for ten (10) Business Days or more after written notice thereof is given by the 
Trustee to the provider, it will be an Event of Default; or

(4) a representation or warranty made by the provider proves to have been 
incorrect or misleading in any material respect when made, it will be an Event of Default 

Permitted Collateral for Investment Agreements (“Permitted Collateral”):

A. U.S. direct Treasury obligations,
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B. Senior debt and/or mortgage backed obligations of GNMA, FNMA or FHLMC 
and other government sponsored agencies backed by the full faith and credit of the U.S. 
government and approved by the Series 2005 Bond Insurer.

C. Collateral levels must be 104% of the total principal deposited under the 
investment agreement for U.S. direct Treasury obligations, GNMA obligations and full faith and 
credit U.S. government obligations and 105% of the total principal deposited under the 
investment agreement for FNMA and FHLMC.

D. The collateral must be held be a third party, segregated and marked to market at 
least weekly.

(xi) Forward delivery agreements approved in writing by the Series 2005 Bond 
Insurer (supported by appropriate opinions of counsel).

(xii) Other forms of investments approved in writing by the Series 2005 Bond Insurer.

Principal Account.  The term “Principal Account” means the account maintained within the Tax 
Increment Fund pursuant to Section 5.06 of the Indenture.

Principal Installment.  The term “Principal Installment” means, with respect to any Principal 
Payment Date, the principal amount of Outstanding Series 2002 Bonds (including mandatory sinking 
fund payments) due on such date, if any. 

Principal Payment Date.  The term “Principal Payment Date” means any August 1 on which 
principal or Accreted Value of any Series of Bonds is scheduled to be paid, commencing on August 1, 
2003 with respect to the Series 2002 Bonds, commencing on August 1, 2008 with respect to the Series 
2005 Bonds and commencing August 1, 2011 with respect to the Series 2008 Bonds.

Project.  The term “Project” means the undertaking of the Agency pursuant to the Redevelopment 
Plan and the Law for the redevelopment of the Project Area.

Project Area.  The term “Project Area” means the territory comprising the Agency’s Lafayette 
Redevelopment Project, as described in the Redevelopment Plan.

Rating Agency.  The term “Rating Agency” means, as of any time and to the extent it is then 
providing or maintaining a rating on the Bonds or any other obligations hereunder at the request of the 
Agency, each of Moody’s, Standard & Poor’s or Fitch, or in the event that neither Moody’s, Standard & 
Poor’s or Fitch then maintains a rating on the Bonds or any other obligations hereunder at the request of 
the Agency, any other nationally recognized rating agency then providing or maintaining a rating on the 
Bonds or any other obligations hereunder at the request of the Agency.

Rebate Fund.  The term “Rebate Fund” means the Rebate Fund established pursuant to 
Section 6.16 of the Indenture.

Rebate Instructions.  The term “Rebate Instructions” means those calculations and directions 
required to be delivered to the Trustee by the Agency pursuant to the Tax Certificate.

Rebate Requirement.  The term “Rebate Requirement” means the Rebate Requirement defined in 
the Tax Certificate.
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Redevelopment Fund.  The term “Redevelopment Fund” means the fund by that name 
established pursuant to the Indenture.

Redevelopment Plan.  The term “Redevelopment Plan” means the redevelopment plan for the 
Lafayette Redevelopment Project Area of the Agency in Lafayette, California, adopted and approved as 
the Redevelopment Plan for the Project by Ordinance No. 437, adopted by the City Council of the City of 
Lafayette, California on December 27, 1994, together with all further amendments to the Indenture made 
in accordance with the Law and the Resolution.

Regulations.  The term “Regulations” means temporary and permanent regulations promulgated 
or applicable under section 103 and all related provisions of the Code. 

Reserve Account.  The term “Reserve Account” means the account maintained within the Tax 
Increment Fund pursuant to the Indenture.

Reserve Account Requirement.  The term “Reserve Account Requirement” means an amount 
equal to the Maximum Annual Debt Service on the Bonds, less a principal amount of Term Bonds of any 
maturity, the proceeds of which were initially deposited into an escrow fund (to be held by the Trustee) 
equal, at any point in time, to the deposit in such escrow fund; provided, that the Reserve Account 
Requirement will not be adjusted because of any such deposit into an escrow fund unless as a condition to 
and following any release of moneys from such escrow fund, the Reserve Account Requirement will be 
satisfied.  In the event the Reserve Account Requirement is less than Maximum Annual Debt Service by 
reason of the deposit of amounts in an escrow fund, as described above, such Reserve Account 
Requirement will be established by a Consultant’s Report which will assume a reduction in the Sinking 
Account Installment payments for each maturity of Term Bonds the proceeds of which were so deposited 
in an escrow fund (in an amount equal to the amount attributable to each such maturity of Term Bonds 
remaining in the escrow fund), which, to the extent practicable, results in approximately equal annual debt 
service on the Bonds Outstanding assuming such reduction in Sinking Account Installment payments.

Responsible Officer.  The term “Responsible Officer” means any Vice-President, Assistant Vice 
President or Trust Officer of the Trustee having regular responsibility for corporate trust matters. 

S&P.  The term “S&P” means Standard and Poor’s Ratings Group and its successors and assigns, 
except that if such corporation will be dissolved or liquidated or will no longer perform the functions of a 
securities rating agency, then the term “S&P” will be deemed to refer to any other nationally-recognized 
rating agency selected by the Agency and approved by the Trustee.

Second Supplemental Indenture.  The term “Second Supplemental Indenture” means the Second 
Supplemental Indenture and all Supplemental Indentures supplementing or amending the Second 
Supplemental Indenture.

Securities Depositories.  The term “Securities Depositories” means: The Depository Trust 
Company, 711 Stewart Avenue, Garden City, New  York 11530, Fax-(516) 277-4039 or 4190; Midwest 
Securities Trust Company, Capital Structures-Call Notification, 440 South LaSalle Street, Chicago, 
Illinois 60605, Fax-(312) 663-2343; Pacific Securities Depository Trust Company, Pacific and Company, 
P.O. Box 7041, San Francisco, California, 94120, Fax - (415) 393-4128; Philadelphia Depository Trust 
Company, Reorganization Division, 1900 Market Street, Philadelphia, Pennsylvania 19103, Attention: 
Bond Department, Dex-(215) 496-5058; or, in accordance with the then-current guidelines of the 
Securities and Exchange Commission, to such other addresses and/or such other securities depositories as 
the Agency may designate.
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Serial Bonds. The term “Serial Bonds” means Bonds for which no Sinking Account Installments 
are provided.  

Series 2002 Bonds. The term “Series 2002 Bonds” means the Redevelopment Agency of the 
City of Lafayette, Lafayette Redevelopment Project Area Tax Allocation Bonds, Series 2002.

Series 2005 Bonds.  The term “Series 2005 Bonds” means the Redevelopment Agency of the 
City of Lafayette, Lafayette Redevelopment Project Tax Allocation Bonds, Series 2005 issued and 
delivered in accordance with Article IV of the Indenture and the First Supplemental Indenture dated as of 
October 1, 2005.

Series 2008 Bonds.  The term “Series 2008 Bonds” means the Redevelopment Agency of the 
City of Lafayette, Lafayette Redevelopment Project Tax Allocation Bonds, Series 2008 issued and 
delivered in accordance with Article IV of the Indenture and the Second Supplemental Indenture dated as 
of November 1, 2008.

Series 2005 Bond Insurance Policy.  The term “Series 2005 Bond Insurance Policy” will mean 
the financial guaranty insurance policy issued by the Insurer insuring the payment of the principal of and 
interest on the Bonds as provided therein.

Series 2005 Bond Insurance Trustee.  The term “Series 2005 Bond Insurance Trustee” will
mean The Bank of New York.

Series 2005 Bond Insurer.  The term “Series 2005 Bond Insurer” will mean Radian Asset 
Assurance Inc., a corporation organized under the laws of the State of New York or any successor thereto.

Series 2002 Continuing Disclosure Agreement.  The term “Series 2002 Continuing Disclosure 
Agreement” means that certain Continuing Disclosure Agreement, dated as of August 1, 2002, between 
the Agency and the Trustee, relating to the Series 2002 Bonds, as it may be amended from time to time in 
accordance with the terms thereof.

Series 2005 Continuing Disclosure Agreement.  The term “Series 2005 Continuing Disclosure 
Agreement” means that certain Continuing Disclosure Agreement, dated as of October 1, 2005, between 
the Agency and the Trustee, relating to the Series 2005 Bonds, as it may be amended from time to time in 
accordance with the terms thereof.

Series 2008 Continuing Disclosure Agreement.  The term “Series 2008 Continuing Disclosure 
Agreement” means that certain Continuing Disclosure Agreement, dated as of November 1, 2008, 
between the Agency and the Trustee, relating to the Series 2008 Bonds, as it may be amended from time 
to time in accordance with the terms thereof.

Sinking Account Installment.  The term “Sinking Account Installment” means the amount of 
money required to be paid by the Agency on a Sinking Account Payment Date toward the retirement of 
any particular Term Bonds on or prior to their respective stated maturities, as set forth in the Indenture.

Sinking Account Payment Date.  The term “Sinking Account Payment Date” means any 
August 1 on which Sinking Account Installments on Term Bonds are scheduled to be paid, as set forth in 
the Indenture.
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Supplemental Indenture.  The term “Supplemental Indenture” means any indenture amendatory 
of or supplemental to the Indenture, but only if and to the extent that such Supplemental Indenture is 
specifically authorized under the Indenture.

Surplus Account.  The term “Surplus Account” means the account maintained within the Tax 
Increment Fund pursuant to the Indenture.

Tax Certificate.  The term “Tax Certificate” means, with respect to any one or more series of 
Bonds, a Certificate or Certificates of the Agency concerning the calculation of any amount to be paid to 
the United States of America pursuant to Section 148(f) of the Code and any other matters relating to the 
exclusion of interest on such Bonds from gross income for federal income tax purposes.

Tax Increment Fund.  The term “Tax Increment Fund” means the fund established pursuant to 
Section 5.01 of the Indenture.

Tax Increment Revenues.  The term “Tax Increment Revenues” means, for each Bond Year, 
beginning in the Bond Year in which the Series 2002 Bonds are issued, the money allocated or paid to the 
Agency derived from (a) that portion of taxes levied upon assessable property within the Project Area 
allocated to the Agency pursuant to Article 6 of Chapter 6 of the Law, Section 16 of Article XVI of the 
Constitution of the State of California, and the Redevelopment Plan (exclusive of (i) amounts, if any, 
received by the Agency with respect to personal property within the Project Area pursuant to Section 
16111 of the Government Code, and (ii) amounts payable by the Agency pursuant to the statutory Pass-
Through Obligations of the Agency in accordance with Section 33607.5 of the Law except to the extent 
such payments are subordinate to the payment of Annual Debt Service), and (b) reimbursements, 
subventions, or other payments made by the State of California with respect to any property taxes that 
would otherwise be due on real or personal property but for an exemption of such property from such 
taxes; and including that portion of such taxes (if any) otherwise required by Section 33334.2 of the Law 
to be deposited in the Low and Moderate Income Housing Fund, but only to the extent necessary to repay 
that portion of the proceeds of the Bonds (including applicable reserves, financing costs and required debt 
service coverage) used to increase or improve the supply of low and moderate income housing within or 
of benefit to the Project Area, and excluding all other amounts of such taxes required to be deposited into 
the Low and Moderate Income Housing Fund.

Term Bonds.  The term “Term Bonds” means Bonds which are payable on or before their 
specified maturity dates from Sinking Account Installments established for that purpose, including the 
Series 2002 Bonds maturing on August 1, 2024 and August 1, 2032; and with respect to the Series 2005 
Bonds, “Term Bonds” means the Series 2005 Bonds maturing on August 1, 2030 and August 1, 2035; and 
with respect to the Series 2008 Bonds, “Term Bonds” means the Series 2008 Bonds maturing on 
August 1, 2029, August 1, 2033 and August 1, 2038.

Term Bond Sinking Account.  The term “Term Bond Sinking Account” means the account 
maintained within the Tax Increment Fund pursuant to the Indenture.

Trustee.  The term “Trustee” means U. S. Bank, National Association, appointed by the Agency 
in the Indenture and acting as an independent fiduciary with the duties and powers provided in the 
Indenture, and its successors and assigns, or any other corporation or association which may at any time 
be substituted in its place, as provided in the Indenture.

Written Request of the Agency.  The term “Written Request of the Agency” means an instrument 
in writing signed by the Executive Director or Treasurer of the Agency, or by any other officer of the 
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Agency duly authorized by the Agency for that purpose, and by the Secretary of the Agency, with the seal 
of the Agency affixed.

EQUAL SECURITY

In consideration of the acceptance of the Series 2008 Bonds by the Owners thereof, the Second
Supplemental Indenture is deemed to be and constitutes a contract between the Agency and the Owners 
from time to time of all Series 2008 Bonds issued thereunder and then Outstanding to secure the full and 
final payment of the interest on and principal of and redemption premiums, if any, on all Series 2008 
Bonds authorized, executed, issued and delivered thereunder, subject to the agreements, conditions, 
covenants and provisions therein contained; and the agreements and covenants therein set forth to be 
performed on behalf of the Agency will be for the equal and proportionate benefit, security and protection 
of all Owners of the Series 2008 Bonds without preference, priority or distinction as to security or 
otherwise of any Series 2008 Bonds over any other Series 2008 Bonds.

THE SERIES 2008 BONDS

General Authorization; Series 2008 Bonds.  The Agency has reviewed all proceedings taken relative to 
the authorization of the Series 2008 Bonds and has found, as a result of such review, and has found and 
determined that all acts, conditions and things required by law to exist, happen or be performed precedent 
to and in connection with the issuance of the Series 2008 Bonds do exist, have happened and have been 
performed in due time, form and manner as required by law, and the Agency is now duly authorized, 
pursuant to each and every requirement of law, to issue the Series 2008 Bonds in the manner and form 
provided in the Indenture and the Second Supplemental Indenture.  Accordingly, the Agency has 
authorized the issuance of the Series 2008 Bonds for the purposes set forth in the preamble of the Second 
Supplemental Indenture.

Redemption of the Bonds.

Selection of Bonds.  For purposes of selecting Bonds for redemption, the Bonds will be composed of 
$5,000 portions and any such portions may be separately redeemed.  Whenever less than all the 
Outstanding Bonds of any Series maturing on any one date are called for redemption at any one time, the 
Trustee will select the Bonds of such Series to be redeemed from the Outstanding Bonds of such Series 
maturing on such date not previously selected for redemption, by lot in any manner which the Trustee 
deems fair.

Purchase in Lieu of Redemption.  In lieu of redemption of any Bond pursuant to the provisions of the 
Indenture, amounts on deposit in the Tax Increment Fund which are available for deposit or deposited in 
the Bonds Sinking Account may also be used and withdrawn by the Trustee at any time, for the purchase 
of such Bonds at public or private sale as and when and at such prices (including brokerage and other 
charges) as the Trustee may in its discretion determine, but not in excess of par plus accrued interest.  
Any accrued interest payable upon the purchase of Bonds will be paid from amounts held in the Tax 
Increment Fund for the payment of interest on the next following Interest Payment Date.  Any Bonds so 
purchased will be cancelled by the Trustee forthwith and will not be reissued.  The principal of any Bonds 
so purchased by the Trustee in any twelve-month period ending 60 days prior to any Sinking Account 
Payment Date in any year will be credited towards and will reduce the principal of such Term Bonds 
required to be redeemed on such Sinking Account Payment Date in such year.

If the funds sufficient to redeem Bonds subject to an optional redemption thereunder are not 
deposited on the date the notice of redemption is distributed, such notice will specify that the redemption 
is subject to the deposit of such funds.
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Notice.  Subject to the last sentence of this paragraph, notice of redemption will be mailed (by first class 
mail) by the Trustee, not less than thirty (30) nor more than sixty (60) days prior to the redemption date to 
(i) the respective Owners of Bonds designated for redemption at their addresses appearing on the bond 
registration books of the Trustee as of the fifteenth day prior to the date of mailing such notice, (ii) one or 
more Information Services and (iii) the Securities Depositories.  Notice of redemption to the Securities 
Depositories and Information Services may also be given by certified, registered or overnight mail, by 
facsimile transmission, or by such other confirmable method as may be requested by the Securities 
Depositories.  Each notice of redemption will state the date of such notice, the Bonds to be redeemed, the 
date of issue of such Bonds, the redemption date, the redemption price, the place or places of redemption 
(including the name and appropriate address or addresses and telephone number or numbers of the 
Trustee), the CUSIP number (if any) of the maturity or maturities, and, if less than all of any such 
maturity, the distinctive certificate numbers of the Bonds of such maturity to be redeemed and, in the case 
of Bonds to be redeemed in part only, the respective portions of the principal amount thereof to be 
redeemed.  Each such notice will also state that on said date there will become due and payable on each of 
such Bonds the redemption price thereof or of said specified portion of the principal amount thereof in the 
case of a Bond to be redeemed in part only, together with interest accrued thereon to the redemption date, 
and the premiums, if any thereof, and that from and after such redemption date interest thereon will cease 
to accrue, and will require that such Bonds be then surrendered at the address or addresses of the Trustee 
specified in the redemption notice.  The Trustee will mail by first class mail with return receipt a second, 
identical notice of redemption sixty days after the scheduled redemption date to Owners who failed to 
surrender their Bonds in connection with such redemption.  The Trustee may give notice of redemption, 
other than mandatory sinking account redemptions and any notices that refer to Bonds that are being 
advance refunded, conditioned upon receipt of funds or any other event.  The Trustee may, at its option, 
prior to the date fixed for redemption in any notice of redemption rescind and cancel any notice of 
redemption.

Failure by the Trustee to give notice pursuant to this Section to any one or more of the 
Information Services or Securities Depositories, or the insufficiency of any such notice will not affect the 
sufficiency of the proceedings for redemption.  The failure of any Owner to receive any redemption 
notice mailed to such Owner and any defect in the notice so mailed will not affect the sufficiency of the 
proceedings for redemption.

Partial Redemption.  Upon surrender of any Bonds redeemed in part only, the Agency will execute and 
the Trustee will authenticate and deliver to the Owner thereof, at the expense of the Agency, a new Bond 
or Bonds of authorized denominations equal in aggregate principal amount to the unredeemed portion of 
the Bond surrendered and of the same interest rate and the same maturity.

In the event that the Bond subject to mandatory redemption is redeemed in part prior to its stated 
maturity date from any moneys other than Principal Installments, the remaining Principal Installments for 
such Bond will be reduced proportionately in each year remaining until and including the final maturity 
date of such Bond.  In the case of mandatory redemption provided in this subsection, the Agency will 
provide the Trustee with a Written Order setting forth the information required under the Indenture.

Effect of Redemption.  When notice of redemption has been duly given as aforesaid, and moneys for 
payment of the redemption price are being held by the Trustee, the Bonds so called for redemption will, 
on the redemption date designated in such notice, become due and payable at the redemption price 
specified in such notice, and from and after the date so designated interest on the Bonds so called for 
redemption will cease to accrue, said Bonds will cease to be entitled to any benefit or security under the 
Indenture, and the Owners of said Bonds will have no rights in respect thereof except to receive payment 
of the redemption price thereof.  The Trustee will, upon surrender for payment of any of said Bonds, pay 
such Bonds at the redemption price aforesaid.
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All Bonds redeemed pursuant to the provisions of this Section will be cancelled upon surrender 
thereof and delivered to the Agency, and no Bonds will be issued in place thereof.

Execution of Bonds.  The Chairperson of the Agency will execute each of the Bonds on behalf of the 
Agency and the Secretary of the Agency will attest each of the Bonds on behalf of the Agency and 
imprint by facsimile the official seal of the Agency thereon.  Any of the signatures of said Chairperson or 
said Secretary may be by printed, lithographed or engraved facsimile reproduction.  In case any officer 
whose signature appears on the Bonds will cease to be such officer before the delivery of the Bonds to the 
purchaser thereof, such signature will nevertheless be valid and sufficient for all purposes the same as 
though he had remained in office until such delivery of the Bonds.  Any Bond may be signed and attested 
on behalf of the Agency by such persons as at the actual date of the execution of such Bond will be the 
proper officers of the Agency although at the nominal date of such Bond any such person may not have 
been such officer of the Agency.

Except as may be provided in a Supplemental Indenture, only such of the Bonds as will bear 
thereon a certificate of authentication and registration in the form recited in the Indenture, executed and 
dated by the Trustee, upon the Written Request of the Agency, will be entitled to any benefits under the 
Indenture or be valid or obligatory for any purpose, and such certificate of the Trustee will be conclusive 
evidence that the Bonds so registered have been duly issued and delivered under the Indenture and are 
entitled to the benefits of the Indenture.

Transfer of Bonds.  Any Bond may, in accordance with its terms, be transferred, upon the books 
required to be kept pursuant to the provisions of the Indenture, by the person in whose name it is 
registered, in person or by his duly authorized attorney, upon surrender of such Bond at the Corporate 
Trust Office for cancellation, accompanied by delivery of a written instrument of transfer in a form 
approved by the Trustee, duly executed.

Whenever any Bond or Bonds will be surrendered for transfer, the Agency will execute and the 
Trustee will authenticate and deliver a new Bond or Bonds for a like aggregate principal amount of the 
same Series, interest rate and maturity date.  The Trustee will require the payment by the Owner 
requesting such transfer of any tax or other governmental charge required to be paid with respect to such 
transfer.

The Trustee will not be required to register the transfer of any Bonds during the fifteen (15) days 
prior to the date of selection of the Bonds for redemption, or of any Bonds selected for redemption.

Exchange of Bonds.  The Bonds may be exchanged at the Corporate Trust Office for a like aggregate 
principal amount of Bonds of the same Series, interest rate and maturity date in other authorized 
denominations.  The Trustee will require the payment by the Owner requesting such exchange of any tax 
or other governmental charge required to be paid with respect to such exchange.  

The Trustee will not be required to exchange any Bonds during the fifteen (15) days prior to the 
date of selection of the Bonds for redemption, or of any Bonds selected for redemption.

Bond Registration Books.  The Trustee will keep at the Corporate Trust Office sufficient books for the 
registration and transfer of the Bonds, which will at all times be open to inspection by the Agency; and, 
upon presentation for such purpose, the Trustee will, under such reasonable regulations as it may 
prescribe, register or transfer the Bonds on said books as provided in the Indenture.

Mutilated, Destroyed, Stolen or Lost Bonds.  In case any Bond will become mutilated, or will be 
believed by the Agency or the Trustee to have been destroyed, stolen or lost, upon proof of ownership 
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satisfactory to the Trustee, and upon the surrender of such mutilated Bond at the Corporate Trust Office 
or upon the receipt of evidence satisfactory to the Trustee of such destruction, theft or loss, and upon 
receipt also of indemnity satisfactory to the Agency and the Trustee, and upon payment by the Owner of 
all expenses incurred by the Agency and the Trustee, the Agency will execute and the Trustee will 
authenticate and deliver at said office a new Bond or Bonds of the same maturity and for the same 
aggregate principal amount, of like tenor and date, bearing the same number or numbers, with such 
notations as the Trustee will determine, in exchange and substitution for and upon cancellation of the 
mutilated Bond, or in lieu of and in substitution for the Bond so destroyed, stolen or lost.

If any such destroyed, stolen or lost Bond will have matured or will have been called for 
redemption, payment of the amount due thereon may be made by the Agency or the Trustee upon receipt 
of like proof, indemnity and payment of expenses.

Any such duplicate Bonds issued pursuant to this section will be entitled to equal and 
proportionate benefits with all other Bonds issued under the Indenture.  The Agency and the Trustee will 
not be required to treat both the original Bond and any duplicate Bond as being Outstanding for the 
purpose of determining the principal amount of Bonds which may be issued under the Indenture or for the 
purpose of determining any percentage of Bonds Outstanding under the Indenture, but both the original 
and duplicate Bond will be treated as one and the same.

Temporary Bonds.  Until definitive Bonds will be prepared, the Agency may cause to be executed and 
delivered in lieu of such definitive Bonds and subject to the same provisions, limitations and conditions as 
are applicable in the case of definitive Bonds, except that they may be in any denominations authorized 
by the Agency, one or more temporary typed, printed, lithographed or engraved Bonds in fully registered 
form, as may be authorized by the Agency, substantially of the same tenor and, until exchange for 
definitive Bonds, entitled and subject to the same benefits and provisions of the Indenture as definitive 
Bonds.  If the Agency issues temporary Bonds it will execute and furnish definitive Bonds without 
unnecessary delay and thereupon the temporary Bonds will be surrendered to the Trustee at the Corporate 
Trust Office, without expense to the Owner in exchange for such definitive Bonds.  All temporary Bonds 
so surrendered will be cancelled by the Trustee and will not be reissued.

Validity of Bonds.  The validity of the authorization and issuance of the Bonds will not be affected in 
any way by any proceedings taken by the Agency for the financing or refinancing of the Project, or by 
any contracts made by the Agency in connection therewith, and will not be dependent upon the 
completion of the financing or refinancing of the Project or upon the performance by any person of his 
obligation with respect to the Project, and the recital contained in the Bonds that the same are issued 
pursuant to the Law will be conclusive evidence of their validity and of the regularity of their issuance.

Bond Register.  (A) The Trustee will keep or cause to be kept sufficient books for the registration and 
transfer of the Bonds, which will at all times, upon reasonable notice, be open to inspection by any 
Bondholder or his agent duly authorized in writing or the Agency; and, upon presentation for such 
purpose, the Trustee will, under such reasonable regulations as it may prescribe, register or transfer or 
cause to be registered or transferred, on such books, Bonds as provided in the Indenture.

(B) The person in whose name any Bond will be registered will be deemed the owner thereof 
for all purposes thereof, and payment of or on account of the interest and principal or Redemption Price 
represented by such Bond will be made only to or upon the order in writing of such Holder, which 
payment will be valid and effectual to satisfy and discharge the liability upon such Bond to the extent of 
the sum or sums so paid.
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(C) Upon initial issuance of the Bonds, the ownership of all such Bonds will be registered in 
the registration records maintained by the Trustee pursuant to the Indenture in the name of U.S. Bank, 
N.A..

Use of Depository; Book-Entry System.  (A)  Any series of Bonds issued under the Indenture may be 
Book-Entry Bonds and will be so designated in the Supplemental Indenture for such series of Bonds.  
Book-Entry Bonds will be evidenced by one Bond maturing on each of the maturity dates as set forth in 
the Indenture providing for the issuance of such Bonds in a denomination corresponding to the total 
principal amount of the Bonds maturing on each maturity date.  Each Bond will be assigned by the 
Trustee a distinctive number or letter or letter and number, and a record of the same will be maintained by 
the Trustee.  Registered ownership of Bonds, or any portion thereof, may not thereafter be transferred 
except as set forth in the Indenture.  Payment of the interest on any Bond will be made on each Interest 
Payment Date to the account, in the manner and at the address indicated in or pursuant to the Letter of 
Representations.

(B) Upon the initial issuance of Book-Entry Bonds, the ownership of all such Book-
Entry Bonds will be registered in the name of Cede & Co., as nominee of DTC, or such other nominee as 
DTC will request pursuant to the Letter of Representations.  The Trustee and the Agency may treat DTC 
(or its nominee) as the sole and exclusive owner of Book-Entry Bonds registered in its name for the 
purposes of payment of the principal of and interest on such Book-Entry Bonds, giving any notice 
permitted or required to be given to Owners of Book-Entry Bonds under the Indenture, registering the 
transfer of Book-Entry Bonds, obtaining any consent or other action to be taken by Owners of the Book-
Entry Bonds and for all other purposes whatsoever; and neither the Trustee nor the Agency will be 
affected by any notice to the contrary.  Neither the Trustee nor the Agency will have any responsibility or 
obligation to any Participant (which will mean, for purposes of the Indenture, securities brokers and 
dealers, banks, trust companies, clearing corporations and other entities, some of whom directly or 
indirectly own DTC), any person claiming a beneficial ownership interest in the Book-Entry Bonds under 
or through DTC or any Participant, or any other person which is not shown on the registration records as 
being an Owner of Book-Entry Bonds, with respect to (i) the accuracy of any records maintained by DTC 
or any Participant, (ii) the payment by DTC or any Participant of any amount in respect of the principal of 
or interest on the Book-Entry Bonds, (iii) any notice which is permitted or required to be given to Owners 
of Book-Entry Bonds under the Indenture, or (iv) any consent given or other action taken by DTC as an 
Owner of Book-Entry Bonds.  The Trustee will pay all principal of and interest on the Book-Entry Bonds 
only at the times, to the accounts, at the addresses and otherwise in accordance with the Representation 
Letter, and all such payments will be valid and effective to satisfy fully and discharge the Agency’s 
obligations with respect to the principal of and interest on the Book-Entry Bonds to the extent of the sum 
or sums so paid.  Upon delivery by DTC to the Trustee of written notice to the effect that DTC has 
determined to substitute a new nominee in place of its then existing nominee, the Book-Entry Bonds will 
be transferable to such new nominee in accordance with the Indenture.

(C) In the event that the Agency determines to discontinue use of the system of book-
entry transfers, the Trustee will, upon the written instruction of the Agency, so notify DTC of such 
decision and the availability of bond certificates.  In such event, the Bonds which were previously Book-
Entry Bonds will be transferable in accordance with the Indenture.  DTC may determine to discontinue 
providing its services with respect to the Book-Entry Bonds at any time by giving written notice of such 
discontinuance to the Agency and the Trustee and discharging its responsibilities with respect to the 
Indenture under applicable law.  In such event, such Bonds will be transferable in accordance with the 
Indenture.  Whenever DTC requests the Agency and the Trustee to do so, the Trustee and the Agency will 
cooperate with DTC in taking appropriate action after reasonable notice to arrange for another securities 
depository to maintain custody of all certificates evidencing the Book-Entry Bonds then Outstanding.  In 
such event, the Book-Entry Bonds will be transferable to such securities depository in accordance with 
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the Indenture, and thereafter, all reference in the Indenture to DTC or its nominee will be deemed to refer 
to such successor securities depository and its nominee, as appropriate.

(D) Notwithstanding any other provision of the Indenture to the contrary, so long as 
all Book-Entry Bonds Outstanding are registered in the name of any nominee of DTC, all payments with 
respect to the principal of and interest on each such Book-Entry Bond and all notices with respect to each 
such Book-Entry Bond will be made and given, respectively, to DTC as provided in the Letter of 
Representations.

(E) The Trustee is thereby authorized and requested to execute and deliver a Letter of 
Representations with respect to any series of Bonds which are designated as Book-Entry Bonds and, in 
connection with any successor nominee for DTC and any successor depository, enter into comparable 
arrangements, and will have the same rights with respect to its actions thereunder as it has with respect to 
its actions under the Indenture.

(F) In the event that any transfer or exchange of Book-Entry Bonds is authorized 
under the Indenture, such transfer or exchange will be accomplished upon receipt by the Trustee from the 
registered owner thereof of the Book-Entry Bonds to be transferred or exchanged and appropriate 
instruments of transfer to the permitted transferee, all in accordance with the applicable provisions of 
Sections 2.06 and 2.07 of the Indenture.  In the event bond certificates are issued to Owners other than 
Cede & Co., its successor as nominee for DTC as holder of all the Book-Entry Bonds, another securities 
depository as holder of all the Book-Entry Bonds, or the nominee of such successor securities depository, 
the provisions of Section 2.03, Section 2.06 and Section 2.07 of the Indenture will also apply to, among 
other things, the registration, exchange and transfer of the Book-Entry Bonds and the method of payment 
of principal of and interest on the Book-Entry Bonds.

ISSUANCE OF ADDITIONAL BONDS

Conditions for the Issuance of Additional Bonds.  The Agency may at any time after the issuance and 
delivery of the initial series of Bonds under the Indenture issue Additional Bonds payable from the Tax 
Increment Revenues and secured by a lien and charge upon the Tax Increment Revenues equal to and on a 
parity with the lien and charge securing the Outstanding Bonds theretofore issued under the Indenture, but 
only subject to the following specific conditions, which are conditions precedent to the issuance of any 
such Additional Bonds:

(a) A Certificate of the Agency will have been filed with the Trustee to the effect that the 
Agency will be in compliance with all covenants set forth in the Indenture and any Supplemental 
Indentures, and no event of default will have occurred and be continuing.

(b) The issuance of such Additional Bonds will have been duly authorized pursuant to the 
Law and all applicable laws, and the issuance of such Additional Bonds will have been provided for by a 
Supplemental Indenture which will specify the following:

(1) The purpose for which such Additional Bonds are to be issued and the fund or 
funds into which the proceeds thereof are to be deposited, including a provision requiring the 
proceeds of such Additional Bonds to be applied solely for (i) the purpose of aiding in financing 
the Project, including payment of all costs incidental to or connected with such financing, and/or 
(ii) the purpose of refunding any Bonds, including payment of all costs incidental to or connected 
with such refunding;

(2) The authorized principal amount of such Additional Bonds;
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(3) The date and the maturity date or dates of such Additional Bonds; provided that 
(i) Principal Payment Dates and term Bonds Sinking Account Payment Dates may occur only on 
Interest Payment Dates, (ii) all such Additional Bonds of like maturity will be identical in all 
respects, except as to number, and (iii) fixed serial maturities or mandatory Term Bonds Sinking 
Account Installments, or any combination thereof, will be established to provide for the 
retirement of all such Additional Bonds on or before their respective maturity dates;

(4) The Interest Payment Dates for such Additional Bonds; provided that Interest 
Payment Dates will be on the same semiannual dates as the Interest Payment Dates for Series 
2002 Bonds;

(5) The denomination and method of numbering of such Additional Bonds;

(6) The redemption premiums, if any, and the redemption terms, if any, for such 
Additional Bonds; 

(7) The amount and due date of each mandatory term Bonds Sinking Account 
Installment, if any, for such Additional Bonds;

(8) The amount, if any, to be deposited from the proceeds of such Additional Bonds 
in the Interest Account;

(9) The amount, if any, to be deposited from the proceeds of such Additional Bonds 
in the Reserve Account; provided that the amount deposited in or credited to such Reserve 
Account will be increased at or prior to the time such Additional Bonds become Outstanding to 
an amount at least equal to the Reserve Account Requirement on all then Outstanding Bonds and 
such Additional Bonds, and that an amount at least equal to the Reserve Account Requirement on 
all Outstanding Bonds will thereafter be maintained in or credited to such Reserve Account;

(10) The form of such Additional Bonds; and

(11) Such other provisions, as are necessary or appropriate and not inconsistent with 
the Indenture.

(c) The Tax Increment Revenues to be received by the Agency in each Fiscal Year in which 
such Additional Bonds are to be Outstanding, based on the most recently equalized assessment roll of the 
County, will be in an amount equal to at least one hundred thirty-five percent (135%) of the Annual Debt 
Service for each such Fiscal Year on all then Outstanding Bonds and such Additional Bonds and any 
unsubordinated loans, advances, indebtedness or other obligations payable from tax increment revenue 
allocable to the Agency pursuant to Section 33670 of the Law.

For the purpose of the issuance of Additional Bonds, the Tax Increment Revenues referred to in 
the Indenture will be increased by amounts, not exceeding 20% of the taxes eligible for allocation to the 
Agency pursuant to the Law, which may be otherwise required by the Law to be set aside for certain 
housing purposes, if, and only to the extent that, the Agency delivers to the Trustee an opinion of counsel 
experienced in redevelopment law to the effect that such amounts may be lawfully made available as Tax 
Increment Revenues and the Agency makes such amounts available as Tax Increment Revenues from the 
date of delivery to the final maturity of such Additional Bonds.

For the purposes of the calculation of the coverage requirements in the Indenture set forth with 
respect to the issuance of Additional Bonds, Outstanding Bonds and Additional Bonds will not include 
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any Bonds the proceeds of which are deposited in an escrow fund held by the Trustee, provided that the 
Supplemental Indenture authorizing the issuance of such Additional Bonds will provide that:

(1) Such proceeds will be deposited or invested in Federal Securities or in an 
Investment Agreement with a financial institution rated Aa or better by S&P’s, at a rate of interest 
which, together with amounts made available by the Agency from Bond proceeds or otherwise, is 
at least sufficient to pay Annual Debt Service on the Bonds the proceeds of which are to be 
deposited in the escrow fund held by the Trustee;

(2) Moneys may be transferred from said escrow fund only if Tax Increment 
Revenues for the then current Fiscal Year will be at least equal to one hundred thirty-five percent 
(135%) of Maximum Annual Debt Service on all Outstanding Bonds and such Additional Bonds 
and any unsubordinated loans, indebtedness or other obligations payable from tax increment 
revenue allocable to the Agency pursuant to Section 33670 of the Law (exclusive of disqualified 
Bonds described in the Indenture), less a principal amount of Bonds which is equal to moneys on 
deposit in said escrow fund after each such transfer; and

(3) Additional Bonds will be redeemed from moneys remaining on deposit in said 
escrow fund at the expiration of a specified escrow period in such manner as may be determined 
by the Agency.

In the event such Additional Bonds are to be issued solely for the purpose of refunding and 
retiring any Outstanding Bonds, interest and principal payments on the Outstanding Bonds to be so 
refunded and retired from the proceeds of such Additional Bonds being issued will be excluded from the 
foregoing computation of Maximum Annual Debt Service.  Nothing contained in the Indenture will limit 
the issuance of any tax allocation bonds of the Agency payable from the Tax Increment Revenues and 
secured by a lien and charge on the Tax Increment Revenues if, after the issuance and delivery of such tax 
allocation bonds, none of the Bonds theretofore issued under the Indenture will be Outstanding.  Nothing 
contained in the Indenture will limit the issuance of any tax allocation bonds of the Agency secured by a 
lien and charge on Tax Increment Revenues junior to that of the Bonds.

Procedure for the Issuance of Additional Bonds.  All of the Additional Bonds will be executed by the 
Agency for issuance under the Indenture and delivered to the Trustee and thereupon will be delivered by 
the Trustee upon the Written Request of the Agency, but only upon receipt by the Trustee of the 
following documents or money or securities:

(1) A certified copy of the Supplemental Indenture authorizing the issuance of such 
Additional Bonds;

(2) A Written Request of the Agency as to the authentication and delivery of such Additional 
Bonds;

(3) An opinion of counsel of recognized standing in the field of law relating to municipal 
bonds to the effect that (a) the Agency has the right and power under the Law to enter into the Indenture 
and all Supplemental Indentures to the Indenture, and the Indenture and all such Supplemental Indentures 
have been duly executed by the Agency and are valid and binding upon the Agency and enforceable in 
accordance with their terms (except as enforcement may be limited by bankruptcy, insolvency, 
reorganization and other similar laws relating to the enforcement of creditors’ rights, by application of 
equitable principles and by exercise of judicial discretion in appropriate cases), and no other authorization 
for the Indenture or such Supplemental Indentures is required; (b) the Indenture creates the valid pledge 
which it purports to create of the Tax Increment Revenues as provided in the Indenture, subject to the 
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application thereof to the purposes and on the conditions permitted by the Indenture; and (c) such 
Additional Bonds are valid and binding special obligations of the Agency, enforceable in accordance with 
their terms (except as enforcement may be limited by bankruptcy, insolvency, reorganization and other 
similar laws relating to the enforcement of creditors’ rights, by application of equitable principles and by 
exercise of judicial discretion in appropriate cases) and the terms of the Indenture and all Supplemental 
Indentures to the Indenture and entitled to the benefits of the Indenture and all such Supplemental 
Indentures and the Law, and such Additional Bonds have been duly and validly authorized and issued in 
accordance with the Law and the Indenture and all such Supplemental Indentures;

(4) A Certificate of the Agency containing such statements as may be reasonably necessary 
to show compliance with the requirements of the Indenture; and

(5) Such further documents, money and securities as are required by the provisions of the 
Indenture and the Supplemental Indenture providing for the issuance of such Additional Bonds.

TAX INCREMENT REVENUES; CREATION OF FUNDS

Receipt and Deposit of Tax Increment Revenues.  The Agency covenants and agrees that all Tax 
Increment Revenues, when and as received, will be received by the Agency in trust under the Indenture 
and will be deemed to be held by the Agency as agent for the Trustee, and will be immediately deposited 
by the Agency with the Trustee in the Tax Increment Fund and will be accounted for through and held in 
trust in the Tax Increment Fund, and the Agency will have no beneficial right or interest in any of such 
money, except only as in the Indenture provided.  All such Tax Increment Revenues, whether received by 
the Agency in trust or deposited with the Trustee, all as in the Indenture provided, will nevertheless be 
disbursed, allocated and applied solely to the uses and purposes in the Indenture or therein set forth, and 
will be accounted for separately and apart from all other money, funds, accounts or other resources of the 
Agency.

Establishment of Expense Fund and Redevelopment Fund.  In addition to the Tax Increment Fund, 
there is thereby created a special trust fund to be held by the Trustee called the “Redevelopment Agency 
of the City of Lafayette, Lafayette Redevelopment Project Area Expense Fund” (the “Expense Fund”).

In addition to the Expense Fund, there is thereby created the “Redevelopment Agency of the City 
of Lafayette, Lafayette Redevelopment Project Area Redevelopment Fund” (thereinafter called the 
“Redevelopment Fund”) to be held by the Agency.

So long as any of the Bonds in the Indenture authorized, or any interest thereon, remain unpaid, 
the moneys in the foregoing funds will be used for no purpose other than those required or permitted by 
the Indenture and the Law.

Expense Fund.  All moneys in the Expense Fund will be applied to the payment of Costs of Issuance 
incurred by the Agency in connection with the authorization, issuance and sale of Bonds.  The Trustee 
will pay moneys from the Expense Fund upon receipt of requisitions drawn thereon and signed by at least 
one duly authorized officer or member of the Agency.  Upon the payment in full of such costs and 
expenses or the making of adequate provision for the payment thereof, evidenced by a Certificate of 
Agency to the Trustee, any balance remaining in such Fund will be deposited in the Redevelopment Fund, 
and pending such application, the moneys in such Fund may be invested as permitted in Section 5.07 of 
the Indenture.

Redevelopment Fund.  Within the Redevelopment Fund, the Agency will establish a Series 2005 Project 
Account and may, at the discretion of the Agency, establish subaccounts within such account.  A “Series 
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___ Project Account” will be established by the Agency for each series of Bonds issued pursuant to the 
Indenture. 

Moneys in the Redevelopment Fund will be used and disbursed in the manner provided by law 
for the purpose of aiding in financing the Project (or for making reimbursements to the Agency for such 
costs theretofore paid by it). 

The Agency warrants that each withdrawal from the Redevelopment Fund will be made in the 
manner provided by law for the purpose of aiding in financing or refinancing the Project or for making 
reimbursements to the Agency for such costs theretofore paid by the Agency.

Establishment and Maintenance of Accounts for Use of Moneys in the Tax Increment Fund.  All 
Tax Increment Revenues in the Tax Increment Fund will be set aside by the Trustee in each Bond Year 
when and as received in the following respective special accounts within the Tax Increment Fund (each of 
which is thereby created and each of which the Agency thereby covenants and agrees to cause to be 
maintained), in the following order of priority (except as otherwise provided in subsection (2) below):

(1) Interest Account;

(2) Principal Account;

(3) Term Bonds Sinking Account;

(4) Reserve Account;

(5) Surplus Account.

All moneys in each of such accounts will be held in trust by the Trustee and will be applied, used and 
withdrawn only for the purposes authorized in the Indenture.

(1) Interest Account.  The Trustee will, at least five (5) days in advance, set aside from the 
Tax Increment Fund and deposit in the Interest Account an amount of money which, together with any 
money contained therein, is equal to the aggregate amount of the interest becoming due and payable on all 
Outstanding Bonds which are Current Interest Bonds on the Interest Payment Dates in such Bond Year.  
No deposit need be made into the Interest Account if the amount contained therein is at least equal to the 
aggregate amount of the interest becoming due and payable on all Outstanding Bonds which are Current 
Interest Bonds on the Interest Payment Dates in such Bond Year.  All moneys in the Interest Account will 
be used and withdrawn by the Trustee solely for the purpose of paying the interest on the Bonds which 
are Current Interest Bonds as it will become due and payable (including accrued interest on any Bonds 
purchased or redeemed prior to maturity).

(2) Principal Account.  The Trustee will, at least five (5) days in advance, set aside from the 
Tax Increment Fund and deposit in the Principal Account an amount of money which, together with any 
money contained therein, is equal to the aggregate amount of principal and Accreted Value becoming due 
and payable on all Outstanding Serial Bonds on the Principal Payment Date in such Bond Year.  No 
deposit need be made into the Principal Account if the amount contained therein is at least equal to the 
aggregate amount of principal and Accreted Value of all Outstanding Serial Bonds becoming due and 
payable on the Principal Payment Date in such Bond Year. All money in the Principal Account will be 
used and withdrawn by the Trustee solely for the purpose of paying principal and Accreted Value of the 
Serial Bonds as they will become due and payable.
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In the event that there will be insufficient money in the Tax Increment Fund to pay in full all such 
principal and Accreted Value and Sinking Account Installments due pursuant to the Indenture in such 
Bond Year, then the money available in the Tax Increment Fund will be applied pro rata to the payment 
of such principal and Accreted Value and Sinking Account Installments in the proportion which all such 
principal and Accreted Value and Sinking Account Installments bear to each other.

(3) Term Bonds Sinking Account.  The Trustee will deposit in the Term Bonds Sinking
Account an amount of money which, together with any money contained therein, is equal to the Sinking 
Account Installments payable on the Sinking Account Payment Date in such Bond Year.  No deposit need 
be made in the Term Bonds Sinking Account if the amount contained therein is at least equal to the 
aggregate amount of all Sinking Account Installments required to be made on the Sinking Account 
Payment Date in such Bond Year.  All moneys in the Term Bonds Sinking Account will be used and 
withdrawn by the Trustee solely for the purpose of purchasing or redeeming the Term Bonds in 
accordance with the Indenture.

(4) Reserve Account.  The Trustee will set aside from the Tax Increment Fund (or subject to 
the terms of any Supplemental Indenture, transfer from an escrow fund created thereunder) and deposit in 
the Reserve Account such amount as may be necessary to maintain on deposit therein an amount equal to 
the Reserve Account Requirement.  No deposit need be made into the Reserve Account so long as there 
will be on deposit therein an amount equal to the Reserve Account Requirement.  All money in or 
credited to the Reserve Account will be used and withdrawn by the Trustee solely for the purpose of 
replenishing the Interest Account, the Principal Account or the Term Bonds Sinking Account in such 
order, in the event of any deficiency in any of such accounts occurring on any Interest Payment Date, 
Principal Payment Date or Sinking Account Payment Date, or for the purpose of paying the interest on or 
the principal or Accreted Value of the Bonds in the event that no other money of the Agency is lawfully 
available therefor, or for the retirement of all Bonds then Outstanding, except that for so long as the 
Agency is not in default under the Indenture, any amount in the Reserve Account in excess of the Reserve 
Account Requirement may, upon Written Request of the Agency, be withdrawn from the Reserve 
Account by the Trustee and transferred to the Surplus Account.

Notwithstanding any provision of the Indenture to the contrary, all or any portion of the Reserve 
Account Requirement for the Bonds may be satisfied by the provision of a policy of insurance, a surety 
bond, a letter of credit or other comparable credit facility, or a combination thereof, which, together with 
moneys on deposit in the Reserve Account, provide funds in an aggregate amount equal to the Reserve 
Account Requirement.  Such policy of insurance, surety bond, letter of credit or comparable credit facility 
secured for the Bonds will, meet the following requirements:

(a) A surety bond or insurance policy issued to the Trustee, by a company licensed 
to issue an insurance policy guaranteeing the timely payment of debt service on the Bonds (a “municipal 
bond insurer”) may be deposited in the Reserve Account to meet the Reserve Account Requirement if the 
claims paying ability of the issuer thereof will be rated “AAA” or “Aaa” by S&P or Moody’s, 
respectively.

(b) A surety bond or insurance policy issued to the Trustee by an entity other than a 
municipal bond insurer may be deposited in the Reserve Account to meet the Reserve Account 
Requirement if the form and substance of such instrument and the issuer thereof will be approved by the 
Bond Insurer.

(c) An unconditional irrevocable letter of credit issued to the Trustee by a bank may 
be deposited in the Reserve Account to meet the Reserve Account Requirement if the issuer thereof is 
rated at least “AA” by S&P.  The letter of credit will be payable in one or more draws upon presentation 
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by the beneficiary of a sight draft accompanied by its certificate that it then holds insufficient funds to 
make a required payment of principal or interest on the bonds.  The draws will be payable within two 
days of presentation of the sight draft.  The letter of credit will be for a term of not less than three years.  
The issuer of the letter of credit will be required to notify the Agency and the Trustee, not later than 30 
months prior to the state expiration date of the letter of credit, as to whether such expiration date will be 
extended, and if so, will indicate the new expiration date.

If such notice indicates that the expiration date will not be extended, the Agency will deposit in the 
Reserve Account an amount sufficient to cause the cash or permitted investments on deposit in the 
Reserve Account together with any other qualifying credit instruments, to equal the Reserve Account 
Requirement on all outstanding Bonds, such deposit to be paid in equal installments on at least a semi-
annual basis over the remaining term of the letter of credit, unless the Reserve Account credit instrument 
is replaced by a Reserve Account credit instrument meeting the requirements in any of (a)-(c) above.  The 
letter of credit will permit a draw in full not less than two weeks prior to the expiration or termination of 
such letter of credit if the letter of credit has not been replaced or renewed.  The Trustee will draw upon 
the letter of credit prior to its expiration or termination unless an acceptable replacement is in place or the 
Reserve Account is fully funded in its required amount.

(d) The use of any Reserve Account credit instrument pursuant to this Section will 
be subject to receipt of an opinion of counsel acceptable to the Bond Insurer and in form and substance 
satisfactory to the Bond Insurer as to the due authorization, execution, delivery and enforceability of such 
instrument in accordance with its terms, subject to applicable laws affecting creditors’ rights generally, 
and, in the event the issuer of such credit instrument is not a domestic entity, an opinion of foreign 
counsel in form and substance satisfactory to the Bond Insurer.  In addition, the use of an irrevocable 
letter of credit will be subject to receipt of an opinion of counsel acceptable to the Bond Insurer and in 
form and substance satisfactory to the Bond Insurer to the effect that payments under such letter of credit 
would not constitute avoidable preferences under Section 547 of the U.S. Bankruptcy Code or similar 
state laws with avoidable preference provisions in the event of the filing of a petition for relief under the 
U.S. Bankruptcy Code or similar state laws by or against the issuer of the bonds (or any other account 
party under the letter of credit).

(e) The obligation to reimburse the issuer of a Reserve Account credit instrument for 
any fees, expenses, claims or draws upon such Reserve Account credit instrument will be subordinate to 
the payment of debt service on the bonds.  The right of the issuer of a Reserve Account credit instrument 
to payment or reimbursement of its fees and expenses will be subordinated to cash replenishment of the 
Reserve Account, and, subject to the second succeeding sentence, its right to reimbursement for claims or 
draws will be on a parity with the case replenishment of the Reserve Account.  The Reserve Account 
credit instrument will provide for a revolving feature under which the amount available thereunder will be 
reinstated to the extent of any reimbursement of draws or claims paid.  If the revolving feature is 
suspended or terminated for any reason, the right of the issuer of the Reserve Account credit instrument to 
reimbursement will be further subordinated to cash replenishment of the Reserve Account to an amount 
equal to the difference between the full original amount available under the Reserve Account credit 
instrument and the amount then available for further draws or claims.  If (i) the issuer of a Reserve 
Account credit instrument becomes insolvent or (ii) the issuer of a Reserve Account credit instrument 
defaults in its payment obligations thereunder or (iii) the claims-paying ability of the issuer of the 
insurance policy or surety bond falls below a S&P “AAA” or a Moody’s “Aaa” or (iv) the rating of the 
issuer of the letter of credit falls below a S&P “AA”, the obligation to reimburse the issuer of the Reserve 
Account credit instrument will be subordinate to the cash replenishment of the Reserve Account.

(f) If (i) the revolving reinstatement feature described in the preceding paragraph is 
suspended or terminated or (ii) the rating of the claims paying ability of the issuer of the surety bond or 
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insurance policy falls below a S&P “AAA” or a Moody’s “Aaa” or (iii) the rating of the issuer of a letter 
of credit falls below a S&P “AA”, the Agency will either (a) deposit into the Reserve Account an amount 
sufficient to cause the cash or Permitted Investments on deposit in the Reserve Account to equal the 
Reserve Account Requirement on all outstanding Bonds, such amount to be paid over the ensuing five 
years in equal installments deposited at least semi-annually or (b) replace such instrument with a surety 
bond, insurance policy or letter of credit meeting the requirements in any of subsections (a)-(c) above 
within six months of such occurrence.  In the event that (w) the rating of the claims-paying ability of the 
issuer of a surety bond or insurance policy falls below “A” or (x) the rating of the issuer of the letter of 
credit falls below “A” or (y) the issuer of the Reserve Account credit instrument defaults in its payment 
obligations or (z) the issuer of the Reserve Account credit instrument becomes insolvent, the Agency will 
either (1) deposit into the Reserve Account an amount sufficient to cause the cash or Permitted 
Investments on deposit in the Reserve Account to equal the Reserve Account Requirement on all 
outstanding Bonds, such amount to be paid over the ensuing year in equal installments on at least a 
monthly basis or (2) replace such instrument with a surety bond, insurance policy or letter of credit 
meeting the requirements in any of subsections (a)-(c) above within six months of such occurrence.

(g) Where applicable, the amount available for draws or claims under the Reserve 
Account credit instrument may be reduced by the amount of cash or Permitted Investments deposited in 
the Reserve Account pursuant to clause (a) of the preceding subparagraph (f).

(h) The Trustee will ascertain the necessity for a claim or draw upon the Reserve 
Account credit instrument and to provide notice to the issuer of the Reserve Account credit instrument in 
accordance with its terms not later than three days (or such longer period as may be necessary depending 
on the permitted time period for honoring a draw under the Reserve Account credit instrument) prior to 
each interest payment date.  Cash on deposit in the Reserve Account will be used (or investments 
purchased with such cash will be liquidated and the proceeds applied as required) prior to any drawing on 
any Reserve Account credit instrument.  If and to the extent that more than one Reserve Account credit 
instrument is deposited in the Reserve Account, drawings thereunder and repayments of costs associated 
therewith will be made on a pro rata basis, calculated by reference to the maximum amounts available 
thereunder.

(5) Surplus Account.  After making the deposits referred to in paragraphs (1) through (4) 
above in such Bond Year, the Trustee will set aside from the Tax Increment Fund and deposit in the 
Surplus Account all money then remaining in the Tax Increment Fund.  On February 2 and August 2 of 
each year if the Agency is not then in default under the Indenture, the Trustee will transfer the money in 
the Surplus Account to the Agency for deposit in the Redevelopment Fund unless, upon the Written 
Request of the Agency, the Trustee is instructed to purchase Bonds.

Notwithstanding the foregoing, the Trustee will first use any funds in the Surplus Account solely 
for the purpose of replenishing the other accounts in the Tax Increment Fund, in the event of any 
deficiency at any time in any of such accounts occurring on any Interest Payment Date, Principal Payment 
Date or Sinking Account Payment Date, or for the purpose of paying the interest on or the principal or 
Accreted Value of or redemption premiums, if any, on the Bonds in the event that no other money of the
Agency is lawfully available therefor, or for the retirement (together with other available money) of all 
Bonds then Outstanding.

Purchases of Outstanding Bonds may be made by the Trustee from moneys in the Surplus 
Account, upon the Written Request of the Agency, at public or private sale as and when and at such prices 
as the Trustee may in its discretion determine; provided that, unless otherwise authorized by the Law, 
such prices (including brokerage or other expenses) will not exceed the greater of (i) par plus accrued 
interest (in the case of Current Interest Bonds) or Accreted Value (in the case of Capital Appreciation 
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Bonds), or (ii) the price at which the Bonds may then be called for redemption.  Any accrued interest 
payable upon the purchase of Current Interest Bonds may be paid from amounts held in the Tax 
Increment Fund for the payment of interest on the next following Interest Payment Date.  Any Bonds so 
purchased will be cancelled by the Trustee forthwith and will not be reissued.  The amount of Bond 
Obligation of any Term Bonds so purchased by the Trustee in any twelve-month period ending 60 days 
prior to any Sinking Account Payment Date in any year will be credited towards and will reduce the 
amount of Bond Obligation of such Term Bonds required to be redeemed on such Sinking Account 
Payment Date in such year.

Investment of Moneys in Funds and Accounts.  Moneys in the Interest Account, the Principal Account, 
the Term Bonds Sinking Account and the Surplus Account in the Tax Increment Fund, upon the Written 
Request of the Agency, will be invested by the Trustee in Permitted Investments.  If such instructions are 
not provided, the Trustee will invest such funds in Permitted Investments described in Clause (9) of the 
definition thereof.  Moneys in the Interest Account representing accrued interest paid to the Agency upon 
the initial sale and delivery of any Bonds and in the Reserve Account, upon the Written Request of the 
Agency, will be invested by the Trustee in Permitted Investments.  The obligations in which moneys in 
the Tax Increment Fund, the Interest Account, the Principal Account, the Term Bond Sinking Account or 
the Surplus Account are so invested will mature prior to the date on which such moneys are estimated to 
be required to be paid out under the Indenture.  Moneys in the Reserve Account will be invested in 
Permitted Investments with maturities not longer than ten (10) years, the average life of which is no 
longer than five (5) years.  Moneys in the Redevelopment Fund may be invested by the Agency in any 
investments permitted by law.  Any interest, income or profits from the deposits or investments of the 
Redevelopment Fund will remain in the Redevelopment Fund.  Any interest, income or profits from the 
deposits or investments of all other funds and accounts held by the Trustee (other than the Rebate Fund) 
will be deposited in the Tax Increment Fund.  For purposes of determining the amount on deposit in any 
fund or account held by the Trustee under the Indenture, all Permitted Investments credited to such fund 
or account will be valued at the lower of cost or the market price thereof (excluding accrued interest and 
brokerage commissions, if any); provided that Permitted Investments credited to the Reserve Account will 
be valued at market value (exclusive of accrued interest and brokerage commissions, if any), and any 
deficiency in the Reserve Account resulting from a decline in market value will be restored to the Reserve 
Account Requirement no later than the next valuation date.  Amounts in the funds and accounts held by 
the Trustee under the Indenture will be valued at least annually on the first day of August.

AMENDMENTS TO TAKE EFFECT ON THE EFFECTIVE DATE

Amendments to the Indenture to Take Effect on the Effective Date Only.  The Indenture is amended 
and supplemented by the addition of the provisions below in this section; provided, however, that these 
provisions will become effective only on and after the Effective Date.

Definitions.  (a)  The following words and terms, as used in the First Supplemental Indenture, will have 
the following meanings unless the context or use clearly indicates another or different meaning or intent 
and such definitions will be equally applicable to both the singular and plural forms of the terms and 
words defined therein:

Agency Swap Payments.  The term “Agency Swap Payments” means, with respect to a Qualified 
Swap Agreement, the regularly scheduled payments payable by the Agency under such Qualified Swap 
Agreement, without regard to netting of payments payable by the counterparty to the Agency thereunder.

Credit Provider.  The term “Credit Provider” means any municipal bond insurance company, 
bank or other financial institution or organization which is performing in all material respects its 
obligations under any Credit Support Instrument for some or all of the Parity Obligations.
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Credit Provider Reimbursement Obligations.  The term “Credit Provider Reimbursement 
Obligations” means obligations of the Agency to pay from the Tax Increment Revenues amounts due 
under a Credit Support Agreement, including without limitation, amounts advanced by a Credit Provider 
pursuant to a Credit Support Instrument as credit support or liquidity for Parity Obligations and the 
interest with respect thereto.

Credit Support Agreement.  The term “Credit Support Agreement” means, with respect to any 
Credit Support Instrument, the agreement or agreements (which may be the Credit Support Instrument 
itself) between the Agency and the applicable Credit Provider, as originally executed or as it may from 
time to time be replaced, supplemented or amended in accordance with the provisions thereof, providing 
for the reimbursement to the Credit Provider for payments under such Credit Support Instrument or for 
extensions of credit made to the Agency by the Credit Provider, and the interest thereon, and includes any 
subsequent agreement pursuant to which a substitute Credit Support Instrument is provided, together with 
any related pledge agreement, security agreement or other security document.

Credit Support Instrument.  The term “Credit Support Instrument” means a policy of insurance, 
a letter of credit, a stand-by purchase agreement, revolving credit agreement or other credit arrangement 
pursuant to which a Credit Provider provides credit and/or liquidity support with respect to the payment 
of interest, principal, redemption price or purchase price of any Parity Obligations but will not include 
any such instrument utilized to satisfy the Reserve Account Requirement.

Hedged Bonds.  The term “Hedged Bonds” means Bonds issued hereunder as Variable Rate 
Indebtedness for which a Qualified Swap Agreement has been entered into under which all of the 
following apply: (a) the term of the Qualified Swap Agreement is coterminous with the maturity of the 
Hedged Bonds, (b) the initial notional amount of the Qualified Swap Agreement is equal to the initial 
principal amount of the Hedged Bonds and the notional amount of the Qualified Swap Agreement reduces 
at the same times and in the same amounts as the scheduled payment of principal (whether at maturity or 
as a result of mandatory sinking account redemption) of the Hedged Bonds, (c) the Agency’s payment 
obligations under the Qualified Swap Agreement are based upon a fixed interest rate for the term thereof, 
and (d) the counterparty’s payment obligations under the Qualified Swap Agreement are not expected to 
deviate from the interest payments on the Hedged Bonds by more than 25 basis points as certified by the 
counterparty at the time of entering into the Qualified Swap Agreement.

Net Payment.  The term “Net Payment” means with respect to a Qualified Swap Agreement, the 
net amount payable or receivable by the Agency in connection with each scheduled payment date (other 
than Termination Payments) under such Qualified Swap Agreement.  For purposes of the calculations 
required therein, if a Net Payment is payable by the Agency, it will be expressed as a positive number and 
if a Net Payment is receivable by the Agency, it will be expressed as a negative number.

Obligations.  The term “Obligations” means (a) obligations with respect to borrowed money and 
includes bonds, notes or other evidences of indebtedness, installment purchase payments under any 
contract, and lease payments under any financing or capital lease (determined to be such in accordance 
with Generally Accepted Accounting Principles), which are payable from the Tax Increment Revenues, 
(b) obligations to replenish any debt service reserve fund with respect to obligations of the Agency 
described in (a) above; (c) obligations secured by or payable from any of obligations of the Agency 
described in (a) above; (d) obligations payable from the Tax Increment Revenues and entered into in 
connection with, relating to, or otherwise serving as a hedge with respect to, an obligation described in 
(a), (b) or (c) above under any Public Finance Contract; and (e) Credit Provider Reimbursement 
Obligations.
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Parity Obligations.  The term “Parity Obligations” means Bonds and any Obligations which are 
payable from the Tax Increment Revenues on a parity with the payment of the Bonds and which satisfy 
the applicable conditions of Article IV of the Indenture, including without limitation Credit Provider 
Reimbursement Obligations and Net Payments due under Qualified Swap Agreements (but excluding any 
Termination Payments thereunder).  Parity Obligations include the Series 2008 Bonds.

Public Finance Contract.  The term “Public Finance Contract” means (i) any contract providing 
for payments based on levels of, or changes in, interest rates or other indices, (ii) any contract to exchange 
cash flows or a series of payments, or (iii) any contract to hedge payment, rate spread or similar exposure, 
including but not limited to interest, any interest rate swap agreement, forward payment conversion 
agreement or futures contract, any contract providing for payments based on levels of, or changes in, 
interest rates or other indices, any contract to exchange cash flows or a series of payments, or any 
contract, including, without limitation, an interest rate floor or cap, or an option, put or call, to hedge 
payment, rate, spread or similar exposure, between the Agency and a Qualified Counterparty.

Qualified Counterparty.  The term “Qualified Counterparty” means a party (other than the 
Agency or a party related to the Agency) who is the other party to a Qualified Swap Agreement and 
(1)(A) whose senior debt obligations (or whose credit support provider’s senior debt obligations) are rated 
at least equal to one or more of the following ratings assigned by the Rating Agencies:  “AA-” from Fitch, 
“Aa3” from Moody’s or “AA-” from S&P, as applicable, as of the date of execution of the Qualified 
Swap Agreement, or (B) whose obligations under the Qualified Swap Agreement are guaranteed for the 
entire term of the Qualified Swap Agreement by a bond insurer or other institution which has been 
assigned a credit rating at least equal to one or more of the following ratings assigned by the Rating 
Agencies:  “AA-” from Fitch, “Aa3” from Moody’s or “AA-” from S&P, as applicable, as of the date of 
execution of the Qualified Swap Agreement, or (C) whose obligations under the Qualified Swap 
Agreement are collateralized in such a manner as to obtain a rating at least equal to one or more of the 
following ratings assigned by the Rating Agencies:  “AA-” from Fitch, “Aa3” from Moody’s or “AA-” 
from S&P, as applicable, as of the date of execution of the Qualified Swap Agreement and (2) who is 
otherwise qualified to act as the other party to a Qualified Swap Agreement under all applicable laws of 
the State; provided that upon the downgrade of such party to a Qualified Swap Agreement, any collateral 
posted to offset the Agency’s position will be in the following forms and amounts (expressed as a 
percentage the cost to the Agency of replacing the Qualified Swap Agreement): (i) cash, 100%; (ii) U.S. 
Treasury obligations maturing in less than two years, 102%; (iii) U.S. Treasury obligations maturing 
between two and ten years, 103%; or (iv) U.S. Treasury obligations maturing in more than ten years, 
104%.

Qualified Swap Agreement.  The term “Qualified Swap Agreement” means a Public Finance 
Contract, the Agency’s obligations to make Net Payments under which are payable from the Tax 
Increment Revenues on a parity with the payment of other Parity Obligations and satisfying the 
conditions of Article IV of the Indenture as it may be amended pursuant to the terms hereof, intended to 
place Parity Obligations or the applicable investments on the interest rate, cash flow or such other basis 
desired by the Agency.

Termination Payment.  The term “Termination Payment” means with respect to a Qualified 
Swap Agreement, the amount payable by the Agency as a result of the termination of such Qualified 
Swap Agreement prior to its scheduled expiration date.

Variable Rate Indebtedness.  The term “Variable Rate Indebtedness” means any Bonds, the 
interest rate on which to the maturity thereof is not established at a rate which is not subject to fluctuation 
or subsequent adjustment, either at the time of issuance of such Obligation or some subsequent date.
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(b)  In addition, the following definition under the Original Indenture is amended and restated as 
follows:

Annual Debt Service. The term “Annual Debt Service” means, for each Bond Year, the sum of 
(1) the interest falling due on Parity Obligations in such year, assuming that all Parity Obligations are 
retired as scheduled and that the Outstanding Term Bonds or Parity Obligations, if any, are redeemed 
from such Sinking Account Installments as may be scheduled, (2) the principal amount of all Parity 
Obligations, if any, falling due by their terms in such year, (3) the Accreted Value of the Outstanding 
Parity Obligations which are Capital Appreciation Bonds or obligations, if any, falling due by their terms 
in such year, and (4) the Sinking Account Installments required to be made in such year to pay or redeem 
Outstanding Term Bonds or Parity Obligations.

Issuance of Hedged Bonds; Qualified Swap Agreements.  The Agency may, at any time and from time 
to time, provide for the issuance of Additional Bonds pursuant to the provisions of the Indenture that are 
Hedged Bonds, provided that such Hedged Bonds and Supplemental Indenture providing for the issuance 
thereof satisfy the following requirements:

(a) The aggregate amount of such Hedged Bonds outstanding does not at any time exceed 
forty percent (40%) of all outstanding Parity Obligations, provided, however, to the extent that such 
Hedged Bonds in excess of forty percent (40%) of all outstanding Parity Obligations is secured with a 
financial guaranty insurance policy from a monoline municipal bond insurance company whose claims 
paying ability is rated at least "A" by S&P and "A2" by Moody's, then this clause (a) will not apply;

(b) Concurrent with the issuance of such Hedged Bonds, the Agency will issue or enter into 
an obligation or commitment which is a Qualified Swap Agreement, the Net Payments under which will 
constitute Parity Obligations, provided (i) the Qualified Swap Agreement will relate to a principal amount 
of Outstanding Parity Obligations specified by an Authorized Agency Representative; and (ii) the 
notional amount of the Qualified Swap Agreement will not exceed the principal amount of the related 
Parity Obligations;

(c) The provisions of the Indenture relating to the Tax Increment Fund will be amended to 
reflect that amounts payable to the counterparty from the Agency, including Agency Swap Payments, and 
amounts payable to the Agency from the counterparty under the Qualified Swap Agreement, including 
Net Payments, if any, with respect to such Hedged Bonds will pass through the Tax Increment Fund, and 
not be paid directly by the Agency to such counterparty or to the Agency by such counterparty; and

(d) The Agency’s obligation to pay any Termination Payments in connection with such 
Hedged Bonds is expressly subordinate to the pledge of Tax Increment Revenues to secure the obligation 
to pay Annual Debt Service and any other payments due in connection with Parity Obligations 
thereunder.

COVENANTS OF THE AGENCY

Punctual Payment.  The Agency will punctually pay the interest on and principal of and redemption 
premiums, if any, to become due with respect to the Bonds, in strict conformity with the terms of the 
Bonds and of the Indenture and will faithfully satisfy, observe and perform all conditions, covenants and 
requirements of the Bonds and of the Indenture.

Against Encumbrances.  The Agency will not mortgage or otherwise encumber, pledge or place any 
charge upon any of the Tax Increment Revenues, except as provided in the Indenture, and will not issue 
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any obligation or security superior to or on a parity with the Bonds payable in whole or in part from the 
Tax Increment Revenues (other than Additional Bonds).

Extension or Funding of Claims for Interest.  In order to prevent any claims for interest after maturity, 
the Agency will not, directly or indirectly, extend or consent to the extension of the time for the payment 
of any claim for interest on any Bonds and will not, directly or indirectly, be a party to or approve any 
such arrangements by purchasing or funding said claims for interest or in any other manner.  In case any 
such claim for interest will be extended or funded, whether or not with the consent of the Agency, such 
claim for interest so extended or funded will not be entitled, in case of default under the Indenture, to the 
benefits of the Indenture, except subject to the prior payment in full of the principal of all of the Bonds 
then Outstanding and of all claims for interest which will not have been so extended or funded.

Management and Operation of Properties.  The Agency will manage and operate all properties owned 
by the Agency and comprising any part of the Project in a sound and business-like manner and in 
conformity with all valid requirements of any governmental authority relative to the Project or any part 
thereof, and will keep such properties insured at all times in conformity with sound business practice.

Payment of Claims.  The Agency will pay and discharge any and all lawful claims for labor, materials or 
supplies which, if unpaid, might become a lien or charge upon the properties owned by the Agency or 
upon the Tax Increment Revenues or any part thereof, or upon any funds in the hands of the Trustee, or 
which might impair the security of the Bonds; provided that nothing in the Indenture contained will 
require the Agency to make any such payments so long as the Agency in good faith will contest the 
validity of any such claims.

Books and Accounts; Financial and Project Statements.  The Agency will keep proper books of record 
and accounts, separate from all other records and accounts of the Agency, in which complete and correct 
entries will be made of all transactions relating to the Project and the Tax Increment Fund.  Such books of 
record and accounts will at all times during business hours be subject to the inspection of the Trustee or of 
the Owners of not less than ten percent (10%) of the aggregate amount of Bond Obligation or their 
representatives authorized in writing.

The Agency will prepare and file with the Trustee and the Bond Insurer annually as soon as 
practicable, but in any event not later than one hundred eighty (180) days after the close of each Fiscal 
Year, so long as any Bonds are Outstanding, an audited financial statement of the Agency for the 
preceding Fiscal Year prepared by an Independent Certified Public Accountant, which audited financial 
statement will include a statement as to the manner and extent to which the Agency has complied with the 
provisions of the Indenture as it relates to the funds and accounts established pursuant to the Indenture.  
The Agency will also prepare and file with the Bond Insurer annually as soon as practicable, but in any 
event not later than one hundred eighty (180) days after the close of each Fiscal Year (i) a budget for the 
succeeding Fiscal Year, (ii) a statement of amounts on deposit in the Tax Increment Fund and all other 
funds or accounts established pursuant to the Indenture, and (iii) a statement of the then current assessed 
value of the properties subject to the taxes providing Tax Increment Revenues for the Bonds; and as to the 
Reserve Account, the amount on deposit therein as of the last valuation date.  The Agency will also 
prepare and file with the Trustee annually as soon as practicable, but in any event not later than one 
hundred eighty (180) days after the close of each Fiscal Year, a summary statement showing the status of 
the Project for the preceding Fiscal Year.  The Agency will furnish a copy of such audited financial 
statement and such summary statement to any Owner upon request, and will furnish to the Trustee such 
reasonable number of copies thereof as may be required by the Trustee for distribution (at the expense of 
the Agency) to investment bankers, security dealers and others interested in the Bonds.
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Protection of Security and Rights of Owners.  The Agency will preserve and protect the security of the 
Bonds and the rights of the Owners, and will warrant and defend their rights against all claims and 
demands of all persons.  From and after the sale and delivery of any Bonds by the Agency, such Bonds 
will be incontestable by the Agency.

Payment of Taxes and Other Charges.  Subject to the provisions of the Indenture, the Agency will pay 
and discharge all taxes, service charges, assessments and other governmental charges which may 
hereafter be lawfully imposed upon the Agency or any properties owned by the Agency in the Project 
Area, or upon the revenues therefrom, when the same will become due; provided that nothing in the 
Indenture contained will  require the Agency to make any such payments so long as the Agency in good 
faith will contest the validity of any such taxes, service charges, assessments or other governmental 
charges.

Financing the Project.  The Agency will commence the financing of the Project to be aided with the 
proceeds of the Bonds with all practicable dispatch, and such financing will be accomplished and 
completed in a sound, economical and expeditious manner and in conformity with the Redevelopment 
Plan and the Law so as to complete the Project as soon as possible.

Taxation of Leased Property.  Whenever any property in the Project is redeveloped by the Agency and 
thereafter is leased by the Agency to any person or persons, or whenever the Agency leases any real 
property in the Project to any person or persons for redevelopment, the property will be assessed and 
taxed in the same manner as privately-owned property (in accordance with the Law), and the lease or 
contract will provide (1) that the lessee will pay taxes upon the assessed value of the entire property and 
not merely upon the assessed value of the leasehold interest, and (2) that if for any reason the taxes paid 
by the lessee on such property in any year during the term of the lease will be less than the taxes that 
would have been payable upon the entire property if the property were assessed and taxed in the same 
manner as privately-owned property, the lessee will pay such difference to the Agency within thirty (30) 
days after the taxes for such year become payable, and in any event prior to the delinquency date of such 
taxes established by law.

Disposition of Property in Project Area.  The Agency will not, except as otherwise provided in Section 
6.11 of the Indenture, authorize the disposition of any real property in the Project Area to anyone which 
will result in such property becoming exempt from taxation because of public ownership or use or 
otherwise (except for public ownership or use contemplated by the Redevelopment Plan in effect on the 
date of adoption of the Indenture, or property to be used for public streets or public off-street parking 
facilities or easements or rights of way for public utilities, or other similar uses) if such dispositions, 
together with all similar prior dispositions on or subsequent to the effective date of the Indenture, will 
comprise more than ten percent (10%) of the assessed valuation (as shown on the most recent equalization 
assessment roll of the County) in the Project Area.  If the Agency proposes to make any such disposition 
which, together with all similar dispositions on or subsequent to the effective date of the Indenture, will 
comprise more than ten percent (10%) of the assessed valuation (as shown on the most recent equalization 
assessment roll of the County) in the Project Area, it will cause to be filed with the Trustee a Consultant’s 
Report on the effect of such proposed disposition.  If the Consultant’s Report concludes that the Tax 
Increment Revenues will not be materially reduced by such proposed disposition, the Agency may 
proceed with such proposed disposition.  If the Consultant’s Report concludes that Tax Increments will be 
materially reduced by such proposed disposition, the Agency will as a condition precedent to proceeding 
with such proposed disposition, require that such new owner or owners either:

(1) Pay to the Trustee, so long as any of the Bonds are Outstanding, an amount equal to the 
amount that would have been received by the Agency as Tax Increment Revenues if such property were 
assessed and taxed in the same manner as privately-owned non-exempt property, which payment will be 
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made within thirty (30) days after taxes for each year would become payable to the taxing agencies for 
non-exempt property and in any event prior to the delinquency date of such taxes established by law; or

(2) Pay to the Trustee a single sum equal to the amount estimated by an Independent 
Redevelopment Consultant to be receivable from taxes on such property from the date of such payment to 
the last maturity date of all Outstanding Bonds, less a reasonable discount value.

All such payments to the Trustee in lieu of taxes will be treated as Tax Increment Revenues and 
will be deposited by the Trustee in the Tax Increment Fund.

Amendment of Redevelopment Plan.  The Agency will not amend the Redevelopment Plan except as 
provided in this section.  If the Agency proposes to amend the Redevelopment Plan, it will cause to be 
filed with the Trustee a Consultant’s Report on the effect of such proposed amendment.  If the 
Consultant’s Report concludes that Tax Increment Revenues will not be materially reduced by such 
proposed amendment, the Agency may undertake such amendment.  If the Consultant’s Report concludes 
that Tax Increment Revenues will be materially reduced by such proposed amendment, the Agency may 
not undertake such proposed amendment.

Tax Increment Revenues.  The Agency will comply with all requirements of the Law to insure the 
allocation and payment to it of the Tax Increment Revenues, including without limitation the timely filing 
of any necessary statements of indebtedness with appropriate officials of Contra Costa County, and will 
forward information copies of each such filing to the Trustee.  

The Agency expressly finds and determines that the pledge, payment and setting aside of Tax 
Increment Revenues as provided for in the Resolution is not subject to any limitation contained in Article 
XIIIB of the Constitution of the State of California.

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

Tax Covenants; Rebate Fund.

(a) The Agency covenants that it will not take any action, or fail to take any action, if any 
such action or failure to take action would adversely affect the exclusion from gross income of the interest 
on any of the Bonds under Section 103 of the Code.  The Agency will not directly or indirectly use or 
permit the use of any proceeds of the Bonds or any other funds of the Agency, or take or omit to take any 
action, that would cause any of the Bonds to be “private activity bonds” or “private loan bonds” within 
the meaning of Section 141 of the Code, or “arbitrage bonds” within the meaning of Section 148(a) of the 
Code, or to be “federally guaranteed” within the meaning of Section 149(b) of the Code.  To that end, the 
Agency will comply with all requirements of Section 148 of the Code to the extent applicable to any of 
the Bonds.  Without limiting the generality of the foregoing, the Agency agrees that there will be paid 
from time to time all amounts required to be rebated to the United States pursuant to Section 148(f) of the 
Code and any temporary, proposed or final Treasury Regulations as may be applicable to the Bonds from 
time to time.  In the event that at any time the Agency is of the opinion that for purposes of the Indenture 
it is necessary to restrict or limit the yield on the investment of any moneys held by the Trustee under the 
Indenture, the Agency will instruct the Trustee in writing, and the Trustee will take such action as may be 
necessary in accordance with such instructions.
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(b) The Trustee will establish and maintain a fund separate from any other fund established 
and maintained under the Indenture designated as the Rebate Fund.  Notwithstanding any other provision 
of the Indenture to the contrary, all amounts deposited into or on deposit in the Rebate Fund will be 
governed by this section and by the Tax Certificate (which is incorporated in the Indenture by reference).  
The Agency will cause to be deposited in the Rebate Fund the Rebate Requirement as provided in the Tax 
Certificate.  Subject to the provisions of Section 6.16 of the Indenture, all money at any time deposited in 
the Rebate Fund will be held by the Trustee in trust for payment to the federal government of the United 
States of America.  The Agency and the Owners will have no rights in or claim to such money.

(c) Upon the written direction of the Agency, the Trustee will invest all amounts held in the 
Rebate Fund in Permitted Investments, subject to the restrictions set forth in the Tax Certificate.

(d) Upon receipt of the Rebate Instructions required to be delivered to the Trustee by the Tax 
Certificate, the Trustee will remit part or all of the balances held in the Rebate Fund to the federal 
government of the United States of America, as so directed.  In addition, if the Rebate Instructions so 
direct, the Trustee will deposit moneys into or transfer moneys out of the Rebate Fund from or into such 
accounts or funds as the Rebate Instructions direct.  Any funds remaining in the Rebate Fund after 
redemption and payment of all of the Series 2002 Bonds and payment of any required rebate amount, or 
provision made therefor satisfactory to the Trustee, will be withdrawn and remitted to the Agency.

(e) The Trustee will have no obligation to pay any amounts required to be remitted pursuant 
to the Indenture, other than from moneys held in the funds and accounts created under the Indenture or 
from other moneys provided to it by the Agency.

(f) The Trustee will conclusively be deemed to have complied with the provisions of the 
Indenture if it follows the directions of the Agency set forth in the Rebate Instructions, and will not be 
required to take any actions thereunder in the absence of Rebate Instructions from the Agency.

(g) Notwithstanding any other provision of the Indenture, the obligation of the Agency to 
remit or cause to be remitted any required rebate amount to the United States government and to comply 
with all other requirements of this section and the Tax Certificate will survive the defeasance or payment 
in full of the Series 2008 Bonds.

(h) Notwithstanding any provision of this section to the contrary, if the Agency will provide 
to the Trustee an opinion of Bond Counsel to the effect that any action required under the Indenture is no 
longer required, or that some further or different action is required, to maintain the exclusion from Federal 
gross income of the interest on the Bonds pursuant to the Code, the Trustee and the Agency may 
conclusively rely on such opinion in complying with the provisions of this section, and the provisions of 
the Indenture will be deemed to be modified to that extent.  Nothing contained in the Indenture will be 
construed as prohibiting the issuance of Bonds the interest on which is not excludable from gross income 
under Section 103 of the Code, provided, that such Bonds may be issued and the proceeds thereof used 
without violating any of the covenants in this section as they may apply to any other Bonds.

Compliance with County Agreement.  So long as the County Agreement is in full force and effect, the 
Agency will monitor the total amount of Countable Tax Increment Revenue (as defined in the County 
Agreement) and the total remaining debt service payable on the Bonds and any unsubordinated loans, 
advances, or indebtedness on the obligations payable from tax increment income allocated to the Agency 
pursuant to Section 33670 of the Law (the “Redevelopment Debt Service”).  When the Agency 
determines that the Remaining Debt Service is at least 95% of the portion of the remaining Countable Tax 
Increment Revenue available to pay Remaining Debt Service, the Agency will deposit any Tax Increment 
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Revenue it receives in excess of Annual Debt Service in each Fiscal Year with the Trustee, and the 
Trustee will apply such amounts to the redemption or purchase of the Bonds as provided in the Indenture.

Additional Covenants of the Agency.  (a)  The Agency represents and warrants that it has not 
theretofore made a pledge of, granted a lien on or security interest in, or made an assignment or sale of the 
Tax Increment Revenues that ranks on a parity with or prior to the pledge granted under the Indenture, 
except to secure the obligations disclosed in the Official Statement that will be outstanding upon issuance 
of the Series 2008 Bonds.  The Agency will not thereafter make or suffer to exist any pledge or 
assignment of, lien on, or security interest in the Tax Increment Revenues that ranks prior to or on a parity 
with the pledge granted under the Indenture, or file any financing statement describing any such pledge, 
assignment, lien, or security interest, except as expressly permitted under the Indenture.

(b) As of the Closing Date and thereafter, the Agency will, to the extent required by law, 
cause the Indenture and all supplements thereto, and other instruments, to be kept, recorded and filed in 
such manner and in such places as may be required by law in order to create, perfect, preserve and protect 
fully the security of the holders of the Bonds in the Tax Increment Revenues and any other collateral and 
the rights of any Trustee for the holders of the Bonds.  The Agency covenants that it will do, execute, 
acknowledge and deliver or cause to be done, executed, acknowledged and delivered such further acts, 
instruments and transfers as may be required for the better securing, assuring, continuing, transferring, 
conveying, pledging, assigning and confirming unto the holders of the Bonds or any Trustee for the 
holders of the Bonds, the Tax Increment Revenues and any other collateral pledged to the payment of the 
principal of, premium, if any, and interest on the Bonds.  Except to the extent it is exempt therefrom, the 
Agency will pay or cause to be paid all filing fees incident to such filing and all expenses incident to the 
preparation, execution and acknowledgment of such instruments of further assurance, and all federal or 
State fees and other similar fees, duties, imposts, assessments and charges arising out of or in connection 
with the execution and delivery of such instruments of further assurance.

THE TRUSTEE

Appointment and Acceptance of Duties.  The Trustee thereby accepts and agrees to the trusts thereby 
created to all of which the Agency agrees and the respective Owners of the Bonds, by their purchase and 
acceptance thereof, agree.

Duties, Immunities and Liability of Trustee.

(a) The Trustee will, prior to an Event of Default, and after the curing or waiver of all Events 
of Default which may have occurred, perform such duties and only such duties as are specifically set forth 
in the Indenture, and no implied duties or obligations will be read into the Indenture against the Trustee.  
The Trustee will, during the existence of any Event of Default (which has not been cured or waived), 
exercise such of the rights and powers vested in it by the Indenture, and use the same degree of care and 
skill in their exercise as a reasonable individual would exercise or use under the circumstances in the 
conduct of his own affairs.

(b) The Agency may, in the absence of an Event of Default, and upon receipt of an 
instrument or concurrent instruments in writing signed by the Owners of not less than a majority in 
aggregate principal amount of the Bonds then Outstanding (or their attorneys duly authorized in writing) 
or if at any time the Trustee will cease to be eligible in accordance with subsection (e) of this section, or 
will become incapable of acting, or will commence a case under any bankruptcy, insolvency or similar 
law, or a receiver of the Trustee or of its property will be appointed, or any public officer will take control 
or charge of the Trustee or its property or affairs for the purpose of rehabilitation, conservation or 
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liquidation, will, remove the Trustee by giving written notice of such removal to the Trustee, and 
thereupon the Agency will promptly appoint a successor Trustee by an instrument in writing.

(c) The Trustee may, subject to (d) below, resign by giving written notice of such resignation 
to the Agency and by giving notice of such resignation by mail, first class postage prepaid, to the Owners 
at the addresses listed in the Bond Register.  Upon receiving such notice of resignation, the Agency will 
promptly appoint a successor Trustee by an instrument in writing.

(d) Any removal or resignation of the Trustee and appointment of a successor Trustee will 
become effective only upon acceptance of appointment by the successor Trustee. If no successor Trustee 
will have been appointed and will have accepted appointment within thirty (30) days of giving notice of 
removal or notice of resignation as aforesaid, the resigning Trustee or any Owner (on behalf of himself 
and all other Owners) may petition any court of competent jurisdiction for the appointment of a successor 
Trustee, and such court may thereupon, after such notice (if any) as it may deem proper, appoint such 
successor Trustee.  Any successor Trustee appointed under the Indenture will signify its acceptance of 
such appointment by executing and delivering to the Agency and to its predecessor Trustee a written 
acceptance thereof, and thereupon such successor Trustee, without any further act, deed or conveyance, 
will become vested with all the moneys, estates, properties, rights, powers, trusts, duties and obligations 
of such predecessor Trustee, with like effect as if originally named Trustee in the Indenture; but, 
nevertheless, at the written request of the Agency or of the successor Trustee, such predecessor Trustee 
will execute and deliver any and all instruments of conveyance or further assurance and do such other 
things as may reasonably be required for more fully and certainly vesting in and confirming to such 
successor Trustee all the right, title and interest of such predecessor Trustee in and to any property held 
by it under the Indenture and will pay over, transfer, assign and deliver to the successor Trustee any 
money or other property subject to the trusts and conditions in the Indenture set forth.  Upon request of 
the successor Trustee, the Agency will execute and deliver any and all instruments as may be reasonably 
required for more fully and certainly vesting in and confirming to such successor Trustee all such 
moneys, estates, properties, rights, powers, trusts, duties and obligations.  Upon acceptance of 
appointment by a successor Trustee as provided in this subsection, such successor Trustee will mail a 
notice of the succession of such Trustee to the trusts under the Indenture by first class mail, postage 
prepaid, to the Owners at their addresses listed in the Bond Register.

(e) Any Trustee appointed under the provisions of this section will be a trust company or 
bank having the powers of a trust company, having a corporate trust office in California, having (or in the 
case of a bank or trust company which is a member of a bank holding company system, the related bank 
holding company will have) a combined capital and surplus of at least fifty million dollars ($50,000,000), 
and subject to supervision or examination by federal or state authority.  If such bank, trust company or 
bank holding company publishes a report of condition at least annually, pursuant to law or to the 
requirements of any supervising or examining authority above referred to, then for the purpose of this 
subsection the combined capital and surplus of such bank or trust company will be deemed to be its 
combined capital and surplus as set forth in its most recent report of condition so published.  In case at 
any time the Trustee will cease to be eligible in accordance with the provisions of this subsection, the 
Trustee will resign immediately in the manner and with the effect specified in this section.

(f) No provision in the Indenture will require the Trustee to risk or expend its own funds or 
otherwise incur any financial liability in the performance of any of its duties under the Indenture unless 
the Owners will have offered to the Trustee security or indemnity it deems reasonable, against the costs, 
expenses and liabilities that may be incurred.
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(g) In accepting the trust thereby created, the Trustee acts solely as Trustee for the Owners 
and not in its individual capacity, and under no circumstances will the Trustee be liable in its individual 
capacity for the obligations evidenced by the Bonds.

(h) The Trustee makes no representation or warranty, express or implied, as to the 
compliance with legal requirements of the use contemplated by the Agency of the funds under the 
Indenture.

(i) The Trustee will not be responsible for the recording or filing of any document relating to 
this Agreement or of financing statements (or continuation statements in connection therewith).  The 
Trustee will not be deemed to have made representations as to the security afforded thereby or as to the 
validity, sufficiency or priority of any such document, collateral or security of the Bonds.

(j) The Trustee will not be deemed to have knowledge of any Event of Default under the 
Indenture unless and until a Responsible Officer will have actual knowledge thereof at the Trustee’s 
principal corporate trust office.

(k) The Trustee will not be accountable for the use or application by the Agency or any other 
party of any funds which the Trustee has released under the Indenture.

(l) The Trustee will provide a monthly accounting of all Funds held pursuant to the 
Indenture to the Agency within fifteen (15) Business Days after the end of such month and will provide 
statements of account for each annual period beginning August 1 and ending July 31, within 90 days after 
the end of such period.  Such accounting will show in reasonable detail all financial transactions made by 
the Trustee during the accounting period and the balance in any Funds and accounts created under the 
Indenture as of the beginning and close of such accounting period.

(m) All moneys received by the Trustee will, until used or applied or invested as in the 
Indenture provided, be held in trust for the purposes for which they were received but need not be 
segregated from other funds except to the extent required by law. 

(n) The permissive rights of the Trustee to do things enumerated in the Indenture will not be 
construed as a duty unless so specified in the Indenture.

(o) The Trustee may appoint and act through an agent and will not be responsible for any 
misconduct or negligence of any such agent appointed with due care.

Merger or Consolidation.  Any company into which the Trustee may be merged or converted or with 
which it may be consolidated or any company resulting from any merger, conversion or consolidation to 
which it will be a party or any company to which the Trustee may sell or transfer all or substantially all of 
its corporate trust business, provided such company will be eligible under the Indenture, will succeed to 
the rights and obligations of such Trustee without the execution or filing of any paper or any further act, 
anything in the Indenture to the contrary notwithstanding.

Compensation.  The Agency will pay or cause the Agency to pay the Trustee a reasonable compensation 
for its services rendered under the Indenture and reimburse the Trustee for reasonable expenses, 
disbursements and advances, including attorney’s and agent’s fees and expenses, incurred by the Trustee 
in the performance of its obligations under the Indenture.

The Agency agrees, to the extent permitted by law, to indemnify the Trustee and its officers, 
directors, employees, attorneys and agents for, and to hold it harmless against, any loss, liability or 
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expense incurred without negligence or willful misconduct on its part arising out of or in connection with 
(i) the acceptance or administration of the trusts imposed by the Indenture, including performance of its 
duties under the Indenture, including the costs and expenses of defending itself against any claims or 
liability in connection with the exercise or performance of any of its powers or duties under the Indenture 
(ii) the projects to be financed with the proceeds of the Bonds; (iii) the sale of any Bonds and the carrying 
out of any of the transactions contemplated by the Bonds; or (iv) any untrue statement of any material fact 
or omission to state a material fact necessary to make the statements made, in light of the circumstances 
under which they were made, not misleading in any official statement or other disclosure document 
utilized by the Agency or under its authority in connection with the sale of the Bonds.  The Agency’s 
obligations under the Indenture with respect to indemnity of the Trustee and the provision for its 
compensation set forth in this section will survive and remain valid and binding notwithstanding the 
maturity and payment of the Bonds, or the resignation, or removal of the Trustee.

The Trustee will have no responsibility for or liability in connection with assuring that all of the 
procedures or conditions to closing set forth in the contract of purchase for sale of the Bonds are satisfied, 
or that all documents required to be delivered on the closing date to the parties are actually delivered, 
except its own responsibility to receive or deliver the proceeds of the sale, deliver the Bonds and other 
certificates expressly required to be delivered by it and its counsel.

Liability of Trustee.  The recitals of facts in the Indenture and in the Bonds contained will be taken as 
statements of the Agency, and the Trustee does not assume any responsibility for the correctness of the 
same, and does not make any representations as to the validity or sufficiency of the Indenture or of the 
Bonds, and will not incur any responsibility in respect thereof, other than in connection with the duties or 
obligations in the Indenture or in the Bonds assigned to or imposed upon it; provided, that the Trustee will 
be responsible for its representations contained in its certificate of authentication on the Bonds.  The 
Trustee will not be liable in connection with the performance of its duties under the Indenture except for 
its own negligence or willful misconduct.  The Trustee (in its individual or any other capacity) may 
become the Owner of Bonds with the same rights it would have if it were not Trustee under the Indenture, 
and, to the extent permitted by law, may act as depository for and permit any of its officers, directors and 
employees to act as a member of, or in any other capacity with respect to, any committee formed to 
protect the rights of Owners, whether or not such committee will represent the Owners of a majority in 
principal amount (or any lesser amount that may direct the Trustee in accordance with, and as provided 
in, the provisions of the Indenture) of the Bonds then Outstanding.  The Trustee will not be liable with 
respect to any action taken or omitted to be taken by it in good faith in accordance with the direction of 
the Owners of a majority in principal amount (or any lesser amount that may direct the Trustee in 
accordance with, and as provided in, the provisions of the Indenture) of the Outstanding Bonds relating to 
the time, method and place of conducting any proceeding for any remedy available to the Trustee, or 
exercising any trust or power conferred upon the Trustee, under the Indenture.  Whether or not therein 
expressly so provided, every provision of the Indenture or related documents relating to the conduct or 
affecting the liability of or affording protection to the Trustee will be subject to the provisions of this 
section.  All indemnifications and releases from liability granted in the Indenture to the Trustee will 
extend to the directors, officers, employees and agents of the Trustee. 

Right to Rely on Documents.  The Trustee may rely on and will be protected in acting or refraining from 
acting upon any notice, resolution, request, consent, order, certificate, report, opinion, bond or other paper 
or document believed by it to be genuine and to have been signed or presented by the proper party or 
parties.  The Trustee may consult with counsel, who may be counsel of or to the Agency, with regard to 
legal questions, and the opinion of such counsel will be full and complete authorization and protection in 
respect of any action taken or suffered or omitted by it under the Indenture in good faith and in 
accordance therewith.
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Whenever in the administration of the duties under the Indenture the Trustee will deem it 
necessary or desirable that a matter be proved or established prior to taking or suffering or omitting any 
action under the Indenture, the Trustee may request such matter (unless other evidence in respect thereof 
be in the Indenture specifically prescribed) may be deemed to be conclusively proved and established by 
an Officer’s Certificate, and such Certificate will be full warrant to the Trustee for any action taken or 
suffered or omitted in good faith under the provisions of the Indenture in reliance upon such Certificate, 
but in its discretion the Trustee may, in lieu thereof, accept other evidence of such matter or may require 
such additional evidence as to it may seem reasonable.

The Trustee will not be bound to make any investigation into the facts or matters stated in any 
resolution, certificate, statement, instrument, opinion, report, notice, request, direction , consent, order, 
bond, debenture, note, other evidence of indebtedness or other paper or document, but the Trustee, in its 
discretion, may make such further inquiry or investigation into such facts or matters as it may see fit, as 
long as the Trustee will fulfill the requirements of the Indenture.  

Preservation and Inspection of Documents.  All documents received by the Trustee under the 
provisions of the Indenture will be retained in its possession and will be subject at all reasonable times 
upon prior notice to the inspection of the Agency, the Owners of at least twenty-five percent (25%) of the 
aggregate principal amount of the Bonds and will be subject at all reasonable times upon prior notice to 
the inspection of the Agency, the Owners of at least twenty-five percent (25%) of the aggregate principal 
amount of the Bonds, and their agents and representatives duly authorized in writing, at reasonable hours 
and under reasonable conditions.

Indemnity for Trustee.  Before taking any action or exercising any rights or powers under the Indenture, 
the Trustee may require that satisfactory indemnity be furnished to it for the reimbursement of all costs 
and expenses which it may incur and to indemnify it against all liability, except liability which may result 
from its negligence or willful misconduct, by reason of any action so taken.

AMENDMENT OF THE INDENTURE

Amendment by Consent of Owners.  The Indenture and the rights and obligations of the Agency and of 
the Owners may be amended at any time, upon the written consent of the Bond Insurer, by a 
Supplemental Indenture which will become binding when the written consents of the Owners of sixty 
percent (60%) in aggregate amount of Bond Obligation, exclusive of Bonds disqualified as provided in 
the Indenture are filed with the Trustee.  No such amendment will (1) extend the maturity of or reduce the 
interest rate on, or otherwise alter or impair the obligation of the Agency to pay the interest or principal or 
redemption premium, if any, at the time and place and at the rate and in the currency provided in the 
Indenture of any Bond, without the express written consent of the Owner of such Bond, or (2) permit the 
creation by the Agency of any mortgage, pledge or lien upon the Tax Increment Revenues superior to or 
on a parity with the pledge and lien created in the Indenture for the benefit of the Bonds, without the 
express written consent of the Owner of such Bond, or (3) reduce the percentage of Bonds required for 
the written consent to any such amendment, without the express written consent of the Owner of such 
Bond, or (4) modify the rights or obligations of the Trustee without its prior written assent to the 
amendment.

The Indenture and the rights and obligations of the Agency and of the Owners may also be 
amended at any time, upon the written consent of the Bond Insurer, by a Supplemental Indenture which 
will become binding upon adoption, without the consent of any Owners, but only to the extent permitted 
by law and only for any one or more of the following purposes:
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(a) To add to the covenants and agreements of the Agency in the Indenture contained, other 
covenants and agreements thereafter to be observed, or to surrender any right or power in the Indenture 
reserved to or conferred upon the Agency;

(b) To make such provisions for the purpose of curing any ambiguity, or of curing, correcting 
or supplementing any defective provision contained in the Indenture, or in regard to questions arising 
under the Indenture, as the Agency may deem necessary or desirable and not inconsistent with the 
Indenture, and which will not materially adversely affect the interests of the Owners of the Bonds;

(c) To provide for the issuance of any Additional Bonds, and to provide the terms and 
conditions under which such Additional Bonds may be issued, subject to and in accordance with the 
provisions of Article IV;

(d) To modify, amend or supplement the Indenture in such manner as to permit the 
qualification of the Indenture under the Trust Indenture Act of 1939, as amended, or any similar federal 
statute hereafter in effect, and to add such other terms, conditions and provisions as may be permitted by 
said act or similar federal statute, and which will not materially adversely affect the interests of the 
Owners of the Bonds;

(e) To maintain the exclusion of interest on the Bonds from gross income for Federal income 
tax purposes; or

(f) To obtain a bond insurance policy or a rating on the Bonds, or in connection with 
obtaining a policy of insurance, surety bond, letter of credit or other comparable credit facility to satisfy 
all or a portion of the Reserve Account Requirement.

(g) For purposes of giving consent under this section, the Bond Insurer with respect to any 
series of Bonds covered by a Bond Insurance Policy will be deemed the Owner of such Bonds so long as 
such Bond Insurer is not in default under such Bond Insurance Policy.

Disqualified Bonds.  Bonds owned or held by or for the account of the Agency or the City will not be 
deemed Outstanding for the purpose of any consent or other action or any calculation of Outstanding 
Bonds in this article provided for, and will not be entitled to consent to, or take any other action in this 
article provided for.

Endorsement or Replacement of Bonds After Amendment.  After the effective date of any action 
taken as provided in the Indenture, the Agency may determine that the Bonds may bear a notation, by 
endorsement in form approved by the Agency, as to such action, and in that case upon demand of the 
Owner of any Bond Outstanding at such effective date and presentation of his Bond for the purpose at the 
office of the Trustee or at such additional offices as the Trustee may select and designate for that purpose, 
a suitable notation as to such action will be made on such Bond.  If the Agency will so determine, new 
Bonds so modified as, in the opinion of the Agency, will be necessary to conform to such action will be 
prepared and executed, and in that case upon demand of the Owner of any Bond Outstanding at such 
effective date such new Bonds will be exchanged at the office of the Trustee or at such additional offices 
as the Trustee may select and designate for that purpose, without cost to each Owner, for Bonds then 
Outstanding, upon surrender of such Outstanding Bonds.

Amendment by Mutual Consent.  The provisions of this section will not prevent any Owner from 
accepting any amendment as to the particular Bonds held by him, provided that due notation thereof is 
made on such Bonds.
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Opinion of Counsel.  The Trustee may request and conclusively accept an opinion of counsel to the 
Agency that an amendment of the Indenture is in conformity with the provisions of this article.

Notice to Rating Agencies.  The Agency will provide each rating agency rating the Bonds with a notice 
of any amendment to the Indenture pursuant to this Article and a copy of any Supplemental Indenture.

EVENTS OF DEFAULT AND REMEDIES OF OWNERS

Events of Default and Acceleration of Maturities.  If one or more of the following events (called 
“Events of Default”) will happen, that is to say:

(a) If default will be made in the due and punctual payment of the principal of or redemption 
premium, if any, on any Bond when and as the same will become due and payable, whether at maturity as 
therein expressed, by declaration or otherwise;

(b) If default will be made in the due and punctual payment of the interest on any Bond when 
and as the same will become due and payable;

An Event of Default will continue to exist under subsections (a) and (b) above after payment is 
made by the Bond Insurer when due, pursuant to the terms of a Bond Insurance Policy.

(c) If default will be made by the Agency in the observance of any of the agreements, 
conditions or covenants on its part in the Indenture or in the Bonds contained, and such default will have 
continued for a period of thirty (30) days after the Agency will have been given notice in writing of such 
default by the Trustee; provided, however, that such default will not constitute an Event of Default under 
the Indenture if the Agency will commence to cure such default within said 30-day period and thereafter 
diligently and in good faith proceed to cure such default within a reasonable period of time; or

(d) If the Agency will file a petition or answer seeking reorganization or arrangement under 
the federal bankruptcy laws or any other applicable law of the United States of America, or if a court of 
competent jurisdiction will approve a petition, filed with or without the consent of the Agency, seeking 
reorganization under the federal bankruptcy laws or any other applicable law of the United States of 
America, or if, under the provisions of any other law for the relief or aid of debtors, any court of 
competent jurisdiction will assume custody or control of the Agency or of the whole or any substantial 
part of its property;

then, and in each and every such case during the continuance of such Event of Default, with the written 
consent of the Bond Insurer, the Trustee may, and upon the written request of the Owners of not less than 
twenty-five percent (25%) in aggregate amount of Bond Obligation, will, by notice in writing to the 
Agency, declare the principal of all of the Bonds then Outstanding, and the interest accrued thereon, to be 
due and payable immediately, and upon any such declaration the same will become and will be 
immediately due and payable, anything in the Indenture or in the Bonds contained to the contrary 
notwithstanding. For all purposes under this section, any Bond Insurer is deemed to be an owner of one 
hundred percent (100%) of the insured bonds unless the Bond Insurer is in default under the terms of the 
Bond Insurance Policy.

If, at any time after the principal of the Bonds will have been so declared due and payable, and 
before any judgment or decree for the payment of the money due will have been obtained or entered, the 
Agency will deposit with the Trustee a sum sufficient to pay all principal on the Bonds matured prior to 
such declaration and all matured installments of interest (if any) upon all the Bonds, with interest at the 
rate of ten percent (10%) per annum on such overdue installments of principal and interest, and the 



A-42

reasonable expenses of the Trustee, and any and all other defaults known to the Trustee (other than in the 
payment of principal of and interest on the Bonds due and payable solely by reason of such declaration) 
will have been made good or cured to the satisfaction of the Trustee or provision deemed by the Trustee 
to be adequate will have been made therefor, then, and in every such case, the Owners of at least twenty-
five percent (25%) in aggregate amount of Bond Obligation, by written notice to the Agency and to the 
Trustee, may, on behalf of the Owners of all of the Bonds, rescind and annul such declaration and its 
consequences.  No such rescission and annulment will extend to or will affect any subsequent default, or 
will impair or exhaust any right or power consequent thereon.

Application of Funds Upon Acceleration.  All money in the funds and accounts provided for in the 
Indenture upon the date of the declaration of acceleration by the Trustee as provided in the Indenture, and 
all Tax Increment Revenues thereafter received by the Agency under the Indenture, will be transmitted to 
the Trustee and will be applied by the Trustee in the following order:

First, to the payment of the costs and expenses of the Trustee, if any, in carrying out the 
provisions of this article, including reasonable compensation to its agents, attorneys and counsel and then 
to the payment of the costs and expenses of the Owners in providing for the declaration of such event of 
default, including reasonable compensation to their agents, attorneys and counsel;

Second, upon presentation of the several Bonds, and the stamping thereon of the amount of the 
payment if only partially paid, or upon the surrender thereof if fully paid, to the payment of the whole 
amount then owing and unpaid upon the Bonds for interest and principal, with interest on the overdue 
principal at the rate of interest on the serial Bonds, and in case such money will be insufficient to pay in 
full the whole amount so owing and unpaid upon the Bonds, then to the payment of such interest, 
principal, and interest on overdue principal without preference or priority among such interest, principal, 
and interest on overdue principal, ratably to the aggregate of such interest, principal, and interest on 
overdue principal.

Trustee to Represent Bondowners. The Trustee is thereby irrevocably appointed (and the successive 
respective Owners of the Bonds, by taking and owning the same, will be conclusively deemed to have so 
appointed the Trustee) as trustee and true and lawful attorney-in-fact of the Owners of the Bonds for the 
purpose of exercising and prosecuting on their behalf such rights and remedies as may be available to 
such Owners under the provisions of the Bonds, the Indenture, the Law and applicable provisions of any 
other law.  Upon the occurrence and continuance of an Event of Default or other occasion giving rise to a 
right in the Trustee to represent the Owners of the Bonds, the Trustee in its discretion may, and upon the 
written request of the Owners of not less than twenty-five percent (25%) in aggregate amount of Bond 
Obligation then Outstanding, and upon being indemnified to its satisfaction therefor, will, proceed to 
protect or enforce its rights or the rights of such Owners by such appropriate action, suit, mandamus or 
other proceedings as it will deem most effectual to protect and enforce any such right, at law or in equity, 
either for the specific performance of any covenant or agreement contained in the Indenture, or in aid of 
the execution of any power in the Indenture granted, or for the enforcement of any other appropriate legal 
or equitable right or remedy vested in the Trustee or in such Owners under the Indenture, the Law or any 
other law.  All rights of action under the Indenture or the Bonds or otherwise may be prosecuted and 
enforced by the Trustee without the possession of any of the Bonds or the production thereof in any 
proceeding relating to the Indenture, and any such suit, action or proceeding instituted by the Trustee will 
be brought in the name of the Trustee for the benefit and protection of all the Owners of such Bonds, 
subject to the provisions of the Indenture.

Bondowners’ Direction of Proceedings.  Anything in the Indenture to the contrary notwithstanding, the 
Owners of a majority in aggregate principal amount of the Bonds then Outstanding will have the right, by 
an instrument or concurrent instruments in writing executed and delivered to the Trustee, to direct the 
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method of conducting all remedial proceedings taken by the Trustee under the Indenture; provided, that 
such direction will not be otherwise than in accordance with law and the provisions of the Indenture, and 
that the Trustee will have the right to decline to follow any such direction which in the opinion of the 
Trustee would be unjustly prejudicial to Bondowners not parties to such direction.

Limitation on Bondowners’ Right to Sue.  No Owner of any Bond will have the right to institute any 
suit, action or proceeding at law or in equity, for the protection or enforcement of any right or remedy 
under the Indenture, the Law or any other applicable law with respect to such Bond, unless (1) such 
Owner will have given to the Trustee written notice of the occurrence of an Event of Default; (2) the 
Owners of not less than twenty-five percent (25%) in aggregate amount of Bond Obligation then 
Outstanding will have made written request upon the Trustee to exercise the powers granted in the 
Indenture or to institute such suit, action or proceeding in its own name; (3) such Owner or said Owners 
will have tendered to the Trustee reasonable indemnity against the costs, expenses and liabilities to be 
incurred in compliance with such request; and (4) the Trustee will have refused or omitted to comply with 
such request for a period of sixty (60) days after such written request will have been received by, and said 
tender of indemnity will have been made to, the Trustee.

Such notification, request, tender of indemnity and refusal or omission are thereby declared, in 
every case, to be conditions precedent to the exercise by any Owner of Bonds of any remedy under the 
Indenture or under law; it being understood and intended that no one or more Owner of Bonds will have 
any right in any manner whatever by his or their action to affect, disturb or prejudice the security of the 
Indenture or the rights of any other Owners of Bonds, or to enforce any right under the Indenture, the Law 
or other applicable law with respect to the Bonds, except in the manner in the Indenture provided, and that 
all proceedings at law or in equity to enforce any such right will be instituted, had and maintained in the 
manner in the Indenture provided and for the benefit and protection of all Owners of the Outstanding 
Bonds, subject to the provisions of the Indenture.

Non-Waiver.  Nothing in this section or in any other provision of the Indenture, or in the Bonds, will 
affect or impair the obligation of the Agency, which is absolute and unconditional, to pay the interest on 
and principal of the Bonds to the respective Owners of the Bonds at the respective dates of maturity, as in 
the Indenture provided, out of the Tax Increment Revenues pledged for such payment, or affect or impair 
the right of action, which is also absolute and unconditional, of such Owners to institute suit to enforce 
such payment by virtue of the contract embodied in the Bonds and in the Indenture.

A waiver of any default or breach of duty or contract by any Owner will not affect any 
subsequent default or breach of duty or contract, or impair any rights or remedies on any such subsequent 
default or breach.  No delay or omission by any Owner to exercise any right or power accruing upon any 
default will impair any such right or power or will be construed to be a waiver of any such default or an 
acquiescence therein, and every power and remedy conferred upon the Owners by the Law or by this 
article may be enforced and exercised from time to time and as often as will be deemed expedient by the 
Owners.

If any suit, action or proceeding to enforce any right or exercise any remedy is abandoned or 
determined adversely to the Owners, the Trustee, the Agency and the Owners will be restored to their 
former positions, rights and remedies as if such suit, action or proceeding had not been brought or taken.

Remedies Not Exclusive.  No remedy in the Indenture conferred upon or reserved to the Trustee or the 
Owners is intended to be exclusive of any other remedy.  Every such remedy will be cumulative and will 
be in addition to every other remedy given under the Indenture or now or hereafter existing, at law or in 
equity or by statute or otherwise, and may be exercised without exhausting and without regard to any 
other remedy conferred by the Law or any other law.
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DEFEASANCE

Discharge of Indebtedness.  If the Agency will pay or cause to be paid, or there will otherwise be paid, 
to the Owners of all Outstanding Bonds the interest due thereon and the principal and Accreted Value 
thereof, at the times and in the manner stipulated therein and in the Indenture, then the Owners of such 
Bonds will cease to be entitled to the pledge of Tax Increment Revenues, and all covenants, agreements 
and other obligations of the Agency to the Owners of such Bonds under the Indenture will thereupon 
cease, terminate and become void and be discharged and satisfied.  In such event, the Trustee will execute 
and deliver to the Agency all such instruments as may be desirable to evidence such discharge and 
satisfaction, and the Trustee will pay over or deliver to the Agency all money or securities held by them 
pursuant to the Indenture which are not required for the payment of the interest due on and the principal 
of such Bonds, other than the moneys, if any, in the Rebate Fund.

Bonds for the payment of which money will have been set aside (through deposit by the Agency 
or otherwise) to be held in trust by the Trustee for such payment at the maturity or redemption date 
thereof will be deemed, as of the date of such setting aside, to have been paid within the meaning and 
with the effect expressed in the first paragraph of the Indenture.

Any Outstanding Bonds will prior to the maturity or redemption date thereof be deemed to have 
been paid within the meaning and with the effect expressed in the first paragraph of this section if (1) 
there will have been deposited with the Trustee either money in an amount which will be sufficient, or 
Federal Securities the principal of and the interest on which when paid will provide money which, 
together with the money, if any, deposited with the Trustee at the same time, will be sufficient, to pay 
when due the interest due and to become due on such Bonds on and prior to the maturity or redemption 
date thereof, the principal and Accreted Value of such Bonds, and the premium, if any, due on such 
Bonds, as verified by an independent nationally recognized certified public accountant, (2) there will have 
been delivered to the Trustee an opinion of Bond Counsel regarding the defeasance of such Bonds, and 
(3) the Agency will have given the Trustee in form satisfactory to it irrevocable instructions to mail, as 
soon as practicable, a notice to the Owners of such Bonds that the deposit required by (1) above has been 
made with the Trustee and that such Bonds are deemed to have been paid in accordance with this section 
and stating the maturity or redemption date upon which money is to be available for the payment of the 
principal and Accreted Value of such Bonds.  With respect to Bonds which are to be redeemed, the 
Agency will direct the Trustee to mail a notice of redemption as provided in Section 2.04(e) of the 
Indenture.

Neither Federal Securities nor money deposited with the Trustee pursuant to this section nor 
interest or principal payments on any such Federal Securities will be withdrawn or used for any purpose 
other than, and will be held in trust for, the payment of the interest on and principal of such Bonds; 
provided, that any cash received from such interest or principal payments on such Federal Securities 
deposited with the Trustee, if not then needed for such purpose, will, to the extent practicable, be 
reinvested in Federal Securities maturing at times and in amounts sufficient to pay when due the interest 
on and principal and Accreted Value of such Bonds on and prior to such maturity or redemption date 
thereof, and interest earned from such reinvestments will be deposited in the Tax Increment Fund.  For 
the purposes of this section, Federal Securities will mean and include only such securities as are not 
subject to redemption prior to their maturity.

Unclaimed Moneys.  Anything in the Indenture to the contrary notwithstanding, any money held by the 
Trustee in trust for the payment and discharge of the interest on, or principal or prepayment premium, if 
any, on any of the Bonds which remain unclaimed for two (2) years after the date when such interest on, 
or principal of or prepayment premium, if any, on any Bonds have become due and payable, if such 
money was held by the Trustee at such date, or for two (2) years after the date of deposit of such money if 
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deposited with the Trustee after the said date when such Bonds become due and payable, will be repaid 
by the Trustee to the Agency, as its absolute property and free from trust, and the Trustee will thereupon 
be released and discharged with respect to the Indenture and the Owners will look only to the Agency for 
the payment of such Bonds; provided, however, that before being required to make any such payment to 
the Agency, the Trustee will, at the expense of the Agency, cause to be mailed to the registered Owners of 
such Bonds at their addresses as they appear on the registration books of the Trustee a notice that said 
money remains unclaimed and that, after a date named in said notice, which date will not be less than 
thirty (30) days after the date of the mailing of such notice, the balance of such money then unclaimed 
will be returned to the Agency.

MISCELLANEOUS

Liability of Agency Limited to Tax Increment Revenues.  Notwithstanding anything in the Indenture 
contained, the Agency will not be required to advance any money derived from any source of income 
other than the Tax Increment Revenues for the payment of the interest on or the principal of the Bonds or 
for the performance of any covenants in the Indenture contained, other than the covenants contained in 
Section 6.15 of the Indenture.  The Agency may, however, advance funds for any such purpose, provided 
that such funds are derived from a source legally available for such purpose.

The Bonds are limited obligations of the Agency and are payable, as to interest thereon and 
principal thereof, exclusively from the Tax Increment Revenues, and the Agency is not obligated to pay 
them except from the Tax Increment Revenues.  All of the Bonds are equally secured by a pledge of, and 
charge and lien upon, all of the Tax Increment Revenues, and the Tax Increment Revenues constitute a 
trust fund for the security and payment of the interest on and the principal of the Bonds, to the extent set 
forth in the Indenture.  The Bonds are not a debt of the City of Lafayette, the State of California or any of 
its political subdivisions, and neither said City, said State nor any of its political subdivisions is liable 
therefor, nor in any event will the Bonds be payable out of any funds or properties other than those of the 
Agency pledged therefor as provided in the Indenture.  The Bonds do not constitute an indebtedness 
within the meaning of any constitutional or statutory limitation or restriction, and neither the members of 
the Agency nor any persons executing the Bonds are liable personally on the Bonds by reason of their 
issuance.

Benefits of Indenture Limited to Parties.  Nothing in the Indenture, expressed or implied, is intended to 
give to any person other than the Agency, the Trustee, the Bond Insurer and the Owners any right, remedy 
or claim under or by reason of the Indenture.  Any covenants, stipulations, promises or agreements in the 
Indenture contained by and on behalf of the Agency or any member, officer or employee thereof will be 
for the sole and exclusive benefit of the Trustee, the Bond Insurer and the Owners.

Successor Is Deemed Included in All References to Predecessor.  Whenever in the Indenture either the 
Agency or any member, officer or employee thereof is named or referred to, such reference will be 
deemed to include the successor to the powers, duties and functions, with respect to the management, 
administration and control of the affairs of the Agency, that are presently vested in the Agency or such 
member, officer or employee, and all the agreements, covenants and provisions contained in the Indenture 
by or on behalf of the Agency or any member, officer or employee thereof will bind and inure to the 
benefit of the respective successors thereof whether so expressed or not.

Execution of Documents by Owners.  Any request, declaration or other instrument which the Indenture 
may require or permit to be executed by Owners may be in one or more instruments of similar tenor, and 
will be executed by Owners in person or by their attorneys appointed in writing.
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Except as otherwise in the Indenture expressly provided, the fact and date of the execution by any 
Owner or his attorney of such request, declaration or other instrument, or of such writing appointing such 
attorney, may be proved by the certificate of any notary public or other officer authorized to take 
acknowledgments of deeds to be recorded in the state or territory in which he purports to act, that the 
person signing such request, declaration or other instrument or writing acknowledged to him the 
execution thereof, or by an affidavit of a witness of such execution, duly sworn to before such notary 
public or other officer.

The Trustee may nevertheless in its discretion require further or other proof in cases where it 
deems the same desirable.  The ownership of registered Bonds and the amount, maturity, number and date 
of holding the same is proved by the registry books provided for in the Indenture.

Any request, declaration or other instrument or writing of the Owner of any Bond will bind all 
future Owners of such Bond in respect of anything done or suffered to be done by the Agency in good 
faith and in accordance therewith.

Waiver of Personal Liability.  No member, officer or employee of the Agency will be individually or 
personally liable for the payment of the interest on or principal of the Bonds; but nothing in the Indenture 
contained will relieve any member, officer or employee of the Agency from the performance of any 
official duty provided by law.

Acquisition of Bonds by Agency.  All Bonds acquired by the Agency, whether by purchase or gift or 
otherwise, will be surrendered to the Trustee for cancellation.

Destruction of Cancelled Bonds.  Whenever in the Indenture provision is made for return to the Agency 
of any Bonds which have been cancelled pursuant to the provisions of the Indenture, the Agency may, by 
a Written Request of the Agency, direct the Trustee to destroy such Bonds and furnish to the Agency a 
certificate of such destruction.

Content of Certificates and Reports.  Every certificate or report with respect to compliance with a 
condition or covenant provided for in the Indenture will include (a) a statement that the person or persons 
making or giving such certificate or report have read such covenant or condition and the definitions in the 
Indenture relating to the Indenture; (b) a brief statement as to the nature and scope of the examination or 
investigation upon which the statements or opinions contained in such certificate or report are based; (c) a 
statement that, in the opinion of the signers, they have made or caused to be made such examination or 
investigation as is necessary to enable them to express an informed opinion as to whether or not such 
covenant or condition has been complied with; and (d) a statement as to whether, in the opinion of the 
signers, such condition or covenant has been complied with.

Any such certificate made or given by an officer of the Agency may be based, insofar as it relates 
to legal matters, upon a certificate or opinion of or representations by counsel, unless such officer knows 
that the certificate or opinion or representations with respect to the matters upon which his certificate may 
be based, as aforesaid, are erroneous, or in the exercise of reasonable care should have known that the 
same were erroneous.  Any such certificate or opinion or representation made or given by counsel may be 
based, insofar as it relates to factual matters information with respect to which is in the possession of the 
Agency, upon the certificate or opinion of or representations by an officer or officers of the Agency, 
unless such counsel knows that the certificate or opinion or representations with respect to the matters 
upon which his certificate, opinion or representation may be based, as aforesaid, are erroneous, or in 
exercise of reasonable care should have known that the same were erroneous.
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Funds and Accounts.  Any fund or account required by the Indenture to be established and maintained 
by the Agency or the Trustee may be established and maintained in the accounting records of the Agency 
or the Trustee either as a fund or an account, and may, for the purposes of such records, any audits thereof 
and any reports or statements with respect to the Indenture, be treated either as a fund or as an account; 
but all such records with respect to all such funds and accounts will at all times be maintained in 
accordance with sound accounting practices and with due regard for the protection of the security of the 
Bonds and the rights of the Owners.
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APPENDIX B

GENERAL INFORMATION REGARDING THE CITY AND AREA

General

The City of Lafayette (the “City”) is located in Contra Costa County (the “County”), one 
of the nine counties of the San Francisco Bay Area.  The City’s 2008 population is 
approximately 23,700.  The City is primarily a residential community, with commercial and light 
industrial enterprises as well as local governmental offices.  Taxable property in the City had a 
fiscal year 2008-09 secured assessed value of approximately $6.5 billion.  As of July 1, 2008, the 
City employed a staff of 39.12 full time equivalents.

The City is governed by an elected City Council (the “City Council”) consisting of five 
members.  The members serve overlapping four year terms.  The council members serve without 
compensation.  The City Council selects one member to serve as mayor for a one-year term that 
expires in December.  Mike Anderson has served in this capacity since December 2007.

There are no employees represented by unions in the City. The employees association’s
agreement with the City expires on June 30, 2009.

Population

The Table below shows the population of the City and County for selected years 
from 2002 to 2008.

POPULATION
Selected Years 2002 through 2008

2002 2003 2004 2005 2006 2007 2008
City of Lafayette 24,447 24,433 24,421 24,317 23,897 23,841 23,962
County of Contra Costa 983,418 996,211 1,008,944 1,020,898 1,026,234 1,037,580 1,051,674

___________________________
Source: California Department of Finance

Demographic Research Unit
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Housing

The table below provides information relating to housing units for the City of Lafayette.

CITY OF LAFAYETTE
Housing Summary 2004-2008

2004 2005 2006 2007 2008

Single Family ................................. 7,774 7,779 7,798 7,821 7,848
Multi-Family .................................. 1,648 1,657 1,657 1,657 1,657
Mobile Homes ................................ 0 0 0 0 0

Total............................................... 9,422 9,436 9,455 9,478 9,505
___________________________
Source: California Annual Population and Housing Data

California Department of Finance
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Employment

Employment information is collected on a County-wide basis and, therefore, not 
available for the City of Lafayette. The chart below shows the Civilian Labor Force and 
Unemployment Rate for Contra Costa County, California and the United States.

LABOR FORCE, EMPLOYMENT AND UNEMPLOYMENT 
Yearly Average for Years 2001 through 2008

Year and Area

Civilian 
Labor 
Force Employment Unemployment

Unemployment 
Rate

2001
Contra Costa County .............. 508,000 487,500 20,500 4.0%
California............................... 17,150,100 16,217,500 932,600 5.4%
United States.......................... 143,734,000 136,933,000 6,801,000 4.7%

2002
Contra Costa County .............. 512,300 483,100 29,200 5.7%
California............................... 17,326,900 16,165,100 1,161,800 6.7%
United States.......................... 144,863,000 136,485,000 8,378,000 5.8%

2003
Contra Costa County .............. 511,600 480,500 31,100 6.1%
California............................... 17,414,000 16,223,500 1,190,500 6.8%
United States.......................... 146,510,000 137,736,000 8,774,000 6.0%

2004
Contra Costa County .............. 507,700 480,100 27,600 5.4%
California............................... 17,552,300 16,459,900 1,092,400 6.2%
United States.......................... 147,401,000 139,252,000 8,149,000 5.5%

2005
Contra Costa County .............. 521,300 496,400 24,800 4.8%
California............................... 18,008,300 17,084,700 923,600 5.1%
United States.......................... 149,841,000 142,449,000 7,391,000 4.9%

2006
Contra Costa County .............. 519,000 496,700 22,300 4.3%
California............................... 17,907,200 17,029,900 877,300 4.9%
United States.......................... 151,428,000 144,427,000 7,001,000 4.6%

2007
Contra Costa County .............. 526,100 501,200 24,900 4.7%
California............................... 18,188,100 17,208,900 979,200 5.4%
United States.......................... 153,124,000 146,047,000 7,078,000 4.6%

___________________________
Source: California Employment Development Department. 

March 2004 Benchmark
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CONTRA COSTA COUNTY
Estimated Number of Wage and Salary Workers by Industry

2003 2004 2005 2006 2007

Service Providing 284,300 287,100 289,300 293,400 293,900
Natural Resources and Mining 600 900 900 1,000 1,000
Total Farm 2,000 800 800 700 800
Construction 26,900 28,000 29,600 29,200 28,500
Manufacturing 20,600 20,600 19,800 20,200 20,400
Trade, Transportation and Utilities 59,300 59,900 60,400 61,500 62,100
Wholesale Trade 9,300 9,000 8,800 9,100 9,100
Retail Trade 42,200 43,400 44,000 44,000 44,200
Transportation, Warehousing and Utilities 7,900 7,500 7,600 8,400 8,900
Information 13,800 14,000 13,500 13,400 13,100
Finance and Insurance 25,100 25,000 26,400 24,700 22,500
Real Estate and Rental and Leasing 7,300 7,600 7,600 7,400 6,700
Government 50,200 49,300 50,200 48,500 49,800

Total All Industries 549,500 553,100 558,900 561,500 561,000

Note: Does not include proprietors, self-employed, unpaid volunteers or family workers, domestic workers in households, and 
persons involved in labor/management trade disputes. Employment reported by place of work. Items may not add to 
totals due to independent rounding. March 2004 benchmark.

___________________________
Source: California Employment Development Department

Labor Market Information Division.

Largest Employers

The following table summarizes the ten largest employers in the City:

CITY OF LAFAYETTE
Ten Largest Employers

Company Product/Service Employees

Safeway Grocery 260
Bistro at the Park Restaurant 200
Lafayette Park Hotel & Spa Hotel 200
Oakwood Athletic Club Health Club 160
Las Trampas Inc. Education/Special Academic 103
Burton Valley Elementary School Education 100
Lescure Co. Plumbing & HVAC 100
Orchard Nursery & Florist Nursery 100
Stanley Middle School Education 100
Acalanes High School Education 96

____________________
Source: Info USA.
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The following table summarizes the largest employers in the East San Francisco Bay 
Area, comprising both Alameda and Contra Costa Counties.

ALAMEDA/CONTRA COSTA COUNTIES (EAST BAY)
Largest Employers

Employer Product/Service
Number of 
Employees

University of California Public research university 21,009
Kaiser Permanente Managed health care 20,877
Safeway Inc. Retail grocery 11,369
Contra Costa County County government 10,000
State of California State government 9,444
Alameda County County government 8,900
U.S. Postal Service Postal services and products 7,998
Lawrence Berkeley National Laboratory Scientific research 6,742
Chevron Corp. Energy 6,500
John Muir Health Health care/hospitals 5,931
New United Motor Manufacturing Automobile manufacturer 5,500
Alta Bates Summit Medical Center Health care/hospital 5,100
Wells Fargo Bank Commercial bank 4,980
Lawrence Livermore National Laboratory Scientific research and development 4,942
Oakland Unified School District Public education 4,867

___________________________
Source: “Book of Lists 2005”, San Francisco Business Times.

Construction Activity

The following table summarizes historical building permit valuation for the County.

CONTRA COSTA COUNTY
Building Permit Valuation

(Dollars in Thousands)

Year(1)
Residential 

Units(2)
Residential 
Valuation(3)

2003(4 6,895 $1,684,240
2004(4) 5,483 1,470,014
2005(4) 6,312 1,925,422
2006(4) 4,488 1,451,820
2007(4) 3,607 1,216,666

(1) As of January 1.
(2) Does not include alterations and additions.
(3) Includes all residential building activity. 
(4) Non-residential and total valuation not available.
___________________________
Source: Construction Industry Research Board
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Commercial Activity

The following table summarizes historical taxable transactions in the City and the 
County.

CITY OF LAFAYETTE AND CONTRA COSTA COUNTY
Taxable Transactions

(Dollars in Thousands)

City of Lafayette Contra Costa County
Year Taxable Transactions Taxable Transactions

2002 $201,933 $12,159,424
2003 208,432 12,223,295
2004 214,819 12,990,538
2005 225,474 13,480,075
2006 237,533 13,867,661

___________________________
Source: State Board of Equalization.

Median Household Income

Effective Buying Income (EBI) is defined as money income less personal income tax and 
non-tax payments, such as fines, fees or penalties. The following table summarizes historical 
median household EBI, for the City, County, State of California and United States of America.

CONTRA COSTA COUNTY,
STATE OF CALIFORNIA AND UNITED STATES OF AMERICA

Median Household Effective Buying Income

Year(1) Contra Costa County State of California United States of America

2002 $54,448 $42,484 $38,035
2003 54,862 42,924 38,201
2004 54,862 42,924 38,201
2005 56,165 43,915 39,324
2006 56,979 44,681 40,529

(1) As of January 1.
___________________________
Source: Sales and Marketing Management, Demographics USA.
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APPENDIX C

AUDITED FINANCIAL STATEMENTS OF THE
REDEVELOPMENT AGENCY OF THE CITY OF LAFAYETTE

FOR THE FISCAL YEAR ENDED JUNE 30, 2007
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CITY OF LAFAYETTE 
CITY OFFICIALS AS OF JUNE 30, 200 

Mike Anderson, Vice Mayor 
Term Expires November 2008 

Carl Anduri 
Term Expires November 2008 

MAYOR 

Carol Federighi 

Term Expires November 2008 

CITY COUNCIL 

Brandt Anderson 
Term Expires Novemb r 2010 

Don Tatzin 
Term Expires Novemb r 2010 

CITY MANAGER 

Steven B. Falk-17 years of service 

ADMINISTRATIVE SERVICE DIRECTOR 

Tracy Robinson- 7 years of service 

FINANCIAL SERVICE MANAGER 

Gonzalo L. Silva- 17 years of service 



Management's Discussion and 
Analysis 

Our discussion and analysis of the Lafayette Redevelopment Agency's financia performance for the 
fiscal year ended June 30, 2007 provides an overview of year ending results base< on the government -
wide statements and analysis on the Agency's overall financial position and re ults of operations to 
assist users in evaluating the Agency's financial position. 

Profile of the Agency 

The agency was established pursuant to the Redevelopment Law and is charged ith the authority and 
responsibility of redeveloping and improving blighted areas of the City. 

The agency was created by the City Council Ordinance No. 126 adopted on May , 1974. The Agency 
was established pursuant to the Community Redevelopment Law of California. The Redevelopment 
Plan was adopted by the Agency on December 27, 1994. The project Area occupl~s approximately 290 
acres located in the downtown area and constitutes approximately 3% of the land lrea of the City. The 
Agency is broadly empowered to engage in the general economic revitalization nd redevelopment of 
the City through acquisition and development of property in those areas of the Cit) determined to be in a 
declining condition. 

Agency Powers and Duties 

All powers of the Agency are vested in five members who are also members of t e City Council. The 
Agency exercises all the governmental functions as authorized under the Redeve opment Law and has 
among others powers the authority to acquire, administer, develop, lease or sell p operty, including the 
right of eminent domain. The Agency can clear buildings and other improvement and can develop as a 
building site any real property owned or acquired in connection with such develop1 ent. 

Organization 

The City Council serves as the Board of Directors of the Agency. The C y of Lafayette was 
incorporated as a general law city in 1968. The City operates under a com cil-manager form of 
government. The five Council Members are elected at large for staggered four-yea term. 

The Executive Director/City Manager is appointed by the Agency/Council and serves at the 
Board' s/Council pleasure as the administrative head of the Agency and the < ity. The Executive 
Director/City Manager is responsible for appointment of all Agency and City 1 !mployees except the 
Agency/City Attorney, who is appointed directly by the Board/Council. 



Member of the Board and City Council as of June 30, 2007, and their term of offi e are shown below: 

Member 

Carol Federighi 
Mike Anderson 
Don Tatzin 
Carl Anduri 
Brandt Andersson 

Agency and City Staff 

Position 

Agency Chair and Mayor 
Vice Chair and Vice Mayor 
Board Member 
Board Member 
Board Member 

Steven B. Falk, Executive Director and City Manager 
Tracy Robinson, Administrative Services Director 
Gonzalo L. Silva, Financial Services Manager 

Term Expires 

November 2008 
November 2008 
November 2010 
November 2008 
November 2010 

Best, Best and Krieger LLP, Agency Counsel and City Attorney. 

The agency's primary source of revenue is incremental property taxes. Property t xes allocated to the 
Agency are computed in the following manner: 

a. The assessed valuation of all property within the Project Area was froz n on the date of 
adoption of the Redevelopment Plan. 

b. Property taxes related to any incremental increase in assessed values a er the adoption of the 
Redevelopment Plan are allocated to the Agency. 

LAFAYETTE REDEVELOPMENT AREA PROJEC1 AREA 
Incremental Assessed Value 

L 2002/2003 2003/2004 2004/2005 2005/20~ 6 2006/2007 I 

Secure 
Value 423,019,990 443,324,554 465,807,196 500,201, 44 557,828,158 

Unsecured Value 35,676,984 34,197,713 36,504,517 36,469, 19 41,670,759 

Total Assessed 
Value 457,217,703 479,829,071 501,646,923 538,670, 63 599,498,917 
Less: Base Year 
Value (331,871,939) (332,248,715) (332,248,715) (332,248,7 5) (332,248,715) 

Increment 
Assessed $125,345,764 $147,580,356 $169,398,208 $206,422, 48 $267,250,202 
Value 

*Note: For fiscal years 2003-2004 and thereafter, The County Auditor/Controlh increased the 
Agency's base year value from $331,781,939 to $332,248,715 

11 

l 
l 
l 



LAFAYETTE REDEVELOPMENT AREA PROJECT AREA 
Historical Valuations 

1994-1995 331,871,939 0 331,871,939 
1995-1996 332,213,008 0.10% 331,871,939 341,069 
1996-1997 337,914,432 1.72% 331,871,939 ,042,493 
1997-1998 337,228,385 -0.20% 331,871,939 ,356,446 
1998-1999 353,792,684 4.91% 331,871,939 1,920,745 
1999-2000 373,561,119 5.59% 331,871,939 1,689,180 
2000-2001 403,685,530 8.06% 331,871,939 1,813,591 
2001-2002 430,188,978 6.57% 331,871,939 8,317,039 
2002-2003 457,217,163 6.28% 331,871,939 1 5,345,224 
2003-2004 479,829,071 4.95% 332,248,715 1 7,580,356 
2004-2005 501,646,923 4.55% 332,248,715 1 9,398,208 
2005-2006 538,670,763 7.38% 332,248,715 2 6,422,048 
2006-2007 599,498,917 11.30% 332,248,715 2 7,250,202 

LAFAYETTE REDEVELOPMENT AREA PROJEC AREA 
Projected Gross Tax Increment Revenue and Tax Re enues 

Projected 
Projected Gross 

Gross Tax 
Projected Tax Revenues 

Fiscal Estimated Incremental Increment to 
Year Assessed Value Value Revenues Agency (1) 

2007-2008 560,433,062 228,184,34 7 2,281,843 1,796,267 

2008-2009 571,641,723 239,393,008 2,393,930 1,884,502 

2009-2010 583,074,558 250,825,843 2,508,258 1,974,501 

( 1) Less Housing Set Aside and County Administration 
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STATEMENT OF NET ASSETS 
Year ended June 30, 2007 

Beginning Net Assets (Statement 2) 
Increase/Decrease 

Ending Net Assets 

Tot il 

$ 8,22 ,180 
$ 56 ,540 

$ 8,78 ,720 

I 

The agency's net assets as of June 30,2007 increased by $561,540. This increas in net assets is 
reflected in the Statement of Activities. The Agency's Net Assets are discussed elow: 

• Total assets for the Agency were $32,006,715 versus $30,773,381 from p ·or year, an increase of 
$1,233,334. 

• Total liabilities for the Agency were $23,218,995 versus $22,547,201 fro prior year, an 
increase of $671,794. 

• The net assets were $8,787,720 versus $8,226,180 an increase o $561,540 from prior year. 

ANALYSES OF MAJOR FUNDS 

Capital Project Funds 

The Capital Projects Funds are used to account for the acquisition or construe ·on of capital projects. 
They include the Library Fund and other projects. 

The Fund's net revenues were $1,978,655 versus $15,778,305 from pno year, a decrease of 
$13,799,650 

Fund expenditures were $3,799,255 versus $4,580,226 from prior year, a decreas of 
$780,971. Of the total fund expenditures, $2,739,208 was spent in the constructio~ of the Library. 

Low and Moderate Income Housing Fund 

Of the gross tax increment received by the Agency in any year, 20% must be de osited in this fund and 
used for the purpose of "increasing, improving, and preserving the communi ~'s supply of low-and 
moderate income housing available at affordable housing cost to persons a d families of low or 
moderate income" 

The Fund's revenues were $639,159 versus $438,447 from prior year an increase pf 
$200,712 or 46% 

Fund expenditures were $123,078 versus $63,147 from prior year, an increase of 59,931 or 95 %. 

IV 
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Debt Service Fund 

This Fund accounts for the activities related to the Agency's Tax Allocation onds. In fiscal year 
2002/2003, the Redevelopment Agency issued $5,585,000 bonds that bear inter stat 2.25% to 5.75% 
and are due in 2032. The proceeds of these bonds were used to construct the Vete an's Hall. As of June 
30, 2007, the principal outstanding of the tax allocation bonds is $5,360,0 0. In addition, the 
Redevelopment Agency acquired in 2004 a property for $683,461. The purchase as financed by a loan 
from the City of Lafayette Parking Fund. At June 30, 2007 the outstanding amoun of this loan is 
$605,302. In October 2005, special revenue bonds were issued for the amo t of $11,680,000 to 
complete the library project. As of June 30, 2007, the principal outstanding of is revenue bond was 
$11,680,000. 

Sununary 

During Fiscal Year 2006-2007, the Lafayette Redevelopment Agency continued to focus on the new 
Lafayette Library and Learning Center project. The final construction documents ere completed after 
review by the State Office of Library Construction, State Architect, County Buildi g, and County Fire, 
and after a peer- constructability review. The project was put out for bidding in Ja uary, and the City 
received four bids. The low bid of $29,490,000 was within 2.5 percent of the engi er's estimate. 
Construction on the project began in March. 

The Agency began a planning process entitled the Strategy for Downtown Lafayett -A Vision and 
Specific Plan for 2025. The planning area generally shares the same boundaries as he Redevelopment 
Project Area. An urban design consulting firm, Wallace Roberts & Todd, was sele ted to complete the 
18-month community-based planning process. This process began in May. 

The Agency continued its participation in mixed-use projects and multi-family resi entia! projects. The 
Lafayette Mercantile retail, office and public parking project neared construction c mpletion. The 
Agency negotiated with the owner of Town Center regarding a project with afford ble housing and 
public parking. The Agency continued discussions regarding the redevelopment of the Hillside Motel 
into condominiums with some on-site or off-site affordable housing units. 

Finally, the Senior Housing Task Force identified sites for the development of affo dable housing for 
seniors within the Redevelopment Project Area and selected Eden Housing as the roject developer. 

Request for Information 

This financial report is designed to provide a general overview of the City of Lafa ette Redevelopment 
Agency's finances for all those with an interest in the government's finances. Que tions concerning any 
information provided in this report or request for addition financial information sh uld be directed to: 

City of Lafayette 
Finance Department 

3675 Mt Diablo Blvd, Suite 210 
Lafayette, Ca 94549 
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Cropper Accountancy Corporation 
Certified Public Accountants 

2977 Ygnacio Valley Road, #460 
Walnut Creek, California 94598 
Tel: (925) 932-3860 
Fax: (925) 932-3862 

INDEPENDENT AUDITORS' REPORT ON FINANCIAL STATE vffiNTS 

The Honorable Mayor, 
And Members of the Governing Board of the 

City of Lafayette Redevelopment Agency 
Lafayette, California 

We have audited the accompanying component unit financial statements of the City JfLafayette 
Redevelopment Agency (the "Agency"), a component unit of the City of Lafayette, alifornia, as of and 
for the years ended June 30, 2007 and 2006, as listed in the table of contents. These omponent unit 
financial statements are the responsibility of the Agency's management. Our respon ibility is to express an 
opinion on these component unit financial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in he United States of 
America and the standards applicable to financial audits contained in Government A diting Standards, 
issued by the Comptroller General of the United States. Those standards require tha we plan and perform 
the audit to obtain reasonable assurance about whether the component unit financial tatements are free of 
material misstatements. An audit includes examining, on a test basis, evidence supp rting the amounts 
and disclosures in the component unit financial statements. An audit also includes a sessing the 
accounting principles used and significant estimates made by management, as well 3 evaluating the 
overall component unit financial statement presentation. We believe that our audit p ovided a reasonable 
basis for our opinion. 

In our opinion, the component unit financial statements referred to above present fai ly, in all material 
respects, the financial position of the City of Lafayette Redevelopment Agency, as o June 30, 2007 and 
2006, and the results of its operations for the years then ended in conformity with ac ounting principles 
generally accepted in the United States of America. 

The accompanying Required Supplementary Information, such as management's d scussion and analysis 
and budgetary information for the City as listed in the table of contents are not a re< uired part of the basic 
financial statements, but are supplementary information required by the Gov rnmental Accounting 
Standards Board. We have applied certain limited procedures, which consisted pri cipally of inquiries of 
management regarding the methods of measurement and presentation of the Re uired Supplementary 
Information. However, we did not audit the information and express no opinion on i . 

~ (v-/-'v<~"'C£.-·'~-K'-£;;_...:...~-"'A~'""1--t-<[ 

CROPPER ACCOUNTANC't CORPORATION 

October 29, 2007 



BASIC FINANCIAL STATEMENTS 



ASSETS 

Cash and cash equivalents 
Investments 
Accrued interest receivable 
Accounts receivable 
Prepaid assets 

Total current assets 

Restricted assets; 
Debt service 

Cash and investments 
Accrued interest receivable 

Low/Moderate Income Housing 
Cash and investments 
Accrued interest receivable 

Total restricted assets 

Capital assets: 
Land 
Improvements in progress 

Total capital assets 

Total assets 

LIABILITIES AND NET ASSETS 

Current liabilities 
Accounts payable 
Accrued interest payable 

CITY OF LAFA YETIE 
REDEVELOPMENT AGENCY 

Statement of Net Assets 
June 30, 2007 and 2006 

Note payable to parking fund- current 
Current portion - tax allocation bonds 

Total current liabilities 

Noncurrent liabilities 
Advances from general fund 
Note payable to parking fund 
Tax allocation bonds payable 

Total noncurrent liabilities 

Total liabilities 

Net Assets 
Invested in capital assets, net of related debt 
Restricted for 

Debt service 
Low/Moderate income housing 

Unrestricted 
Designated for Redevelopment 
Undesignated 

Net assets 
Total liabilities and net assets 

Governmen 

2007 

$ 4,754,554 
6,017,104 

51,911 
10,075,696 

374,112 

21,273,377 

1,561,889 
5,878 

2,344,350 
17,643 

3,929,760 

2,004,444 
4,799,134 

6,803,578 

$32,006,715 

$ 678,556 
347,439 

19,961 
105,000 

1,150,956 

4,547,698 
585,341 

16,935,000 

22,068,039 

23,218,995 

1,567,767 
2,361,993 

4,857,960 

8,787,720 

$32,006,715 

The accompanying notes are an integral part of the financial statements 
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Statement 1 

Activities 

2006 

$ 4,575,296 
3,247,155 

64,840 
14,142,125 

391,396 

22,420,812 

1,979,200 
22,368 

1,800,529 
16,021 

3,818,118 

2,004,444 
2,530,007 

4,534,451 

$30,773,381 

$ 136,179 
348,856 

18,482 
100,000 

603,517 
I 

l 
4,298,382 

605,302 
17,040,000 

21,943,684 

22,547,201 

2,001,568 
1,816,487 

4,408,125 

8,226,180 

$30,773,381 



CITY OF LAP A YETIE 
REDEVELOPMENT AGENCY 

Statement of Activities 
For the Year Ended June 30, 2007 

with Comparative Amounts for 2006 

Program Revenues 
Charges for Grants and Contributio 

Functions/Programs Expenses Services Operating Capit 

Primary Government 

Redevelopment Activities 

Expenses: 
Administration 
Capital grants 
Professional services 
Community promotion 
Interest on debt and issuance cost amortization 
Contribute Veterans' home to County 
Transfer to capital project fund 
Other expenses 

$ 411,021 $ $ 

197,500 
5,041 

1,146,394 

119,956 
620 469 

Total Redevelopment Agency expenses $ 2,500,381 $ - $ 

General revenues: 
Tax incremental revenue 
Investment income 
Other revenue 

Change in net assets 

Net assets at beginning of year 

Net assets at end of year 

Reconciliation from Statement of Revenues, Expenditures, and Changes in Fund Balance for 
Governmental Funds to Statement of Activities (above): 

Excess of revenues over expenditures and other sources (uses) 
Current year Capitial assets capitalized 
(Increase) Decrease in accrued interest payable 
Reduction Bond indebtedness - current year principal payment 
Bond indebtedness issued during the year 
Bond issuance costs paid, net of current year amortization of $13,039 ($6,520 in 2006) 
Contribution of Veterans' building to Contra Costa County 

Change in net assets for the year ended June 30, 2007 

$ 

$ 

The notes to the financial statements are an integral part of this statement 
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Statement 2 

Net Revenues (Expenses) 

2007 2006 

$ (411,021) $ (467,527) 
14,511,061 

(197,500) (224,408) 
(5,041) (38,448) 

(1,146,394) (1,014,651) 
(7,610,441) 

(119,956) 
(620,469) (81,618) 

$ (2,500,381) $ 5,073,968 

2,448,324 1,678,834 
612,449 402,750 

1,148 34,288 

3,061,921 2,115,872 

561,540 7,189,840 

8,226,180 1,036,340 

$ 8,787,720 $ 8,226,180 

$ (1,795,965) $ 22,777,027 
2,269,127 3,468,221 

1,417 (224,605) 
100,000 75,000 

(11,680,000) 
(13,039) 384,638 

(7,610,441) 

$ 561,540 $ 7,189,840 
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CITY OF LAFAYETTE 
REDEVELOPMENT AGENCY 

Balance Sheet- Governmental Funds 
June 30, 2007 and 2006 

D< t Special Revenue I 
I 

Capital Projects Funds Servic Fund Fund 

Library Total Low/moderate 

I Redevelopment Project Capital DebtS :rvice Income Housing 

ASSETS Program Projects Fu d Fund 

Cash and equivalents $ 2,477,601 $ 2,276,953 $ 4,754,554 $ - $ - I 
' Investments in bonds - 6,017,104 6,017,104 - -

Redevelopment Interfund Balances 849,166 (849,166) - - -

l Accounts receivable - 10,075,696 10,075,696 - -

Accrued interest receivable 32,678 19,233 51,911 - -
Other assets - 2,513 2,513 - -

Restricted assets for: I Cash and investments - - - 1,5 1,889 2,344,350 

Accrued interest receivable - - - 5,878 17,643 

Total assets $ 3,359,445 $ 17,542,333 $20,901,778 $ 1,5 7,767 $ 2,361,993 [ 

LIABILITIES AND NET ASSETS ! 
Accounts payable and accrued liabilities $ 138,810 $ 510,321 $ 649,131 $ - $ 29,425 

Advances from general fund 2,904,288 1,643,410 4,547,698 - - I 

Loan payable to parking fund 605,302 - 605,302 - - I 
Total liabilities and other credits 3,648,400 2,153,731 5,802,131 - 29,425 

Fund balances l 
Restricted for: 

Debt service - - - 1,5 7,767 -

I Low/moderate income housing - - - - 2,332,568 

Other (288,955) 15,388,602 15,099,647 - -

Unrestricted - - - - -

t Net assets (288,955) 15,388,602 15,099,647 1,5 7,767 2,332,568 

Total liabilities and net assets $ 3,359,445 $ 17,542,333 $20,901,778 $ 1,5 7,767 $ 2,361,993 

l 
I 
( 

1 

l 
The notes to the financial statements are an integral part of this statement I 
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CITY OFLAFAYETIE Statement 3 
REDEVELOPMENT AGENCY 

Balance Sheet · Governmental Funds 
June 30, 2007 and 2006 

Total Governmental Funds 

• 2007 2006 Total Fund Balance~ Governmental Fund Balance Sheet (Statement 3) $18,999,982 

$4,754,554 $4,575,296 Adjustments: 
6,017,104 3,247,155 

- -
10,075,696 14,142,125 

51,911 64,840 To record capital assets, previously expensed 6,803,578 
2,513 6,758 

To record accrued interest payable on debt, previously recognized 
3,906,239 3,779,729 on a "when due" basis (347,439) 

23,521 38,389 

24,831,538 25,854,292 To record tax allocation bonds payable, previously recognized as revenu (17 ,040,000) 

To record prepaid bond issuance costs 371,599 

I ·atal aCIJUStments (lU,21:l,:lbl) 

$ 678,556 $ 136,179 

4,547,698 4,298,382 Net assets on Statement of Net Assets (Statement I) $ 8,787,720 

605,302 623,784 

5,831,556 5,058,345 

1,567,767 2,001,568 

2,332,568 1,816,487 

15,099,647 16,977,892 

- -

18,999,982 - 20,795,947 

24,831,538 25,854,292 

The notes to the financial statements are an integral part of this statement 
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General 
Projects 

Revenues 
Tax. increment revenue $ 1,457,284 
State and federal grants 
Investment income 58,120 
Other revenue 197 

Total revenues 1,515,601 

Expenditures 
Administrative costs 104,328 
Assessment District bond - Principal 
Planning and design 107,133 

Real estate purchase 
Improvement costs 
Interest expense 177,485 
Professional services 140,873 
Community promotion 132 
Loss on Veterans Hall 521,170 
Other expenses 8,926 

Total disbursements 1,060,047 

Excess (deficiency) of revenues 
over expenditures 455,554 

Other financing sources (uses): 
Proceeds from Bonds 
Bond issuance costs 
Operating transfers - in 

Total other financing sources (uses) (57,645) 

Excess (deficiency) of revenues over 
ex:penditures, net of other financing 
sources 397,909 

Beginning fund balances (686,864) 

Ending fund balances $ (288,955) 

,.---

CITY OF LAFA YETIE 
REDEVELOPMENT AGENCY 

St.atemenl of Revenues, Expenditures, and Changes in Fund Balance 
For the Year Ended June 30, 2007 and 2006 

Debt Special 
CaEital Projects Funds Service Fund Revenue Funds 

Total Low/moderate 
Library Capital Debt Service Income Housing 
Project Projects Fund Fund 

$ $ 1,457,284 $ 394,252 $ 596,788 

462,103 520,223 49,855 42,371 
951 1,148 

463,054 1,978,655 444,107 639,159 

262,219 366,547 44,474 
100,000 

322 107,455 

2,281,628 2,281,628 
121,734 299,219 835,553 

140,873 56,627 
4,909 5,041 

521,170 
68,396 77,322 21,977 

2,739,208 3,799,255 935,553 123,078 

(2,276,154) (1,820,600) (491,446) 516,081 

57,645 

(57,645) 57,645 

(2,276,154) {1,878,245) (433,801) 516,081 

17,664,756 16,977,892 2,001,568 1 816,487 

$ 15,388,602 $ 15,099,647 $ 1,567,767 $ 2,332,568 

The notes to the financial statements are an integral part of this statement 
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Statemcnt4 

Total Governmental Funds 

2007 2006 

$ 2,448,324 $ 1,678,834 
14,511,061 

612,449 402,750 
1,148 34,288 

3,061,921 16,626,933 

411,021 460,813 
100,000 75,000 
107,455 267,374 

411,686 
2,281,628 2,795,875 
1,134,772 790,046 

197,500 224,408 
5,041 38,448 

521,170 
99,299 75,098 

4,857,886 5,138,748 

(1,795,965) 11,488,185 

11,680,000 
(391,158) 

57,645 6,710,745 

11,288,842 

(1,795,965) 22,777,027 

20,795,947 (1,981,080) 
$ 18,999,982 $ 20,795,947 



NOTE 1. 

A. 
B. 
C. 
D. 
E. 

NOTE2. 

A. 
B. 
C. 
D. 

NOTE3. 

A. 
B. 
c. 
D. 
E. 
F. 
G. 

NOTE4. 

A. 
B. 
c. 
D. 

CITY OF LAFA YETIE 
REDEVELOPMENT AGENCY 

Notes to Component Unit Financial Statements 
June 30, 2007 

SUMMARY OF SIGNIFICANT ACCOUNTING POLl ~IES 

Financial Reporting Entity 
Basis of Presentation 
Measurement Focus and Basis of Accounting 
Assets, Liabilities, and Equity 
Revenues, Expenditures, and Expenses 

STEWARDSHIP, COMPLIANCE, AND ACCOUNT AI ILITY 

Fund Accounting Requirements 
Deposits and Investments Laws and Regulations 
Revenue Restrictions 
Debt Restrictions and Covenants 

DETAIL NOTES ON TRANSACTIONS CLASSES/AC :::OUNTS 

Cash and Investments 
Restricted Assets 
Capital Assets 
Accounts Payable 
Long-term Debt 
Interfund Transactions and Balances 
Fund Equity 

DETAIL NOTES ON TRANSACTIONS CLASSES/AC ~OUNTS 

Employee Benefit Plans 
Risk Management 
Commitments and Contingencies 
Subsequent Events 
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CITY OF LAFAYETTE 
REDEVELOPMENT AGENCY 

Notes to Component Unit Financial Statements 
June 30, 2007 

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The City of Lafayette Redevelopment Agency complies with generally accepte accounting principles 
(GAAP). GAAP includes all relevant Governmental Accounting Stan ards Board (GASB) 
pronouncements. In the government-wide financial statements and the fun financial statements, 
Financial Accounting Standards Board (FASB) pronouncements and Accou ting Principles Board 
(APB) opinions issued on or before November 30, 1989, have been applied unless those 
pronouncements conflict with or contradict GASB pronouncements, in which cas , GASB prevails. The 
accounting and reporting framework and the more significant accounting po icies are discussed in 
subsequent subsections of this Note. 

l.A. Financial Reporting Entity 

The City of Lafayette Redevelopment Agency (the "Agency") is a Component Uni of the City of 
Lafayette (the "City") which carries out the Redevelopment Plan of the City. 

The Redevelopment Plan sets forth a legal framework and a broad policy framewo for the activities 
of the City of Lafayette Redevelopment Agency in connection with the Lafayette R development 
Project. The Redevelopment Plan contains provisions to comply with the Lafayett Redevelopment Plan, 
and further includes purposes and objectives of the Agency. A basic principle of th Agency in 
connection with the Redevelopment Plan is that activities to implement the Redeve pment Plan 
shall be consistent with and further the implementation of the General Plan of the C ty of Lafayette. 

The primary purpose and objective of the Redevelopment Plan is to stimul te and encourage the 
revitalization of the project area, to eliminate conditions of blight and to pre ent the recurrence of 
blighting conditions, which shall be accomplished subject to and consistent with the goals and policies 
established by the General Plan of the City of Lafayette. This Redevelopment Pia has been approved by 
the City of Lafayette Redevelopment Agency, pursuant to the California Communi y Redevelopment Law 
of the State of California, and applicable laws and ordinances. I 
The Agency proposes to: 

1. Encourage the redevelopment of the Project Area subject to and co sistent with the City's 
General Plan and/or Specific Plans as may be adopted from tim to time through the 
cooperation of private enterprise and public agencies. 

2. Enhance the long term economic well-being of the community. 

3. Provide for the rehabilitation of commercial structures and residential d elling units. 

4. Promote the goals and policies of those sections of the General Plan e hasizing: central area, 
transportation, and population and housing. 
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CITY OF LAFAYETTE 
REDEVELOPMENT AGENCY 

Notes to Component Unit Financial Statements 
June 30, 2007 

5. Provide public infrastructure improvements and community facilities, uch as the installation, 
construction, and/or reconstruction of streets, utilities, public building and facilities (such as 
facilities for pedestrian circulation, bikeways, and parking facilities), st rm drains, utility under 
grounding, or structures, street lighting, landscaping and other i rovements which are 
necessary for the effective redevelopment of the project area. 

6. Promote the enhancement of the Mt. Diablo Boulevard corridor t achieve the concepts 
envisioned by the General Plan. 

7. Provide for participation in the redevelopment of property in the proj t area by owners who 
agree to so participate in confonnity with the Redevelopment Plan. 

8. Encourage joint efforts and cooperative efforts among property o ners, businesses, and 
public agencies to satisfy off-street parking requirements. 

9. Increase, improve, and preserve the community's supply of affordable ousmg. 

10. Provide a procedural and financial mechanism by which the Agency an assist, complement, 
and coordinate public and private development, redevelopme t, revitalization, and 
enhancement of the community. 

Description of fund accounts 

All transactions are recorded in separate governmental funds of the City of La ayette. The funds are 
classified and described under Governmental Funds. 

Basis of accounting 

The Agency follows the modified accrual basis of accounting, under which e penditures, other than 
interest on indebtedness, are recorded when the liability is incurred, and reven es are recorded when 
received in cash unless susceptible to accrual (i.e. measurable and available t finance the Agency's 
current operations). 

l.B. Basis of Presentation 

Government-wide Fin{JJ'!cial Statements: 

The Statement of Net Assets and Statement of Activities display information about the Agency as a whole. 
They include all Agency funds of the Governmental Agency. Governmental ctivities generally are 
financed through taxes, intergovernmental revenues, and other non-exchange reven es. 
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Fund Financial Statements: 

CITY OF LAFA YETIE 
REDEVELOPMENT AGENCY 

Notes to Component Unit Financial Statements 
June 30, 2007 

Fund financial statements of the reporting entity are organized into funds, each of which is considered to 
be separate accounting entities. Each fund is accounted for by providing a separa set of self-balancing 
accounts that constitute its assets, liabilities, fund equity, revenues, and expenditure/ xpenses. All funds of 
the Agency are classified as governmental. An emphasis is placed on major funds within the Agency. A 
fund is considered major if it is the primary operating fund of the Agency or meets t e following criteria: 

a. Total assets, liabilities, revenues, or expenditures/expenses of that ir dividual governmental 
fund are at least 10 percent of the corresponding total for all funds < f that category or type 
or are considered major by the City (in this case all Governmenta funds are considered 
major). 

b. Total assets, liabilities, revenues, or expenditures/expenses of the individual governmental 
fund or enterprise fund are at least 5 percent of the corresponding tot I for all governmental 
funds. 

The funds of the financial reporting entity are described below: 

Governmental funds 

Special Revenue Funds 

Special Revenue Funds are used to account for the proceeds of specific revenue ~ ources that are legally 
restricted to expenditures for certain purposes which for the Redevelopment Agenc) is the "Low/Moderate 
Income Housing Fund" which includes 20% of gross tax increment revenue. 

Capital Project Funds 

Capital Project Funds are used to account for the acquisition or construction of ca ita! projects or items. 
They include the Library Fund other projects. 

Debt Service Fund 

The Debt Service Fund accounts for the accumulation of interest and princip e on the debt of the 
Redevelopment Agency which consists of debt issuance with outstanding principl balances as of June 
30, 2007 fiscal year of $17,040,000 which is to be repaid out of future tax incf ment revenues and is 
secured by property within the Lafayette City limits. 

10 
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CITY OF LAFA YETIE 
REDEVELOPMENT AGENCY 

Notes to Component Unit Financial Statements 
June 30, 2007 

The funds are further classified as major as follows: 

Capital Project Funds 

Debt Service Fund 

Special Revenue Fund: 
Low/Moderate Income Housing Fund 

Brief Description 

Account and provide for spec· tc capital projects 

Accounts for resources for pa ment of interest and 
Principal of long-term debt is ued by the Agency. 

Accounts for moneys restricte to low to moderate 
income housing expenditures. 

l.C. Measurement Focus and Basis of Accounting 

Measurement focus is a term used to describe "which" transactions are recor ed within the various 
financial statements. Basis of accounting refers to "when" transactions are rec rded regardless of the 
measurement focus applied. 

Measurement focus 

On the government-wide Statement of Net Assets and the Statement of Activities, oth governmental and 
business-like activities (of which there are none) are presented using the economic esources measurement 
focus as defined as follows: 

The governmental-wide statements use an "economic resources" m urement focus. The 
accounting objectives of this measurement focus are the determinatio of operating income, 
changes in net assets (or cost recovery), financial position, and cash flows. II assets and liabilities 
(whether current or non-current) associated with their activities are rep rted. Fund equity is 
classified as net assets. 

In the fund financial statements, the "current financial resources" measurement cus or the "economic 
resources" measurement focus is used as follows: 

All governmental funds utilize a "current financial resources" measurem nt focus. Only current 
financial assets and liabilities are generally included on their balance beets. Their operating 
statements present sources and uses of available spendable financial re ources during a given 
period. These funds use fund balance as their measure of available spendab e financial resources at 
the end of the period. 
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Basis of accounting 

CITY OF LAFA YETIE 
REDEVELOPMENT AGENCY 

Notes to Component Unit Financial Statements 
June 30, 2007 

In the government-wide Statement of Net Assets and Statement of Activities, gov< mmental activities are 
presented using the accrual basis of accounting. Under the accrual basis of ace ounting, revenues are 
recognized when earned and expenses are recorded when the liability is incurred o economic asset used. 
Revenues, expenses, gains, losses, assets, and liabilities resulting from exchan 5e and exchange-like 
transactions are recognized when the exchange takes place. 

In the fund financial statements, governmental funds are presented on the moe · fied accrual basis of 
accounting. Under this modified accrual basis of accounting, revenues are recogni ed when "measurable 
and available." Measurable means knowing or being able to reasonably estimate he amount. Available 
means collectible within the current period or within sixty days after year end. E penditures (including 
capital outlay) are recorded when the related fund liability is incurred, except for g neral obligation bond 
principal and interest which are reported when due. 

l.D. Assets, Liabilities, And Equity 

Cash and investments 

For the purpose of the Statement of Net Assets, "cash, including time deposits" includes all demand, 
savings accounts, certificates of deposits of the Agency, and the investment in the S ate of California fund 
called the "Local Agency Investment Fund (LAIF)" which is available for immediat withdrawal. 

Investments are carried at fair value except for short-term U.S. Treasury obligat ons with a remaining 
maturity at the time of purchase of one year or less. Those investments are reported at amortized cost. Fair 
value is based on quoted market price. Additional cash and investment disclosures rre presented in Notes 
2.C. and 3.A. 

Interfund receivables and payables 

During the course of operations, numerous transactions occur between individual f nds that may result in 
amounts owed between funds. Those related to goods and services type transac · ons are classified as 
"loans payable or advances" from other funds. In addition, there is a note p yable with payments 
scheduled for the next 16 years from the Redevelopment Agency to another gov rnmental fund in the 
amount of $605,302 at June 30, 2007. Interfund receivables and payables betwe n the Agency's funds 
within governmental activities (if any) are eliminated in the Statement of Net Asset . The Redevelopment 
Agency has also been advanced $4,547,698 from the General Fund of the City bea ·ng interest at 8% per 
annum. 

Receivables 

In the government-wide statements, receivables consist of all revenues earned or contributed at year-end 
and not yet received. The balance of $10,075,696 at June 30, 2007 consists o $10,075,696 for the 
remaining balance of a state library grant. 
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CITY OF LAFA YEITE 
REDEVELOPMENT AGENCY 

Notes to Component Unit Financial Statements 
June 30, 2007 

Government-wide Statements 

In the government-wide financial statements, fixed assets are accounted for as apital assets. All fixed 
assets are valued at historical cost, or estimated historical cost if actual is unavail ble, except for donated 
fixed assets which are recorded at their estimated fair value at the date of donation. 

Depreciation of all exhaustible fixed assets would be recorded as an allocated exp; nse in the Statement of 
Activities, with accumulated depreciation reflected in the Statement of Net Assets Depreciation would be 
provided over the assets' estimated useful lives using the straight-line metho of depreciation. No 
depreciation is currently recorded on the land and improvements in process. 

The range of estimated useful lives by type of asset will be as follows (no assets are currently subject to 
depreciation): 

Type 
Land, easements, and right of way 
Land improvements 
Building and improvements 
Infrastructure 
Equipment and furniture 

Fund Financial Statements 

Useful Life (years 
N/A 
20 
50 

15-65 
3- 15 

In the fund financial statements, fixed assets used in governmental fund operatio s are accounted for as 
capital outlay exp;enditures of the governmental fund upon acquisition. They are capitalized in the 
"government-wide financial statements". (see note 3.C. for Capital Assets). 

Restricted assets 

Restricted assets include cash and investments of the debt service fund that are leg lly restricted as to their 
use, which is for the payment of long-term debt obligations. They also inc! de assets held by the 
"Low/Moderate Income Housing Fund" which are restricted for expenditures. 

Long-term debt 

All long-term debt to be repaid from governmental resources are reported as liabiUies in the government
wide statements. The long-term debt consists primarily of bonds payable and deb incurred as a result of 
long-term advances from other City of Lafayette funds. 

Bonds payable for governmental funds is not reported as liabilities in the fund fi ancial statements. The 
debt proceeds are reported as other financing sources and payment of principle nd interest reported as 
expenditures. The accounting in the government-wide statements is that principal payments are reflected 
as reductions in the liability and interest as expenses. 
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Equity classifications 

Government-wide Statements 

CITY OF LAFA YETIE 
REDEVELOPMENT AGENCY 

Notes to Component Unit Financial Statements 
June 30, 2007 

Equity is classified as net assets and displayed in three components: 

a. Invested in capital assets, net of related debt-Consists of capital ass ts including restricted 
capital assets, net of accumulated depreciation and reduced by the outst nding balances of any 
bonds, mortgages, notes, or other borrowings that are attributable to the acquisition, construction, 
or improvement of those assets. The capital assets on the Statement of N Assets were financed 
100% by debt. 

b. Restricted net assets-Consists of net assets with constraints placed or the use either by (1) 
external groups such as creditors, grantors, contributors, or laws o regulations of other 
governments; or (2) law through constitutional provisions or enabling legis ation. 

c. Unrestricted net assets-All other net assets that do not meet the definitior of "invested in capital 
assets, net of related debt" or "restricted for debt or other purpose " are categorized as 
"unrestricted" which are further categorized as "designated" or 'undesignated". All 
redevelopment unrestricted net assets are categorized as "designated for re evelopment". 

Fund Statements 

Governmental fund equity is classified as fund balance. Fund balance is further cia sified as restricted and 
unrestricted, with unrestricted further split between designated and undesignate . See Note 3.G. for 
additional disclosures. 

l.E. Revenues, Expenditures, and Expenses 

Property tax and assessments 

State of California ("State") Constitution Article XIII provides for a maximum ge eral property tax rate 
statewide of $1.00 per $100 of assessed value. Assessed value is calculated at 10 % of market value as 
defined by Article XIII. The State Legislature has determined the method of distri ution of receipts from 
the $1.00 levy among the counties, cities, school districts and other districts. Cou ties, cities and school 
districts may levy such additional tax rate as is necessary to provide for voter appro' d debt service. 

However, because Lafayette was incorporated in 1968 as a no-property tax city, tl ough fiscal year June ll 
30, 1988, Lafayette received property tax distributions only for those geographical ~as incorporated into 
the city limits after 1978, when Proposition XIII became law with its restrictions on unding. Thus, though 
Lafayette's property owners paid property taxes at the same rate as property owners n other cities, the City 
of Lafayette received a disproportionately smaller share of the distribution of receipt . 
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CITY OF LAFAYETTE 
REDEVELOPMENT AGENCY 

Notes to Component Unit Financial Statements 
June 30, 2007 

Pursuant to the 1988 Trial Court Funding Bill and subsequent reallocations, t e City is receiving a 
measure of relief from this funding deficiency. Beginning in 1989, Lafayette bega receiving funds in lieu 
of property taxes and/or additional property tax allocations. The receipt of these f ds has been phased in 
gradually, and by 1997/1998 the City of Lafayette received the equivalent of appro imately 7% of the total 
property taxes that its property owners pay. This can be compared to the average 4% allocation received 
by cities in Contra Costa County. The amount received is further reduced by a partial shift to fund 
schools. 

The county uses the following calendar to assess properties, bill for, collect, and dis ·bute property taxes. 

Valuation dates 
Lien/levy dates 
Due dates 

Delinquent as of 

Secured 

March 1 
March 1 

50% on November I 
50% on February 1 

December 10 
AprillO 

Ju y 1 

Aug st 31 

Incremental property taxes assessed on property within the Lafayette Redevelopme t area will be used to 
fund Redevelopment expenditures and debt service. 

Expenditures I expenses 

In the government-wide financial statements, expenses are classified by function for both governmental 
and business-type activities (the Redevelopment Agency does not have business-! e activities). 

In the fund financial statements, expenditures are classified as follows: 

Governmental Funds-By Character: Current (further classified by nction) 
Debt Service 
Capital Outlay 

In the fund financial statements, governmental funds report expenditures of financi resources. 

Interfund transfers 

Permanent reallocation of resources between funds of the reporting entity are classified as interfund 
transfers. For the purposes of the Statement of Activities, all interfund trans£ rs between individual 
governmental funds of the Agency have been eliminated. 
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CITY OF LAFAYETTE 
REDEVELOPMENT AGENCY 

Notes to Component Unit Financial Statements 
June 30, 2007 

NOTE 2. STEWARDSIDP, COMPLIANCE, AND ACCOUNTABILITY 

2.A. Fund Accounting Requirements 

The Agency complies with all state and local laws and regulations requiring the use f separate funds. The 
legally required funds used by the Agency include the following: 

Low/Moderate Income Housing 
Debt Service Fund 

Required By 

State Law 
Bond Indenture 

2.B. Deposits and Investments Laws and Regulations 

The California Government Code requires California banks and savings and loan sociations to secure a 
government's deposits by pledging government securities as collateral. The m ket value of pledged 
securities must equal at least 110% of a government's deposits. California Ia also allows financial 
institutions to secure government deposits by pledging first trust deed mortgage n tes having a value of 
150% of the entity's total deposits. The first $100,000 of each institution's deposi are covered by FDIC 
insurance. 

The Agency may waive collateral requirements for deposits, which are insured by federal depository 
insurance. The Agency had not waived such requirements as of June 30, 2007. 

2.C. Revenue Restrictions 

The Agency has various restrictions placed over certain revenue sources from state or local requirements. 
The primary restricted revenue sources include: 

Revenue Source Legal Restrictions of Use 

20% of Ad Valorem Taxes Low/Moderate Income Housing 

For the year ended June 30, 2007, the Agency complied, in all material respec s, with these revenue 
restrictions. 
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CITY OF LAFAYETTE 
REDEVELOPMENT AGENCY 

Notes to Component Unit Financial Statements 
June 30, 2007 

2.D. Debt Restrictions and Covenants 

Ad valorem tax 

• Authority of Issuance 

The bonds authorized by resolutions of the Agency and the City were issued pursu nt to the indentures and 
in accordance with the Redevelopment Law and the other applicable laws of the ~ ate of California. (see 
note 3.E. Long-Term Debt). 

• Repayment Funding 

In order to provide sufficient funds for repayment of principal and interest when due on the Bonds, and 
other debt of the Agency, the Agency is obligated to annually levy ad valorem axes upon all property 
subject to taxation by the City, without limitation as to rate or amount (excep as to certain personal 
property which is taxable at limited rates). Such taxes are in addition to all c her taxes levied upon 
property within the City. A portion of said taxes, when collected will be placed ir the Debt Service Fund 
of the Agency for the bonds. 

• Assessed Valuation of Property Within the City- Ad Valorem 

As required by State law, the City utilizes the services of the County for the asses ment and collection of 
taxes for City purposes. City taxes are collected at the same time and on the same tax rolls as are County, 
school district, and other special district taxes. The County has adopted the Alternative Method of 
Distribution of Tax Levies and Collections and of Tax Sale Proceeds (the "Teeter Plan"), as provided for 
in Section 4701 et seq. of the California Revenue and Taxation Code. 

For Fiscal Year 2006-07, the City's total secured and unsecured assessed valuati~n was $4,712,484,211 
(full cash value). 

Other long-term debt 

At June 30, 2007, the Agency was committed to meet debt service of $605,302 (at %interest) to the City 
of Lafayette relating to a note payable to the City. In addition, the Agency has borrbwed $4,597,698 from 
the General Fund of the City which bears interest at 8% with no defined maturity d te. 
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CITY OF LAFA YETfE 
REDEVELOPMENT AGENCY 

Notes to Component Unit Financial Statements 
June 30, 2007 

NOTE 3. DETAIL NOTES ON TRANSACTION CLASSES I ACCOUNTS 

The following notes present detail information to support the amounts reported in the basic financial 
statements for its various assets, liabilities, equity, revenues, and expenditures/expe ses. 

3.A. Cash and Investments 

At June 30, 2007, the carrying amount of the Agency's deposits (through the City was $416,036. Bank 
balances before reconciling items were $478,989 (before deducting outstanding c ecks) at that date, the 
total amount of which was collateralized or insured with securities held by he pledging financial 
institutions in the City's name as discussed in the following. 

The California Government Code requires California banks and savings and loan associations to secure 
the City's cash deposits by pledging securities as collateral. This Code states th t collateral pledged in 
this manner shall have the effect of perfecting a security interest in such collatera superior to those of a 
general creditor. Thus, collateral for cash deposits is considered to be held in the ity's name. 

According to California law, the market value of pledged securities with banking nstitutions must equal 
at least 110% of the City's cash deposits. California law also allows institutions p secure City deposits 
by pledging first trust deed mortgage notes having a value of 150% of the CitJ 's total cash deposits. 
The City may waive collateral requirements for cash deposits, which are fully ins1 ired up to $100,000 by 
the Federal Deposit Insurance Corporation. The City, however, has not waive the collateralization 
requirements. 

The City follows the practice of pooling cash and investments of all funds, excep for funds required to 
be held by fiscal agents under the provisions of bond indentures and certain nvestments. Interest 
income earned on pooled cash and investments is allocated on a quarterly basi to the various funds 
based on average daily cash and investment balances. Interest income from cash and investments with 
fiscal agents is credited directly to the related fund. 

The City maintains a cash deposit and investment pool that is available for use by l I funds. It is not used 
for the retirement plan and the deferred compensation plan. 

The City is authorized to invest in obligations of the U.S. Treasury, agencies, and instrumentalities, 
commercial paper with certain minimum ratings, certificates of deposit, bankers' a ceptances, repurchase 
agreements, and the State Treasurer's investment pool (Local Agency Investment Fu d). 

The City is authorized by State statutes and in accordance with the City's Investr ent Policy (Policy) to 
invest in the following: 

•!• Securities issued or guaranteed by the Federal Government or its agenc es 
•!• State Local Agency Investment Fund (LAIF) 
•!• Insured and /or collateralized certificates of deposit 

18 



CITY OF LAFA YETIE 
REDEVELOPMENT AGENCY 

Notes to Component Unit Financial Statements 
June 30, 2007 

The Policy, in addition to State statutes, establishes that funds on deposit in banks must be federally 
insured or collateralized and investments shall (1) have maximum maturity not to xceed five years, (2) be 
laddered and based on cash flow forecasts; and (3) be subject to limitations to certain percent of the 
portfolio for each of the authorized investments. The City's investments comr y with the established 
policy. 

The combined Agency's proportion of the City's cash and investments at June 30, 2)07 are 
categorized as follows: 

Cash and Cash Equivalents: 

Deposits in Bank -pooled account, net of $62,953 outstanding checks 
Deposit in bank - not pooled 
Local Agency Investment Fund - State of California 

Total Cash and Cash Equivalents 

Investments: 
Liquid Mutual Fund (C.A.M.P.) 
FNMA Global Benchmark Note 

Total Investments 
Total Cash and Investments 

Reconciliation to financial statements: 
Unrestricted: 

Cash and cash equivalents 
Investments 

Unrestricted cash and investments 
Restricted Assets: 

Debt-service 
Low/Moderate Income Housing 

Total 

$ 

$ 

$ 

$ 

416,036 
3 877,437 
3 249 800 
7 543 273 

6 834,774 
299 850 

7134 624 
14 .677.897 

4 754,554 
6 017 104 

10 771 658 

1 561,889 
2 344 350 
3 906 639 

14 n77 R'l7 

Moody 
Rating 
N/A 
N/A 
N/A 

AAA 
AAA 

The Agency's investments with LAIF (through the City) at June 30, 2007 · nclude a portion of the 
pool funds invested in Structured Notes and Asset-Backed Securities. 1 hese investments may 
include the following: 

Structured Notes are debt securities (other than asset-backed securi ies) whose cash flow 
characteristics (coupon rate, redemption amount, or stated maturity) d pend on one or more 
indices and/or that have embedded forwards or options. 

Asset-backed Securities, the bulk of which are mortgage-backed securities, entitle their purchasers 
to receive a share of the cash flows from a pool of assets such as principal nd interest repayments 
from a pool of mortgages (such as CMO's) or credit card receivables. 

As of June 30, 2007, the RDA had $3,249,800 invested in LAIF, which had inve ted 4.26% of the pool 
investment fund in structured notes and asset-backed securities. 
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3.B. Restricted Assets 

CITY OF LAFAYETTE 
REDEVELOPMENT AGENCY 

Notes to Component Unit Financial Statements 
June 30, 2007 

The amounts reported as restricted assets are held for debt service payments and Lo >~!Moderate Income 
Housing. The restricted assets are as follows (see note 3.H.): 

Cash 
Local Agency Investment Fund 
Liquid Mutual Funds 
Investment in bonds 
Accrued interest 

Related Accounts Payable 
Net Restricted Assets 

3.C. Capital Assets 

$ 

$ 

Low/1 
Debt Service Housin 

444,369 $ 
-

817,670 
299,850 

5 878 
1 567 767 

-
1,567,767 $ 

Capital asset activity for the year ended June 30, 2007, was as follows: 

Balance 
Governmental Activities June 30, 2006 Additions 
Capital Assets: 
Land $ 2,004,444 $ -

Land and building improvements in 
process 2,530,007 2,269,127 

Total $ 4,534,451 $ 2,269,127 

oderate 
Income 

,462,146 
882,204 

-

-
17 643 

361 993 
29425 

332 568 

Balance 
June 30, 2007 

2,004,444 

4 799134 
6,803,578 

No depreciation expense has been incurred because construction is in process. The lransfer to Contra 
Costa County was the Veterans' Building. Remaining is the library which is in pro< r;:ss. 

3.0. Accounts Payable 
Payables in the governmental funds and enterprise fund are composed of payables t various vendors, 
which are paid in the normal course of events in one or two months. 
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CITY OF LAFA YETIE 
REDEVELOPMENT AGENCY 

Notes to Component Unit Financial Statements 
June 30, 2007 

3.E. Long-Term Debt 

The Agency's long-term debt is as follows: 

Advances from General Fund 
Loan Payable- Parking Fund 
Tax Allocation Bonds - 2003 issue 
Tax Allocation Bonds - 2005 issue 

Long-Term 
$ 4,547,698 

585,341 
5,255,000 

11,680,000 
$ 22.068.039 

Due Within 
One Year 
$ 

19,961 
105,00( 

$- 124.961 

Total 
$4,547,698 

605,302 
5,360,000 

11,680,000 
$ 22,193.000 

The liability for Lafayette Redevelopment Project Tax Allocation Bonds was as follows at June 30, 2007. 

Princi a! 
Original Balance Additi ns Balance 

Issue Interest Rates June 30, 2006 rRetirerr ents) June 30, 2007 
2002 Issue $ 5,585,000 2.25 to5.3% $ 5,460,000 $ (1C ),000) $ 5,360,000 
Issued fiscal year 
2003, matures to 
2033 

2005 Issue 11,680,000 3.0to4.7% 11,680,000 $ - ~11,680,000 

Issued fiscal year 
2006, matures to 
2036 

$ 17.140.000 $ 1 0000 $17.040,000 

Bonds - Issued 
Redevelopment Tax Allocatio 2003 

Principal Interest Total 
Payments due in fiscal years ending June 30; 

2008 $ 105,000 $ 290,61 ) $ 395,610 
2009 110,000 286,46 296,468 
2010 115,000 281,82 ~ 396,824 
2011 115,000 276,82 391,821 
2012 125,000 271,38 s 396,388 

2013-2017 710,000 1,259,14 ) 1,969,146 
2018-2022 910,000 1,044,74 ) 1,954,740 
2023-2027 1,205,000 745,70 1,950,703 
2028-2032 1,590,000 346,43 1,936,438 

2033 375 000 1078 385 781 
$ 5.360.000 i 4 813 91g $ 10.173.919 
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CITY OF LAFA YETIE 
REDEVELOPMENT AGENCY 

Notes to Component Unit Financial Statements 
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I 

June 30, 2007 I 

I 

Bonds - Issued 
I 

Redevelopment Tax Allocatior 2005 

l Principal Interest Total 
Payments due in fiscal years ending June 30; 

2008 - 541,30 541,301 I 
2009 80,000 540,10 620,101 
2010 195,000 535,78 730,781 

l 2011 220,000 529,08 749,086 
2012 220,000 521,66 741,661 

2013-2017 1,270,000 2,456,10 3,726,109 

! 2018-2022 1,580,000 2,139,85 3,719,854 
2023-2027 1,960,000 1,744,63 3,704,638 
2028-2032 2,465,000 1,230,47 3,695,473 I 2033-2036 3,690,000 39000 4080000 

$ 11,680,000 
i;. 10 629 oo, $ 22,309,004 

The following is a debt retirement schedule on the Loan from the City of Lafayette Parking Fund: l 
Due Year-end Annual Payments Due at June 30, Principal Balance I June 30, Interest (8%) Principal Total Remaining 

2007 605,302 I 
2008 48,424 19,961 68,385 585,341 

! 2009 46,827 21,55 8 68,385 563,783 
2010 45,103 23,282 68,385 540,501 
2011 43,240 25,145 68,385 515,356 I 2012 41,229 27,156 68,385 488,200 
2013 39,056 29,329 68,385 458,871 
2014 36,710 31,675 68,385 427,196 ! 2015 34,176 34,209 68,385 392,987 

2016 31,439 36,946 68,385 356,041 
2017 28,483 39,902 68,385 316,139 I 
2018 25,291 43,094 68,385 273,045 

2019 21,844 46,541 68,385 226,504 I 

2020 18,120 50,265 68,385 176,239 I 
l 

2021 14,099 54,286 68,385 121,953 

2022 9,756 58,629 68,385 63,324 I 

l 2023 5,061 63,324 68,385 -

$ 488,858 $ 605,302 $ 1,094,160 I 
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CITY OF LAFA YETIE 
REDEVELOPMENT AGENCY 

Notes to Component Unit Financial Statements 
June 30, 2007 

3.F. Interfund Transactions and Balances 

As discussed in note l.A. and 3.E., the Redevelopment Agency has borrowed ~4,547,698 (at 8% per 
annum) from the General Fund, which is to be repaid out of future ad valorem re enues. In addition, the 
Redevelopment Fund had borrowed $671,415 (balance of $605,302 at June 30, 2 07) from another City 
fund to be repaid over a 21 (16 remaining payments of $68,385) year period at 80, , also to be paid out of 
future ad valorem revenues. 

Transfers are used to (a) move revenues from the fund that statute or budget requi es to collect them to 
the fund that statute or budget requires to expend them. 

3.G. Fund Equity 

Restricted fund equity I net assets (see note 3.B.): 

The following "net asset balances" are restricted: 

Debt Service Fund 
Low/moderate income housing fund 
Total 

NOTE 4. OTHER NOTES 

4A. Employee Benefit Plans 

$ 

$ 

,567,767 
332 568 
900 335 

City employees working for the Redevelopment Agency participate in the City's E 1ployee Benefit Plans. 

Employees' retirement plan 

The City has established defined contribution retirement plans (Plans) for all perm nent full-time and part
time (working 20 or more hours per week) employees. In a defined contributio plan, benefits depend 
solely on amounts contributed to the plan plus investment earnings. The City co tributes between $215 
and $515 per month for full-time employees, depending on the individual emplo vee's length of service. 
Contributions for part-time employees are based on a pro rata share of the full-time contribution based on 
hours worked. Employees are under no obligation to contribute to the Plans. Em loyees are fully vested 
in the City's contributions (and interest allocated to the employee's account) afte five years' continuous 
service by the employee. City contributions and interest forfeited by employees >Vho leave employment 
before five-year service are used to reduce the City's current-period contribution re uirement. 

The City's total payroll in fiscal year 2007 was approximately $2,890,000. Co tributions to the plans 
totaled $415,666 during the year. 

Employee Retirement Contribution 

Employees of the City as of July 1, 2004 shall be allowed to choose between NO retirement plans as 
follows: 
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CITY OF LAFAYETTE 
REDEVELOPMENT AGENCY 

Notes to Component Unit Financial Statements 
June 30, 2007 

Tenure-Based Contribution System 

The City shall make a contribution toward a retirement fund for each regular fu -time employee. The 
contributions will be made based on the number of months of service from the date f regular employment 
between $215 and $515 per month. Contributions for part-time employees are bas< don a prorate share of 
the full-time contributions based on hours worked. This option is only available to mployees hired before 
July 1, 2004. 

Salary -Based Contribution System 

The City shall make monthly contribution toward a retirement fund for each n gular employee. The 
contribution shall equal 9% of the employee's base salary. In addition, for every$ .00 contributed by the 
employee to his/her retirement fund up to 4% of base salary, the City will contribut 50 cents. Employees 
may choose to be placed on the Salary-Based Contribution System at any time. Ho ever, once this option 
has been exercised, the employee may not revert back to the Tenure-Based Contribu lion System. 

Employees are not required to make voluntary contributions to this system. 

Employees are fully vested in the City's contributions (and interest allocated to th employee's account) 
after five years of continuous service by the employee, with the exception of the e employees over 50 
years old who are fully vested from the first month of employment. 

Deferred compensation plan 

All employees of the City are eligible to participate in a City sponsored deferred compensation plan (the 
"Plan"). The Plan provides for the deferral of a portion of the employees' compen ation until retirement, 
termination, or certain other covered events. The funds are invested by the ity on behalf of the 
employees through an administrator in various instruments including money rna ket funds, bonds and 
others. The assets of the Plan, under Internal Revenue Code section 457, formerly v ere the property of the 
City until paid or made available to participants, subject only to the claims of the ( ity's general creditors. 
However, based on a change in the income tax code dated August 1996, the assets are no longer those of 
the city but are in trust for the exclusive benefit of plan participants. 

4.B. Risk Management 

Insurance coverage 

The City purchases its insurance through the Municipal Pooling Authority of North< m California (MP A). 
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CITY OF LAFAYETTE 
REDEVELOPMENT AGENCY 

Notes to Component Unit Financial Statements 
June 30, 2007 

The following is a summary of coverage as of June 30, 2007: 

All risk fire and property 
Boiler and machinery 
Liability 
Auto-physical damage 
Workers' compensation 

Participating Cities' 
Total 

Coverage 
$ 700,000,000 
$ 100,000,000 
$ 19,000,000 
$ 250,000 
$ 150,000,000 

Deductible 
Citv Portion) 

$ 5,000 
$5,000 
$5,000 
$2,000 
$ 0 

The total coverage includes the City's deductible, the portion underwritten by MPA and the portion 
underwritten by other insurance companies. 

Management believes such coverage is sufficient to preclude any significant unim ured losses to the City. 
Settled claims have not exceeded this insurance coverage in any of the past three fis a! years. 

4.C. Commitments and Contingencies 

Claims involving the City of Lafayette 

The City is defendant in lawsuits arising in the normal course of business. City rna agement is of the 
opinion that the potential claims against the City or the Agency, if any, not covered by insurance resulting 
from litigation are adequately provided for in the General Fund of the City. 
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CITY OFLAFAYEITE 
REDEVEWPMENT AGENCY 

Statement of Revenues, Expenditures, and Changes in Fund Balances· 
Governmental Funds - Budget Actual 

June 30, 2006 Exhibit 1 

Caeital Projects Funds Debt Service Fund Low/Moderate Income Housing Fund 

Budget 
Actual 

Budget 
Actual Bud~et 

Actual Oris:inal Revised Original Revised OriJtinal Revised 
Revenues 

Tax increment revenue $ 943,464 $ 1,306,866 $ 1,457,284 $ $ $ 394,252 $ 429,490 $ 429,611 $ 596,788 
Invesunent income 53,470 261,176 520,223 100,000 100,000 49,855 15,000 15,000 42,371 
Grant revenue 19,570,306 8,378,622 
Other revenue 1,148 

Total revenues 20,567,240 9,946,664 1,978,655 100,000 100,000 444,107 444,490 444,611 ~159 

Expenditures 
Bond principal and interest 395,254 1,023,422 935,553 
Administrative costs 641,031 668,600 366,547 46,784 47,266 44,474 
Planning and design 107,455 
Improvement costs and real estate 37,982,000 35,900,133 2,281,628 1,250,000 1,250,000 
Interest expense 299,219 
Professional services 286,800 186,800 140,873 70,000 70,000 56,627 
Community promotion 5,000 5,000 5,041 
Other expenses 4,300 4,300 598,492 21,977 

Total disbursements 38,919,131 36,764,833 3,799,255 395,254 1,023,422 935,553 1,366,784 1,367,266 ~078 

Excess (deficiency) of revenues 

over expenditures ~18,351,891) (26,818,169) (1,820,600) (295,254) (923,422) (491,446) ~922,294) (922,655) ~081 

Other financing sources (uses): 
Operating transfers in (out) 10,894,694 (57,645) {9,594,694) 57,645 
Proceeds from bonds 8,000,000 8,000,000 
Bond issuance costs 

Total other financing 18,894,694 8,000,000 {57,645) (9,594,694) 57,645 

Excess (deficiency) of revenues over 
expenditures, net of other fmancing 
sources 542,803 (18,818,169) (1,878,245) (9,889,948) (923,422) (433,801) (922,294) (922,655) 516,081 

Beginniug fund balances 16,977,892 16,977,892 16,977,892 2,001,568 2,001,568 2,001,568 1,816,487 1,816,487 1,816,487 
Ending fund balances (deficit) $ 17,520,695 $ (1,840,277) $ 15,099,647 $ (7,888,380) t 1,078,146 $ 1,567,767 $ 894,193 $ 893,832 $ 2,332,568 

The notes to the fmancial statements are an integral part of this statement 
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Cropper Accountancy Corporation 
Certified Public Accountants 

2977 Ygnacio Valley Road, #460 
Walnut Creek, California 94598 
Tel: (925) 932-3860 
Fax: (925) 932-3862 

Exhibit 2 

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH STATEr, lTmELINES 

The Honorable Mayor, 
And Members of the Governing Board of the 

City of Lafayette Redevelopment Agency 
Lafayette, California 

We have audited the financial statements of the Lafayette Redevelopment Agency (the "A15ency") as of and for 
the year ended June 30, 2007, and have issued our report thereon dated October 29, 2007. We conducted our 
audit in accordance with generally accepted auditing standards and the standards applicab to financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the U ited States. 

Compliance 

As part of obtaining reasonable assurance about whether the financial statements of the Ci y of Lafayette 
Redevelopment Agency are free of material misstatement, we performed tests of its comp ance with certain 
provisions of laws, regulations, contracts and grants, noncompliance with which could ha ~a direct and material 
effect on the determination of financial statement amounts. Such provisions include those rovisions of laws and 
regulations identified in the Guidelines for Compliance Audits of California Redevelopme t Agencies, issued by 
the State Controller. However, providing an opinion on compliance with those provisions was not an objective of 
our audit and, accordingly, we do not express such an opinion. The results of our tests dis losed no instances of 
noncompliance that are required to be reported under Government Auditing Standards. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered the City of Lafayette Redevelopment Agency's internal 
control over financial reporting in order to determine our auditing procedures for the purp se of expressing our 
opinion on the financial statements and not to provide assurance on the internal control ov r financial reporting. 
Our consideration of the internal control over fmancial reporting would not necessarily dis lose all matters in the 
internal control over financial reporting that might be material weaknesses. A material we kness is a condition in 
which the design or operation of one or more misstatements in amounts that would be mat rial in relation to the 
financial statements being audited may occur and not be detected within a timely period b employees in the 
normal course of performing their assigned functions 

We noted no matters involving the internal control over financial reporting and its operati•jn that we consider to 
be material weaknesses. 

This report is intended solely for the information and use of the Board of Directors, manage 
Agency, and the State Controller's Office, and is not intended to be and should not be used b 

ent, others within the 
anyone other than 

' these specified parties. 

~IJ.,~ .. x. (j ~ 
CROPPER ACCOUNTANCY CpRPORATION 

October 29, 2007 
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APPENDIX D

PROPOSED FORM OF BOND COUNSEL OPINION

[closing date]

Redevelopment Agency
of the City of Lafayette 

3675 Mt. Diablo Boulevard, #210
Lafayette, CA  94549

Redevelopment Agency of the City of Lafayette
Lafayette Redevelopment Project Tax Allocation Bonds, Series 2008

(Final Opinion)

Ladies and Gentlemen:

We have acted as bond counsel to the Redevelopment Agency of the City of Lafayette (the 
“Issuer”) in connection with the issuance of $9,600,000 aggregate principal amount of Lafayette 
Redevelopment Project Tax Allocation Bonds, Series 2008 (the “Bonds”), issued pursuant to the 
provisions of the Community Redevelopment Law of the State of California (being Part I of Division 24 
of the Health and Safety Code of the State of California), as amended, and a Second Supplemental 
Indenture, dated as of November 1, 2008 (the “Second Supplemental Indenture”), between the Agency 
and Wells Fargo Bank, National Association, as trustee (the “Trustee”), supplementing the Indenture of 
Trust dated as of August 1, 2002 (the “Original Indenture”, and as supplemented, the “Indenture”), 
between the Agency and the Trustee.  Capitalized terms not otherwise defined herein shall have the 
meanings ascribed thereto in the Indenture.

In such connection, we have reviewed the Indenture, the Tax Certificate of the Issuer, dated the 
date hereof (the “Tax Certificate”), opinions of counsel to the Issuer, certificates of the Issuer, the Trustee, 
and others, and such other documents, opinions and matters to the extent we deemed necessary to render 
the opinions set forth herein.

Certain agreements, requirements and procedures contained or referred to in the Indenture, the 
Tax Certificate and other relevant documents may be changed and certain actions (including, without 
limitation, the defeasance of the Bonds) 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 Bond or 
the interest thereon 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 disclaim any obligation to update this 
letter.  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 Issuer.  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 paragraph hereof.  Furthermore, we have assumed compliance with all 
covenants and agreements contained in the Indenture and the Tax Certificate including (without 
limitation) covenants and agreements compliance with which is necessary to assure that future actions, 
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omissions or events will not cause interest on the Bonds to be included in gross income for federal 
income tax purposes.  In addition, we call attention to the fact that the rights and obligations under the 
Bonds, the Indenture and the Tax Certificate and their enforceability may be subject to bankruptcy, 
insolvency, reorganization, arrangement, fraudulent conveyance, moratorium and other laws relating to or 
affecting creditors’ rights, to the application of equitable principles, to the exercise of judicial discretion 
in appropriate cases and to the limitations on legal remedies against redevelopment agencies in the State 
of California.  We express no opinion with respect to any indemnification, contribution, penalty, choice of 
law, choice of forum, waiver or severability provisions contained in the foregoing documents.  We also 
express no opinion regarding any calculation set forth or referred to in any of the Bonds or in the 
Indenture.  Finally, we undertake no responsibility for the accuracy, completeness or fairness of the 
Official Statement or other offering material relating to the Bonds and express no opinion with respect 
thereto.

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of the 
following opinions:

1. The Bonds constitute valid and binding limited obligations of the Issuer.

2. The Indenture has been duly executed and delivered by, and constitutes the valid and binding 
obligation of, the Issuer.  The Indenture creates a valid pledge, to secure the payment of the 
principal of and interest on the Bonds, of the Tax Increment Revenues and any other amounts 
(including proceeds of the sale of the Bonds) held by the Trustee in any fund or account 
established pursuant to the Indenture, except the Rebate Fund, subject to the provisions of the 
Indenture permitting the application thereof for the purposes and upon the terms and conditions 
set forth in the Indenture.

3. The Bonds are not a lien or charge upon the funds or property of the Issuer except to the extent of 
the aforementioned pledge.  Neither the faith and credit nor the taxing power of the State of 
California or of any political subdivision thereof is pledged to the payment of the principal of or 
interest on the Bonds.  The Bonds are not a debt of the City of Lafayette, the State of California, 
or any of its political subdivisions and said City of Lafayette and said State of California are not 
liable for the payment thereof.

4. Interest on the Bonds is excluded from gross income for federal income tax purposes under 
Section 103 of the Internal Revenue Code of 1986 and is exempt from State of California 
personal income taxes.  Interest on the Bonds is not a specific preference item for purposes of the 
federal individual or corporate alternative minimum taxes, although we observe that it is included 
in adjusted current earnings when calculating corporate alternative minimum taxable income.  We 
express no opinion regarding other tax consequences related to the ownership or disposition of, or 
the accrual or receipt of interest on, the Bonds.

Faithfully yours,

ORRICK, HERRINGTON & SUTCLIFFE LLP

per
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APPENDIX E

FORM OF CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement (the “Disclosure Agreement”) is executed and delivered
by the Redevelopment Agency of the City of Lafayette (the “Agency”) in connection with the issuance of 
$9,600,000 aggregate principal amount of Redevelopment Agency of the City of Lafayette Tax 
Allocation Bonds, Series 2008 (the “Bonds”).  The Bonds are being issued pursuant to a Second 
Supplemental Indenture, dated as of November 1, 2008 (the “Second Supplemental Indenture”), between 
the Agency and Wells Fargo Bank, National Association, as trustee (the “Trustee”), supplementing the 
Indenture of Trust dated as of August 1, 2002 (the “Original Indenture”, and as supplemented, the 
“Indenture”), between the Agency and the Trustee.  The Agency covenants and agrees as follows:

SECTION 1. Purpose of the Disclosure Agreement.  This Disclosure Agreement is being 
executed and delivered by the Agency for the benefit of the Holders and Beneficial Owners of the Bonds 
and in order to assist the Participating Underwriters in complying with Securities and Exchange 
Commission (“S.E.C.”) Rule 15c2-12(b)(5).

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

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

“Beneficial Owner” shall mean any person which has or shares the power, directly or indirectly, 
to make investment decisions concerning ownership of any Bonds (including persons holding Bonds 
through nominees, depositories or other intermediaries).

“Dissemination Agent” shall mean the Agency, or any successor Dissemination Agent designated 
in writing by the Agency and which has filed with the Agency a written acceptance of such designation.

“Holder” shall mean the person in whose name any Bond shall be registered.

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

“National Repository” shall mean any Nationally Recognized Municipal Securities Information 
Repository for purposes of the Rule.  The National Repositories currently approved by the Securities and 
Exchange Commission are set forth at http://www.sec.gov/info/municipal/nrmsir/htm.

“Participating Underwriter” shall mean any of the original underwriters of the Bonds required to 
comply with the Rule in connection with offering of the Bonds.

“Repository” shall mean each National Repository and the State Repository.

“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 may be amended from time to time.

www.sec.gov/info/municipal/nrmsir/htm.
http://www.sec.gov/info/municipal/nrmsir/htm.
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“State Repository” shall mean any public or private repository or entity designated by the State of 
California as the state repository for the purpose of the Rule and recognized as such by the Securities and 
Exchange Commission, as listed at http://www.sec.gov/info/municipal/nrmsir/htm.

SECTION 3. Provision of Annual Reports.

(a) The Agency shall, or shall cause the Dissemination Agent to, not later than nine 
months after the end of the Agency’s fiscal year (currently ending June 30), commencing with the report 
for the 2007-08 Fiscal Year (which is due not later than April 1, 2009), provide to each Repository an 
Annual Report which is consistent with the requirements of Section 4 of this Disclosure Agreement.  The 
Annual Report may be submitted as a single document or as separate documents comprising a package, 
and may cross-reference other information as provided in Section 4 of this Disclosure Agreement; 
provided, that the audited financial statements of the Agency may be submitted separately from the 
balance of the Annual Report and later than the date required above for the filing of the Annual Report if 
they are not available by that date.  If the Agency’s fiscal year changes, it shall give notice of such change 
in the same manner as for a Listed Event under Section 5(c).

(b) Not later than fifteen (15) Business Days prior to said date, the Agency shall
provide the Annual Report to the Dissemination Agent (if other than the Agency).  If the Agency is 
unable to provide to the Repositories an Annual Report by the date required in subsection (a), the Agency 
shall send a notice to the Municipal Securities Rulemaking Board and the State Repository, if any, 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 the State Repository, if any; and

(ii) (if the Dissemination Agent is other than the Agency), file a report with the 
Agency certifying that the Annual Report has been provided pursuant to this Disclosure 
Agreement, stating the date it was provided and listing all the Repositories to which it was 
provided.

SECTION 4. Content of Annual Reports.  The Agency’s Annual Report shall contain or 
include by reference the following:

(a) Audited financial statements of the Agency for the preceding fiscal year, 
prepared in accordance with generally accepted accounting principles and the 
laws of the state of California, including all statements and information 
prescribed for inclusion therein by the Governmental Accounting Standards 
Board.  If the Agency’s audited financial statements are not available by the time 
the Annual Report is required to be filed pursuant to Section 3(a), the Annual 
Report shall contain unaudited financial statements in a format similar to the 
financial statements contained in the final Official Statement, and the audited 
financial statements shall be filed in the same manner as the Annual Report when 
they become available.

To the extent not included in the audited financial statement of the Agency, the Annual Report shall also 
include the following:

(b) Principal amount of Bonds outstanding.

www.sec.gov/info/municipal/nrmsir/htm.
http://www.sec.gov/info/municipal/nrmsir/htm.
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(c) Balances of the Interest Account, Principal Account, Sinking Account, and 
Reserve Account, and any other accounts held by the Agency or the Trustee 
relating to the Bonds.

(d) Agency outstanding debt, including without limitation any Additional Bonds and 
subordinate debt.

(e) Information regarding total assessed valuation of taxable properties within the 
Project Area, as set forth in Table 4 of the Official Statement of the Agency, 
dated October 29, 2008 (the “Official Statement”), if and to the extent provided 
to the Agency by the County of Contra Costa (the “County”).

(f) Information regarding total secured tax charges and delinquencies on taxable 
properties within the Project Area, including without limitation the identities of 
any delinquent taxpayers that account for more than 10% of the total tax levy 
within the Project Area, if and to the extent provided to the Agency by the 
County.

(g) Information regarding the top twenty (20) tax payers within the Project Area, as 
set forth in Table 2 of the Official Statement, if and to the extent provided to the 
Agency by the County.

Any or all of the items listed above may be included by specific reference to other documents, including 
official statements of debt issues of the Agency 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 Agency shall clearly identify each such other document so included by reference.

SECTION 5. Reporting of Significant Events. 

(a) Pursuant to the provisions of this Section 5, the Agency shall give, or cause to be 
given, notice of the occurrence of any of the following events with respect to the Bonds, if material:

1. principal and interest payment delinquencies.

2. non-payment related defaults.

3. modifications to rights of Holders.

4. optional, contingent or unscheduled bond calls.

5. defeasances.

6. rating changes.

7. adverse tax opinions or events affecting the tax-exempt status of the Bonds.

8. unscheduled draws on the debt service reserves reflecting financial difficulties.

9. unscheduled draws on the credit enhancements reflecting financial difficulties.

10. substitution of the credit or liquidity providers or their failure to perform.
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11. release, substitution or sale of property securing repayment of the Bonds.

(b) Whenever the Agency obtains knowledge of the occurrence of a Listed Event, 
the Agency shall as soon as possible determine if such event would be material under applicable federal 
securities laws.

(c) If the Agency determines that knowledge of the occurrence of a Listed Event 
would be material under applicable federal securities laws, the Agency shall promptly file a notice of such 
occurrence with each National Repository or with the Municipal Securities Rulemaking Board, and with 
the State Repository.  Notwithstanding the foregoing, notice of Listed Events described in subsections 
(a)(4) and (5) need not be given under this subsection any earlier than the notice (if any) of the underlying 
event is given to Holders of affected Bonds pursuant to the Indenture.

SECTION 6. Termination of Reporting Obligation.  The Agency’s obligations under this 
Disclosure Agreement shall terminate upon the legal defeasance, prior redemption or payment in full of 
all of the Bonds.  If such termination occurs prior to the final maturity of the Bonds, the Agency shall
give notice of such termination in the same manner as for a Listed Event under Section 5(c).

SECTION 7. Dissemination Agent.  The Agency may, from time to time, appoint or engage a 
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Agreement, and may 
discharge any such Agent, with or without appointing a successor Dissemination Agent. The 
Dissemination Agent shall not be responsible in any manner for the content of any notice or report 
prepared by the Agency pursuant to this Disclosure Agreement.  The initial Dissemination Agent shall be 
the Agency.

SECTION 8. Amendment; Waiver.  Notwithstanding any other provision of this Disclosure 
Agreement, the Agency may amend this Disclosure Agreement, and any provision of this Disclosure 
Agreement may be waived, provided that the following conditions are satisfied:

(a) If the amendment or waiver relates to the provisions of Sections 3(a), 4, or 5(a), it 
may only be made in connection with a change in circumstances that arises from a change in legal 
requirements, change in law, or change in the identity, nature or status of an obligated person 
with respect to the Bonds, or the type of business conducted;

(b) The undertaking, as amended or taking into account such waiver, would, in the 
opinion of nationally recognized bond counsel, have complied with the requirements of the Rule 
at the time of the original issuance of the Bonds, after taking into account any amendments or 
interpretations of the Rule, as well as any change in circumstances; and

(c) The amendment or waiver either (i) is approved by the Holders of the Bonds in 
the same manner as provided in the Indenture for amendments to the Indenture with the consent 
of Holders, or (ii) does not, in the opinion of nationally recognized bond counsel, materially 
impair the interests of the Holders or Beneficial Owners of the Bonds.

In the event of any amendment or waiver of a provision of this Disclosure Agreement, the Agency shall
describe such amendment in the next Annual Report, and shall include, as applicable, a narrative 
explanation of the reason for the amendment or waiver and its impact on the type (or in the case of a 
change of accounting principles, on the presentation) of financial information or operating data being 
presented by the Agency. In addition, if the amendment relates to the accounting principles to be followed 
in preparing financial statements, (i) notice of such change shall be given in the same manner as for a 
Listed Event under Section 5(c), and (ii) the Annual Report for the year in which the change is made 
should present a comparison (in narrative form and also, if feasible, in quantitative form) between the 
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financial statements as prepared on the basis of the new accounting principles and those prepared on the 
basis of the former accounting principles.

SECTION 9. Additional Information.  Nothing in this Disclosure Agreement shall be deemed 
to prevent the Agency from disseminating any other information, using the means of dissemination set 
forth in this Disclosure Agreement 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 Agreement. If the Agency chooses to include any information in any Annual 
Report or notice of occurrence of a Listed Event in addition to that which is specifically required by this 
Disclosure Agreement, the Agency shall have no obligation under this Certificate to update such 
information or include it in any future Annual Report or notice of occurrence of a Listed Event.

SECTION 10. Default.  In the event of a failure of the Agency to comply with any provision of 
this Disclosure Agreement any Holder or Beneficial Owner of the Bonds may take such actions as may be 
necessary and appropriate, including seeking mandate or specific performance by court order, to cause the 
Agency to comply with its obligations under this Disclosure Agreement; provided, that any such action 
may be instituted only in Superior Court of the State of California in and for the County of Contra Costa
or in U.S. District Court in or nearest to the County.  A default under this Disclosure Agreement shall not 
be deemed an Event of Default under the Indenture, and the sole remedy under this Disclosure Agreement
in the event of any failure of the Agency to comply with this Disclosure Agreement shall be an action to 
compel performance.

SECTION 11. Beneficiaries.  This Disclosure Agreement shall inure solely to the benefit of the 
Agency, the Dissemination Agent, the Participating Underwriters and Holders and Beneficial Owners 
from time to time of the Bonds, and shall create no rights in any other person or entity.

Date: ______________.

REDEVELOPMENT AGENCY OF THE CITY OF 
LAFAYETTE

By
Executive Director
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CONTINUING DISCLOSURE EXHIBIT A

FORM OF NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT

Name of Agency: REDEVELOPMENT AGENCY OF THE CITY OF LAFAYETTE

Name of Bond Issue: REDEVELOPMENT AGENCY OF THE CITY OF LAFAYETTE TAX 
ALLOCATION BONDS, SERIES 2008

Date of Issuance: ______________

NOTICE IS HEREBY GIVEN that the Agency has not provided an Annual Report with respect to the 
above-named Bonds as required by Section 4 of the Continuing Disclosure Agreement of the Agency, 
dated the Date of Issuance.  [The Agency anticipates that the Annual Report will be filed by 
_____________.]

Dated:_______________

REDEVELOPMENT AGENCY OF THE CITY OF 
LAFAYETTE

By




