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Independent Accountants’ Report on Applying Agreed-Upon Procedures
Related to All Other Funds

Oversight Board of the Successor Agency
to the Avalon Community Improvement Agency
Avalon, California

We have performed the minimum required agreed-upon procedures (AUP) enumerated in
Attachment A, which were agreed to by the California Department of Finance, the California State
Controller’s Ofﬁce the Los Angeles County Auditor-Controller, and the Successor Agency to the

solely to as Iy 1

Improvement Agency and the Successor Agency. Management of the Success
186 statutor requ1remelzts of Health.and Safety.C

We were not engaged to and did not conduct an audit, the objective of which would be the expression
of an opinion on whether the Successor Agency has met the statutory requirements of Health and
Safety Code Section 34179.5 related to All Other Funds. Accordingly, we do not express such an
opinion. Had we performed additional procedures, other matters might have come to our attention that
would have been reported to you.

This report is intended solely for the information and use of the Oversight Board and management of
the Successor Agency to the Avalon Community Improvement Agency, the California Department of
Finance, the California State Controller’s Office, and the Los Angeles County Auditor-Controller, and
is not intended to be, and should not be, used by anyone other than these specified parties.

Irvine, California
January 2, 2013



SUCCESSOR AGENCY TO THE AVALON COMMUNITY IMPROVEMENT AGENCY
ATTACHMENT A - AGREED-UPON PROCEDURES AND FINDINGS
RELATED TO ALL OTHER FUNDS

Procedure:

Obtain from the Successor Agency a listing of all assets that were transferred from All Other
Funds of the former redevelopment agency to the Successor Agency on February 1, 2012. Agree

.the amounts on this listing to account balances established in the accounting records of the

Successor Agency. Identify in the Agreed-Upon Procedures (AUP) report the amount of the
assets transferred to the Successor Agency as of that date.

Finding:

We agreed the amounts listed on Schedule 1 to the Successor Agency’s accounting records
without exceptions. The former redevelopment agency transferred $20,147,833 in assets from All
Other Funds to the Successor Agency as detailed in Schedule 1.

2B.

Procedure:

Obtain a listing prepared by the Successor Agency of transfers (excluding payments for goods
and services) from All Other Funds of the Successor Agency to the city that formed the
redevelopment agency for the period from February 1, 2012 through June 30, 2012. For each
transfer, the Successor Agency should describe the purpose of the transfer and describe in what
sense the transfer was required by one of the Agency’s enforceable obligations or other legal
requirements. Provide this listing as an attachment to the AUP report.

Finding:
This procedure is not applicable as the Successor Agency did not make any transfers from All

Other Funds to the City of Avalon other than payments for goods and services during the period
from February 1, 2012 through June 30, 2012.
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3A.

3B.

SUCCESSOR AGENCY TO THE AVALON COMMUNITY IMPROVEMENT AGENCY

ATTACHMENT A - AGREED-UPON PROCEDURES AND FINDINGS
RELATED TO ALL OTHER FUNDS

Procedure:

For each transfer, obtain the legal document that formed the basis for the enforceable obligation
that required the transfer. Note in the AUP report the absence of any such legal document or the
absence of language in the document that required the transfer.

Finding:

This procedure is not applicable since no transfers were identified as a result of Procedures 2A
and 2B.

Procedure:

and services during the period from January 1, 2011 through January 31, 2012.

:
Procedure:

Obtain a listing prepared by the Successor Agency of transfers (excluding payments for goods
and services) from All Other Funds of the Successor Agency to any other public agency or to
private parties for the period from February 1, 2012 through June 30, 2012. For each transfer, the
Successor Agency should describe the purpose of the transfer and described in what sense the
transfer was required by one of the Agency’s enforceable obligations or other legal requirements.
Provide this listing as an attachment to the AUP report.

Finding:

This procedure is not applicable as the former redevelopment agency did not make any transfers
to other public agencies or private parties from All Other Funds other than payments for goods

- and services during the period from January 1, 2011 through January 31, 2012.
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SUCCESSOR AGENCY TO THE AVALON COMMUNITY IMPROVEMENT AGENCY

ATTACHMENT A - AGREED-UPON PROCEDURES AND FINDINGS

RELATED TO ALL OTHER FUNDS

Procedure:
For each transfer, obtain the legal document that formed the basis for the enforceable obligation
that required the transfer. Note in the AUP report the absence of any such legal document or the
absence of language in the document that required the transfer.
Finding:

This procedure is not applicable since no transfers were identified as a result of Procedures 3A
and 3B.

Procedure:

Procedure:

Obtain from the Successor Agency a listing of all assets of All Other Funds (excluding assets
held by the entity that assumed the housing function previously performed by the former
redevelopment agency) as of June 30, 2012. Agree the assets on the listing to the accounting
records of the Successor Agency.

Finding:

As of June 30, 2012, the Successor Agency’s total assets related to All Other Funds of the former
redevelopment agency amounted to $18,956,504 as shown in Schedule 3.
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SUCCESSOR AGENCY TO THE AVALON COMMUNITY IMPROVEMENT AGENCY

ATTACHMENT A - AGREED-UPON PROCEDURES AND FINDINGS
RELATED TO ALL OTHER FUNDS

Procedure:

Obtain from the Successor Agency a listing of asset balances related to the former redevelopment
agency’s Low and Moderate Income Housing Fund on June 30, 2012 that were restricted for the
following purposes:

¢ unspent bond proceeds,

e grant proceeds and program income restricted by third parties, and

e other assets with legal restrictions.

Procedure - Unspent Bond Proceeds:

Obtain the Successor Agency’s computation of the restricted balances and trace individual
ts of thi tation to related a t bal in the tin ords, or to other

components of this computation to related account balances in the accounting records, or to other
supporting documentation. Obtain a copy of the grant agreement that sets forth the restriction
pertaining to these balances.

Finding:

This procedure is not applicable as the Successor Agency did not hold any grant proceeds or
program income as of June 30, 2012.

Procedure - Other Assets Considered to be Legally Restricted:

Obtain the Successor Agency’s computation of the restricted balances and trace individual
components of this computation to related account balances in the accounting records or other
supporting documentation. We obtained the legal document that sets forth the restriction
pertaining to these balances.
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SUCCESSOR AGENCY TO THE AVALON COMMUNITY IMPROVEMENT AGENCY

ATTACHMENT A - AGREED-UPON PROCEDURES AND FINDINGS
RELATED TO ALL OTHER FUNDS

Finding:

This procedure is not applicable as the Successor Agency did not hold other assets considered to
be legally restricted as of June 30, 2012.

Procedure:

Obtain from the Successor Agency a listing of assets of All Other Funds of the former
redevelopment agency as of June 30, 2012 that are not liquid or otherwise available for
distribution and ascertain if the values are listed at either purchase cost or market value as
recently estimated by the Successor Agency. For assets listed at purchased cost, trace the amount
to a previously audited financial statement or other accounting records of the Successor Agency
and note any differences. For any d1fferences noted 1nspect ev1dence of asset disposal

ets of the former

Successor Agency identified that existing asset balances were needed to be
obtain an itemized schedule of asset balances (reso

Compare the information on the schedule to the legal documents that formed the basis for the
dedication or restriction of the resource balance in question. Compare all current balances which
needed to be retained to satisfy enforceable obligations to the amounts reported in the accounting
records of the Successor Agency or to an alternative computation. Compare the specified
enforceable obligations to those that were included in the final Recognized Obligation Payment
Schedule (ROPS) approved by the California Department of Finance. If applicable, identify any
listed balances for which the Successor Agency was unable to provide appropriate restricting
language in the legal document associated with the enforceable obligation.

Finding:
As of June 30, 2012, the Successor Agency’s asset balances to be retained in order to satisfy

enforceable obligations are $261,748 as detailed in Schedule 6. These enforceable obligations
were reported on ROPS 1.
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SUCCESSOR AGENCY TO THE AVALON COMMUNITY IMPROVEMENT AGENCY

ATTACHMENT A - AGREED-UPON PROCEDURES AND FINDINGS
RELATED TO ALL OTHER FUNDS

Procedure:

If the Successor Agency identified that future revenues together with balances dedicated or
restricted to an enforceable obligation are insufficient to fund future obligation payments and
thus retention of current balances is required, obtain from the Successor Agency a schedule of
approved enforceable obligations that include a projection of the annual spending requirements to
satisfy each obligation and a projection of the annual revenues available to fund those
requirements. Compare the enforceable obligations to those that were approved by the California
Department of Finance for the six month period from January 1, 2012 through June 30, 2012 and
for the six month period July 1, 2012 through December 31, 2012. Compare the forecasted
annual spending requirements to the legal document supporting the enforceable obligation and
obtain the Successor Agency’s assumptions relating to the forecasted annual spending
requirements. Obtain the Successor Agency s assumptions for the forecasted annual revenues.
Discl €

bo _cash fl ‘schedule

\ : bt service

payments to the related bond debt service schedules in the bond agreement. Obtain the

assumptions for the forecasted property tax revenues and other general purpose revenues and
disclose them in this AUP report.

Finding:

This procedure is not applicable as the Successor Agency did not identify any existing asset
balances needed to be retained to fund bond debt service payments.

Procedure:

If Procedures 8A, 8B and 8C were performed, calculate the amount of unrestricted balances
necessary for retention in order to meet enforceable obligations. Combine the amount identified
as currently restricted balances and the forecasted annual revenues to arrive at the amount of total
resources available to fund enforceable obligations. Reduce the total resources available by the
amount of forecasted annual spending requirements. Include the calculation in this AUP report.
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SUCCESSOR AGENCY TO THE AVALON COMMUNITY IMPROVEMENT AGENCY

ATTACHMENT A - AGREED-UPON PROCEDURES AND FINDINGS
RELATED TO ALL OTHER FUNDS

Finding:

The unrestricted balances necessary for retention to meet enforceable obligations are detailed in
Schedule 6. The Successor Agency does not expect any revenues to pay for these enforceable
obligations.

Procedure:

If the Successor Agency identified that cash balances as of June 30, 2012 need to be retained to
satisfy obligations on the Recognized Obligation Payment Schedule (ROPS) for the period of
July 1, 2012 through June 30, 2013, obtain a copy of the final ROPS for the period of
July 1, 2012 through December 31, 2012 and a copy of the final ROPS for the period
1 2013 through June 30 2013 For each obligation 11sted on the ROPS the Successor

Taxing Agencies. Amounts included in the calculation should agree to the results of the
procedures performed above. Agree any deductions for amounts already paid to the County
Auditor-Controller on July 12,2012 as directed by the California Department of Finance to
evidence of payment.

Finding:

The schedule detailing the computation of the Balance Available for Allocation to Affected
Taxing Agencies is shown in Schedule 8. The computation indicates that the Successor Agency
has $1,394,333 available for allocation to affected taxing agencies.
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SUCCESSOR AGENCY TO THE AVALON COMMUNITY IMPROVEMENT AGENCY

ATTACHMENT A - AGREED-UPON PROCEDURES AND FINDINGS
RELATED TO ALL OTHER FUNDS

Procedure:

Obtain a representation letter from management of the Successor Agency acknowledging their
responsibility for the data provided and the data presented in the report or in any schedules or
exhibits to the report. Included in the representations is an acknowledgment that management is
not aware of any transfers (as defined by Section 34179.5) from either the former redevelopment
agency or the Successor Agency to other parties for the period from January 1, 2011 through
June 30, 2012 that have not been properly identified in this AUP report and its related schedules
or exhibits. Management’s refusal to sign the representation letter should be noted in the AUP
report as required by attestation standards.

Finding:

ceptions were noted as a result of this Procedure.



SCHEDULE 1
SUCCESSOR AGENCY TO THE AVALON COMMUNITY IMPROVEMENT AGENCY
AGREED-UPON PROCEDURES RELATED TO ALL OTHER FUNDS
LISTING OF ASSETS TRANSFERRED TO SUCCESSOR AGENCY

As of February 1, 2012

Total
as of
February 1, 2012
ASSETS

Cash and investments $ 3,096,433
Cash and investments with fiscal agent 6,046,657
Due from the City of Avalon 209,609
SUBTOTAL ASSETS (MODIFIED ACCRUAL) 9,352,699

Depreciablecapi

,, 5,477,593
Accumulated depreciation

,682,459)

TOTAL ASSETS $ \,147,833




SUCCESSOR AGENCY TO THE AVALON COMMUNITY IMPROVEMENT AGENCY

AGREED-UPON PROCEDURES RELATED TO ALL OTHER FUNDS

RECONCILIATION OF FINANCIAL TRANSACTIONS FOR THE PERIODS ENDED

JUNE 30, 2010, JUNE 30, 2011, JANUARY 31, 2012 AND JUNE 30, 2012

SCHEDULE 2

(@ () (© (©)
Redevelopment Redevelopment Redevelopment Successor
Agency Agency Agency Agency

12 Months Ended 12 Months Ended 7 Months Ended 5 Months Ended

6/30/2010 6/30/2011 1/31/2012 6/30/2012

Assets (modified accrual basis)

Cash and investments $ 6,461,987 $ 6,435,179 $ 5,298,033 $ 6,375,994
Cash with fiscal agent 10,352,367 10,390,542 10,395,175 8,147,392
Accounts receivable 1,300 - - -
Taxes receivable 245,450 260,540 - -
Interest receivable 23,756 16,433 - 2,981
Loans receivable - - - -
Deposits 95,000 - - -
Due from City of Avalon 231,887 209,609 209,609 -
Advance to other funds - SERAF 1,000,000 1,000,000 -

Total Assez 18,411,747

$

235,00

18,527,303

1,0

3

Liabilities (modified accrual basis)

Accounts pia.}é'able; biliti
Accrued liabilities |

Due to Ci

Advances

14,100,083

14,942,268

13,025,931

tal Liabilities and Equity 18,411,747

18,527,303

17,117,817

Total Revenues B3 F7Y, 540 i,642,309
Total Expenditures (9,773,468) (7,377,786) (3,457,215) (2,939,016)
Transfers From Other Funds 2,753,829 2,756,691 1,535,523 : -
Transfers To Other Funds (2,753,829) (2,756,691) (1,535,523) -
Advances from County of Los Angeles 408,076 337,309 - -
Prior period adjustment - 2,111,111 - -
Transfer property (to)/from City - - - -
Transfer to Housing Authority - - - -
Net change in equity (3,992,275) 842,185 (1,916,337) (1,296,707)
Beginning Equity 18,092,358 14,100,083 14,942,268 13,025,931
Ending Equity $ 14,100,083 $ 14,942,268 $ 13,025,931 $ 11,729,224
Other Information (show year end
Capital assets as of end of year $ 19,852,403 $ 15,481,161 $ 15,142,040 $§ 10,576,677
Interest payable as of end of year $ 479,941 $ 471,438 3 586,940 $ 462,157
Long-term debt as of end of year $ 33,262,142 $ 32,809,451 $  31,999.451 $ 31,999,451

(a) Agreed amounts to State Controller's Report and audited financial statements.

(b) Agreed amounts to audited financial statements.
(c) Agreed amounts to accounting records.



SCHEDULE 3
SUCCESSOR AGENCY TO THE AVALON COMMUNITY IMPROVEMENT AGENCY
AGREED-UPON PROCEDURES RELATED TO ALL OTHER FUNDS
LISTING OF ASSETS TRANSFERRED TO SUCCESSOR AGENCY

As of June 30,2012

Total

as of
June 30, 2012

ASSETS

Cash and investments $ 4,582,359
Cash and investments with fiscal agent 3,797,468
SUBTOTAL ASSETS (MODIFIED ACCRUAL) 8,379,827
Depreciable capital assets 15,477,593

Accumulaty : Tation

TOTAL ASSETS



SCHEDULE 4

SUCCESSOR AGENCY TO THE AVALON COMMUNITY IMPROVEMENT AGENCY
AGREED-UPON PROCEDURES RELATED TO ALL OTHER FUNDS

UNSPENT BOND PROCEEDS
June 30, 2012
Amounts

Par Amount of 2003 Tax Allocation Bonds, Series A $ 27,350,000
~ Less: Original Issue Discount (127,407)

Funds held by trustee for the 1991 Bonds 104,283

Total Available Funds 27,326,876
Less: Underwriter's Discount (76,089)
Less: Cost of Issuance (770,319)
Less: Transfer to Refunding Escrow Bank ‘ (15,826,785)

Net Project Funds 10,653,683




SCHEDULE 5

SUCCESSOR AGENCY TO THE AVALON COMMUNITY IMPROVEMENT AGENCY
AGREED-UPON PROCEDURES RELATED TO ALL OTHER FUNDS

LISTING OF NONLIQUID-ASSETS

As of June 30, 2012

Basis for
Determining Balance at
Value June 30,2012
ASSETS
Capital assets _ , Net Book Value (A) $ 10,576,677




SCHEDULE 6

SUCCESSOR AGENCY TO THE AVALON COMMUNITY IMPROVEMENT AGENCY
AGREED-UPON PROCEDURES RELATED TO ALL OTHER FUNDS

LISTING OF CASH BALANCES FOR RETENTION TO MEET ENFORCEABLE OBLIGATIONS
INFISCAL YEAR 2012-2013 (ROPS 1)

June 30, 2012

Enforceable Obligation/Other Legal

Vendor/Payee Purpose of Transactions Amount Requirement Supporting Retention
Best, Best & Krieger General Counsel legal services $ 10,107 Reported on ROPS 1, Line 17
City of Avalon SERAF loan repayment 250,000 Reported on ROPS 1, Line 21
Housing Authority
Rosenow Spevacek Successor Agency financial services 1,641 Reported on ROPS 1, Line 25
Group, Inc.

$ 261,748

These enfc

arceable obhgatlons were reported on ROPS 1 and have been incurred but not paid as of June 3
Payments led: ‘




SCHEDULE 7

SUCCESSOR AGENCY TO THE AVALON COMMUNITY IMPROVEMENT AGENCY
AGREED-UPON PROCEDURES RELATED TO ALL OTHER FUNDS

LISTING OF CASH BALANCES FOR RETENTION TO MEET
ENFORCEABLE OBLIGATIONS IN FISCAL YEAR 2012-2013

Enforceable Obligation/
Other Legal Requirement
Payee Purpose of Transactions Amount Supporting Retention
US Bank National Association Debt service 2003 Tax Allocation Bonds, Series A $§ 1,212,461  Reported on approved ROPS 2, Line 1
US Bank National Association Debt service 2003 Tax Allocation Bonds, Series B 330,323 Reported on approved ROPS 2, Line 2
Charlie Wagner Project management services for public facility 15,000 Reported on approved ROPS 2, Line 8
project
Best, Best & Krieger General Counsel legal services 43,350 Reported on approved ROPS 2, Line 11
Rincon Consultants Consulting services for General Plan update,
Sing upd OPS 2, Line 13

City of Avalon and v Administrative cost allowance 250,000 Reported on approved ROPS 2,
Lines 3, 9, 12, 15, and 19 capped at
maximum allowance.




SCHEDULE 8

SUCCESSOR AGENCY TO THE AVALON COMMUNITY IMPROVEMENT AGENCY
AGREED-UPON PROCEDURES RELATED TO ALL OTHER FUNDS

SUMMARY OF BALANCE AVAILABLE FOR ALLOCATION TO AFFECTED TAXING AGENCIES

As of June 30, 2012
Total amount of assets held by the Successor Agency as of June 30, 2012 - (Procedure 5) $ 18,956,504
Less assets legally restricted for uses specified by debt covenants, grant restrictions,
or restrictions imposed by other governments - (Procedure 6) (3,797,468)
Less assets that are not cash or cash equivalents (e.g., physical assets) - (Procedure 7) (10,576,677)

Less balances that are legally restricted for the funding of an enforceable obligation
(net of projected annual revenues available to fund those obligations) - (Procedure 8) (261,748)

Less balances needed to satisfy ROPS for the 2012-13 fiscal year - (Procedure 9) (1,93 8.880)

Less the amgunt of payments made on July 12, 2012 to the County Auditor-Controller
as dlrecteti by the California Department of Finance

Add the a.muunt of any assets transferred to the C1ty for which an enforceable
obhgatron. Wrth %



EXHIBIT 1

BOND DOCUMENT EXCERPTS
2003 TAX ALLOCATION BONDS, SERIES A
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NEW ISSUE - BOOK-ENTRY ONLY ' RATINGS
’ Stzndard & Peor’s: AAA
Moody’s: Aaa

{See “CONCLUDING INFORMATION - Ratings on the Bonds™ herein}

In the opinion of Jones Hall, A Professional Law Corporation, San Francisco, California, Bond Counsel, subject, however to certain
qualifications described herein, under existing law, the interest on the Series A Bonds is excluded from gross income Jor federal income
tax purposes, such inlerest is not an item of tax preference for purposes of the federal alternative minimum tex imposed on individuals
and corporations, although for the purpose of computing the alternative minimum tax imposed on certain corporations, such inierest is
taken into account in determining certain income and earnings. However, Bond Counsel expresses no opinien whether interest on the
Series B Bonds is excluded from gross income for federal income tax purposes, and it is not intended by the Agency that said interest
be exempt from federal income taxation. In the further opinion of Bond Counsel, interest on the Bonds is exempt from California
personal income tax. See "LEGAL MATTERS ~ Tax Matters” herein.

LOS ANGELES COUNTY STATE OF CALIFORNIA

AVALON COMMUNITY IMPROVEMENT AGENCY
AVALON COMMUNITY IMPROVEMENT PROJECT
$27,350,000 2003 TAX ALLOCATION BONDS, SERIES A

Due: Septemb as Shown
on the Inside Front Cover Page.

' i By 2 fimaticial guarantymsurance policy ta be issued by
urance Corporation simultaneously with the dehvcrv of thc Bonds. See “SOURCES OF PAYMENT FOR THE BONDS ~
Bond Insurance™ herein,

The Series A Bonds are payable solely from Tax Revenues of the Avalon Community Improvement Agency (the “Agency™) as described
herein and certain other funds held under the Series A Indenture, as defined herein. The Series B Bonds are payable solely from Housing
Tax Revenues of the Apgency as described herein and certain other funds held under the Series B Indenture, as defined herein (see

“SOURCES OF PAYMENT FOR THE BONDS,” “BONDHOLDERS® RISKS™ and “DEBT STRUCTURE" herein). The Bonds are being issued

Tor sale to the Avalon Public Financing Authority, which is concurrently selling the Bonds to the Underwriter. It is anticipated that the
Bonds will be available for delivery in New York, New York, on or about December 17 2003 for deposit with The Depository Trust
Company (see “APPENDIX H -~ BOOK-ENTRY ONLY SYSTEM™ herem)

The Bonds are being offered when, as and if issued, subject to the approval as to their legality by Jones Hall, A Professional Law
Corporation, San Francisco, California, Bond Counsel. Certain legal mafters will be passed on for the Agency by Pamela Albers, as
Agency Counsel and by Best Best & Krieger LLP, Riverside, California, as Disclosure Counsel.

The date of the Official Statement is December 3, 2003.

UBS Financial Services Inc.




OFFICIAL STATEMENT

AVALON COMMUNITY IMPROVEMENT AGENCY
AVALON COMMUNITY IMPROVEMENT PROJECT
$27,350,000 2003 TAX ALLOCATION BONDS, SERIES A
$7,430,000 2003 TAXABLE HOUSING TAX ALLOCATION BONDS, SERIES B

This Official Statement which includes the cover page and appendices (the “Official Statement™) is
provided to furnish certain information conceming the sale of the Avalon Community Improvement
Agency’s Avalon Community Improvement Project 2003 Tax Allocation Bonds, Series A (the “Series A
Bonds™) and 2003 Taxable Housing Tax Allocation Bonds, Series B (the “Series B Bonds and together
with the Series A Bonds, the Bonds™), in the aggregate prmczpal amount of $27,350,000 and $7,430,000
respectively.

INTRODUCTION

This Introduction contains only a brief description of this issue and does not purport to be complete. The
Introduction is subject in all respects to more complete information in the entire Official Statement and
the offering of the Bonds to potential investors is made only by means of the entire Official Statement and

here ors. must read the. jal Staterment to. obiam

The City of Avalon

The City of Avalon (the “City™) was incorporated as a general law city in 1914 and operates ‘uader the
e miles and
_ is located on Santa Catalina Island 22 miles southwest from Los Angeles Harbor. The City is a resort
community with a permanent populauon of 3,300 residents (see “APPENDIX C - CITY OF AVALON
INFORMATION STATEMENT” herein).

Security and Sources of Repayment

The Bonds. The Series A Bonds are issued and secured under an Indenture of Trust (the “Series A
Indenture™), dated as of December 1, 2003, by and between the Agency and U.S. Bank National
Association, as trustee (the “Trustee™). The Series B Bonds are issued and secured under an Indenture of
Trust, also dated as of December 1, 2003, by and between the Agency and the Trustee (the “Series B

Indenture” and together with the Series A Indenture, the “Indentures™), (see “APPENDIX A - SUMMARY -

OF THE INDENTURES” herein).




The Bonds are payable solely from a portion of the tax increment revenues allocated to the Agency
pursuant to Section 33670 of the Redevelopment Law (“Tax Increment Revenues™), as described below,
and further, from amounts on deposit in the reserve accounts created under the Indentures. The Trustee
will exercise such rights and remedies as may be necessary to enforce the payments when due by the
Agency and otherwise to protect the interests of the Bondholders in the event of default by the Agency.

The Series A Bonds. The Agency has pledged Tax Revenues, as defined herein, to the repayment of the

Series A Bonds., Tax Revenues consist of Tax Increment Revenues of the Agency’s Community
Improvement Project Area excluding (i) amounts required to be deposited into the Agency’s Low and
Moderate Income Housing Fund, (11) amounts payable by the State to the Agency pursuant to section
16110 et. seq. of the-Government Code, and (1ii) amounts required to be paid pursuant to the Tax Sharing
Agreement, as defined herein or pursuant to Section 33607.5 or 33607.7 of the Redevelopment Law,
except and to the extent that any amount so payable are payable on a basis subordinate to the Bonds.

The Series B Bonds. The Agency has pledged Housing Tax Revenues, as defined herein, to the
repayment of the Series B Bonds. Housing Tax Revenues consist of that portion of Tax Increment
Revenues of the Agency’s Community Improvement Project Area required to be deposited into the
Agency’s Low and Moderate Income Housing Fund (see “THE AGENCY - Low and Moderate Income
Housmg,” “DEBT STRUCTURE - Outstanding Indebtedness of the Redevelopment Project,” “FINANCIAL

or the interest
taxmg ;}Qwer of

pay the expenses of the Agency in connection w1th the issuance of the Series A Bonds. The Series B
Bonds are being issued to refinance certain outstanding obligations of the Agency, to finance additional
low- and moderate-income housing activities of the Agency, to fund a reserve fund for the Series B Bonds
and to pay the expenses of the Agency in connection with the issuance of the Seties B Bonds (see
“FINANCING PLAN - Estimated Sources and Use of Funds” herein).

The Bonds

Redemption. The Series A Bonds maturing September 1, 2029 and September 1, 2034 (the “Series A
Term Bonds”) are subject to mandatory redemption, without premium, prior to their maturity date, in part
by lot on September 1, in each year commencing September 1, 2024 with respect 1o the Series A Term
Bonds maturing September 1, 2029 and commencing September 1, 2030 with respect to the Series A
Term Bonds maturing September 1, 2034 from mandatory Sinking Account payments under the Series A
Indenture. The Series B Bonds are subject to mandatory redemption, without premium, prior fo their
maturity date, in part by lot on September 1, in each year commencing September 1, 2004 with respect to
the Series B Bonds maturing September 1, 2013, commencing September 1, 2014 with respect to the




FINANCING PLAN
Estimated Sources and Use of Funds

Under the provisions of the Indentures, the Trustee will receive the proceeds from the sale of the Bonds
and other funds and will apply them as shown below.

Scurces of Funds

Series A Series B
Par Amount of Bonds $27,350,000.00 $7,430,000.00
Original Issue Discount ’ (127,407.25) 0.00
Funds held by trustee for the 1991 Bonds 104,282.54 0.00
Funds held by trustee for the 1998 Bonds 0.14 0.00
Total Available Funds ' © $27.,326,875.43 $7,430,000.00

Use of Funds

. Deposit to Housing Fund 0.00 3,631,13
i Underwriter’s Discount 76,089.02 36,01

| Costs of Issuance Fund @ _770.318.75 260,000,

Inéemure "), the Agency issued its Community Improvement Project Area Tax Allocation Bo
19§l A (the “1991 Bonds”) 1n the aggregate prmcxpal amount of $11,500,000 of which $1,

16 Avalon Public/ Fmam':iﬁg ‘Authority {the ®Authority”) 15 '
Tax Aliocatmn Bonds, Series 1998 (the “1998 Bonds™) in the aggregate principal amount of $21,225,000
of which $18,230,000 is currently outstanding. The Authority loaned the proceeds of the 1998 Bonds to
the Agency pursuant 10 a loan agreement dated as of March 1, 1998 (the “1998 Loan Agreement”).
Collectively, the 1991 Indenture and the 1998 Indenture are referred to as the “Prior Indentures™ and the
1991 Bonds and the 1998 Bonds are referred to as the “Prior Bonds.” Pursuant to the Prior Indentures
and the 1998 Loan Agreement, the Agency pledged certain “tax revenues” (as defined in the Prior
Indentures and consisting generally of tax increment revenues of the Redevelopment Project excluding
amounts required to be paid pursuant to a tax sharing agreement but including that portion of the tax
increment revenues Tequired to be deposited in the Agency’s Low and Moderate Income Housing Fund)
to the repayment of the Prior Bonds. On the Delivery Date, a portion of the proceeds of the Bonds,
together with certain other funds, will be deposited in trust with U.S. Bank National Association, as
escrow holder (the “Escrow Bank™) pursuant to the Indentures and two separate escrow deposit and trust
agreements relating to each series of the Prior Bonds, each dated as of December 1, 2003, between the
Agency and the Escrow Bank (the “Escrow Agreements™).
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The deposits will be in an amount sufficient to pay principal and interest on the Prior Bonds through and
including their respective redemption dates and to pay the redemption price with respect to the separate
series of the Prior Bonds remaining outstanding on their respective redemption dates. The lien of the
Prior Bonds created by the Prior Indentures and the 1998 Loan Agreement, including, without limitation,
the pledge of the tax revenues to repay the Prior Bonds and the 1998 Loan Agreement, will be discharged,
terminated and of no further force and effect upon the deposits with the Escrow Bank of the amounts
required pursuant to the Escrow Agreements {see “CONCLUDING INFORMATION - Verifications of
Mathematical Computations™ herein).

Use of Proceeds Deposited to the Redevelopment Fund. The Agency expects to use the proceeds of the
Series A Bonds deposited in the Redevelopment Fund to complete seismic upgrades at the hospital,
structural repairs to the Mole Ferry Terminal, road and drainage projects, improved fire flow projects and
flood control projects. The Agency reserves the right to fund redevelopment activities consisting of
public improvements or grants other than those described.

Use of Proceeds Deposited to the Housing Fund. The Agency expects to use the proceeds of the Series
B Bonds deposited in the Housing Fund to acquire property for future development with low- and
moderate-income housing, to make loans to developers of low- and moderate-income housing projects
and to fund a first-time homebuyer loan program. The Agency reserves the right to fund housing
activities other than those described.
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SOURCES OF PAYMENT FOR THE BONDS
Pledge of Tax Revenues and Housing Tax Revenues

The Tax Revenues and the Housing Tax Revenues are pledged fo the payment of principal of and interest
on the Series A Bonds and Series B Bonds, respectively, until the Series A Bonds and any Parity Debt or
the Series B Bonds and any Parity Debt, as applicable, have been paid, or until moneys have been set-
aside irrevocably for that purpose. The Trustee will covenant to exercise such rights and remedies as may
be necessary to enforce the payment of the Tax Revenues and Housing Tax Revenues when due under the

respective Indentures and otherwise to protect the interests of the Bondholders in the event of default by

the Agency.

The Bonds are limited obligations ef the Agency. The Bonds de net constitute a debt or liability of
the City of Avalon, the State of California or of any pelitical subdivision thereof, other than the
Agency. The Agency shall only be obligated to pay the principal of the Bonds, or the interest
thereon, from the funds described herein, and neither the faith and credit nor the taxing power of
the City of Avalen, the State of Califernia or any of its political subdivisions is pledged to the
payment of the principal of or the interest on the Bonds. The Agency has no taxing power.

a basis
interest

- Separate Reserve Accounts for the Series A Bonds and the Series B Bonds have been established under
each Series A Indenture and Series B Indenture to be held by the Trustee to further secure the timely
payment of principal and interest on the respective Series A Bonds and Series B Bonds. The amount
required to be maintained in the Reserve Accounts for the Series A Bonds and Series B Bonds is an
aggregate amount equal to Maximum Annual Debt Service on the Series A Bonds or the Series B Bonds,
as applicable (the “Reserve Requirement”). The Indentures provide that in liew of a cash deposit, the
Agency may satisfy zll or a portion of a Reserve Requirement by means of a Qualified Reserve Account
Credit Instrument {see “APPENDIX A - SUMMARY OF THE INDENTURES” herein).

Concurrent with the issuance of the Bonds, MBIA Insurance Corporation (the “Insurer”) will issue its
surety bonds {each, a “Reserve Account Surcty Bond™), which provide that upon notice from the Trustee
to the Insurer to the effect that insufficient amounts are on deposit in the Special Fund to pay the principal
of (at maturity or pursuant to mandatory redemption requirements) and interest on the Bonds, the Insurer
will promptly deposit with the Trustee an amount sufficient to pay the principal of and interest on the
Series A Bonds or Series B Bonds, as applicable, or the available amount of the applicable Reserve
Account Surety Bond, whichever is less. Upon the later of: (i) three (3) days after receipt by the Insurer
of a Demand for Payment in the form attached to the Reserve Account Surety Bond, duly executed by the
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Trustee; or (ii) the payment date of the Bonds as specified in the Demand for Payment presented by the
Trastee to the Insurer, the Insurer will make a deposit of funds in an account with State Street Bank and
Trust Company, N.A., in New York, New York, or its successor, sufficient for the payment to the Trustee,
of amounts which are then due to the Trustee (as specified in the Demand for Payment) subject to the
Surety Bond Coverage.

The available amount of the Reserve Account Surety Bonds is the initial face amount of $1,726,921.26
with respect to the Series A Bonds and $522,995.00 with respect to the Series B Bonds, less the amount of
any previous deposits by the Insurer with the Trustee which have not been reimbursed by the Agency.
The Agency and the Insurer will enter into a Financial Guaranty Agreement dated as of the Closing Date -
(the “Agreement™). Pursuant to the Agreement, the Agency is required to reimburse the Insurer, within
one year of any deposit, the amount of such deposit made by the Insurer with the Trustee under each
Reserve Account Surety Bond. "Such reimbursement shall be made only after all required deposits to the
applicable Special Fund to pay debt service on the applicable series of Bonds and all Parity Bonds have
been made.

Municipal Bond Insurance

The MBIA Insurance Corporation Insurance Policy

Ofﬁmal Statement Reference '1s\made to “APPENDIX G” for*a spedmen'of “MBIA’S pohcy

MB;*‘A s policy unconditionally and irrevocably guarantees the full and complete payment requi
maée by or on behalf of the Issuer to thc Paying Agent or lts successor of an amount egual

payable w1th respcct to any Bonds MBLf\ s pohcy docs not undcr any circumstance insure against loss
relating to: (i) optional or mandatory redemptions (other than mandatory sinking fund redemptions); (ii)
any payments to be made on an accelerated basis; (1ii) payments of the purchase price of Bonds upon
tender by an owner thereof; or (iv) any Preference relating to (i) through (iif) above. MBIA’s policy also
does not insure against nonpayment of principal of or interest on the Bonds resulting from the insolvency,
negligence or any other act or omission of the Paying Agent or any other paying agent for the Bonds.

Upon receipt of telephonic or telegraphic notice, such notice subsequently confirmed in writing by
registered or certified mail, or upon receipt of written notice by registered or certified mail, by MBIA
from the Paying Agent or any owner of a Bond the payment of an insured amount for which is then due,
that such required payment has not been made, MBIA on the due date of such payment or within one
business day after receipt of notice of such nonpayment, whichever is later, will make a deposit of funds,
in an account with U.S. Bank Trust National Association, in New York, New York, or its successor,
sufficient for the payment of any such insured amounts which are then due. Upon presentment and
surrender of such Bonds or presentment of such other proof of ownership of the Bonds, together with any
appropriate instruments of assignment to evidence the assignment of the insured amounts due on the
Bonds as are paid by MBIA, and appropriate instruments to effect the appointment of MBIA as agent for
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