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ABOUT CDIAC

CDIAC provides information, education, and techni-
cal assistance on public debt and investments to local
public agencies and other public finance professionals.

THE COMMISSION:

* Maintains a comprehensive database on the issu-
ance of all California debt by the State and local
issuers. Interested parties may access this database
at CDIAC’s website.

* Dublishes Debt Line, a monthly online newsletter,
which provides articles and lists all proposed and
sold municipal financings.

* Publishes an annual report which includes a sum-
mary of the previous years activities, a calendar
of issues, and a summary of debt issuance within
California listed by issuer, purpose, and type of
debt instrument.

* Publishes the California Debt Issuance Primer, a
comprehensive debt financing handbook cover-
ing topics such as types of debt financing in-
struments, key terms and concepts, and roles of
principal players.

Publishes a summary of bond and tax measures
considered by the voters at general and primary
elections.

* Sponsors seminars and conferences such as Mu-
nicipal Debt Essentials, Municipal Disclosure and
The Bond Buyer Pre-Conference for government of-
ficials. CDIAC staff can arrange seminars in your

area. Contact CDIAC at (916) 653-3269.

e Provides technical assistance and debt issuance in-
formation to public agencies, as well as to all sec-
tors of the municipal finance industry.

* Conducts research studies and prepares issue briefs
and reports on topics related to municipal debt is-

suance and public fund investment.

CONTINUING EDUCATION CREDIT

Participants in CDIAC seminars may receive con-
tinuing education credit. Please see the registrar to
sign in and receive your certificate of attendance.

FOR MORE INFORMATION

For more information about CDIAC services and our
upcoming seminar schedule please visit www.treasurer.

ca.gov/cdiac or call (916) 653-3269.

To sign up for CDIAC’s seminar notification service

visit: www.treasurer.ca.gov/cdiac and click on “Sign
Up for Notice of CDIAC Seminars and Publications”
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REGISTRATION/DISTRIBUTION OF SEMINAR MATERIALS/BREAKFAST

SEMINAR WELCOME AND OPENING REMARKS

Mark Campbell, Executive Director, CDIAC

BASIC STRUCTURE OF ASSESSMENT AND COMMUNITY FACILITIES DISTRICTS

This session provides background information on requirements, eligibility, exactions, benefit
findings and “reasonableness” determinations of assessment district versus community facilities
district financings.

PRE-FORMATION CONSIDERATIONS

This session reviews issuer considerations when choosing between special tax and assessment
district financing for infrastructure. Speakers also discuss public works contracting versus proj-
ect acquisition, assembling a resource team, and establishing a liaison with other local agencies
and developers.

BREAK

DISTRICT FORMATION PROCESS

This session compares the steps involved in forming assessment and community facilities districts,
including elections and balloting, levying assessments or special taxes, and financial reporting.

LUNCHEON FOR ALL PARTICIPANTS AND SPEAKERS

PROJECT IMPLEMENTATION

This session reviews steps involved in implementing a project financed with community facilities
district or assessment district bonds. Speakers cover considerations such as property acquisition,
environmental clearances, and for developer deals, the topic of prevailing wages and the need for
a written agreement between the local agency and the developer.

BOND ISSUANCE

This session reviews the mechanics of bond issuance. The speakers discuss the financing team, the
structure of the financing including refunding, and the bond sale process, including whether the
bonds ought to be sold through a negotiated or competitive process.

BREAK



3:00 PM

4:00 PMm

ADMINISTRATION OF LIENS AND BONDS

This session discusses local agency responsibilities for the ongoing administration of community
facilities district special taxes, special district assessments, and the bonds secured by both, as well
as effective programs and strategies for managing delinquencies, including the expansion of col-
lection efforts to respond to spiking delinquency rates where they occur.

CLOSING REMARKS

SPEAKERS

Mello-Roos Financing Team:

Jim Francis, Chief Financial Officer, City of Folsom

Tim Seufert, Managing Director, NBS

Debra Riley, Partner, Allen Matkins

Bob Whalen, Partner, Stradling Yocca Carlson and Rauth

Assessment District Financing Team:

Dennis A. Anderson, Director, Financial Engineering, Harris & Associates
Jim Fabian, Principal, Fieldman, Rolapp & Associates, Inc.

Jim Francis, Chief Financial Officer, City of Folsom

Debra Riley, Partner, Allen Matkins



SPEAKERS

DENNIS A. ANDERSON

Director of Financial Engineering
Harris ¢ Associates, Inc.

Irvine, CA

(949) 655-3900 ext. 2334

danderson@harris-assoc.com

Dennis Anderson is director of Financial Engineer-
ing with Harris & Associates and has over 25 years
of assessment and financial engineering experience
consulting to cities, counties and special districts
throughout the state of California. Mr. Anderson has
assisted agencies with feasibility studies and the analy-
sis of special benefit from various types of improve-
ments in accordance with the requirements of Article
XIIID of the California State Constitution (Propo-
sition 218) and the various assessment and special
tax provisions within California State Code. He has
prepared Engineer’s Reports, Special Tax Rate and
Method of Apportionments, Boundary Maps, and
Assessment Diagrams and assisted with presentations
to agency boards and property owners, preparation
and mailing of notices and ballots, and ballot tabula-
tion. He has also managed the annual administration
of both bond and maintenance districts, including
facility acquisition and reimbursement.

JAMES V. FABIAN

Principal

Fieldman, Rolapp & Associates, Inc.
Irvine, CA

(949) 660-7307

jfabian@fieldman.com

Jim Fabian is a principal and the Secretary of the
Board of Directors of Fieldman, Rolapp & Associ-
ates. He is an expert in the formation of assessment,
improvement, and community facilities districts and
the financing of various types of public improve-
ments. Mr. Fabian was a local government official for
15 years prior to joining Fieldman, Rolapp & Associ-
ates in 1999 and has extensive experience with the
operational considerations of local government and
the administration of land-secured special districts.

Mr. Fabian has been involved in over 75 land secured
financings totaling over $1.0 billion in par value in
his career.

Mr. Fabian is a member of the Committee on As-
sessments, Special Taxes & Other Financing Facilities
and the California Society of Municipal Finance Of-
ficers. He is licensed as an Investment Advisor Rep-
resentative and holds the designation as a Certified
Independent Public Municipal Advisor from the Na-
tional Association of Municipal Advisors.

Mr. Fabian earned his undergraduate degree, cum
laude, in political science and his graduate degree
in public administration (emphasis in local govern-
ment), both from Kent State University.

JIM FRANCIS

Chief Financial Officer
City of Folsom

Folsom, CA

(916) 351-3345

jfrancis@folsom.ca.us

Jim Francis is the chief financial officer at the City of
Folsom, having held the position since 2008. Previ-
ously, he was town manager of West Hartford, Con-
necticut. During his 28-year tenure in West Hartford,
Mr. Francis also served as the director of finance, di-
rector of health and the director of employee services
before assuming the chief executive officer position.

Mr. Francis was an adjunct professor in the Univer-
sity of Connecticut’s Department of Public Policy.
He holds a Master of Arts in social ecology from the
University of California at Irvine and a Bachelor of
Business Administration in management from West-
ern Michigan University.

DEBRAA. RILEY

Partner

Allen Matkins
San Diego, CA
(619) 235-1520

driley@allenmatkins.com

Debra Riley is a partner at Allen Matkins and works
in the firm’s San Diego office. She represents munici-



palities, special districts, developers, and bondholders
in connection with public finance issues, including
out-of-court restructuring of community facilities
districts and assessment district bonds, refunding/re-
financing of public bonds, the purchase and sale of
defaulted public securities, and the use of chapter 9
proceedings to restructure public securities. Ms. Riley
regularly handles issues involving adequate disclosure,
indentures, fiscal agent agreements, rate method and
apportionment of special taxes, development agree-
ments, acquisition agreements, reimbursement agree-
ments, subdivision improvement agreements, surety
bonds, and lien contracts.

Ms. Riley has also served as counsel for municipali-
ties, special districts, developers, institutional inves-
tors, debtors, creditors’ committees, and secured and
unsecured creditors in complex out-of-court restruc-
turings and chapter 11 proceedings throughout the
country, including California, Delaware and New
York. Her experience covers a wide array of industries,
including real estate, manufacturing, dietary supple-
ments, subprime lending, technology, and healthcare.

Ms. Riley also has commercial and real estate litiga-
tion experience, including prosecuting judicial and
non-judicial foreclosures and guaranty actions, and
handling pre- and post-judgment enforcement and
collections matters. Prior to joining Allen Matkins,
Ms. Riley was a partner at McDermott Will & Emery
in Chicago where she was involved in many nation-
ally prominent bankruptcy cases and out-of-court
restructurings of public and private debt. Before
embarking on the practice of law, Ms. Riley was a
certified public accountant in Connecticut and main-
tained an audit and consulting practice with a prede-
cessor to Ernst & Young,.

TIM SEUFERT

Managing Director
NBS

San Francisco, CA
(800) 434-8349

tseufert@nbsgov.com

Tim Seufert is a managing director with NBS and has
over 20 years of experience working with public agen-

cies all over California on special financing districts
(special assessments and taxes) and other types of
revenue mechanisms. He has addressed the Califor-
nia Society of Municipal Finance Officers, League of
California Cities, California Special District Associa-
tion, and other working groups, and authored articles
on this topic. Prior to working in local government
finance, Mr. Seufert worked for a decade in corporate
finance and analysis.

Mr. Seufert holds a Master of Arts in public ad-
ministration from San Francisco State University
as well as a Bachelor of Science in business finance
and German language studies from the University
of Southern California.

ROBERT J. WHALEN

Shareholder

Stradling Yocca Carlson & Rauth, PC.
Newport Beach, CA

(949) 725-4166

rwhalen@sycr.com

Robert Whalen is a shareholder with Stradling,
Yocca, Carlson & Rauth and is a member of the
firm’s board of directors. Mr. Whalen has been
practicing exclusively in the public finance area for
over 30 years and has extensive experience acting
as bond counsel, disclosure counsel, and under-
writer’s counsel in connection with a broad range
of municipal financings.

Mr. Whalen is a member of the National Associa-
tion of Bond Lawyers and is a frequent speaker on
municipal finance issues for CDIAC, UCLA Ex-
tension Program, and other organizations. He also
served for several years as a member of the CDIAC
Technical Advisory Committee. In addition, Mr.
Whalen has served as a member of the Board of
Education of the Laguna Beach Unified School
District and currently serves as a city councilmem-

ber of the City of Laguna Beach.

After graduating from Harvard College, Mr. Whalen
obtained his law degree from the Boalt Hall School of
Law at the University of California, Berkeley.
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Basic Structures of Assessment
and Community Facilities
Districts

History of Each in a Nutshell

e Special Assessment Districts
* Municipal Improvement Act of 1913
* Used with the Improvement Bond Act of 1915

* Other Acts normally used for maintenance

e Mello-Roos Community Facilities Districts
* In 1978, Prop. 13 was approved by CA voters

« In response, the Community Facilities Act of
1982 was adopted




California Statutes & Constitution

e Assessment District (AD)
* Primarily 1913 & 1915 Acts for capital projects
* Primarily 1972 & 1982 Acts for maint./services
* Article XIIID of CA Constitution
* Section 53753 of the Govt. Code

e Community Facilities District (CFD)
* Mello-Roos Community Facilities Act of 1982
« Articles XIITA & XIIIC of CA Constitution

e Charter Cities can use legislative powers

Eligible Capital Facilities to Finance

e Assessment District

* Authorized public improvements

* Must provide local, special benefits to property
e Community Facilities District

* Public improvements with 5+ years useful life

* Can finance facilities:
* Owned/controlled by issuer and/or
» Owned, operated and maintained by other public entities

e JCFAs with other public agencies

AD vs. CFD

e Assessment District
* Sets a Fixed Lien for every parcel
* Annual payment reduces lien
* Term of payments = term of bonds

e Community Facilities District
* Sets a Maximum Annual Special Tax Rate
» Max. tax rate may escalate
» Term of tax may outlive term of bonds

e Neither directly based on property value
* (a.k.a. an ad valorem charge)




Special Benefits vs. Reasonableness

e Special Benefits - ADs
» Assessment based on the direct and special
benefit each property receives from
improvements

e Reasonableness - CFDs
* Special tax is not a special assessment
* May be based on any “reasonable” basis
(except ad valorem), as determined by the
legislative body

Usual Sequence of Events - ADs

. Local agency/property owner petition initiated
. Legislative body commences assessment proceedings
. Notices of hearing and assessment ballots mailed
4. Public Hearing
. Assessment balloting and “majority protest”
. Final actions taken by legislative body
7. End of cash collection / statute of limitations
8. Bonds issued
9. Project costs funded / reimbursed
10.Annual assessment installments levied

Usual Sequence of Events - CFDs

. Local agency/property owner petition initiated
. Local Goals & Policies adopted
. Legislative Body commences CFD proceedings
4. Public Hearing
. Election
. Final actions taken by Legislative Body
. Bonds issued
8. Project costs funded / reimbursed
9. Annual special taxes levied
10. Annual continuing disclosure reports prepared




AD vs. CFD Comparison - Similarities

Permitted and fairly
common

No State 7 limit. atutory limit.

Standard is not to exceed | Standard is not to exceed
20,
2%

- Differences

through future
annexations

Land Use Changes | 1913 Act - apportionments
cannot easily be modified nerally adapt to
1972 Act — Annual assessment can s in land use
adapt
Assessment of 1913 Act - Assessments on Special taxes between
Undeveloped undeveloped land is based on undeveloped and
Property potential development { and can
1972 Act — Annual assessments
generally differ between
undeveloped and developed parcels

Major Factors Favoring an AD

e ADs are appropriate for:
* Small, local infrastructure projects
* Projects with multiple property owners

* Large variable rate financing programs that
anticipate multiple conversion of bonds to a
fixed rate of interest over several years

» Some maintenance programs and services




Major Factors Favoring a CFD

e CFDs are appropriate for:
* General benefit “community facilities”
* Projects with few property owners, or broad support
Projects requiring flexibility
* Phased land development projects
« Uncertainties about eventual land use
Projects needing targeted economic burden
» Exempting publicly-owned parcels
» Reducing burden on select categories of parcels/uses
Projects requiring funding for eligible services and
maintenance & operation activities

California Debt and Investment
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Local Goals and Policies

e [ egal Requirement for CFDs
(Gov’t code §53312.7)
e Good Idea for ADs
e Why important - to provide:
* Guidance
* Consistency

* Assurances




Key Issues to Cover in Policies
e Facilities Priority & Eligibility
e Disclosure to:

* Prospective Property Purchasers

* Bond Buyers
* Financial Markets

e Appraisal Criteria / Value-to-Lien
e Application Process
e Credit Quality Requirements / Criteria

Acquisition vs. Construction

o ACQUISITION:
* Developer advances $s, builds improvements, and public
agency “acquires” them
e CONSTRUCTION:

* Public agency builds

o COMBINATION

Selecting the Team

e Public Agency should choose consultants
e Financial Advisor can help
e RFP Process / Consultant Pool

e Mello-Roos / Assessment District
experience is a key




Consultant Roles

e Bond Counsel
* Guidance & legal opinion

e Financial Advisor
 Guidance & market knowledge
* Fiduciary responsibility/obligation

e Special Tax Consultant
* Tax Formula, Financing Plan &/or CFD Report

e Assessment Engineer
* Benefit finding & Engineer’s Report

Consultant Roles (cont.)
e Market Consultant
* Price point analysis
* Absorption study
* Mortgage study/report

® Appraiser
* Determines value of properties to be assessed /
taxed
e Developer/Developer’s Counsel/Developer’s
Consultant
* Provide the required information about the
Developer and the project

Important Considerations
in Assembling Team

e Good communication among team members
e How to best facilitate meetings/calls
e Involve counsel - legal protection

e Understand structure and associated workload
(you will have to live with these decisions)




Other Agencies/Utilities Coordination

e Jurisdictional overlap
e Who will own and operate facilities?

e Joint Community Facilities Agreements
required for CFDs

e Consent of legislative body required for
CFDs and ADs
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Formation Process

e LET’S GET STARTED
e Petition
e MULL IT OVER

‘Intention / Boundary Map
’s Report (including Rate & Method of

* AD Engineer’s Report (including Assessment Spread)
e HASH IT OUT

* Public Hearing

* AD ballot tabulation & CFD written protests
e SEAL THE DEAL

* Resolution of Formation (CFD and AD)
» CFD election




CFD Special Election Process

e Conducted after Resolution of Formation
e This IS an election under the Elections Code

e Landowner vote by acreage if fewer than 12
registered voters (some counsel require 0
registered voters)

e 2/3 must vote “yes”
(registered voters or acreage)

e Recordation of Notice of Special Tax Lien

Assessment Ballot Process

e Required by Proposition 218
e Mailed with Notice of Public Hearing

e This is NOT an election,
NOT a secret ballot

e Ballots opened and tallied after hearing
e Weighted by assessment amount

e More “no” than “yes”, no assessment

Assessment Process After Formation

e Recordation of Notice of Assessment

e 30-Day Cash Collection Period
* Mailed Notice to Pay Assessment
* Cash payment discount
* Paid / Unpaid List




CFD Public Hearing Report

e Description of Facilities
e Boundary Map
e Rate and Method of Apportionment

e Rationale for Rate and Method of
Apportionment

Rate and Method of Apportionment

e Approved by public agency at ROF and by
2/3 vote of qualified electors

e Describes methodology used to calculate
the annual special tax levy

e Must generate amount needed each year to
pay bond debt service and admin expenses,
to replenish reserve fund, and to pay
directly for facilities and/or services.

CFD Special Tax Formulas:
Developed Property Special Tax

e Applies after building permit, recordation of map, or
other defined event

e Can be spread based on benefit or market
considerations, not property value

e Categories based on: land use, size of home, type of
home, lot size, density, etc.

e Total tax not to exceed 2% of home’s sales price

e Should be stable; no fluctuation due to additional
bond sales, changes in land use, delinquencies, etc.

10




CFD Special Tax Formulas:
Undeveloped Property Special Tax
e Applies to parcels that do not yet meet
definition of “Developed Property”
e Typically charged on a per-acre basis

e Must provide coverage under worst-case
scenario prior to full development of the
project

e Should absorb variability in special tax levy

CFD Special Tax Formulas:
Additional Items to Consider

e Rate of Escalation (facilities vs. services)
e Order of Levy

e Backup Special Tax

e Cross-Collateralization

e Prepayment Formula

Engineer’s Report
S&H Code §10204 (1913 Act)

e Plans & Specifications

e Estimate of Costs

e Assessment Diagram

e Assessment Methodology
e Assessment Roll

e Annual Administration Costs




Engineer’s Report
S&H Code §2960 (1931 Debt Limitation Act)

e Total principal amount of Unpaid
Assessments on parcels

e Total true value of parcels

e Total Lien / Value
(must be less than 50%, by Code)

Engineer’s Report

e Key information document in a dispute
e Prepared by a Registered Prof. Engineer

e Proposition 218 requirements
* Special Benefit should be clearly defined
* General Benefit should be identified,
quantified and discussed
» Assessment spread clearly detailed

* Special treatment of public parcels should be
discussed

California Debt and Investment
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Construction or Acquisition ?

e Construction Project:
* Issuer constructs project
 Bond proceeds pay costs as needed

e Acquisition Project:
 Developer / Owner constructs improvements
(must front the costs)
* Issuer to “acquire” with bond proceeds

Developer Constructs Improvements

e Acquisition Agreement specifies how
(construction and purchase processes)
* Vertical vs. Horizontal
» Completed Facility vs. Progress Payments
* Other specifications and requirements
» Competitive bidding
* Prevailing wage
« Inspection
¢ Insurance
« Local agency review of Plans & Specs

Developer Constructs Improvements

e Requirements for Developer to get paid:
 Contracts, invoices & canceled checks
» Evidence of transfer of title
* Evidence of acceptance of improvements
* Lien releases from contractor and subs

* Amount within limits of Agreement

13




Mission Bay Development CFD No. 6

e Developer submitted payment request for
park improvements
* Facilities included grading, drainage, water,
lighting, hardscape, landscape, and irrigation

» Documentation included contracts, change
orders, invoices, canceled checks and lien
releases covering $1.6 million

* The final recommended payment was $586,000

Issuer Constructs Improvements
e Expand working group to include:
* Public Works staff
» Representatives from other local agencies
* Design engineer / environmental consultant
« Contract administrator / inspectors

* Real property appraiser

Issuer Constructs Improvements

e Project Design

e Property Acquisition

e Environmental Clearance

e Review and Approval of Plans & Specs

e Solicitation of Sealed Bids
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Bond Issuance

Bond or Debt Issuance
e FINANCING TEAM
e OVERVIEW OF PROCESS
e UPFRONT CONSIDERATIONS/TIMING
e DISCLOSURE

Expansion of Financing Team

Existing Financing Team & Staff, plus...

e Appraiser
* Estimates value of liened property

e Underwriter
« Structures and markets the bonds
« (if negotiated sale)
e Disclosure / Underwriter’s Counsel

* Prepares bond sale financing documents
(Official Statement, bond purchase agreement, etc.)
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Expansion of Financing Team (cont.)
e Trustee / Fiscal Agent
» Holds, invests and disburses funds at direction of issuer.

* Has trust obligation to bond owners

e Special Tax Consultant or Assessment Engineer (for bond
or debt support)
e District Administrator
* Assists Issuer in administering AD/CFD
(good practice to retain earlier in process)
e Developer/Developer’s Counsel/Developer’s Consultant

* Provides the required information about the Project, the
Developer, and the Developer’s financing for the Project

Bond or Debt Issuance Process

e Overview: How is it done?

1. Financing team drafts legal and financing
documents

2. Bond Counsel prepares bond resolution
3. Issuer approves financing documents

4. Issuer sells bonds to underwriter

5. Underwriter sells bonds to investors

Bond or Debt Issuance Process (Cont.)

e Overview: How is it done?

6. Issuer receives $s in exchange for bonds

7. Issuer disburses net proceeds used for:
a. Capital projects
b. Interest
c. Bond reserve, cost of issuance, other

8. Annual special taxes / assessment

installments levied and collected

9. Bond owners paid (typically semiannually)
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Bond or Debt Issuance Process (Cont.)

e [ssuer approves Resolution of Issuance
e Parameters
e Approval of Documents
e Authorized Officers

e Typical final legal documents
* Official Statement (preliminary)
 Continuing Disclosure Agreement(s)
» Bond Purchase Agreement or Notice of Sale
* Bond Indenture or Fiscal Agent Agreement

Upfront Considerations / Timing

e Bond Sizing / Financial Feasibility
* How much is needed now?
* How many bonds can be supported?
* Special tax revenue coverage
« Impact on undeveloped property owners
* Value-to-lien ratios

Upfront Considerations / Timing (cont.)
e Status and progress of development

e Placing annual levy on Property Tax Bills
e Capitalized interest for initial period
(“stub period”) or longer
e Status of infrastructure funded by CFD/AD
* Need for funds to pay for or reimburse for facility costs
— 3 year window
e Market Conditions — can the bonds be sold?
* Credit Quality
* Investor suitability
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Upfront Considerations / Timing (cont.)
e Credit Quality / Market Issues

Market’s perception of credit quality of CFD/AD
Developer’s financial strength & ability to perform
Diversification of own amount already developed
Land use type(s)

Value-to-lien ratios

Prevailing overall market conditions and
market interest rates

Demand for land-secured debt

Opverall perception of the real estate market

Initial Bond Disclosure

e Preliminary Official Statement
* No misstatement of a material fact

* No omission of a material fact

* Material = important to investor when making
an informed investment decision

Disclosing Information to Investors

e Official Statement includes:

* Description of the Bonds
- Authority for issuance - Redemption provisions
- Debt service schedule - Sources and uses, etc.

* Project Information (what is being financed)

* Security for the Bonds
- Special ta ssments - Reserve fund
- Land value estimates - ability to issue additional debt
- Foreclosure provisions, etc.
» The CFD/AD Development Plan and Status
- Project pro-forma - Developer information
(Typically a Developer Questionnaire is sent from Disclosure Counsel to the
Developer to get a complete package of information about the Project)
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Disclosing Info to Investors (cont.)

e Official Statement also includes:
* Bondholder Risks

* Special Tax Formula (RMA) /
Assessment Spread (portions of Engr’s Report)

* Appraisal

» Market Absorption Report

» Summary of key legal documents
* Continuing disclosure agreements

California Debt and Investment

Advisory Commission
Fundamentals of Land Secured Financing
April 28,2016

Administration of Liens
and Bonds

Administration - Basic Steps
e Know your CFD / AD

¢ Indenture or Fiscal Agent Agreement
» Payments to Bond Holders
* Special Tax Formula (CFD)

 Determine applicable special taxes (development status)

* Allocate parcels to ategories
(record release of special tax lien for prepayments)
* Engineer’s Report (AD)
* Debt service + administrative costs = Annual Payments
(record release of assessment lien for prepayments)
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Administration - Basic Steps

e Manage the funds
* Bond funds per indenture / trust agreement
(flow of funds and reconcilements)
 Permitted investments
» Requisition of construction funds

e Meet administrative obligation
 Annual disclosure requirements and deadlines
* IRS arbitrage compliance
* Levy preparation and submittal to County Auditor

e Customer Service

Delinquency Management

e Accelerated judicial foreclosure
e The delinquency process

* Notice to delinquent owners
¢ Identify and contact mortgage lender
* Strip special tax / assessment levy off tax roll

e Foreclosure Counsel
e Thresholds

e Teeter Plan or not?

Continuing Disclosure
e SEC Rule 15¢2-12
e Obligated Persons - Issuer & Developer

e What to disclose
* Material events
* [tems in Continuing Disclosure Certificate

e Information Repository — MSRB
(Municipal Securities Rule-making Board)

e Reports must be filed on time!
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Annual Special Tax Reports - CFD

e Summary of development

e Summary of account balances

e Status of improvements

e Summary of financial obligations
e List of parcels and levy

Plus: CDIAC reporting requirements

report to governing board (Gov. Code
)75.3 and 53411)

Plus AB 2109 Reporting to State Controller

Other Administrative Items
e Arbitrage rebate calculation
e Reconcile bank statements

e Disbursing / Investing Bond Proceeds

e Prepayment calculations

e Record release of special tax / assessment lien

e Reimbursement for facility construction

Consultants or Staff?

e Staff’s experience

e Evaluation of workloads
e Number of districts

e Complexity of districts

e Combined approach
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Workshop Conclusion
and Evaluation
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TOPICAL OUTLINE

SESSION I: Basic Structures of Assessment and Community Facilities Districts

1. History of Each in a Nutshell

2. The California Statutes and Related Articles of the California Constitution

a. ADs — primarily, 1913 Act and 1915 Act, together with Article XIIID of the
California Constitution and Section 53753 of the Government Code

b. CFDs — the Mello-Roos Act, together with Articles XIIIA and XIIIC of the California Constitution

NOTE — Charter Cities can utilize their legislative powers with respect to “municipal
affairs” (and many, if not most of them, have done so) to enact their own versions of these
statutory schemes, with variations designed to suit their policies and preferences

3. Scope of Eligible Items to Finance (Local Benefit vs. Community Facilities)

4. The Contrasting Exactions Being Imposed -
Fixed-Lien Assessment vs. Special Tax Obligation

5. Special Benefit (ADs) vs. Reasonableness (CFDs)

SESSION llI: Pre-Formation Considerations

1. Why Do Either? Finding a Public Policy Justification

2. Adoption of Local Goals and Policies - Required for CFDs, Advisable for ADs

3. The Landowner/Developer District - Public Works Contracting vs. Acquisition

4. Local Agency Staffing Responsibilities

5. Assembling the Resource Team - the Assessment Engineer vs. the Special Tax Consultant

6. Establishing Liaison with Other Affected Local Agencies and Utility Companies

SESSION llI: The District Formation Process

1. ltems Needed Before You Initiate the Formation Process
2. Initiated With or Without Property Owner Petition

3. Procedural Steps Which ADs and CFDs Have in Common
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a. approve and record boundary map

b. obtain any required consent for “extraterritorial” actions
c. adopt resolution of intention

d. submit report

e. provide notice of hearing

f.  conduct hearing, determine if have majority protest

g. if no majority protest, adopt concluding resolution

h. establish agreements, as appropriate, with other Local Agencies,
Utility Companies and the Landowner/Developer

4. Some Procedural Differences
a. the notice of hearing

I.  AD — must mail (with assessment ballot) not less than 45 days
prior to hearing; publication not required

Il.  CFD — mailing is optional; must publish one time at least 7 days prior to hearing
b. the report

I.  AD — called the “Engineer’s Report,” it is the central legal
document and is formally approved as part of formation

Il. CFD — called the “Hearing Report,” it is an informational document only,
can be changed at will, and is not approved as part of the process

NOTE — For CFDs, the central legal document is the “Rate and Method
of Apportionment” (the “RMA” or “Special Tax Formula”)

C. measuring property owner sentiment
I.  AD — the assessment ballot procedure

(1) required by Section 4 of Article XIIID of the California Constitution (added by Prop.
218 in November, 1996), as supplemented by Section 53753 of the Government Code

(2) this is not an election, and therefore California elections laws do not apply

(3) the assessment ballot procedure is conducted concurrently with and as part
of the formation process, with the assessment ballots mailed to the owner(s)
of each parcel being assessed, along with the notice of hearing

(4) to be counted, must be completed and returned prior to the close of the
hearing; contents to remain “concealed” until close of hearing

(5) following the close of the hearing, the ballots returned are
opened and tallied and become “public records”

(6) “majority protest” exists if more “No” than “Yes”, with ballots
weighted by amount of proposed assessment
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Il. CFD - the special election procedure

(1) this is an election, subject to requirements of California elections laws (with special
provisions for determining who are the “qualified electors”), including special provisions of
the Mello-Roos Act which override general provisions of the California Elections Code

(2) the election is called by resolution following the hearing and (assuming
no majority protest) adoption of the resolution of formation

(A) authorization at Section 53326(a) of the Government Code to schedule the mailed
ballot election on any date, so long as it is at least 90 days and no more than 180 days
following adoption of the resolution of formation (and subject to coordination with the
election official who will supervise the election) - the provisions of Section 1500 of the
Elections Code (which specify “established mailed ballot election dates”) do not apply

(3) generally, conducted as a mailed-ballot election

(A) authorization at Section 53326(d) of the Government Code to use mailed
ballot election procedures, without having to satisfy the provisions of Section
4000 of the Elections Code (which specify conditions which normally must
be specified in order to utilize mailed ballot election procedures)

(4) generally, 3 separate measures combined in one ballot
(A) authorization to levy the special tax per the approved RMA

(B) authorization to issue special tax bonds, subject to a
specified maximum principal amount

(C) authorization of a separate “appropriations limit” for the CFD as a
separate entity, per Article XIIIB of the California Constitution

d. providing for cash payment of exactions prior to bond issuance — required
for ADs, not required and generally not done for CFDs

5. Recording the Liens
a. ADs — the Assessment Diagram and the Notice of Assessment

b. CFDs — the Notice of Special Tax Lien

6. Authorizing the Levy and Collection of the Exaction
a. ADs—if 1915 Act bonds being issued, no action required by the Local Agency

to authorize the levy and collection of assessment installments

b. CFDs — the tax levy ordinance

SESSION IV: Project Implementation

1. Determining Whether the Project Will be a Public Works Project of the
Local Agency or an Acquisition Project of the Landowner/Developer

2. Expanding the Working Group to Include Staff and Professionals
Whose Focus is the Improvement Project Itself
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a. Public Works Staff

b. Representatives of Other Local Agencies, Utilitcy Companies
c. Design Engineer, Environmental Consultant

d. Contract Administrator, Inspection Services

e. Real Property Appraiser
3. Property Acquisition (e.g., Right-of-Way or Easements), If Necessary
4. Environmental Clearance
5. Review, Approval of Project Plans and Specifications

6. Solicitation of Sealed Bids and Applicability of Prevailing Wage Requirements

SESSION V: Bond Issuance

1. Expanding the Working Group to Include Staff and Professionals
Whose Focus is the Debt Issuance and Administration

a. Other Local Agency Staff Members

b. Bond Underwriter (May be Selected for Negotiated Sale or Determined by Competitive Bidding) . .
c. Fiscal Agent or Trustee for the Bonds

d. Dissemination Agent (if different from Fiscal Agent, Trustee)

e. Real Estate Appraiser

f.  Disclosure Counsel

g. Assessment or Special Tax Administrator

NOTE - Generally speaking, Limited Obligation Assessment Bonds and
Special Tax Bonds are not rated and are not credit-enhanced.

2. Determining Whether Bonds Will Be Sold by Negotiation or by Competitive Sale
3. CDIAC Reports and IRS Form 8038-G Prior to and at Time of Issuance

4. Determining Whether Landowner/Developer is Going to be
Required to Provide a Continuing Disclosure Certificate

5. General Considerations for Establishing Debt Issuance Structure

a. The 1-to-3 Lien-to-Value Limitation (the Principal Amount of Bonds Should Not Exceed
One-Third of the Value of the Property Encumbered by the Assessment or Special Tax)

b. The General Requirement (Federal Tax Law) to Spend the Bond Proceeds
Within 3 Years of Issuance (Except for Reserve Fund)
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c. “Financial Engineering” to Assure a Match Between Projected
Revenue and Debt Service on the Bonds

6. Preparing and Obtaining Local Agency Approval of Financing Documents
a. Bond Resolution, Fiscal Agent Agreement, Indenture (Sometimes Called the Trust Agreement)
b. Bond Purchase Contract (Alternatively, the Notice of Sale if Selling the Bonds by Competitive Sale)
c. Preliminary Official Statement

d. Continuing Disclosure Certificate or Agreement
7. Conducting the Bond Sale
8. The Pre-Closing and the Closing

9. Disbursing Bond Proceeds, Investing the Retained Bond Proceeds

SESSION VI: Administration of Liens and Bonds

1. Determining What Functions to Handle In-House With Local Agency
Staff and What Functions to Farm Out to Service Providers

2. Lien Administration Considerations
a. Disclosure to Prospective Property Purchasers
b. Annexation — Permissible with CFDs but not ADs

c. Apportionment of Liens to Reflect Property Divisions — Special Procedure
Required for ADs but Happens Automatically With CFDs

d. Calculating and Administering Property Owner Prepayments

I.  ADs — prepayment is a property owner entitlement; the formula for
calculating the prepayment amount is provided by statute

Il. CFDs — permitting prepayment is a Local Agency option, not required; if permitted, the
formula for calculating the prepayment amount needs to be set forth in the RMA

e. Scheduled Collections on the Property Tax Roll

I.  ADs — installments consist of pro-rata portion of annual debt service on
bonds plus authorized administrative expenses; no “coverage” permitted
and no allowance for anticipated delinquencies permitted

Il.  CFDs — annual special tax calculated in accordance with RMA; limited
“coverage” and allowance for anticipated delinquencies permitted

f.  Administering the Funds Collected
I.  the Flow of Funds established in the bond issuance document

Il.  providing for investment earnings
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Delinquency Management
. the need for a policy
IIl.  the foreclosure covenant

Il special rules for the bond default situation

3. Bond Administration Considerations

a.

Annual Report to NRMSIRs in Compliance with Continuing Disclosure
Certificate; the new “Central Post Office” service for submission

Disbursing and Investing Bond Proceeds — Governed by the Bond Issuance Documents
. the requisition procedure

Il “Permitted Investments”

Using Proceeds of Prepayments to Redeem Bonds in Advance of Maturity

The Concept of “Bond Yield,” Monitoring Investment Earnings for “Arbitrage”
and the Need to “Rebate” Some Arbitrage Earnings to the IRS

Changes of Ownership in the Bonds — Governed by the Bond Issuance
Document and Handled by Paying Agent, Fiscal Agent or Truste
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Overview of Community Facilities Districts (“CEFDs”) vs.
Assessment Districts (“ADs”)

1913 — 1915 ACT
ISSUE COMMUNITITY FACILITIES ASSESSMENTS DISTRICTS

1

Eligible Assets

All public improvements with a useful life of five years or Public improvements which provide local
more. special benefit to parcels within an AD.

Eligible Services

Authorized for certain types of public services, including
police, fire, library, recreational, flood control and
maintenance of parks, parkways and open space (certain
services require registered voter approval).

Authorized only to fund operations and
maintenance of facilities directly financed by

an AD.

Apportionment of Assessments/ Special Taxes

Special tax is not a special “assessment” and there is no
requirement that the tax be apportioned on the basis of
benefit to any property. However, a special tax levied
pursuant to the Mello-Roos Act may be based on a benefit
received by parcels of real property, the cost of making
facilities or authorized services available to each parcel, or
some other “reasonable” basis as determined by the

No assessment may be imposed on any parcel
that exceeds the reasonable cost of the
proportional special benefit conferred on that
parcel. Only special benefits are assessable,
and an agency must separate the general
benefits from the special benefits conferred

legislative body. on a parcel.
Financing District Boundaries
4_ May be expanded through future annexations to include AD boundaries are generally fixed once
other properties that might benefit from CFD facilities or assessments are confirmed.
services.
Formation Process
Notice, public hearing, majority protest
Notice, public heating, majority protest process and 2/3 process. Majority protest exists if ballots
5 vote required. Landowner election if less than 12 registered ~ submitted in opposition to the assessment
voters or if a tax is not imposed on residential property. exceed ballots submitted in favor. Ballots
weighed according to proportional financial
obligation of the affected property.
Maximum Residential Property Tax as Percentage of Sales Price
6 No statutory limit, but generally limited by public agency No statutory limit, based solely on special
policy to a percentage of projected (not actual) property benefit.
values.

00088300

Homeowner Property Tax Bills

Special taxes can be levied each year up to maximum rates,
regardless of outstanding debt service and maintenance cost
requirements. The maximum special taxes for parcels used
for private residential uses cannot be increase by more than
2% per year. In addition parcels used for private residential
uses cannot be increased by more than 10% to cover
delinquencies caused by others.

Assessments can only be levied for existing
debt service, maintenance costs, and pre-
approved administrative charges.
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& ASSOCIATES

1913 — 1915 ACT
ISSUE COMMUNITITY FACILITIES ASSESSMENTS DISTRICTS

3

Public Property

Must be assessed based on special benefit, so

No special tax required, so generally not taxed. it generally results in an upfront cash
payment/contribution to offset any
assessment levy.

Land Use Changes

Assessment lien apportionments cannot easily
be modified after formation of an AD, except
for subdivision of existing parcels generally

based on lot sizes or numbers of units in each

subdivided lot.

Special taxes are automatically apportioned based on a tax
formula (referred to as a “Rate and Method of
Apportionment”), which generally adapts to changes in land
use that occur after formation of the CFD.

Cross Collateralization & Debt Service Coverage

Parcels are generally cross collateralized, overall CFD
provides 110% (or greater) debt service coverage.
Therefore, delinquencies on certain parcels may require that
special taxes be raised on other properties (up to maximums

No cross collateralization of parcels, each
parcel in AD limited to its proportional share
of 100% debt service coverage.

provided).
Pay-as-you-go financing of infrastructure
1 1 Yes. No.
Pay-off or Prepayment of Lien
1 2 Allowed if included in the. Rate anq Method of Automatically gll(?wed by S.tate statute,
Apportionment, but require complicated formula to simpler to administer than in CFD.

administer — usually not financially efficient.

Public Agency Financing Guidelines

Must be adopted by agency prior to initiation of proceedings None required by law. Often imposed as
to establish a CFD. policy matter.

Acceptance by Public

Widespread use since 1996 (particularly by school districts
and since Prop 218) and a strong economy have made CFDs
more acceptable to homebuyers. CFDs historically had a
poor reputation with many political bodies and homebuyers.

ADs are more politically acceptable in many
communities.

Assessment/ Taxation of Undeveloped Property

Assessments on undeveloped land are often
Special Taxes on undeveloped land can differ from Special based on their potential development, and are
Taxes on developed properties. generally equivalent to assessments on similar

properties in their “post development” state.

Debt Service Structure

Usually either level debt service or increasing debt service of

2% per year. Usually level debt service.
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Revised Agenda Report
Transmittal Sheet

Date: December 5, 2013

Tot Mayor and City Council Members
City Manager
Deputy City Manager
City Attorney
City Clerk

From: David E. Miller, Public Works and Community Development Director

Subject: Item No. 8.b,
COMMUNITY FACILITIES DISTRICT / PROPERTY ASSESSED CLEAN
ENERGY (PACE)

RESOLUTION NO. 9281 — A RESOLUTION AUTHORIZING EXECUTION OF
AN ADMINISTRATION AGREEMENT WITH PLACER COUNTY FOR
ESTABLISHMENT AND OPERATION OF A PACE PROGRAM

RESOLUTION NO. 9282 — A RESOLUTION APPROVING GOALS AND
POLICIES FOR THE MPOWER PACE PROGRAM

RESOLUTION NO. 9283 — A RESOLUTION TO ESTABLISH A COMMUNITY
FACILITIES DISTRICT NO. 2014-1

RESOLUTION NO. 9284 — A RESOLUTION OF INTENTION TO INCUR
BONDED INDEBTEDNESS AND OTHER DEBT NO. 2014-1

Attached please find Resolution No. 9282 - A Resolution Approving Goals and Policies for Community
Facilities Districts and for the mPower PACE Program, along with associated Appendix A and B.

Please disregard Resolution No. 9282 contained in your Agenda Packet for December 10, 2013. This
attachment completely replaces the resolution contained in your packet.

Also please note new title of this resolution.

Respectfully submitted:

Y d & Sttt

David E. Miller, AICP
Public Works and Community Development Director

v 9117
Updated 9/12 31



RESOLUTION NO. 9282

A RESOLUTION APPROVING GOALS AND POLICIES FOR
COMMUNITY FACILITIES DISTRICTS AND FOR THE MPOWER
PACE PROGRAM

WHEREAS, this City Council is intending to consider the conduct of proceedings under
the Mello-Roos Community Facilities Act of 1982 (Chapter 2.5, commencing with Section
53311 of Part 1, Division 2, Title 5 of the California Government Code) (the “Act™); and,

WHEREAS, the City of Folsom (the “City”) may initiate proceedings to establish a
community facilities district under the Act (a “CFD”) only if it has first considered and adopted
Jocal goals and policies (the “CFD Goals and Policies™), and a form of such CFD Goals and
Policies are attached to this Resolution as Appendix A; and,

WHEREAS, this City Council is considering initiating proceedings to establish a CFD to
finance and refinance the acquisition, installation, and improvement of energy efficiency, water
conservation, and renewable energy improvements that are affixed, as specified in Section 660 of
the Civil Code, to or on real property and in buildings, whether the real property or buildings are
privately or publicly owned (the “mPOWER Folsom Program™); and,

WHEREAS, this City Council wishes to establish specific goals, objectives and policies
for the mPOWER Folsom Program (the “mPOWER Goals, Objectives and Policies”), and a form
of such mPOWER Goals, Objectives and Policies are attached to this Resolution as Appendix B;
and,

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Folsom
that the City Council hereby finds that the CFD Goals and Policies meet the requirements of the
Act and this Council hereby adopts the Goals and Policies for purposes of compliance with the
Act, subject to further amendment by this Council as may be required from time to time; and,

BE IT FURTHER RESOLVED that this Council hereby adopts the mPOWER Goals,
Objectives and Policies to govern operation of the mPOWER Folsom Program, subject to further
amendment by this Council as may be required from time to time: and,

BE IT FURTHER RESOLVED that this resolution, the CFD Goals and Policies and
the mPOWER Goals, Objectives and Policies shall be effective from and after the date of the
adoption of this resolution by this Council.

PASSED AND ADOPTED on this 10th day of December, 2013, by the following roll-
call vote:
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AYES: Council Member(s)
NOES: Council Member(s)
ABSENT: Council Member(s)

ABSTAIN: Council Member(s)

Stephen E. Miklos, MAYOR

ATTEST:

Christa Saunders, CITY CLERK
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APPENDIX A

CFD GOALS AND POLICIES

34



APPENDIX A
CITY OF FOLSOM

LOCAL GOALS AND POLICIES FOR
COMMUNITY FACILITIES DISTRICTS

Adopted December 10, 2013

i GENERAL.

Section 53312.7(a) of the California Government Code requires that the City of Folsom
(the “City”) consider and adopt local goals and policies concerning the use of the Mello-Roos
Community Facilities Act of 1982 (the "Act") prior to the initiation of proceedings on or after
January 1, 1994 to establish a new community facilities district ("CFD") under the Act. The City
of Folsom adopted Finance Policies in 2004 pursuant to Resolution No. 7332- which address Use
of Public Financing for Public Facilities.

The Local Goals and Policies contained herein for Community Facilities Districts (the
“Policies”) provide guidance and conditions for the conduct by the City of proceedings for, and
the issuance of bonds secured by special taxes levied in, a community facilities district ("CFD")
established under the Act. The Policies are intended to be general in nature; specific details will
depend on the nature of each particular financing. The Policies are applicable to financings
under the Act and are intended to comply with Section 53312.7 (a) of the Act. These Policies
shall not apply to any assessment financing or any certificate of participation or similar
financings involving leases of or security in public property or, unless required by law, to
financing under the City of Folsom Community Facilities Financing Law provided in Folsom
Municipal Code Chapter 3.110. The Policies are subject to amendment by the City Council at
any time.

Nothing in these policies creates or is intended to create any rights, duties or liabilities
beyond that specifically required by statute. The purpose of these policies is solely intended to
meet the minimum legal requirements as provided in Section 53312.7.

II. FINANCING PRIORITIES.

Eligible Facilities.

The eligible public facilities include, but are not limited to, those listed in the Act.

It is acknowledged that the Act permits the financing of fee obligations imposed by
governmental agencies the proceeds of which fees are to be used to fund public capital
improvements of the nature listed above. The City will consider an application to finance fee
obligations on a case-by-case basis. The City will prioritize financing fees to be paid to the City
because of the administrative burden associated with financing fees payable to other local
agencies.
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The funding of public facilities to be owned and operated by public agencies other than
the City shall be considered on a case-by-case basis. If the proposed financing is consistent with
a public facilities financing plan approved by the City, or the proposed facilities are otherwise
consistent with approved land use plans for the property, the City may consider, bul is in no
way obligated to enter into a joint financing agreement or joint powers authority in order to
finance these facilities. A joint agreement with the public agency that will own and operate any
such facility must be entered into at the time specified in the Act.

A CFD may also be formed for the purpose of refinancing any fixed special assessment
or other governmental lien on property, to the extent permitted under the Act, as applicable.

Priority Facilities. Priority for CFD financing of public facilities shall be given to public
facilities that: (a) are necessary for development to proceed in an orderly fashion, or (b) are
otherwise coordinated to correspond to the phasing of the related private development project.
If appropriate, the City shall prepare a public facilities financing plan as a part of the specific
plan or other land use document that identifies the public facilities required to serve a project,
and the type of financing to be utilized for each facility.

Eligible Services; Priority Services, The services eligible to be financed by a CFD (the
“Services”) are those identified in the Act. Subject to the conditions set forth in the Act, priority
for public services to be financed by a CFD shall be given to services that (a) are necessary for
the public health, safety and welfare and (b) would otherwise be paid from the City’s general
fund. The City may finance services to be provided by another local agency if it determines the
public convenience and necessity require it to do so, although the City prioritizes financing
services to be provided by the City. If appropriate, the City shall prepare a public services
financing plan as a part of the specific plan or other land use document that identifies the public
services required to serve a project and the source of funding for each such service.

Eligible Private Facilities. Financed improvements may be privately owned in the
specific circumstances, and subject to the conditions, set forth in the Act.

IIL BOND FINANCINGS; CREDIT QUALITY.

Value-to-Public Lien Ratio. All CFD bond issues should have at least a three to one
property value to public lien ratio after calculating the value of the financed public
improvements to be installed, unless otherwise specifically approved by the City Council as
provided in Section 53345.8(b) or (c) of the Act. Property value may be based on either an
appraisal (as described in VI below) or on assessed values as indicated on the county assessor's
tax roll. The public lien amount shall include the bond issue currently being sold plus any
public indebtedness secured by a lien on the properties to be taxed.

Entitlement Status. Except as otherwise approved by the City Council, the City will
require all major land use approvals and governmental permits necessary for development of
land in the CFD to be substantially in place before bonds may be issued.

Reserve fund. In most cases, a reserve fund equal to the lesser of (i) 10% of the original
proceeds of the bond issue, (ii) the maximum annual debt service on the bonds, or (iii) 125% of
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the average annual debt service on the bonds will be required. A smaller reserve fund may be
required by the City for bond issues where development thresholds identified by the City have
been met. A teserve fund may not be required for the financing of privately owned
improvements if it is not required by a bond purchaser that the City concludes has sufficient
knowledge and experience in financial and business matters so as to be capable of evaluating
the merits and risks of the bonds.

Failure to Meet Credit Criteria. Less than a three to one property value to public lien
ratio, excessive tax delinquencies, or projects of uncertain economic viability may cause the City
to disallow the sale of bonds or require credit enhancement prior to bond sale. The City may
consider exceptions to the above policies for bond issues that do not represent an unusual credit
risk, either due to credit enhancement or other reasons specified by the City, and/or which
otherwise provide extraordinary public benefits, to the extent permitted by and subject to any
applicable requirements of the Act.

If the City requires letters of credit or other security, the credit enhancement shall be
issued by an institution, in a form and upon terms and conditions satisfactory to the City. Any
security required to be provided by the applicant may be discharged by the City upon
satisfaction of the applicable credit criteria specified by the City.

As an alternative to providing other security, and subject to federal tax law, the
applicant may request that a portion of the bond proceeds be placed in escrow with a trustee or
fiscal agent in an amount sufficient to assure the financing will meet the applicable credit
criteria, including, but not limited to, meeting a value-to-lien ratio of at least three to one on the
outstanding proceeds, The escrowed proceeds shall be released at such times and in such
amounts as may be necessary to assure the applicable credit criteria has been met.

The City will require that bond financings be structured so that bonds are purchased
and owned by suitable investors. For example, the City may require placement of bonds with a
limited number of sophisticated investors, large bond denominations and/or transfer
restrictions in situations where there is an insufficient value-to-lien ratio, where a substantial
amount of the property within a CFD is undeveloped, where tax delinquencies are present in
patcels within the CFD, and in any other situation identified by the City.

IV.  DISCLOSURES

Purchasers of Property. Any disclosures mandated by applicable state law to inform
prospective purchasers of their obligations under the CFD shall apply to each CFD. In addition,
there may be additional requirements mandated by the City for particular kinds of financings
on a case-by-case basis. The City may prescribe specific forms to be used to disclose the
existence and extent of obligations imposed by CFD.

Disclosure Requirements for the Resale of Lots. The City shall upon request provide a
notice of special taxes to sellers of property (other than developers) which will enable them to
comply with their notice requirements under Section 1102.6 of the Civil Act. This notice shall be
provided by the City within five working days of receiving a written request for the notice. A
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reasonable fee may be charged for providing the notice, not to exceed any maximum fee
specified in the Act. Nothing in this section is intended to require the City to provide any
notice, except upon request and only with respect to the information provided herein.

Continuing Bond Disclosute. Landowners in a CFD that are responsible for 10% (10%)
or more of the annual special taxes must agree to provide: (i) initial disclosure at the time of
issuance of any bonds; and (ii) annual disclosure as required under Rule 15¢2-12 of the
Securities Exchange Commission until the special tax obligation of the property owned by such
owner drops below 10%.

V. EQUITY OF SPECIAL TAX FORMULAS AND MAXIMUM SPECIAL TAXES

Minimum Special Tax Levels. Special tax formulas shall provide for minimum special
tax levels which satisfy the following payment obligations of a CFD: (a) 110% gross debt service
coverage for all CFD bonded indebtedness, (b) the administrative expenses of the CFD (which
may be covered in the 10% debt service coverage described in clause (a)), and (c) amounts equal
to the differences between expected earnings on any escrow fund and the interest payments due
on related bonds of the CFD. Debt service coverage as described in the previous sentence will
not be required for the financing of privately owned improvements if it is not required by a
bond purchaser that the City concludes has sufficient knowledge and experience in financial
and business matters so as to be capable of evaluating the merits and risks of the bonds.

In addition, the special tax formula may provide for the following to be included in the
special tax levels: (a) any amounts required to establish or replenish any reserve fund
established in association with the indebtedness of the CFD, (b) the accumulation of funds
reasonably required for future debt service, (c) amounts equal to projected delinquencies of
special tax payments, (d) the costs of remarketing, credit enhancement and liquidity facility
fees, (e) the cost of acquisition, construction, furnishing or equipping of authorized Facilities, (f)
lease payments for existing or future facilities, (g) costs associated with the release of funds
from an escrow account, (h) the costs of Services, and (i) any other costs or payments permitted
by law.

Equity of Special Tax Allocation Formula. The special tax formula shall be reasonable in
allocating the CFD’s payment obligations to parcels within the CFD. Exemptions from the
special tax may be given to parcels which are publicly owned, are held by a property owners'
association, are used for a public purpose such as open space or wetlands, are affected by public
utility easements making impractical their utilization for other than the purposes set forth in the
easements, or have insufficient value to support bonded indebtedness.

Aggregate Tax Burden. The total projected non-residential property tax levels for any
CFD (including ad valorem taxes, any maintenance, landscaping or other impositions on the
land in the CFD and other similar annual government charges levied on parcels in the CFD, but
excluding property owners’ association annual levies and as to any special tax levies, based on
the expected special tax rates and not any "back-up" special taxes) must be reasonable, and will
be considered by the City Council on a case-by-case basis.
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The total projected residential property tax levels (including ad valorem taxes, any
maintenance, landscaping or other impositions on the land in the CFD and other similar annual
government charges levied on parcels in the CFD, but excluding homeowners' association
annual levies and as to any special tax levies, based on the expected special tax rates and not
any "back-up" special taxes) for any CFD (or, if a CFD has multiple improvement areas, for each
improvement area and not the entire CFD) shall not exceed the lesser of (i) 2.0% of the
estimated sales prices of the respective homes to be constructed in the CFD (with such prices to
be determined by reference to an absorption study or appraisal prepared for the CFD or such
other information as the City shall determine), or (ii) any maximum specified in the Act. The
annual increase, if any, in the maximum special tax for any parcel shall not exceed any
maximum specified in the Act. The increase in the special tax levied on any residential parcel as
a consequence of delinquency or default by the owner of any other parcel shall not exceed any
maximum specified in the Act.

Levy on Entire Parcels. Special taxes will only be levied on an entire county assessor's
parcel, and any allocation of special tax liability of a county assessor’s parcel to leasehold or
possessory interest in the fee ownership of such county assessor’s parcel shall be the
responsibility of the fee owner of such parcel and the City shall have no responsibility therefore
and has no interest therein. Failure of the owner of any county assessor’s parcel to pay or cause
to be paid any special taxes in full when due, shall subject the entire parcel to foreclosure in
accordance with the Act.

Feasibility Analysis. The City may retain a special tax consultant to prepare a report
which: (a) recommends a special tax for the proposed CFD, and (b) evaluates the special tax
proposed to determine its ability to adequately fund identified public facilities, City
administrative costs, services (if applicable) and other related expenditures. Such analysis shall
also address the resulting aggregate tax burden of all proposed special taxes plus existing
special taxes, ad valorem taxes and assessments on the properties within the CFD.

VI APPRAISALS

The definitions, standards and assumptions to be used for appraisals shall be
determined by City staff on a case-by-case basis, with input from City consultants and CFD
applicants, and by reference to relevant materials and information promulgated by the State of
California (including, but not limited to, the California Debt Investment and Advisory
Commission). The appraiser shall be selected by or otherwise acceptable to the City, and the
appraisal shall be coordinated by and under the direction of, or otherwise as acceptable to, the

City.

The appraisal must be dated within three months of the date the bonds are priced,
unless the City Council determines a longer time is appropriate.

All costs associated with the preparation of the appraisal report shall be paid by the
entity requesting the establishment of the CFD, if applicable, through the advance deposit
mechanism described below.



VII. CITY PROCEEDINGS.

Petition. For new development projects, a petition meeting the requirements of the
applicable authorizing law will be required. The applicant is urged to obtain unanimous
waivers of the election waiting period. In applying to the City for formation of a CFD, the
applicant must specify any reasonably expected impediments to obtaining petitions, including
from co-owners and/ or lenders of record (where required). Waiver of the petition shall be made
only upon showing of extraordinary hardship.  For existing development, petitions are
preferred, but may be waived, depending on the natute of the project and degree of public
importance.

Deposits and Reimbursements. All City staff and consultant costs incurred in the
evaluation of CFD applications and the establishment of the CFD will be paid by the entity, if
any, requesting the establishment of the CFD by advance deposit increments. The City shall not
incur any expenses for processing and administering a CFD that are not paid by the applicant or
from CFD bond proceeds. In general, expenses not chargeable to the CFD shall be directly borne
by the proponents of the CFD.

The City may require that any petition for formation of a CFD be accompanied by an
initial deposit in the amount determined by the City to fund initial staff and consultant costs
associated with CFD review and implementation. If additional funds are needed to off-set costs
and expenses incurred by the City, the City shall make written demand upon the applicant for
such funds. If the applicant fails to make any deposit of additional funds for the proceedings,
the City may suspend all proceedings until receipt of such additional deposit.

The City shall not accrue or pay any interest on any portion of the deposit refunded to
any applicant or the costs and expenses reimbursed to an applicant. Neither the City nor the
CFD shall be required to reimburse any applicant or property owner from any funds other than
the proceeds of bonds issued by the CFD or special taxes levied in the CFD.

Representatives. The City and the applicant shall each designate a representative for
each financing district proceeding. The representatives shall be responsible for coordinating the
activities of their respective interests and shall be the spokespersons for each such interest. The
purpose of this requirement is to avoid duplication of effort and misunderstandings from
failure to communicate effectively. In the case of the City, it allows the City’s consultants to
report to a single official who will, in turn, communicate with other staff members.

Time Schedule. The final schedule of events for any proceeding shall be determined by
the City, in consultation with its financing team and the applicant. Any changes will require
approval by the appropriate City official. Time schedules will (unless specific exceptions are
allowed) observe established City Council meeting schedules and agenda deadlines. To the
extent possible, financings will be scheduled to allow debt service to be placed on the tax rolls
with a minimum of capitalized interest.




VIII. FINANCING TERMS

All terms and conditions of any CFD bonds shall be established by the City. The City
will control, manage and invest all CFD issued bond proceeds. Each bond issue shall be
structured to adequately protect bond owners and to not negatively impact the bonding
capacity or credit rating of the City through the special taxes, credit enhancements, foreclosure
covenant, and reserve funds.

All statements and material related to the sale of bonds shall emphasize and state that
neither the faith, credit nor the taxing power of the City is pledged to security or repayment of
the Bonds. The sole source of pledged revenues to repay CFD bonds are special taxes, bond
proceeds and reserve funds held under the bond document, and the proceeds of foreclosure
proceedings and additional security instruments provided at the time of bond issuance.

The City shall select all consultants necessary for the formation of the CFD and the
issuance of bonds, including the underwriter(s), bond counsel, disclosure counsel, financial
advisors, appraiser, market absorption/ pricing consultant and the special tax consultant. Prior
consent of the applicant shall not be required in the determination by the City of the consulting
and financing team.

IX. EXCEPTIONS TO THESE POLICIES

The City may find in limited and exceptional instances that a waiver to any of the above
stated policies is reasonable given identified special benefits to be derived from such waiver,
Such waivers only will be granted by action of the City Council.



APPENDIX B

mPOWER GOALS AND POLICIES

Gioal, Objectives, and Policies to Support mPOWER Folsom — Property Assessed Clean
Energy Program

November 12, 2013

GOAL: To promote energy efficiency, water conservation, and renewable energy, and
contribute o the reduction of greenhouse gas emissions.

Objective 1: To decrease the consumption of energy and water in existing residential
development.

Objective 2: To increase energy independence through reduced reliance on fossil fuels
and increased generation of renewable energy.

Objective 3: To reduce greenhouse gas emissions related to energy consumption in
existing residential development,

Objective 4: To decrease utility costs for property owners through the reduced
consumption of water and energy.

Objective 5: To improve the local economy through job growth, increased property
values, and energy savings.

Policies

Policy 1: The City shall enter into a Memorandum of Understanding with Placer County
to provide financing for energy efficiency, water conservation, and tenewable energy
improvements to property owners in Folsom,

Policy 2: The City shall work with Placer County to encourage participation in the

mPOWLER Folsom program by marketing the program to Folsom residents, property owners, and
contractors,
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APPENDIX A — SPECIAL DISTRICT FORMATION AND FINANCING POLICY

Overview

The following Special District Formation and Financing Policy is enacted to provide a uniform guideline
for Community Facilities District (“CFD”) and 1913/1915 Act Assessment District formation and
financing. A Special District is typically formed to provide funding for public infrastructure in connection
with new development, but may also be formed to finance improvements pertaining to developed
properties. Subject to voter approval and once a district is formed, special taxes or assessments may be
levied upon properties within a district to directly pay for facilities, and, in certain cases, services. Special
taxes or assessments may also be levied to repay bonds issued to finance public improvements.

The City expects that private developers should have primary responsibility for providing public
infrastructure required in connection with new development. With this policy as a guideline, the City will
continue to consider requests for Special District formation and debt issuance to finance such public
infrastructure when the requests address an extraordinary public need or benefit. However, due to the
significant burden placed on the City to provide these conduit financings. and in light of potential impacts
to the City’s debt position, the Chief Financial Officer, working with the Debt Management Director, will
consider each application for Special District debt issuance on a case by case basis, and may not proceed
with such financing if it is determined that the financing could be detrimental to the debt position or best
interests of the City. Whenever feasible, the City will consider authorizing qualified state joint powers
authorities (JPAs) such as the California Statewide Communities Development Authority (CSCDA)' or the
California Municipal Finance Authority (CMFA)?* to provide conduit Special District formation and
financing services and ongoing parcel administration for interested developers/property owners. In these
cases, the developers/property owners and the JPA would still be required to adhere to the guidelines
contained in the City’s Special District Formation and Financing Policy unless extraordinary circumstances
exist and a waiver of specific guidelines contained in the policy is provided when the City Council approves
the authorizing resolution. Further, the JPA is required to present an informational report to the City
Council at least 30 days prior to a debt issuance on behalf of the district.

This Special District Formation and Financing Policy is specific to Special Districts and supplemental to
the City's Debt Policy. As such, guidelines provided in the City’s Debt Policy would, in many cases, also
be applicable to Special Districts. In addition, the City will adhere to all state and federal laws concerning
the issuance of Special Districts related debt.

The City’s Special District Formation and Financing Policy is specifically designed to:

= Establish parameters for the Special District formation and financing processes

»  Assist concerned parties in following the City’s approach for forming districts and issuing any
related debt

= Facilitate the actual formation and financing processes by establishing important policy guidance in
advance

=  Set forth the City’s Local Goals and Policies for CFD formation and financing, as required by
Section 53312.7 of the California Government Code

' CSCDA is a joint powers authority created to enable local government and eligible private entities access to
financing for public projects throughout the state.
ICMFA is a joint powers authority created to assist with the financing of economic development throughout the state.
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A1 Background: Types of Special Districts

This Special District Formation and Financing Policy is intended to provide a uniform guideline for
Community Facilities District (“CFD”)’ and 1913/1915 Act* Assessment District formation and financing.
These Special Districts are primarily developer initiated, whereby a developer seeks a public financing
mechanism to fund public infrastructure required of it by the City in connection with development permits
or agreements, and/or tentative or subdivision maps. Special District formation may also be initiated by an
established community.

It is important to note that the formation and debt issuance processes related to Special Districts may be
considered as distinct activities. That is, districts may be established and the assessments or special taxes
levied could pay directly for improvements, and in certain cases, services. Alternatively, associated bonds
may be issued by such districts to finance improvements, in which case the debt service would be paid with
assessment or special tax revenues.

A. Community Facilities District Financing — Mello-Roos Bonds

The Mello-Roos Community Facilities Act of 1982 (the “Mello-Roos Act™) was enacted by
the State to help growing areas finance certain essential public facilities that typically
accompany major development projects. The Mello-Roos Act permits a public agency to
create a defined area within its jurisdiction and, by a two-thirds majority vote of the
registered voters within the district (or, if there are fewer than 12 registered voters, through
a landowner vote), levy a special tax within the district to pay directly for public
improvements or services, or pay debt service on bonds issued to finance improvements.
CFD, or Mello-Roos, Bonds are not fiscal obligations of the City, and are limited
obligations of the CFD, payable solely from special taxes levied upon property within the
district. The special taxes are calculated and levied pursuant to a Rate and Method of
Apportionment, or tax formula. Under the Mello-Roos Act, the formula must be
reasonable.

Formation of a CFD may be initiated by the legislative body on its own or when the
appropriate request or petition, as defined by the Mello-Roos Act, is filed with the City.
Currently, there are no CFDs initiated by the City’s legislative body. At the discretion of
the CFO, the City may choose to self-initiate a CFD, and may give priority to the provision
of public facilities and/or services benefiting the City to any CFD established by the City.

The financed public facilities must ultimately be owned and operated by a public entity,
such as the City, and may include, among other things. parks, libraries, police and fire
facilities, roadways, and water and sewer infrastructure improvements that have a useful
life of five years or more. In accordance with Section 53313 of the California Government
Code, CFDs may also provide funds for certain public services, including police and fire

* The Mello-Roos Community Facilities Act of 1982 permits a public agency to levy a special tax within a defined
area to finance certain essential facilities, or to pay for certain services, when specific voting requirements are met.

* An Assessment District may be formed pursuant to the Streets and Highways Code Municipal Improvement Act of
1913. The associated bond acts, also contained within the Streets and Highways Code, include the Improvement Bond
Actof 1915 and the Refunding Act of 1984, which provide for the issuance of bonds under various assessment
proceedings and the refunding of assessment bonds, respectively.
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services, and recreation program services so long as they are in addition to, and do not
supplant, services already provided within the territory.

B. Assessment District Financing

The Municipal Improvement Act of 1913 provides for a local agency to form an
Assessment District to finance certain infrastructure, including roadways, water and sewer
facilities, storm drains, and other improvements often required in connection with new
development. Assessment Districts formed under this Act may also finance, but in very
limited circumstances, maintenance services. Assessment Districts may also be formed to
provide for, among other things, the undergrounding of overhead utility lines or the
abatement of hazardous geological conditions, upon a successful petition signed by owners
of property who want the improvement.

An Assessment District must include all properties that will benefit directly from the
improvements to be constructed, and formation of the district requires an election in which
at least 50% of property owners vote in favor of the district. If an Assessment District is
formed, the City may levy assessments that can be utilized to directly finance the public
improvements, or may be pledged to support debt service on bonds, which may be issued
under the Improvement Bond Act of 1915. The assessments that are levied upon each
parcel must be based upon the direct and special benefit received by the property.

A2 Considerations for Authorization of Special District Financing

The formation and financing processes related to Special Districts may be considered as two distinct
processes. In order for a financing process to occur, a formation process is also necessary, However, a
district could be formed without an associated bond financing. In this case, the special taxes or assessments
that are levied would provide revenues to pay directly for public improvements, or, in certain cases, services
(versus paying debt service on bonds issued to finance improvements). The following guidelines generally
relate to the financing process for Special Districts.

A. Credit Considerations

It is the City’s policy to exercise caution in approving requests for Special District
financing and that each request be weighed in the context of the City’s total infrastructure
and financing needs. Although the rating agencies consider Special District financings as
overlapping debt (as compared to direct debt), if, and to the extent, the City’s overlapping
debt burden is viewed as excessive, there could be an impact to the City’s credit. Such an
impact could increase the costs of all future City bond financings. In light of potential
impacts to the City’s debt position, the Chief Financial Officer will consider each
application for Special District financing on a case by case basis, and may not recommend
such financing if it is determined the financing could be detrimental to the City’s overall
debt position or the best interests of the City.

B. Extraordinary Public Benefit

With respect to CFD financing, the applicant should demonstrate that a proposed project
will provide an extraordinary public benefit. This condition may be met if at least one of
the following criteria is satisfied:
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Regional Benefit — The improvements must be generally large in scope, and provide a
community-wide or regional benefit. Examples of regional improvements are libraries, fire
stations, and transportation improvements that result in a significant net improvement to the
regional transportation system, and parks and recreational improvements of a unique or
otherwise significant nature that are anticipated to serve residents from across the City,

Additional Public Benefits — The proposed improvements must provide some other

extraordinary benefit which otherwise would not be realized through the normal
subdivision process. Examples of this type of benefit would include: the provision of the
proposed improvements in a more timely fashion; facilitating a project that multiple
properties/developments are responsible for providing: facilitating a City adopted
redevelopment project; the provision of environmental benefits; the provision of public
infrastructure undertaken in connection with affordable housing; or a similar benefit that
the City finds acceptable.

Competing Projects

The City’s ability to provide the resources necessary to implement new Special District
financings must be considered in the context of competing needs for general City and
Water and Wastewater Utility debt issuances. Also, priority for Special District financing
will generally be given to the projects that will confer the greater level of benefit to the
City’s residents.

It is the City’s policy that bond financing will not generally be utilized in conjunction with
the formation of smaller districts, defined as district projects totaling in the range of $3.0
million - $5.0 million and under. Such projects often benefit only a relatively small number
of property owners. For projects under $3.0 million to $5.0 million, bond financing is not
typically cost effective. Due to these factors, the allocation of limited staff resources would
not generally be justified in relation to the City’s other financing priorities. In these cases,
an Assessment District may be formed, followed by a one-time enrollment of assessments
to pay for the subject public facilities directly.

Administrative Considerations

Although Special District financings are not fiscal obligations of the City, the City is
required to provide extensive on-going annual disclosure with respect to each Special
District financing in conformance with federal securities laws, and must also perform
extraordinary on-going administrative work. Such work includes the calculation,
enrollment, and collection of special taxes and assessments each year, the monitoring of
delinquency activity and conducting of foreclosure activities if certain delinquency
thresholds are reached, the calculation and processing of pre-payments and subsequent
updating of debt service schedules, and preparation of additional annual disclosure pursuant
to State law. In its assessment of each application for Special District financing,
consideration will also be given to the significant burden placed on the City’s limited
resources to administer these conduit financings for the term of the bonds.
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E. Recommended Method of Special District Financing

The generally recommended method of Special District financing is CFDs due to the
following factors:

Flexibility of Taxing Formula: CFD financing offers more flexibility with respect
to the taxing formula as compared to Assessment District financing (e.g.. publicly
owned property, such as property owned by a school district or the City, can be
exempted from the payment of special taxes, and low income housing can be
assessed a nominal special tax thereby easing the burden on such properties).

Eligible Facilities: CFDs offer more flexibility than Assessment Districts with
respect to the types of facilities and services that may be funded. In addition,
eligible facilities under Assessment Districts are limited to facilities located within
the district; this is not the case for CFDs.

Credit Strength: For a given project, CFD Bonds are perceived to be a stronger
credit than Assessment District Bonds because the Mello-Roos Act permits greater
than 100% debt service coverage and allows an administering agency to factor in a
certain amount for delinquencies in the annual enrollment of special taxes.
Comparatively, only 100% debt service coverage is permitted with respect to
Assessment Districts and there is no allowance for delinquencies.

On-Going Costs: CFDs are less resource intensive than Assessment Districts to
administer on a post debt issuance basis (e.g., for Assessment Districts, any
changes in parcel configuration require a costly and time-intensive reapportionment
process under the State law).

Unless circumstances warrant otherwise, it is the policy of the City to support CFD financing
versus Assessment District financing for a given project. However, as noted above, in the case of
districts that would finance smaller projects, such as those pertaining to established communities,
an Assessment District may be more appropriate. In such cases, a one-time enrollment of
assessments (versus a bond financing) may also be recommended.

A3 Eligible Facilities and Priorities

A. Ownership and Useful Life of Proposed Facilities

The improvements eligible to be financed must be owned by a public agency or public
utility, and must have a useful life of at least ten years. Notwithstanding the foregoing,
private renewable energy, energy efficiency, and water conservation improvements may
also be financed as prescribed under the San Diego Municipal Code Division 26, Sections
61.2601 thraugh 61.2619.

B. Types of Eligible Facilities

The list of public facilities eligible to be financed by a CFD may include, but is not limited
to the following: streets, highways, and bridges: water, sewer, and drainage facilities;
parks; libraries; police and fire stations; traffic signals and street lighting; recreation
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facilities; governmental facilities; flood control facilities; environmental mitigation
measures; and public rights-of-way landscaping. Notwithstanding the foregoing, private
renewable energy, energy efficiency, and water conservation improvements may also be
financed as prescribed under the San Diego Municipal Code Division 26, Sections 61.2601
through 61.2619,

C. Priority of Facilities

In general, with respect to CFDs, none of the types of facilities listed under Section A3B
will have priority over the others; however, when a developer submits an application to
finance more than one eligible facility, the applicable City departments (e.g.. the Library
Department, the Park and Recreation Department, Engineering & Capital Projects, City
Planning and Community Investment, etc.) will confer and determine the priority based on
the estimated impacts (i.e.. benefits conferred) of the eligible projects to the district and
surrounding impacted communities.

D. Joint Communities Facilities Agreement(s)

Under Section 53316.2 of the California Government Code, a CFD may be formed to
finance facilities owned or operated (or to fund services to be provided) by a public entity
other than the agency that created the district, if a Joint Communities Facilities Agreement
(JCFA) or a joint exercise of powers agreement is adopted. The City will not enter into a
JCFA or joint exercise of powers agreement for a CFD proposed to be formed by another
public agency unless:

= The proposed CFD complies with the provisions of this Special District Formation
and Financing Policy with regard to Sections A5C, “Maximum Tax and
Assessment Rates,” Section A8C “Disclosure to Prospective Purchasers of
Property,” as well as any other provisions the Debt Management Director may
deem applicable to the proposed CFD;

= The applicant/developer requesting CFD financing provides funds to reimburse
City costs incurred to review and approve the JCFA.

All disclosures provided to prospective property owners within a CFD formed by another
public agency in which the City has entered into a JCFA shall clearly specify that such
public agency is solely responsible for the CFD, including formation of the CFD, the levy
and administration of special taxes, and the bond financing.

E. Services

Consistent with recent trends in other municipalities across the State, the Chief Financial
Officer, working with Debt Management, recommends that services be included among the
list of authorized items to be financed through a new CFD. Under Section 53313 of the
California Government Code, a CFD may finance any one or more of the following types
of services so long as they are in addition to the services provided in the territory before the
district was established and do not supplant services already available in such territory:
police protection services; fire protection services; recreation program services; library
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services; maintenance of parks, parkways, and open space; and flood and storm protection
services.

In general, the City would expect that when a CFD provides for public facilities that require
on-going City operations and/or maintenance (or when the impacts of the new development
create other on-going service demands within the area), a mechanism would be established
to off-set a portion of those associated costs through the CFD. Methods that could be
employed may include: (1) the incorporation of some pre-determined amount into the
special tax formula for services; or (2) a provision in the special tax formula that special
taxes would be levied up to the maximum tax rates, with any amounts collected over and
above the amount needed for debt service, replenishment of the Debt Service Reserve
Fund, administrative costs, and any other periodic items required in connection with a bond
issuance. to be allocated for services. The City will have complete discretion as to the
method of incorporating a services component into the CFD, and would consult with its
Bond Counsel and special tax consultant in developing the appropriate mechanism.

A4 Credit Quality Requirements for Bond Issuances

It is the objective of the City to minimize the credit risks associated with Special District bonds, To this
end, the following policies are established:

A.

Value of Property

Bonds shall be sold in connection with a district or improvement area only if the value of
each individual parcel of real property that would be subject to the special tax or
assessment is at least four times the share of the bond principal allocable to such parcel and
the share of principal allocable from any other outstanding bonds that are secured by a
special tax or special assessment levied on the parcel. On a case by case basis, the City
reserves the right to require a higher value to lien ratio. In determining the value to lien
ratio, either assessed values for individual properties may be obtained from the County of
San Diego Assessor’s Office or the City may utilize an appraisal prepared by an
independent appraiser under contract to the City.

To meet this policy. property owners may elect to prepay special taxes to comply with this
requirement. In certain circumstances, the City may allow property owners to meet this
requirement through the provision of credit enhancements to the satisfaction of the City.
Also, in certain circumstances, the City reserves the right to require the provision of credit
enhancement to the satisfaction of the City. These enhancements may include letters of
credit or other appropriate assurance.

Debt Service Coverage for CFD Bonds

The maximum tax rate adopted in each CFD must provide a minimum of 110% coverage of
debt service (excluding earnings on a Debt Service Reserve Fund) in order to finance
delinquencies out of special tax revenues.
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0%

Capitalized Interest

Generally, for Special District financings, a capitalized interest account would be
established from bond proceeds if such proceeds are necessary to pay principal and interest
on the bonds prior to the enrollment and receipt of the first year of special taxes and
assessments for the district. A capitalized interest account should be established if it will
improve the credit quality of the bonds and result in lower borrowing costs. In no event
will the capitalized interest period exceed two years.

Debt Service Reserve Fund

A Debt Service Reserve Fund should be established for Special District financings.
Generally. the Debt Service Reserve Fund for Special District financings should be the
least of (i) maximum annual debt service on the bonds: (ii) 125% of average annual debt
service on the bonds: or (iii) 10% of the original principal amount of the bonds.

Maturity Date

No bonds shall be issued with a maturity date greater than the expected useful life of the
facilities or improvements being financed.

Acquisition Type Districts

Unless there are extraordinary circumstances, Special Districts will be formed as
acquisition type districts whereby a developer will be reimbursed for projects only when
discrete, useable facilities are deemed completed by the City, as opposed to merely
completing a section of a facility. Acquisition type districts present stronger credit features,
and better assure that the public facilities, which are ultimately paid for by assessment and
special tax payers, are completed.

Third Party Guarantee of Special Tax and Assessment Payments During Project
Development

The greatest exposure to default on Special District bonds is the period between the
issuance of bonds and project stabilization. The risk of default is increased when only a
single or a few property owners are responsible for the special assessment or special tax
payments. While the City’s credit is not pledged to support the bonds, a default on Special
District bonds can negatively impact the investment community’s perception of the City.

To minimize the risk of default, the City may require a third party guarantee for the annual
special tax or assessment payments within a district while the project is being developed
and until there is significant absorption of the new development. The need for. nature, and
duration of any third party guarantees will be evaluated by the City and its Financing Team
on a case by case basis. However, a third party guarantee, such as a letter of credit
(*LOC™), would be specifically required of a property owner/developer in each year in
which the property owner/developer owns or leases property within the district which is
responsible for 20% or more of the special taxes or assessments levied to support the
repayment of bonds; the LOC would provide for 100% of the of the special tax or
assessment levy due in each applicable fiscal year for property owned or leased by such

37

50



Citv of San Diego Debt Policy

A5

property owner/developer. If required, the third party guarantee must be provided within
five days of the Resolution of Issuance.

Third party guarantees may include letters of credit, surety bonds, or some other
mechanism which assures payment of special taxes or assessments while the project is
being developed. When LOCs are required, they must meet any City standards for LOCs
that exist at the time the LOC is provided.

Foreclosure Covenants

Because Special District financings are generally solely secured by liens against property
within the district, the investment market expects to see appropriate foreclosure covenants.
Foreclosure covenants would compel the City to take action to file a foreclosure lawsuit
against a parcel when certain delinquency thresholds are reached. For each financing, the
Debt Management staff and its consultants will analyze key aspects of the district (e.g.,
number of parcels, special tax/assessment rates, and debt service) to structure foreclosure
covenants in a manner that reduces the likelihood of a shortfall in special taxes/assessments
to pay debt service. If a parcel reaches a foreclosure covenant threshold, the City would
diligently proceed with the steps necessary to file a foreclosure lawsuit, as required under
the applicable bond indenture.

Tax and Assessment Allocation Formulas

A.

Calculation and Allocation of Special Taxes and Assessments

Special Assessments — By law, the amount of an assessment must directly reflect the
benefit received from the improvement. Typically, this means the total cost of the project,
including any financing costs, is spread to property owners based on the appropriate
property-based measure of benefit. The City will hire an outside assessment engineer,
which specializes in the area of calculation and allocation of special assessments, to
develop the appropriate assessment spread methodology.

Special Taxes — Significant flexibility is allowed for structuring CFD special taxes because
the law does not require a direct relationship between the tax and the benefit received.
However, the Rate and Method of Apportionment of the special tax must be both
reasonable and equitable in apportioning the costs of the public facilities and/or services to
be financed to each of the taxable parcels within the boundaries of the proposed district.
Exemptions to the payment of special taxes may be provided for parcels that are to be
dedicated at a future date to public entities, held by a homeowners association. or
designated as open space. Also, consideration should be made with respect to minimizing
the special tax burden on any affordable units. Because the tax structure for CFDs can be
very complicated, special tax consultants, who specialize in the development of Rates and
Methods of Apportionment are required.
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B.

Administrative Expenses

The calculation of special taxes and assessments should also provide, whenever possible,
for the full recovery of all administrative expenses and other periodic costs of the proposed
district.

Maximum Tax and Assessment Rates

For districts involving bond financing, the City desires to establish a maximum level of
taxes to limit the overlapping debt burden on any parcel. As such, the total taxes and
assessments collected through the property tax bill should not exceed 1.80% of the

expected assessed value of the parcel upon final sale of the property to end users.

Special Tax Coverage and Maximum Tax Rates

The maximum tax rate adopted in each CFD must provide a minimum of 110% coverage of
debt service (excluding earnings on a reserve fund) in order to finance delinquencies out of
tax revenues. An allowance for delinquent properties will be factored in when calculating
the subsequent year’s special tax (the special tax would still be levied against such
delinquent parcels).

Predictability of Special Tax Liabilities

Special tax formulas should promote stable and predictable tax liabilities, particularly for
residential properties. With the exception of a variation for administrative expenses, the
annual special tax levy on each residential parcel developed to its final land use shall be
approximately equal each year. In the event special tax payments are supporting the
provision of services, rather than, or in addition to, capital expenditures, an appropriate
escalation factor may be incorporated into the Rate and Method of Apportionment to
provide for the impact of inflation to on-going service costs.

Term of Special Tax

The term of the special tax should be sufficiently in excess of the term of any bond issue
which it supports to allow for delinquencies, refinancing, and/or acquisitions of pay-as-you
go facilities. However, the Rate and Method of Apportionment should also specify that the
levy of special taxes would cease once the bonds are repaid. The exception would be for
any special taxes levied to provide for on-going services; in this case, the City may
consider a special tax term in excess of the final maturity of any bonds issued to provide for
the on-going services.

A6 Appraisal Standards

The City recognizes the California Debt and Investment Advisory Commission’s Appraisal Standards for
Land-Secured Financings (CDIAC Standards), released July 2004 (or any subsequently published update)
as the basis for the conduct of appraisals performed in connection with Special District financings.
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A7 Sources of Payment for Special Districts Bonds

As described above, Special District bonds are limited obligations of each district, payable from special
taxes or assessments levied on property within the district. The bonds are not general or special obligations
of the City and the City does not pledge its credit to payment of the bonds. The disclosure documents for
each Special District bond offering will describe the sources of payment, and will include statements that
the city is not pledging its credit to pay debt service on the bonds.

Although there is no legal requirement that the City step in to make payments from its general revenues in
the event of a short-fall in special taxes or assessments due to delinquencies to pay debt service on Special
District bonds, the City does have the discretion to do so. However, it will be the City’s policy that if there
is such a short-fall, the City will not step in to make payments from its general revenues.

Refer to Section A5, H. — Foreclosure Covenants, for additional information.

A8 Applicant/Developer Disclosure Requirements

A, Initial Disclosure to Investors

The applicant/developer will be required, as requested by Debt Management and Bond
Counsel, to supply any and all material needed from it to help ensure appropriate
information is disclosed to prospective investors.

B. Developer Continuing Disclosure to Investors

The City shall use all reasonable means to ensure that an appropriate Developer Continuing
Disclosure Agreement is executed at the time a financing is issued to ensure that the
Developer and/or any affiliates, as applicable, which are material to the district are required
to provide on-going disclosure to bond investors so long as they remain material,

C. Disclosure to Prospective Purchasers of Property

The developer will be required to provide a certification to the City that it will provide full
disclosure of the special taxes or assessments to prospective purchasers of property it sells
within the district, and in accordance with all applicable state and local laws.

A9 Application and Administrative Procedures

As stated above, it is the policy of the City to exercise caution in approving requests for Special District
financing and that each request be weighed in the context of the City’s total infrastructure and financing
needs. In light of potential impacts to the City’s debt position, the Chief Financial Officer, working with
the Debt Management Director, will consider each application for Special District financing on a case by
case basis, and may not recommend such financing if it determines a financing could be detrimental to its
overall debt position or the best interests of the City. Among other things, the guidelines below will help
interested applicants understand the process for submitting a request for Special District formation and--if
applicable--financing. (Also see Overview Section above for information concerning the provision of
conduit Special District Formation and financing services by qualified JPAs.)
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A.

Debt Policy

Petition

Notwithstanding the minimum petition thresholds established under the State law”, the City
requires that a preponderance of the affected property owners (75%) petition the City to
form a Special District. The higher threshold is established due to the following factors:
(1) significant City resources would be directed to the advance work to form the district,
and it is prudent to have some assurance that formation of the district would be successful:
and (2) a successful petition and subsequent ballot process in an established community
(e.g., where there are residential property owners) could result in a significant lien on
property whose owners voted against the proposed district.

Application Procedures

For developer initiated districts, an application may be obtained from, and filed with, the
Department of Finance. The Department of Finance will review the application for
completeness and, if necessary, request the applicant to provide further information. In
consultation with any applicable departments (e.g., the City Attorney’s Office, the City
Planning and Community Investment Department, Engineering & Capital Projects, etc.) the
Department of Finance will consider the public benefits offered by the proposed project in
the context of these policies, and will make a recommendation on whether to authorize a
feasibility study, pursuant to Section C, below.

Feasibility Study

For developer initiated districts, if authorized by the Chief Financial Officer, the City will
hire an independent financial or feasibility consultant to perform a comprehensive project
review and feasibility analysis of the proposed project that would ultimately provide for the
payment of special taxes or assessments in connection with a bond financing. Such
comprehensive review will include, but not be limited to, a review of the audited financial
statements of all landowners who own more than 20% of the land contained within the
proposed district in order to investigate the developer(s) financial strength and experience
in large scale projects. In addition, the consultant will consider environmental
requirements in connection with the development, and economic factors such as market
absorption and how it relates to the project’s overall feasibility. The consultant will also
investigate and report on all liens against the property in question, the value to lien ratios,
and other financial aspects of the project. For the Chief Financial Officer to consider a
proposed financing. the study should conclude the project is feasible and could support the
issuance of bonds, and that it is reasonable to proceed with formation of the district and the
issuance of bonds.

Fees

[t is the City’s policy that all City and consultant costs incurred in the evaluation of
applications for Special District formation and financing, as well as any and all costs

* Pursuant to Sections 53318 and 53319 of the California Government Code, proceedings to form a CFD may be
commenced upon: (1) the written request of two members of the legislative body: (2) majority approval of the City
Council; or (3) a petition signed by at least 10% of registered voters (or if fewer than 12 registered voters, by the
owners of at least 10% of the land). Under the California Streets and Highway Code, district formation proceedings
may be commenced if landowners of 60% of the land area file a petition in which such landowners waive the
requirements of the Special Assessment Investigation, Limitation and Majority Protect Act of 1931,
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incurred in forming the district and, if applicable, issuing bonds shall be paid by the
applicant(s) by advance deposit increments or as otherwise agreed in writing by the City.
Accordingly, fees will be collected pursuant to a Deposit and Reimbursement Agreement
between the City and the applicant executed prior to the City beginning its project review.
Some or all of these fees may be recoverable from bond proceeds when a financing is
completed and any surplus fees would be refunded (notwithstanding the forgoing,
consultani and legal costs of the developer or applicant are not eligible for reimbursement).
Additionally, the costs associated with administering a district after its formation will be
included in the annual special tax or assessment for the district.

E. Selection of Financial Consultants and Service Providers

The policies established in the City’s Debt Palicy for the solicitation and selection of
professional services that are required to develop and implement the City’s debt program
shall apply with respect to Special District financings. In addition to the professional
services outlined in the City’s Debt Policy, there are consultants specific to Special District
formation and financing that may be engaged, including an appraiser, a market absorption
consultant, and a special tax consultant or assessment engineet.

A10  Timing

If recommended by the Chief Financial Officer. and pursuant to the filing of an appropriate petition and
application, and. if applicable, the completion of a Feasibility Study that concludes the project is feasible
(all as set forth above in Sections A9 A, B, and C), the City will use its best efforts to form the district and,
if a financing is contemplated, issue the bonds. However, the City will prioritize the formation and any
financing activities as specified in Section A2 of this policy.

The City will not schedule any sale of Special District bonds so as to conflict with the sale of other
securities issued for City purposes. In the event of any scheduling conflicts, the sale of bonds issued for
City purposes will have priority.

A11  Policy Exceptions

The City may find in limited and exceptional instances that a waiver to any of the above stated policies is
reasonable.
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CITY OF SAN DIEGO SPECIAL DISTRICTS FORMATION AND FINANCING POLICY

HISTORY:

Adopted by Resolution R-303153 11/16/2007
Amended by Resolution R-304301 10/27/2008

PREVIOUSLY ADOPTED AS:

COUNCIL POLICY 800-03 - PUBLIC INFRASTRUCTURE FINANCING ASSESSMENT DISTRICTS AND
COMMUNITY FACILITIES

HISTORY:

Adopted by Resolution R-183351 04/06/1965
Amended by Resolution R-185734 12/14/1965
Amended by Resolution R-188027 08/09/1966
Amended by Resolution R-193345 04/04/1968
Amended by Resolution R-212402 01/09/1975
Amended by Resolution R-258118 03/21/1983
Amended by Resolution R-274571 10/16/1989
Repealed by Resolution R-303153 11/16/2007
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County of

Local Goals and Policies Concermng
Use.of Mello-Roos Community Facilities Act of 1982
for Services Only

.

—_—

* The Board of Supervisors (the “Board”’) of the County of . - (the
“County™) hereby adopts the following in compliance with Sections 53312.7 and 53345.8 of the
Mello-Roos-Community Facilities Act of 1982 (the "Act"), but respecting the establishment of
‘community facﬂltles districts (“CFDs”) for services only, without the issuance of bonds or any debt.

A."  General Policy Respecting Use of the Act for Services.

| * As amatter of general policy, without adopting further goals and policies respecting the use
-of the Act for facilities, the County will utilize the Act, either on its own or in conjunction with

. other public agencies, only for the purposes of providing public services to the extent authorized

under the Act. These may be services required as the result of new development or rehabilitation

within the boundaries of a CFD, and approved by a vote of the landowners within the CFD; or any

authorized public services approved by a vote of the registered voters residing within the CFD.

B. Priorities‘ for Use of Act.' |

Reservmg the nght to make exceptlons when c1rcumstances warrant, the County establishes |
- the followmg pnonty for use of the Act

‘ 1. Fire protectxon and suppression services;
2. : Maintenance Qf parks, parkways and open space;
3. Any other authorized services.
C. Required Credit Quality. |

No debt issuance is contemplated under these Goals and Pohcxes therefore no statement of
required credit quality is necessary. '
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D. Dlsclosure to Property: Purchasers

: The Board finds that the statutory requirements of disclosure to property purchasers
contained in the Act, most notably, but not limited to, Sections 53328.3, 53328.5 (including the
referenced sections of the California Streets and Highways Code), 53340.2
and 53341.5 adequately address this néed, and no additional procedures need be imposed by the
County. The Board reserves the nght to require additional disclosure procedures in any partleular
case.

E. Requirements for Special _Tax Formulas.

. Reserving the right to make exceptions when circumstances warrant, the proposed amount
and apportionment of the special tax for each CFD shall seek to raise sufficient revenue to provide
the prescribed portion of the cost and expense of providing the needed levelof servwes within the

'CFD while taking into account the following: .

1. There is a limited amount of special tax burden that can be placed upon new
development. That limited capacity to carry special taxes may need to serve, in any
~ -particular instance, purposes other than County services. ‘Other public agencies may
have either services or facilities- financing needs they wish to address through use of
. special taxes. The County will consider the desirable and maximum amounts of
special tax to belevied against taxable parcels in settmg its level of authenzed
spec1a1 tax for services. . : :

2. The rate and method of apportionment may provide for an annual increase in the:

- maximum special tax, There is no statutory limit to the escalator'when the tax is
used only to provide services. The County will approve a stated-rate inflator of not
to exceed [__% or a specified index] per annum. The County may approvean
indexed inflator that may, in any particular year, exceed [ __% or a specified index]
provided it is tied to a widely recognized and appropnate inflation index.

3. The- spemal tax shall be allocated and appornoned on the basis of reasonableness to
 all categories and classes of property within the CFD :

4. For new development, the total secured property tax bill on residential property,

including the general ad valorem property tax and all special taxes, assessments and
other charges collected on the bill, should not exceed 2% of the purchase price of

the property.
F. Appraisal Standards.

No debt issuance is contemplated under these Goals and Policies; therefore no statement of
.appraisal standards is necessary. '
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REIMBURSEMENT AGREEMENT
RE PROPOSED
COMMUNITY FACILITIES DISTRICTS
FOR
VILLAGE OF ESENCIA

THIS REIMBURSEMENT AGREEMENT RE PROPOSED RANCHO MISSION VIEJO
COMMUNITY FACILITIES DISTRICTS (the “Agreement™) dated as of /8/ag€/H, 2014 is entered
into by and between the County of Orange, a political subdivision of the State of California (the
“County”), and RMV PA 2 Development, LLC, a Delaware limited liability company (the “Master
Developer™).

RECITALS:

A, The County and DMB San Juan Investment North, LLC, a Delaware limited liability
company, RMV Middle Chiquita, LLC, a California limited liability company, RMV Ranch House,
LLC, a California limited liability company, RMV Headquarters, LLC, a California limited liability
company, RMV San Juan Watershed, LLC, a California limited liability company, RMV San Mateo
Watershed, LLC, a California limited liability company, and RMV Blind Canyon, LLC, a California
limited liability company (collectively, the “Owner”) have entered into that certain Rancho Mission
Viejo Development Agreement dated November 8, 2004 and recorded in the Official Records of the
County of Orange as Document No, 2004001082094, covering that area referred to as the “Ranch
Plan Planned Community” (the “Development Agreement”).

B. The Development Agreement provides that, if requested by the Owner, the County
and the Owner shall cooperate in exploring the use of special districts, community facilities districts,
assessment districts or other similar project-related public financing districts for the purpose of
financing the Owner’s obligations to provide various public facilities in connection with the
development of the Ranch Plan Planned Community. Certain of the proposed public facilities to be
financed (the “Facilities™) are set forth in Exhibit A hereto, which is incorporated by reference
herein.

C. The Master Developer (which is affiliated with the Owner) has filed an application
requesting the County to form one or more community facilities districts (individually a “District”
and collectively the “Districts’™) pursuant to the Mello-Roos Community Facilities Act of 1982
(Government Code Section 53311 et seq.) (the “Act”) to finance infrastructure improvements related
to the development of a portion of the Ranch Plan Planned Community known as Planning Area 2
Master Plan Area Plan (PA 130006) and referred to as the “Village of Esencia.”

(i Pursuant to Government Code Section 53314.9, the Board of Supervisors is
authorized to accept advances of funds or work-in-kind from any source, including, but not limited
to, private persons or private entities, and may provide, by resolution, for the use of those funds or
that work-in-kind for any authorized purpose, including, but not limited to, paying any costs incurred
by the local agency and creating a district. The legislative body may also enter into an agreement, by
resolution, with the person or entity advancing the funds or work-in-kind, to repay all or a portion of
the funds advanced or to reimburse the person or entity for the cost or value of the work-in-kind,
provided that certain conditions are met. The conditions to be satisfied require that (1) the proposal
to repay the funds or the value or cost of the work-in-kind must be included in the resolution of

59



intention for the proposed district and in the resolution of formation for the proposed district, (2) that
any proposed special tax is approved by the qualified electors of the district pursuant to the Act and
that, if not approved, any funds which have not been committed for any authorized purpose by the
time of the election must be returned to the person or entity advancing funds, and (3) any work-in-
kind accepted shall have been performed or constructed as if the work had been performed or
constructed under the direction and supervision, or under the authority, of the local agency.

E. The County and the Master Developer are desirous of entering into this Agreement in
accordance with Government Code Section 53314.9 in order to provide a mechanism by which the
Master Developer may advance certain costs related to the formation of the Districts and the
Facilities to be financed by the Districts, when and if formed, and to provide that the Districts, when
and if bonds are issued and/or special tax revenues are available, will reimburse the Master
Developer for the amounts advanced.

AGREEMENT

NOW, THEREFORE, in consideration of the mutual promises and covenants set forth herein,
the parties hereto agree as follows:

1!, Recitals. Each of the above recitals is incorporated herein and is true and correct.

2. Proposed Formation of the Districts and Issuance of Bonds.

(a) At the request of the Owner and/or the Master Developer, the County will
undertake to analyze the appropriateness of forming the Districts to finance, among other items, the
Facilities. The County will retain, at the Master Developer’s expense, the necessary consultants to
analyze the proposed formation of the Districts and issuance of bonds, including an engineer, special
tax consultant, financial advisor, bond counsel, market absorption consultant, appraiser and other
consultants deemed necessary by the County. In addition, County staff time spent in connection with
the formation of the Districts and bond issuance shall be at the Master Developer’s expense.

(b) In order to begin the process of analyzing the formation of one or more
Districts, within 10 days following execution of this Agreement, the Master Developer will advance
to the County the sum of $100,000. From time to time, the Master Developer shall make additional
advances to the County within 15 days following receipt from the County of a request for an
additional advance to cover the costs of forming one or more Districts and/or issuing bonds. In the
event the Master Developer does not deliver the requested amount to the County within such 15-day
period, the County will have no obligation to proceed with the formation of any District and/or the
issuance of bonds unless and until such additional advance is received. The Master Developer shall
have the right to notify the County at any time, in writing, of its intention to abandon the formation of
the Districts or the issuance of bonds. Upon receipt of such notice, the County shall instruct its
consultants to cease work as soon as practicable. The Master Developer shall be responsible to pay
all costs and expenses incurred by the County or any County consultant or advisor relating to the
proposed formation and/or bond issuance for the Districts until work with respect to the proposed
formation or bond issuance ceases following the receipt of the Master Developer’s notice of
abandonment. Notwithstanding a decision of the Master Developer to abandon the District formation
process or the issuance of bonds, the County may, in its sole discretion, elect to proceed with
formation of one or more Districts and/or the issuance of bonds with funds other than those of the
Master Developer; provided, however, that, in executing this Agreement, the Master Developer shall
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not be deemed to have waived its right to object to the formation of a District or the issuance of
bonds.

(c) The County will provide written notice to the Master Developer when the
balance of the remaining advance is reduced to $10,000. The County will provide to the Master
Developer on request a summary of how the advances have been spent and the unexpended balance
remaining. The amounts advanced by the Master Developer will be reimbursable to the Master
Developer, without interest, from the proceeds of bonds issued by the Districts when and if formed
and/or from the proceeds of special taxes collected by the Districts. In the event that bonds are not
issued to provide a source of reimbursement to the Master Developer and special taxes are not
collected by the Districts, the County shall have no liability to the Master Developer to reimburse it
for any of amounts previously advanced by the Master Developer and expended by the County.

34 Reimbursement Procedure. In accordance with Government Code Section 53314.9, it
is hereby agreed by the parties hereto that, if the qualified electors of any proposed District do not
approve the proposed special tax to be levied within the District, the County shall return any funds
which have been advanced by the Master Developer for such proposed District and have not been
committed for any authorized purpose by the time of the election. Such returned funds shall be
without interest. The Master Developer agrees that any work-in-kind to be performed by or on
behalf of it and to be accepted by any District or the County shall be performed or constructed as if
the work had been performed or constructed under the direction and supervision, or under the
authority, of the County. In the event it is not so performed or constructed, the Master Developer
shall not be entitled to reimbursement for it. It is the intention of the parties to make any work that is
undertaken or expenses that are incurred by or on behalf of the Master Developer with respect to the
Facilities eligible for reimbursement when and if a District is formed and bonds are sold for such
Facilities. It is agreed that any “cost” or “incidental expense” (as those terms are defined in
Government Code Section 53317) incurred with respect to any of the Facilities shall be eligible for
reimbursement when and if a District is formed and bonds are sold for such Facilities or when special
taxes are collected by the Districts for such purpose. Any such costs or incidental expenses will be
reimbursed only if all County policies with respect to reimbursement have been satisfied as of the
date that reimbursemnent is to be made.

4. Abandonment of Proposed Districts. The Master Developer understands that
formation of the Districts shall be in the sole discretion of the County. No provision of this
Agreement shall be construed as a promise, warranty or agreement by the County to form any
District or to issue bonds. The County shall have no liability to Master Developer for its decision not
to form any of the Districts or issue bonds.

3. Indemnification and Hold Harmless. The Master Developer hereby assumes the
defense of, and indemnifies and saves harmless, the County and each of its officers, directors,
employees and agents, from and against all actions, damages, claims, losses or expenses of every
type and description to which they may be subjected or put, by reason of, or arising out of any acts or
omissions taken by the Master Developer or any of the Master Developer’s officers, employees,
contractors and agents with respect to the formation of the Districts and the design, engineering and
construction of the Facilities by Master Developer.
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6. Notices. Any notice to be provided pursuant to this Agreement shall be delivered to
the following addresses:

Master Developer: Rancho Mission Viejo
28811 Ortega Highway
San Juan Capistrano, California 92675
Attention; Cynthia Tessin

County: County of Orange
County Executive Officer
333 W. Santa Ana Blvd.
Santa Ana, CA 92701
Attention: Public Finance Manager

Each party may change its address for delivery of notice by delivering written notice of such
change of address to the other party.

7 Assignment, The Master Developer may not assign its interest in this Agreement
without the prior written consent of the County,

8. Scverability. If any part of this Agreement is held to be illegal or unenforceable by a
court of competent jurisdiction, the remainder of this Agreement shall be given effect to the fullest
extent permitted by law,

9. Entire Agreement. This Agreement contains the entire agreement between the parties
with respect to the matters provided for herein.

10. Amendments. This Agreement may be amended or modified only by written
instrument signed by all parties.

11. Counterparts. This Agreement may be executed in counterparts, each of which shall
be deemed an original.

¢ Governing Law, This Agreement and any dispute arising hereunder shall be
governed by and interpreted in accordance with the laws of the State of California.

13, No Third Party Beneficiaries. No person or entity shall be deemed to be a third party
beneficiary hereof, and nothing in this Agreement (either express or implied) is intended to confer
upon any person or entity, other than the County, the Districts and the Master Developer, any rights,
remedies, obligations or liabilities under or by reason of this Agreement.

14. Singular and Plural; Gender. As used herein, the singular of any word includes the
plural, and terms in the masculine gender shall include the feminine.

15 Termination. This Agreement shall terminate and be of no further force and effect on
December 31, 2019 unless expressly amended by the parties; provided, however, that the Master
Developer’s obligations under Section 5 shall survive the termination and the County’s obligation to
provide reimbursement in accordance with Section 3 for expenses incurred pricr to the termination
date shall also survive termination.
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IN WITNESS WHEREOF, the parties have executed this Agreement on the day and year
first above written.

COUNTY OF ORANGE, CALIFORNIA

B Qﬁ«'@mm@/ luatte 1M244

public Finonce Monager

ATTEST:

Clerk of the’Board of Supervisors

APPROVED AS TO FORM:

NICHOLAS S. CHRISOS

Dated: _|O— () ] ——[L"

RMV PA 2 DEVELOPMENT, LLC, a Delaware
Limited Liability Company

By: Rancho Mission Viejo, LLC, a Delaware limited lability

company, it uthorii/rg t and manager /
/)
By: /y /1 é {,

Its: _~FElise Millingtoy

/ ~

By: _
Its:  Wichavd Bromlnj SYP- Plawun
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EXHIBIT A

LIST OF FACILITIES ELIGIBLE FOR REIMBURSEMENT

Direct and indirect costs related to the following:

I11.

IV.

V1.

ONSITE AND OFFSITE FACILITIES — COUNTY FACILITIES

Roadways
1. Cow Camp Road
2. Street Improvements (including, without limitation, those listed on
Schedule 1)
Subtotal
Public Facilities
3. Sheriff Substations
4, Libraries
Subtotal

Storm Drains

Gobemadera Basin

Subtotal County Facilities
DRY UTILITIES

JCFA — ORANGE OCUNTY FIRE AUTHORITY —FIRE FACILITIES
1 Fire Station Facilities

JCFA - SANTA MARGARITA WATER DISTRICT

1. Domestic and Recycled Water Facilities
2. Domestic Water Turnout Facility, Sewer Lift Station and Force Main
3. Chiquita Water Reclamation Plant Improvements

Subtotal SMWD Facilities

JCFA — CAPISTRANO UNIFIED SCHOOL DISTRICT
1. School Facility (Construction of K-8 School)

TOTAL

64

Estimated Eligible
Facilifies

$ 25,000,000
30.000.000

55,000,000

840,000
817.000

1,657,000

15,000,000

3.300,000

74,957,000

2,700,000

5,500,000

22,000,000
2,600,000

1.100.000

25,700,000

21,000,000

$ 129,857,000



SCHEDULE 1

Major Roadways

a. Cow Camp Road
b. Ortega Highway

c. Antonio Parkway

Collecter Roadways/Trail and Fire Access Roads
Chiquita Canyon Drive

Aliroso Street

Algazara Street

Andaza Street

Esencia Drive

Tierno Road

Aprender Street

g BN e oot e
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CITY OF SACRAMENTO

CHECKLIST OF STEPS IN PREPARING FOR KICK-OFF MEETING FOR LAND-

SECURED FINANCING

This outline is intended to walk you through the steps to prepare for a kick-off meeting for a land-
secured financing with the City of Sacramento. These steps are not independent and are not entirely
sequential, many will overlap each other. In addition, the very nature of land-secured financing is in a
constant state of flux as property is developed, ownership changes, plans are modified, and values are
different than expected. As a result, many of the expectations at the beginning of the process will
continue to be refined throughout the life cycle of the financing process.

The description below of each step indicates the members of the team commonly responsible for
completing the step by using the abbreviations described in the following table.

Responsible Team Member

SD

CA
CE
PL
AD
CC
FA
BC
uw
ucC

LD

RC

1

Issuer — City of Sacramento, Office of the City Treasurer
Special Districts Division, Department of Public Works
Real Property Division, Department of Public Works
City Attorney

City Department Expert

City Planning Department

Accounting Division

City Clerk

Financial Advisor

Bond Counsel

Underwriter

Underwriter’s Counsel

Nongovernmental Borrower (Landowner/Developer)
Trustee/Fiscal Agent

Rebate Compliance Consultant (Arbitrage)

Investment Advisor

While the Issuer is ultimately responsible for all steps, the assigned abbreviations provide an indication
of the other parties that certain tasks are coordinated with or who may be asked to prepare

documentation.

/

s/fin files/policy & procedure manual/steps of land-secured bond financing — kick-off meetings



CITY OF SACRAMENTO

CHECKLIST OF STEPS IN PREPARING FOR KICK-OFF MEETING FOR LAND-
SECURED FINANCING

Step 1
Feasibility of Financing
(Time: one - four weeks)

Generally, a request for land-secured financing will be generated by a developer and come through
Public Works, Special Districts Division. The Special Districts Division establishes, maintains, and
prepares the annual engineer’s report and levy for all of the special districts in the City. They work
closely with the City Treasurer’s Office for the establishment of the district and sale of the bonds, and
with the Accounting Division for preparation of the annual levy to meet debt service needs.

A typical exception of this request process would be if a district is already formed and the financing is
an additional series, in this case, the Treasurer’s Office might be contacted directly by the developer.

o Has a request been made for a bond financing?

NEW DISTRICT
Has Landowner submitted application for the formation of a new district? (SD, NB)
. Has Landowner paid fees for new district? (SD, NB)
EXISTING DISTRICT
Has Landowner submitted letter of request? (I, NB)
a Is request appropriate for land-secured financing?
Public Purpose (practical and legal) : {1, BO)
Is the type of project statutorily authorized? (1, BO)
Improvement Act of 1913/15, Mello-Roos Community Facilities Act of 1982, etc.
Is it consistent with financing practices of City? D

o Verify feasibility and timing of project

EXISTING DISTRICT
Is the new phase taxable under the Special Tax Formula? ¢
What is the status of the proposed project development? (I, SD, PL)
When is construction likely to take place? (I, NB, CE)
Are there any known legal restrictions to development?

NEW DISTRICT
What is the status of the proposed project development? 1, SD, PL)
When is construction likely to take place? (I, CE, NB)
Are there any known legal restrictions to development? (I, CA,NB)

s/fin files/policy & procedure manual/steps of land-secured bond financing é%ick-off meetings -



CITY OF SACRAMENTO

CHECKLIST OF STEPS IN PREPARING FOR KICK-OFF MEETING FOR LAND-
SECURED FINANCING

Step 2
Selection of Finance Team Members
(Time: one to three weeks)

Once it has been determined that a financing will go forward, it is necessary to select the appropriate
team members. The Primer Steps provides an overview of considerations regarding the type of
financing the anticipated size and marketing needs, etc. The steps outlined below provide additional
information that focuses on the internal city processes of putting the team together.

0 Determine positions necessary to be filled

Underwriter — which firm is the most appropriate for the type of structure D
Underwriter Counsel (I, UW)
Bond Counsel D
City Attorney ‘ (CA)
Department Contacts {1, City)

(CFD is generally being coordinated with a specific department; the department contact
is the expert who will verify cost submissions by the Developer for public infrastructure

and ensure project meets City standards and regulations etc. — North Natomas is
usually Utilities for drainage and on occasion might involve coordinating with Parks or
Public Works)

Special District Staff (SD)
(For a new district, request come from assigned staff, existing will need to be
confirmed)

City Real Property Agent (RP)
(op-conned by prior agreement with Real Estate)

Appraiser - (, RP)
(Per agreement — Real Property shall recommend and City Treasurer shall approve)

City Accounting (AD)

(Needed to review documents to ensure required general ledger accounts are established
and are aware of reporting requirements, etc.)

City Clerk (CO)
(Receives council related documents, as well as process and closing memorandum to
ensure proper posting, processing and execution of all legal documents. Does not
review, comment, or edit any drafts. Works extensively with Special Districts and
Bond Counsel on a new district formation. Additionally, the Clerk’s Office needs to be
aware of various dates such as pricing and closing and time needs to be scheduled on
Clerk’s calendar to execute all legal documents in order to close.)

Tax Consultant (I, SD)

s/fin files/policy & procedure manual/steps of land-secured bond ﬁnancingégick-off meetings



(On new districts, Special Districts often selects consultant prior to City Treasurer
involvement — need to verify contract and amount; on existing districts City Treasurer
should select and contract with tax consultant.)

Developer and Representative (I, NB)
(Developer may have an attorney, field person or consultant that represents them —
depending upon nature of financing, number and type of representative — use discretion
in whether representative is active member of team, e.g. developer may sometimes use
financial advisor outside the workings of team processes. Costs for the developer’s
consultants, including engineers used for district purposes only are not covered through
bond proceeds. )

Trustee
(Provides paying services, monitors bond covenants, bond calls, etc.) )

a Procedural alternatives for selecting each position
Prepare and approve Consultant Services Agreement

Bond Counsel D
New District — taken to City Council with formation documents — coordinate with
SD to attach to report.

Existing District — Additional series of bonds are included in the bond counsel
agreement when district is formed and agreement for services is adopted.

Appraiser (I, RP)
(Scope of Services needs to be coordinated with Real Property Agent. Generally,
amount is not significant to require council approval.)

Tax Consultant (I, SD)
New District — Generally prepared by Special Districts, coordinate to ensure scope
of services includes needs of Treasurer with regards to preparation of tables and
data for Official Statement and cash flow projections.

Existing District — Request and prepare Consultant Services Agreement. Previous
RFP short-listed to four firms to choose from, therefore not required to get three
bids, but must take any contracts to council which exceed the informal contract
amount $100,000.
Prepare required financial transactions
(MRR, PV, etc.) D
Confirm advanced payments for consultants by developer (I, NB, SD)

(Developer generally advances funds to pay for appraiser and tax consultant services.

- Payment for these services are not contingent upon the sale of the bonds, so developer’s
are required to advance the funding.)

s/fin files/policy & procedure manual/steps of land-secured bond financing éng-Off meetings



CITY OF SACRAMENTO

CHECKLIST OF STEPS IN PREPARING FOR KICK-OFF MEETING FOR LAND-
SECURED FINANCING

Step 3
Due Diligence Questionnaire
(Time: three — six weeks)

In a land-secured financing the landowner/developer will complete an application process through the
Special Districts Division requesting the formation of a special district and issuance of bonds.
Although this application has basic information related to development of the district, additional, more
detailed information is usually needed to perform a thorough due diligence evaluation on the part of
the underwriter and City. This completed questionnaire is then used as an integral component of the
disclosure process.

a Prepare Land-owner Questionnaire
Coordinate modifications to boilerplate to meet specifics of district (I, RP, UC)
Distribute to all landowners or designated representative with due date. D

o Review and distribute .
Upon return review for completeness, follow-up inquiries as necessary D
Distribute completed copies D
Treasurer’s Office — Original
Appraiser — Property info only
Underwriters Counsel — entire packet

s/fin files/policy & procedure manual/steps of land-secured bond financing — kick-off meetings



CITY OF SACRAMENTO

CHECKLIST OF STEPS IN PREPARING FOR KICK-OFF MEETING FOR LAND-
SECURED FINANCING

Step 4
Schedule Kick-off
(Time: one — three weeks)

When there is confidence that the financing is going to go forward and all materials are being returned
in a timely manner it’s time to schedule the kick-off meeting. The purpose of this meeting is to get all
involved team members together to explain the nature of the project, define any unique features of the
district, development, or property, discuss the roles and responsibilities of each team member, and
ensure all time commitments can be met by all parties.

o Prepare Draft Schedule ) _ _ (I, UW)
Verify appraisal dates
(Properly spaced with sufficient review time built in?)
Verify formation schedule with Special District
(Ensure agenda dates; verify required posting times are not violated.)
Verify meeting vs. phone conferences dates; phone conferences should be considered if necessary.
Verify times of meeting and any potential conflicts
(Try to avoid council afternoons; kick-off generally two hours max others should be one
hour.)
Verify sufficient time in schedule to meet dates.
(Ensure not too tight or too much excess, no meetings or deadlines scheduled on City
holiday - consultants may have different holidays.)
Verify availability of City Treasurer and Deputy City Treasurer
(Ensure available for minimum of kick-off, marketing update, pricing, and closing.)
Review timing of pricing
(Caution with holidays, other large similar competing bonds, etc.)
Notification Time
(Ensure notification time is sufficient, may require calling participants. With large
groups it’s easier to schedule enough in advance and verify with key players —
Underwriter, Bond Counsel, etc.)
Verify availability and reserve location of meeting
(Prefer Treasurer’s Office, but if group is rally large or a conflict exists try other
downtown locations.)

0 Prepare Agenda (I, UW)
0 Prepare Interested Parties List I, UW)

Review for appropriate inclusion
Designate parties to review and receive draft documents.

s/fin files/policy & procedure manual/steps of land-secured bond ﬁnancing?}](ick-off meetings



0 Prepare Sign-in Sheet D

a0 Arrange for refreshments if appropriate D
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LEGISLATIVE BODY
COMMENCES PROCEEDINGS

PETITION INITIATED CFD 1. Adopt Goals and Policies
2. Adopt resolutions to:
. 10% Landowners a. Approve boundaries Prepare Report
2. 10% Registered voters b. Designate name of CFD
. Payment of pre-formation c. Identify types of facilities &
costs (45 days for Agency Rl . :
to determine fee) d. Declare intention to: Public hearing held not
1) Form CFD i less than 30 days or
i; i‘evy Sé)ec(ilal e i not mote than 60 days
SSUELDONCS i from adoption of
LOCAL AGENCY INITIATED CFD . Set time and place of | Reeolnct D rention
public hearing :
1. Written request of 2 > f. Establish voting procedures
members of legislative
) ;;"!y’ or Lof REQUIRED -- Publish notice
o MR ERORIE (not later than 7 days before
legislative body Public Hearing)
OPTION -- Mailed notice
Usual Sequence of Events PUBLIC HEARING
May be continued up to 30 days, or with finding u;
for Mello Roos P Y &P
Community Facilities Districts . i
If no majority protest, resolutions adopted to form CFD*
(Commencing with Section 53311 by: . .
of the Government Code) 1. Establishing boundaries .
2. Determining necessity to incur bonded indebtedness
3. Authorizing levy of special tax
4. Approving types of facilities and services
E 1. Sell and deliver bonds and 5. Setting election
N receive bond proceeds
. Initiate construction or If more than 50% of registered voters (at least 6), or if the
D acquisition owners of mote than 50% of the land area protest, then
| Commeie: et @ CFI? abandqned fo.r one year.. If maiority.protest only
H administer debt. levy and against specific facilities, services or special tax, only that
e facility, service or tax must be dropped.
E collect special taxes and
R comply with continuing * Environmental review should be completed before formation of CFD
disclosure requitements
E
T GENERAL ELECTION or SPECIAL ELECTION
p , 90/180 days from Resolution of Formation
1. Record Notice of Special Tax Lien (within 15 : (unless time period shortened by 100% of electors)
. days of a landowner election or 90 days of a ]
registered voter election)
2. Initiate validation proceedings, if necessary 2/3 vote required
i 3. 30 day statute of limitations ! (if less than 12 registered voters
. A or if no tax on residential property
i --landowner election)
ACTIONS BY LEGISLATIVE BODY
1. Certify election results
2. Enact ordinance to levy ELECTION
SPeCial tax : .......................... ‘. .............................................
3. Authorize issuance of bonds i Voters consider:
4. Approve Preliminary Official < i 1. Levy of Special Tax
Statement and Continuing i 2. Establish appropriations limit
Disclosure Agreement 3. Authorize issuance of bonds
00088301

Fieldman, Rolapp & Associates 19900 MacArthur Blvd., Suite 1100 Irvine, CA 92612 Phone: 949.660.7300 Fax: 949.474.8773 # www.fieldman.com ¢ © 2008
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Property Owner
Petition Initiated

District Actions by Legislative Body Legislative Body
Commences Assessment
Landowners of 60% of p eggzns Adopt Resolutions: Proceedings
land area waive 1931 — with —» 1. Approving Boundary Map* File
Act requirements Clerk/ 2. Declaring Intention* and directing 1913 Adopt Resolutions:
Secretary preparation of 1913 Act Report —— Act —» | 1. Preliminary approving
Report Engineer’s Report

2. Setting Public Hearing date
3. Calling for construction bids
4. Making appointments

Local Agency Initiated District

File combined 1931/1913 >

Adopt resolutions: Act Report

1. Approving Boundary Map*
2. Declaring Intention* and directing

BEGIN HERE

preparation of either: Actions by Legislative Body
a. 1931 Act Report ) Within 15 days
b. Combined 1931/1913 Act Report File ' Boundary Map
by simple majority of legislative body | 57 _yp | 1 Conduct1931Act Hearing File Office of County
Report 2. Proceed and dm?ct preparation of — 1913 Recorder
1913 Act Report if: Act
*Timing of adoption of Boundary Map a. No Majority protest AND Report
and Resolution of Intention varies b. Either adequate values or 4/5 vote
3. If not, then abandon

Usual Sequence of Events for
1913 Act Special Assessment
District not sooner than 45 days from mailed notice and
After Proposition 218 assessment ballots

(Municipal improvement Act of 1913
Commencing with Section 10000 of the Streets
and Highways Code) Public Hearing

1. Present Engineer’s Report

1. Sell & deliver bonds & receive bond proceeds 2. Receive testimony
2. Initiate construction or acquisition 3. If no majority protest, legislative body may
3. Commence activities to administer debt, levy and collect adopt resolution confirming assessments**

assessments and comply with continuing disclosure requirements

If ballots submitted in opposition to the

End of Cash Collections/ assessment exceeded ballots submitted in
Statute of Limitations

favor, then majority protest. Ballots weighed
according to proportional financial obligation
of the affected property

Legislative body:
1. Certifies paid and unpaid assessments s*Environmental review should be
2. Authorizes issuance of bonds*¥* completed before formation of District

3. Approves Preliminary Official Statement and Continuing
Disclosure Agreement
4. Adopts resolution awarding the construction contract

1. Assessment Roll and Diagram

*¥%1915 Act Bonds = Section 8500 et. seq. recorded with Superintendent of

1911 Act Bonds = Section 6400 et. seq.

Streets
Receive construction bids 2. Diagram and Notice Of.
Not less than 30 Assessment recorded with a
L days after County Recorder
rlt;q)rdatlon of 3. Statement of Assessment mailed
iagram and i
Assessments to property owners and published
with the (once a week for two successive
Specific requirements of Proposition #218 and S.B. 919 Su}:)efrértlttsggent weeks at at least 5 days apart)

74
00059615
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4/2/2014

PACHECO VALLE
COMMUNITY FACILITIES DISTRICT

FORMATION SCHEDULE

Novato Council Meets Tuesdays at 6:30pm

November 21, 2013

Final Resolution of Intention to Establish CFD, including Boundary
Map and Rate and Method of Apportionment and Resolution of
Intention to Incur Indebtedness due to Novato City Clerk

December 3, 2013

Novato Council Meeting — Consider Resolution of Intention,
including Boundary Map and Rate and Method of Apportionment,
consider Resolution to Incur Indebtedness

December 18, 2013

Boundary Map must be recorded on or before this date

December 19, 2013

Final Notices of Public Hearing delivered to Novato City Clerk

December 31, 2013

Notices of Public Hearing published on or prior to this date

January 2, 2014

Final Resolution of Formation, Resolution Calling the Election and
Consolidation, Resolution Declaring the Necessity to Incur
Indebtedness due to Novato City Clerk

January 7, 2014

Novato Council Meeting — Public Hearing, Consider Resolution of
Formation, Resolution Declaring the Necessity to Incur Indebtedness
and Resolution Calling the Election and Consolidation

January 10, 2014

Last Day to Submit Resolution Calling the Election and Consolidation
(which reflects exact form of ballot wording) to the County for the April
8, 2014 Election

January 11, 2014 through
January 20, 2014

10 day public examination period

January 15, 2014

Last day to withdraw a measure from the ballot

January 20, 2014

Last day to submit ballot arguments

January 21, 2014 through
January 30, 2014

10 Day public examination period

January 27, 2014

Last day to submit rebuttal arguments

January 28, 2014 through
February 6, 2014

10 Day public examination period

April 8, 2014 Election Day
If successful election, then:
April 10, 2014 Final Resolution Declaring Election Results due to Novato City Clerk
Aoril 222014 Novato Council Meeting — Consider Resolution Declaring Election
P ' Results and First Reading of CFD Ordinance
April 23, 2014 through , . :
May 7, 2014 Notice of Special Tax Lien recorded
May 13, 2014 Novato Council Meeting — Adopt CFD Ordinance, adopt Resolution

Authorizing Bond Issuance

Page 1 of 1
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$90,845,000
COMMUNITY FACILITIES DISTRICT NO. 2015-1
OF THE COUNTY OF ORANGE (VILLAGE OF ESENCIA)
SERIES A OF 2015 SPECIAL TAX BONDS

CLOSING INDEX

RESOLUTIONS, ORDINANCES & MINUTES

1.

9.

Resolution No. 15-012; Resolution of Intention to Establish the District, adopted March 3,
2015; Minute Order.

Resolution No. 15-013; Resolution of Intention to Incur Bonded Indebtedness, adopted
March 3, 2015; Minute Order. (See Tab No. 1)

Resolution No. 15-028; Resolution Establishing the District, Authorizing the Levy of a
Special Tax, Calling an Election and Approving and Authorizing Certain Actions Related
Thereto, adopted April 14, 2015; Minute Order.

Resolution No. 15-029; Resolution Determining Necessity to Incur Bonded Indebtedness and
Calling an Election, adopted April 14, 2015; Minute Order (See Tab No. 3).

Resolution No. 15-031; Resolution Certifying the Results of the Election and Authorizing
Filing of Validation Action, adopted April 21, 2015, Minute Order.

Ordinance No. 15-007; Authorizing Levy of a Special Tax, adopted May 5, 2015; Minute
Order.

Resolution No. 15-107; Resolution Authorizing Issuance of Series 2015 Special Tax Bonds,
adopted September 22, 2015, Minute Order.

Certificate of Interim Clerk of Board of Supervisors Bringing Forward Resolutions and
Ordinance

Supplement to Resolution No. 15-107

DOCUMENTS RELATING TO FORMATION PROCEEDINGS

10.

11.

12.

13.

Petition of Landowners to Establish District

Joint Community Facilities Agreement among the County of Orange, Santa Margarita Water
District and RMV PA 2 Development, LL.C

Affidavit of Publication Re Notice of Public Hearing

Engineer’s Report

"DOCSOC/1725236v5/022197-0363
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14.

I5.

16.

17.

18.

19.

20.

21.

22,

Landowner Waivers of Certain Election Procedures (9)

Certificate of Registrar of Voters Re Less than 12 Persons Registered to Vote in District;
Certificate of Registrar of Voters Re Election Date; Certificate of Registrar of Voters Re
Election Returns

Ballot Pamphlet and Instructions to Voter; Ballots (On File with Registrar of Voters)
Evidence of Recordation of District Map

Notice of Special Tax Lien Recorded April 30, 2015

Certificate of Reduction in Special Taxes

Amended Notice of Special Tax Lien Recorded October 28,2015

Judgment

Acquisition, Funding and Disclosure Agreement; Tri-Party Agreement

DOCUMENTS TO BE DELIVERED BY THE DISTRICT

23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33.

CDIAC Report of Proposed Debt Issuance, Acknowledgment from CDIAC and Report of
Final Sale

Certificate as to Finality of Preliminary Official Statement
Incumbency and Signature Certificate of the County/District
District Continuing Disclosure Certificate

Closing Certificate of the District

District’s Instructions to Paying Agent, Underwriters, Treasurer-Tax Collector and
COI Custodian

District’s Receipt for the Purchase Price

Tax Certificate, together with Certificate of the Underwriters; Post Issuance Compliance
Certificate; IRS Form 8038-G

DTC Blanket Issuer Letter of Representations
Facsimile Signature Filings of the Chairman and Interim Clerk of the Board of Supervisors

Specimen Bond

DOCSOC/1725236v5/022197-0363
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DOCUMENTS RELATING TO THE SALE OF THE BONDS

34.

35.

36.

37.

Bond Purchase Agreement
Preliminary Official Statement, together with Supplement to Preliminary Official Statement
Official Statement

Underwriters’ Receipt for the Bonds

DOCUMENTS TO BE DELIVERED BY THE PAYING AGENT

38.

39.

40.

41.

42.

Authorized Signer(s) Certificate

Paying Agent/Bond Registrar Agreement
Closing Certificate of Paying Agent
Costs of Issuance Agreement

Receipt of COI Custodian

DOCUMENTS TO BE DELIVERED BY THE DEVELOPER

43.  Developer Letter of Representations
- 44, Closing Certificate of Developer
45. Developer Continuing Disclosure Agreement
OPINIONS
46. Opinion of Bond Counsel
47. Supplemental Opinion
48. Disclosure Counsel Letter
49. Opinion of County Counsel
50. Opinion of Underwriters” Counsel
51. Opinion of Developer’s Counsel (2)
MISCELLANEOUS
52. Closing Certificate of Financial Advisor
53. Certificate of Special Tax Consultant

DOCSOC/1725236v5/022197-0363
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54.

55.

56.

57.

58.

59.

Certificate of Appraiser

Certificate of Market Absorption Analyst
Price Point Study Update

Continuing Disclosure Review Letter
Continuing Disclosure Compliance Report

Distribution List

DOCSO0C/1725236v5/022197-0363
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$15,595,000
CITY OF BAKERSFIELD
ASSESSMENT DISTRICT NO. 05-1
(CITY IN THE HILLS)
LIMITED OBLIGATION IMPROVEMENT BONDS

SC.HEDULE OF TRANSCRIPT DOCUMENTS

NO. DESCRIPTION OF DOCUMENT

DISTRICT FORMATION — VOLUME I

L.

2.

10.
11,

12.

13.

Petitions of Property Owners, together with Certificate Respecting Sufficiency of Petition

Resolution No. 110-05, Resolution Accepting Petition and Determining to Undertake
Special Assessment Proceedings, adopted on May 25, 2005

Deposit and Reimbursement Agreement, dated May 11, 2005

Agreement for Legal Services, Agreement No. 05-188, approved May 25, 2005 (no
resolution) '

Boundary Map, recorded November 9, 2005
Resolution No. 1 09-05, Resolution Approving Boundary Map, adopted on May 25, 2005
Resolution of Intention No. 1384, adopted on May 25,2005

Acquisition and Disclosure Agreement, Agreement No. 05-285, between the City and
Mountain View Bravo, LLC, approved July 20, 2005:

'Resolution No. 164-05, Resolution Approving Form and Substance of Acquisition and

Disclosure Agreement and Authorizing Changes Thereto and Execution Thereof, adopted
on July 20, 2005

Final Engineer's Report, dated and filed on October 25, 2005

Resolution No. 227-05, Resolution Preliminarily Approving Engineer’s Report, Setting
Date for Public Hearing of Protests, adopted on October 12, 2005

Notice of Public Hearing and Assessment Ballots, and Certificate of Mailing dated
October 19, 2005

Completed Assessment Ballot and Completed Consent and Waiver Form from
Mountain View Bravo, LLC
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14,

15.

16.
17.
18.

19.

Signed Appointment of Representative Forms from (2) K. Hovnanian's Four Seasons at
Bakersfield, LLC, (b) D.R. Horton Los Angeles Holding Company, Inc. and (c) Regent
Land Investments, LLC, Each Appointing Mountain View Bravo, LLC, to Execute Ballot
and Waiver/Consent Form '

Resolution No. 249-05, Resolution Approving Final Engineer's Report, Levylng
Assessments, Ordering Improvements, and Authorizing and Directing Related Actions,
adopted on November 9, 2005

Assessment Diagram, recorded on Névember 11, 2005

Notice of Assessment, rccorded on November 11, 2005

Mailed Notice of Assessment and Bond Sale, together with Certificate of Maxhng,
showing mailing completed on December 13, 2005

Resolution No. 250-05, Resolution Determining Assessments Remaining Unpaid,
adopted on November 9, 2005, with Certificate re Paid and Unpaid Assessments and
Assessment Roll at_tached
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RATE AND METHOD OF APPORTIONMENT FOR
COMMUNITY FACILITIES DISTRICT NO. 2015-1
OF THE COUNTY OF ORANGE
(VILLAGE OF ESENCIA)

A Special Tax as hereinafter defined shall be levied on all Assessor’s Parcels in Community
Facilities District No. 2015-1 of the County of Orange (Village of Esencia) ("CFD No. 2015-1")
and collected each Fiscal Year commencing in Fiscal Year 2015-16, in an amount determined by
the Board through the application of the Rate and Method of Apportionment as described below.
All of the real property in CFD No. 2015-1, unless exempted by law or by the provisions hereof,
shall be taxed for the purposes, to the extent and in the manner herein provided.

A.

DEFINITIONS

The terms hereinafter set forth have the following meanings:

"Acre" or "Acreage" means the land area of an Assessor’s Parcel as shown on an
Assessor's Parcel Map, or if the land area is not shown on an Assessor's Parcel Map, the

land area shown on the applicable final map, parcel map, condominium plan, or other
recorded County parcel map.

"Act" means the Mello-Roos Community Facilities Act of 1982, as amended, being
Chapter 2.5, Division 2 of Title 5 of the Government Code of the State of California.

"Administrative Expenses" means the following actual or reasonably estimated costs
directly related to the administration of CFD No. 2015-1: the costs of computing the
Special Taxes and preparing the annual Special Tax collection schedules (whether by the
County or designee thereof or both); the costs of collecting the Special Taxes (whether by
the County or otherwise); the costs of remitting the Special Taxes to the Trustee; the
costs of the Trustee (including its legal counsel) in the discharge of the duties required of
it under the Indenture; the costs to the County, CFD No. 2015-1 or any designee thereof
of complying with arbitrage rebate requirements; the costs to the County, CFD No. 2015-
1 or any designee thereof of complying with disclosure requirements of the County, CFD
No. 2015-1 or obligated persons associated with applicable federal and state securities
laws and the Act; the costs associated with preparing Special Tax disclosure statements
and responding to public inquiries regarding the Special Taxes; the costs of the County,
CFD No. 2015-1 or any designee thereof related to an appeal of any Special Tax levy; the
costs associated with the release of funds from an escrow account; and the County’s
annual administration fees and third party expenses. Administrative Expenses shall also
include amounts estimated by the CFD Administrator or advanced by the County or CFD
No. 2015-1 for any other administrative purposes of CFD No. 2015-1, including
attorney’s fees and other costs related to commencing and pursuing to completion any
foreclosure action to collect delinquent Special Taxes.
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"Affordable Property" means, for each Fiscal Year, any Assessor’s Parcel of
Residential Property that is subject to a restrictive covenant, or similar covenant in a
grant deed or other instrument, in satisfaction of Section IV (Provision of Site(s) for
Affordable Housing) of Exhibit D of the Development Agreement that was recorded
prior to January 1 of the prior Fiscal Year and that limits the use of such Assessor’s

" Parcel for affordable housing. In order to ensure that such property is correctly classified

" as Affordable Property, the owner of such property shall provide the CFD Administrator
with a copy of any applicable deed restrictions, resale restrictions, and/or regulatory
agreements. For each Fiscal Year after the January 1 following the termination of the
covenants, Assessor’s Parcels previously classified as Affordable Property shall no
longer be considered Affordable Property and shall be assigned to the appropriate
Land Use Class based on its Residential Floor Area and/or use.

"Apartment Property" means any Assessor's Parcel of Residential Property, exclusive
of Affordable Property, for which one or more building permits have been issued for

attached residential units, all of which are made available for rental, but not purchase,
by the general public.

"Assessor's Parcel" means a lot or parcel shown in an Assessor's Parcel Map with an
assigned Assessor's parcel number.

"Assessor's Parcel Map" means an official map of the Assessor of the County
designating parcels by Assessor's Parcel number.

"Assigned Special Tax" means the Special Tax for each Land Use Class of Developed
Property, as determined in accordance with Section C below.

"Backup Special Tax" means the Special Tax applicable to each Assessor's Parcel of
Developed Property, as determined in accordance with Section C below.

"Board" means the Board of Supervisors of the County of Orange, acting as the
legislative body of CFD No. 2015-1.

"Bonds'" means any bonds or other debt (as defined in Section 53317(d) of the Act),
whether in one or more series, issued by CFD No. 2015-1 under the Act.

"CFD Administrator'" means the County Executive Officer, or designee thereof,

responsible for determining the Special Tax Requirement and providing for the levy and
collection of the Special Taxes.

"CFD No. 2015-1"" means Community Facilities District No. 2015-1 of the County of
Orange (Village of Esencia).

"Conservation Property" means, for each Fiscal Year, any property within the
boundaries of CFD No. 2015-1, excluding Property Owner Association Property, Public
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Property and Religious Property, that is subject to a declaration of irrevocable covenant,
conservation easement deed, or similar document that was recorded restricting the use of
such property to open space, habitat preservation, or other conservation purposes as of
January 1 of the prior Fiscal Year. In order to ensure that such property is correctly
classified as Conservation Property, the owner of such property shall provide the CFD

Administrator with a copy of a declaration of irrevocable covenant, conservation
easement deed, or similar document.

"County' means the County of Orange.

"Developed Property'" means, for each Fiscal Year, all Taxable Property, exclusive of
Taxable Conservation Property, Taxable Property Owner Association Property, Taxable
Public Property, or Taxable Religious Property, for which a building permit for new
construction was issued prior to January 1 of the prior Fiscal Year. Notwithstanding the
foregoing, (a) if a building permit is revoked, expired or otherwise cancelled and a new
building permit is issued for the same property prior to the issuance of Bonds, then, the
building square footage and building type as indicated on the new building permit shall
thereafter be used for purposes of determining the Land Use Class, (b) if a building
permit is revoked, expired or otherwise cancelled and a new building permit is issued for
the same property after the issuance of Bonds, and the amount of Assigned Special Taxes
which may be levied pursuant to the new building permit is greater than the Assigned
Special Taxes which may be levied pursuant to the original building permit, then the
building square footage and building type as indicated on the new building permit shall
thereafter be used for purposes of determining the Land Use Class, otherwise the Land
Use Class pursuant to the original building permit shall continue to be used, and (c) if a
building permit is revoked, expired or otherwise cancelled and no new building permit is

issued for the same property, then the property will continue to be considered Developed
Property and taxed based on the original building permit.

"Development Agreement' means the development agreement by and between the
County, DMB San Juan Investments North, LLC, RMV Middle Chiquita, LLC, RMV
Ranch House, LLC, RMV Headquarters, LLC, RMV San Juan Watershed, LLC,
RMV San Mateo Watershed, LLC, and RMV Blind Canyon, LLC recorded on
December 6, 2004 as Instrument No.2004001082094.

"Fiscal Year" means the period starting July 1 and ending on the following June 30.
"Indenture' means the indenture, fiscal agent agreement, resolution or other instrument
pursuant to which Bonds are issued, as modified, amended and/or supplemented from

time to time, and any instrument replacing or supplementing the same.

"Land Use Class" means any of the classes within each Zone listed in Tables 1 through
7 below.
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Maximum Special Tax" means for each fiscal year for each Assessor’s Parcel, the
maximum Special Tax, determined in accordance with Section C below, that can be
levied on such Assessor’s Parcel in such fiscal year.

"Non-Residential Property' means all Assessor’s Parcels of Developed Property for
which a building permit(s) was issued for a non-residential use.

"Outstanding Bonds" means all Bonds which are deemed to be outstanding under the
Indenture.

"Property Owner Association Property" means, for each Fiscal Year, any property
within the boundaries of CFD No. 2015-1 that is owned in fee or by easement, or

dedicated to, a property owner association, including any master or sub-association as of
January 1 of the prior Fiscal Year.

"Proportionately” means for Developed Property that the ratio of the actual Special Tax
levy to the Assigned Special Tax is equal for all Assessor’s Parcels of Developed
Property within CFD No. 2015-1. For Undeveloped Property, "Proportionately" means
that the ratio of the actual Special Tax levy per Acre to the Maximum Special Tax per
Acre is equal for all Assessor’s Parcels of Undeveloped Property in CFD No. 2015-1.
For Taxable Conservation Property, Taxable Public Property, Taxable Property Owner
Association Property and Taxable Religious Property, "Proportionately" means that the
ratio of the actual Special Tax levy per Acre to the Maximum Special Tax per Acre is
equal for all Assessor’s Parcels of Taxable Conservation Property, Taxable Public

Property, Taxable Property Owner Association Property or Taxable Religious Property,
as applicable.

"Public Property" means, for each Fiscal Year, any property within the boundaries of
CFD No. 2015-1 that is used for rights-of-way or any other purpose and is owned by,
dedicated to, or irrevocably offered for dedication to the federal government, the State of
California, the County or any other public agency as of January 1 of the prior Fiscal
Year; provided however that any property leased by a public agency to a private entity
and subject to taxation under Section 53340.1 of the Act shall be taxed and classified in
accordance with its use. In order to ensure that such property is correctly classified as

Public Property, the owner of such property shall provide the CFD Administrator with a
copy of any applicable documents.

"Religious Property" means, for each Fiscal Year, all property within the boundaries of
CFD No. 2015-1 which (i) is either (a) used primarily as a place of worship or (b) vacant
land or land under construction that is intended to be used primarily as a place of worship
as determined by the CFD Administrator; and (ii) is exempt from ad valorem property
taxes because it is owned by a religious organization as of January 1 of the prior Fiscal
Year. Religious Property, without limitation, does not include any Assessor’s Parcels
used primarily for religious schools, day care centers, or congregate care facilities.
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"Residential Floor Area" means all of the square footage of living area within the
perimeter of a residential structure, not including any carport, walkway, garage,
overhang, patio, enclosed patio, or similar area. The determination of Residential Floor

Area shall be made by reference to the building permit(s) issued for such Assessor’s
Parcel.

'""Residential Property" means all Assessor’s Parcels of Developed Property for which a

building permit has been issued for purposes of constructing one or more residential
dwelling units.

"Special Tax" means the special tax to be levied in each Fiscal Year on each Assessor's
Parcel of Taxable Property to fund the Special Tax Requirement.

"Special Tax Requirement' means for each Fiscal Year, that amount required for CFD
No. 2015-1 to pay the sum of: (i) debt service on all Outstanding Bonds or Bonds
expected to be issued in such Fiscal Year; (ii) periodic costs on the Bonds, including but
not limited to, credit enhancement and rebate payments on the Bonds; (iii) Administrative
Expenses; (iv) any amounts required to establish or replenish any reserve funds for all
Outstanding Bonds or Bonds expected to be issued in such Fiscal Year by CFD No.
2015-1; and (v) any amounts required for construction of facilities eligible to be
constructed or acquired by CFD No. 2015-1 under the Act. In arriving at the Special Tax
Requirement, the CFD Administrator shall take into account the reasonably anticipated
delinquent Special Taxes based on the delinquency rate for Special Taxes levied in the

previous Fiscal Year and shall give a credit for funds available to reduce the annual
Special Tax levy.

""State' means the State of California.

"Taxable Conservation Property"” means all Assessor’s Parcels of Conservation
Property that are not exempt pursuant to Section E below.

"Taxable Property" means all of the Assessor's Parcels within the boundaries of CFD

No. 2015-1 which are not exempt from the Special Tax pursuant to law or Section E
below.

"Taxable Property Owner Association Property" means all Assessor’s Parcels of
Property Owner Association Property that are not exempt pursuant to Section E below.

"Taxable Public Property" means all Assessor’s Parcels of Public Property that are not
exempt pursuant to Section E below.

"Taxable Religious Property" means all Assessor’s Parcels of Religious Property that
“are not exempt pursuant to Section E below.

"Trustee' means the trustee, fiscal agent, or paying agent under the Indenture.
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"Undeveloped Property" means, for each Fiscal Year, all Taxable Property not
classified as Developed Property, Taxable Conservation Property, Taxable Property
Owner Association Property, Taxable Public Property, or Taxable Religious Property.

""Zone" means any one of the separate geographic areas within CFD No. 2015-1

designated on Exhibit A herein as: Zone 1, Zone 2, Zone 3, Zone 4, Zone 5, Zone 6, Zone
7, or Zone E.

B. ASSIGNMENT TO LAND USE CATEGORIES

Each Fiscal Year, all Taxable Property within Zones 1 through 7 of CFD No. 2015-1
shall be classified as Developed Property, Taxable Conservation Property, Taxable Public
Property, Taxable Property Owner Association Property, Taxable Religious Property, or
Undeveloped Property, and shall be subject to Special Taxes in accordance with the rate
and method of apportionment determined pursuant to Sections C and D below.

The Assigned Special Tax for Residential Property shall be based on the Zone in which
the Assessor’s Parcel is located, the number of dwelling units, and the Residential Floor
Area of the dwelling units located on the Assessor’s Parcel. The Assigned Special Tax

for Non-Residential Property shall be based on the Zone in which the Assessor’s Parcel is
located and the Acreage of the Assessor's Parcel.

C. MAXIMUM SPECIAL TAX RATE
1. 'Developed Property

a. Maximum Special Tax

The Maximum Special Tax for each Assessor's Parcel classified as
Developed Property within a particular Zone shall be the greater of (i) the
amount derived by application of the Assigned Special Tax for such Zone

or (ii) the amount derived by application of the Backup Special Tax for
such Zone.

b. Assigned Special Tax

The Assigned Special Tax for each Land Use Class within each Zone for
Fiscal Year 2015-16 is shown below in Tables 1 through 7.
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TABLE 1
Zone 1
(All Ages - Traditional Single Family Attached)
For Fiscal Year 2015-16
Assigned Special Taxes for Developed Property

LI’;:: Residential Deseription Assigned Special
Class Floor Area Tax

1 >1,750 SF Residential Property $4,893 per unit

2 1,601 - 1,750 SF | Residential Property $4.499 per unit

3 1,451 - 1,600 SF | Residential Property $4,302 per unit

4 <1,451 SF Residential Property $3,710 per unit

5 N/A Non-Residential Property $16,028 per Acre

6 N/A Affordable Property $927 per unit

7 N/A Apartment Property $1,624 per unit
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TABLE 2
Zone 2
(All Ages — Cluster Single Family Detached)
For Fiscal Year 2015-16
Assigned Special Taxes for Developed Property

Ll?:ed Residential Description Assigned Special

Class Floor Area Tax
1 >2,900 SF Residential Property $8,046 per unit
2 2,701 —2,900 SF | Residential Property $7,641 per unit
3 2,501 -2,700 SF | Residential Property $7,447 per unit
4 2,301-2,500 SF | Residential Property ' $7,036 per unit
5 2,101-2,300 SF | Residential Property $6,319 per unit
6 1,901 -2,100 SF | Residential Property $5,617 per unit
7 1,801 —~ 1,900 SF | Residential Property $5,438 per unit
8 1,601 - 1,800 SF | Residential Property . $5,108 per unit
9 <1,601 SF Residential Property $4,636 per unit
10 N/A Non-Residential Property $16,028 per Acre
11 N/A Affordable Property $927 per unit
12 N/A Apartment Property $1,624 per unit
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TABLE 3
Zone 3
(All Ages — Traditional Single Family Detached)
For Fiscal Year 2015-16
Assigned Special Taxes for Developed Property

Lg:ed Residential Description Assigned Special

Class Floor Area Tax
1 | >3,700SF Residential Property $10,234 per unit
2 3,501 —-3,700 SF | Residential Property $9,675 per unit
3 3,301-3,500 SF | Residential Property $9,093 per unit
4 3,101 - 3,300 SF | Residential Property $8,634 per unit
5 2,901 - 3,100 SF | Residential Property $8,101 per unit
6 2,701 2,900 SF | Residential Property $7,641 per unit
7 2,501 -2,700 SF | Residential Property $7,503 per unit
8 2,301 -2,500 SF | Residential Property $6,942 per unit
9 <2,301 SF Residential Property $6,337 per unit
10 | N/A Non-Residential Property $16,028 per Acre
11 | N/A Affordable Property $927 per unit
12 N/A Apartment Property $1,624 per unit
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TABLE 4
Zone 4
(Age Qualified — Traditional Single Family Attached)
For Fiscal Year 2015-16
Assigned Special Taxes for Developed Property

Ll?:ed Residential Description Assigned Special
Class Floor Area Tax

1 > 1,900 SF Residential Property $4,319 per unit

2 1,701 - 1,900 SF | Residential Property $4,078 per unit

3 1,501~ 1,700 SF Residential Property $3,743 per unit

4 <1,501 SF Residential Property $3,578 per unit

5 N/A Non-Residential Property $16,028 per Acre |.

6 N/A Affordable Property $927 per unit

7 N/A Apartment Property $1,624 per unit
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TABLE 5
Zone 5

(Age Qualified — Cluster Single Family Detached)

For Fiscal Year 2015-16
Assigned Special Taxes for Developed Property

Land . .
t l . .
Use Residentia Description Asmgn;d Special |
Class Floor Area ax
1 >2,300 SF Residential Property $6,036 per unit
2 2,201 -2,300 SF | Residential Property $5,800 per unit
3 2,001-2,200 SF | Residential Property $5,564 per unit
4 1,801-2,000 SF | Residential Property $5,170 per unit
5 1,601 - 1,800 SF | Residential Property $5,061 per unit
6 <1,601 SF Residential Property $4,457 per unit
7 N/A Non-Residential Property $16,028 per Acre
8 N/A Affordable Property $927 per unit
9 N/A Apartment Property '$1,624 per unit
TABLE 6
Zone 6
(Age Qualified — Traditional Single Family Detached)
For Fiscal Year 2015-16
Assigned Special Taxes for Developed Property
Land . .
d t ] [3
Use Residential Description Assngn;d Special
Class Floor Area ax
1 > 2,400 SF Residential Property $7,466 per unit
2 <2,400 SF Residential Property $6,732 per unit
3 N/A Non-Residential Property $16,028 per Acre
4 N/A Affordable Property $927 per unit
5 N/A Apartment Property $1,624 per unit
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TABLE 7
Zone 7
(Other Property)
For Fiscal Year 2015-16
Assigned Special Taxes for Developed Property

Land
Use
Class

Residential
Floor Area

Assigned Special

Description Tax

N/A

Residential Property $2,000 per unit

N/A

Affordable Property $927 per unit

N/A

Apartment Property $1,624 per unit

N/A

Non-Residential Property $16,028 per Acre

Multiple Land Use Classes

In some instances an Assessor's Parcel may contain both Undeveloped

Property and Developed Property. Furthermore, Developed Property may
contain more than one Land Use Class.

In such cases, the Acreage of the Assessor’s Parcel shall be allocated
between Developed Property and Undeveloped Property based on the
portion of the Assessor’s Parcel for which building permits had been
issued prior to January 1 of the prior Fiscal Year and the portion of the
Assessor’s Parcel for which building permits had not been issued prior to
January 1 of the prior Fiscal Year. The Acreage that is considered
Developed Property shall be allocated between Residential Property and
Non-Residential Property based on the site plan. The Maximum Special
Tax that can be levied on such Assessor’s Parcel shall be the sum of the

Maximum Special Tax that can be levied on each type of property located
on that Assessor’s Parcel.

Backup Special Tax

The Backup Special Tax in CFD No. 2015-1 shall equal an amount per
Acre for each Zone as shown below in Table 8.
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TABLE 8

All Zones
Fiscal Year 2015-16
Backup Special Tax

FY 2015-16
Zone Backup Special Tax

$81,454 per Acre
$89,605 per Acre
$67,406 per Acre
$26,663 per Acre
$50,564 per Acre
$45,802 per Acre
$33,976 per Acre

Qloalwvw] sl wiN]|—

e. Increase in the Assigned Special Tax and Backup Special Tax

On each July 1, comniencing on July 1, 2016, the Assigned Special Tax '
and the Backup Special Tax for Developed Property shall be increased by

an amount equal to two percent (2%) of the amount in effect for the
previous Fiscal Year.

2. Taxable Conservation Property, Taxable Property Owner Association

Property, Taxable Public Property, Taxable Religious Property, and
Undeveloped Property

a. Maximum Special Tax

The Maximum Special Tax for Taxable Conservation Property, Taxable
Property Owner Association Property, Taxable Public Property, Taxable

Religious Property, and Undeveloped Property within each Zone is shown
below in Table 9.
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TABLE 9
All Zones
Fiscal Year 2015-16
Maximum Special Taxes for Taxable Conservation Property, Taxable Property Owner
Association Property, Taxable Public Property, Taxable Religious Property, or

Undeveloped Property
FY 2015-16
Zone Maximum Special Tax
1 $81,454 per Acre
2 $89,605 per Acre
3 $67,406 per Acre
4 $26,663 per Acre
5 $50,564 per Acre
6 $45,802 per Acre
7 $33,976 per Acre
b. Increase in the Maximum Special Tax

On each July 1, commencing on July 1, 2016, the Maximum Special Tax
for Taxable Conservation Property, Taxable Property Owner Association
Property, Taxable Public Property, Taxable Religious Property, and
Undeveloped Property and shall be increased by an amount equal to two
percent (2%) of the amount in effect for the previous Fiscal Year.

D. METHOD OF APPORTIONMENT OF THE SPECIAL TAX

Commencing with Fiscal Year 2015-16 and for each following Fiscal Year, the Board
shall levy the Special Tax until the amount of Special Taxes levied equals the Special
Tax Requirement. The Special Tax shall be levied each Fiscal Year as follows:

First: The Special Tax shall be levied Proportionately on each Assessor’s Parcel of
Developed Property at up to 100% of the applicable Assigned Special Tax;

Second: If additional monies are needed to satisfy the Special Tax Requirement after the
first step has been completed, the Special Tax shall be levied Proportionately on each

Assessor's Parcel of Undeveloped Property at up to 100% of the Maximum Special Tax
for Undeveloped Property;

Third: If additional monies are needed to satisfy the Special Tax Requirement after the
first two steps have been completed, then the levy of the Special Tax on each Assessor's
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Parcel of Developed Property for which the Maximum Special Tax is determined through
the application of the Backup Special Tax shall be increased Proportionately from the
Assigned Special Tax up to the Maximum Special Tax for each such Assessor's Parcel;

Fourth: If additional monies are needed to satisfy the Special Tax Requirement after the
first three steps have been completed, then the Special Tax shall be levied Proportionately
on each Assessor’s Parcel of Taxable Conservation Property, Taxable Property Owner
Association Property or Taxable Religious Property at up to the Maximum Special Tax

for Taxable Conservation Property, Taxable Property Owner Association Property or
Taxable Religious Property.

Fifth: If additional monies are needed to satisfy the Special Tax Requirement after the
first four steps have been completed, then the Special Tax shall be levied Proportionately

on each Assessor’s Parcel of Taxable Public Property at up to the Maximum Special Tax
for Taxable Public Property.

Notwithstanding the above, under no circumstances will the Special Tax levied in a
Fiscal Year against any Assessor’s Parcel of Residential Property for which an occupancy
permit for private residential use has been issued be increased by more than ten percent
(10%) above the amount that would have been levied in that Fiscal Year as a
consequence of delinquency or default by the owner of any other Assessor’s Parcel
within CFD No. 2015-1. To the extent that the levy of the Special Tax on Residential
Property is limited by the provision in the previous sentence, the levy of the Special Tax

on all other Assessor’s Parcels shall continue in equal percentages at up to 100% of the
Maximum Special Tax.

E. EXEMPTIONS

No Special Tax shall be levied on (1) any property in Zone E and (2) Conservation
Property, Property Owner Association Property, Public Property, and/or Religious
Property in Zones 1 through 7 at up to the Acreage amounts shown in Table 10 below:

TABLE 10
Zone Exempt Acreage
1 0.271 Acres
2 20.473 Acres
3 19.338 Acres
4 0.743 Acres
5 17.920 Acres
6 11.018 Acres
7 21.424 Acres
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Tax-exempt status will be assigned by the CFD Administrator in the chronological order
in which property within each Zone becomes Conservation Property, Property Owner
Association Property, Public Property, or Religious Property. However, should an
Assessor’s Parcel no longer be classified as Conservation Property, Property Owner
Association Property, Public Property, or Religious Property its tax-exempt status will be
revoked and it will thereafter be classified as Developed Property or Undeveloped
Property in accordance with Section D above.

Conservation Property, Property Owner Association Property, Public Property, or
Religious Property that is not exempt from Special Taxes under this section shall be
subject to the levy of the Special Tax and shall be taxed Proportionately as part of the
fourth or fifth steps, respectively, in Section D above, at up to 100% of the applicable
Maximum Special Tax for Taxable Conservation Property, Taxable Property Owner
Association Property, Taxable Public Property, or Taxable Religious Property.

MANNER OF COLLECTION

The Special Tax shall be collected in the same manner and at the same time as ordinary
ad valorem property taxes; provided, however, that CFD No. 2015-1 may directly bill the
Special Tax, may collect Special Taxes at a different time or in a different manner if
necessary to meet its financial obligations, and may covenant to foreclose and may
actually foreclose on delinquent Assessor’s Parcels as permitted by the Act.

Tenders of Bonds may be accepted for payment of Special Taxes upon the terms and
conditions established by the Act and permitted by CFD No. 2015-1. The use of Bond

tenders shall only be allowed on a case-by-case basis as specifically approved by the
Board.

PREPAYMENT OF SPECIAL TAX
The following definitions apply to this Section G:

"CFD Public Facilities Cost" means either $98.4 million in 2015 dollars, which shall
increase by the Construction Inflation Index on July 1, 2016, and on each July 1
thereafter, or such lower number as (i) shall be determined by the CFD Administrator as
sufficient to provide the public facilities to be provided by CFD No. 2015-1 under the
authorized bonding program for CFD No. 2015-1, or (ii) shall be determined by the
Board concurrently with a covenant that it will not issue any more Bonds to be supported

by Special Taxes levied under this Rate and Method of Apportionment as described in
Section D.

"Construction Fund" means an account specifically identified in the Indenture to hold

funds which are currently available for expenditure to acquire or construct public
facilities eligible under the Act.
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"Construction Inflation Index" means, for a Fiscal Year, the annual percentage change
in the Engineering News-Record Building Cost Index for the City of Los Angeles,
measured as of the calendar year which ends in the previous Fiscal Year. In the event this
index ceases to be published, the Construction Inflation Index shall be another index as
determined by the CFD Administrator that is reasonably comparable to the Engineering
News-Record Building Cost Index for the City of Los Angeles.

"Future Facilities Costs' means the CFD Public Facilities Cost minus (i) public facility
costs previously paid from the Construction Fund, (ii) moneys currently on deposit in the

Construction Fund, and (iii) moneys currently on deposit in an escrow fund that are
expected to be available to finance facilities costs.

"Qutstanding Bonds" means all Previously Issued Bonds which are deemed to be

outstanding under the Indenture after the first interest and/or principal payment date
following the current Fiscal Year.

"Previously Issued Bonds" means all Bonds that have been issued by CFD No. 2015-1
prior to the date of prepayment.

1. Prepayment in Full

The obligation to pay the Special Tax for an Assessor’s Parcel may be prepaid and
permanently satisfied as described herein; provided that a prepayment may be made only
for Assessor’s Parcels of Developed Property and/or Undeveloped Property for which a
building permit has been issued, and only if there are no delinquent Special Taxes with
respect to such Assessor's Parcel at the time of prepayment. An owner of an Assessor's
Parcel intending to prepay the Special Tax obligation shall provide the CFD
Administrator with written notice of intent to prepay. Within 30 days of receipt of such
written notice, the CFD Administrator shall notify such owner of the prepayment amount
for such Assessor's Parcel. The CFD Administrator may charge a reasonable fee for
providing this figure. Prepayment must be made not less than 45 days prior to the next
occurring date that notice of redemption of Bonds from the proceeds of such prepayment
may be given to the Trustee pursuant to the Indenture.

The Prepayment Amount (defined below) shall be calculated as summarized below
(capitalized terms as defined below):

Bond Redemption Amount
plus Redemption Premium
plus  Future Facilities Amount
plus  Defeasance Amount
plus  Administrative Fees and Expenses
less  Reserve Fund Credit
less  Capitalized Interest Credit
equals Prepayment Amount

County of Orange
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As of the proposed date of prepayment, the Prepayment Amount shall be calculated as
follows: |

Paragraph No.:

1. For Assessor’s Parcels of Developed Property, compute the Assigned Special Tax
and Backup Special Tax applicable for the Assessor’s Parcel to be prepaid. For
Assessor’s Parcels of Undeveloped Property for which a building permit has been
issued, compute the Assigned Special Tax and Backup Special Tax for that
Assessor’s Parcel as though it was already designated as Developed Property,

based upon the building permit which has already been issued for that Assessor’s
Parcel.

2. (a) Divide the Assigned Special Tax computed pursuant to paragraph 1 by the total
estimated Assigned Special Taxes for the entire CFD No. 2015-1 based on the
Developed Property Special Taxes which could be charged in the current Fiscal

Year on all expected development through buildout of CFD No. 2015-1, excluding
any Assessor’s Parcels which have been prepaid, and

(b) Divide the Backup Special Tax computed pursuant to paragraph 1 by the total
estimated Backup Special Taxes for the entire CFD No. 2015-1 based on the
Backup Special Taxes which could be charged in the current Fiscal Year on all

expected development through buildout of CFD No. 2015-1, excluding any
Assessor’s Parcels which have been prepaid.

3. Multiply the larger quotient computed pursuant to paragraph 2(a) or 2(b) by the
Outstanding Bonds to compute the amount of Outstanding Bonds to be retired and
prepaid (the "Bond Redemption Amount").

4, Multiply the Bond Redemption Amount computed pursuant to paragraph 3 by the

applicable redemption premium, if any, on the Outstanding Bonds to be redeemed
(the "Redemption Premium").

5. Compute the current Future Facilities Costs.

6. Multiply the larger quotient computed pursuant to paragraph 2(a) or 2(b) by the
amount determined pursuant to paragraph 5 to compute the amount of Future
Facilities Costs to be prepaid (the "Future Facilities Amount™).

7. Compute the amount needed to pay interest on the Bond Redemption Amount
from the first bond interest and/or principal payment date following the current
Fiscal Year until the earliest redemption date for the Outstanding Bonds.

8. Confirm that no Special Tax delinquencies apply to such Assessor’s Parcel.

County of Orange 99 February 12, 2015
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10.

1.

12.

13.

14.

15.

16.

Determine the Special Taxes levied on the Assessor’s Parcel in the current Fiscal
Year which have not yet been paid.

Compute the minimum amount the CFD Administrator reasonably expects to
derive from the reinvestment of the Prepayment Amount less the Future Facilities
Amount and the Administrative Fees and Expenses from the date of prepayment

until the redemption date for the Outstanding Bonds to be redeemed with the
prepayment. :

Add the amounts computed pursuant to paragraphs 7 and 9 and subtract the
amount computed pursuant to paragraph 10 (the "Defeasance Amount").

Verify the administrative fees and expenses of CFD No. 2015-1, including the
costs of computation of the prepayment, the costs to invest the prepayment
proceeds, the costs of redeeming Bonds, and the costs of recording any notices to

evidence the prepayment and the redemption (the "Administrative Fees and
Expenses").

The reserve fund credit (the "Reserve Fund Credit”) shall equal the lesser of: (a)
the expected reduction in the reserve requirement (as defined in the Indenture), if
any, associated with the redemption of Outstanding Bonds as a result of the
prepayment, or (b) the amount derived by subtracting the new reserve requirement
(as defined in the Indenture) in effect after the redemption of Outstanding Bonds
as a result of the prepayment from the balance in the reserve fund on the
prepayment date, but in no event shall such amount be less than zero.

If any capitalized interest for the Outstanding Bonds will not have been expended
at the time of the first interest and/or principal payment following the current
Fiscal Year, a capitalized interest credit shall be calculated by multiplying the
larger quotient computed pursuant to paragraph 2(a) or 2(b) by the expected
balance in the capitalized interest fund after such first interest and/or principal
payment (the "Capitalized Interest Credit").

The Special Tax prepayment is equal to the sum of the amounts computed
pursuant to paragraphs 3, 4, 6, 11 and 12, less the amounts computed pursuant to
paragraphs 13 and 14 (the "Prepayment Amount").

From the Prepayment Amount, the amounts computed pursuant to paragraphs 3,
4, 11, 13 and 14 shall be deposited into the appropriate fund as established under
the Indenture and be used to retire Outstanding Bonds or make debt service
payments. The amount computed pursuant to paragraph 6 shall be deposited into

the Construction Fund. The amount computed pursuant to paragraph 12 shall be
retained by CFD No. 2015-1.

The Prepayment Amount may be sufficient to redeem other than a $5,000 increment of
Bonds. In such cases, the increment above $5,000 or integral multiple thereof will be

County of Orange

CFD No. 2015-1 (Village of Esencia) Page 20

100 February 12,2015



retained in the appropriate fund established under the Indenture to be used with the next
prepayment of Bonds or to make debt service payments.

As a result of the payment of the current Fiscal Year’s Special Tax levy as determined
under paragraph 9 (above), the CFD Administrator shall remove the current Fiscal Year’s
Special Tax levy for such Assessor’s Parcel from the County tax rolls. With respect to
any Assessor's Parcel for which the Special Tax is prepaid, the Board shall cause a
suitable notice to be recorded in compliance with the Act, to indicate the prepayment of
Special Taxes and the release of the Special Tax lien on such Assessor’s Parcel, and the
obligation to pay the Special Tax for such Assessor’s Parcel shall cease.

Notwithstanding the foregoing, no prepayment will be allowed unless (i) the amount of
Maximum Special Tax that may be levied on Taxable Property (based on expected
development at build out), after the proposed prepayment, less expected Administrative
Expenses, shall be at least 1.1 times the regularly scheduled annual interest and principal
payments on all Outstanding Bonds (excluding Bonds to be redeemed by such
prepayment and all prior prepayments) in each future Fiscal Year and (ii) the amount of
Maximum Special Tax that may be levied on non-delinquent Taxable Property (based on
expected development at build out) after the proposed prepayment, less expected
Administrative Expenses, shall be at least equal to the regularly scheduled annual interest
and principal payments on all Outstanding Bonds (excluding Bonds to be redeemed by
such prepayment and all prior prepayments) in each future Fiscal Year.

2. Prepayment in Part

The Special Tax for an Assessor’s Parcel of Developed Property and/or Undeveloped
Property for which a building permit has been issued may be partially prepaid. The
amount of the prepayment shall be calculated as in Section G.1; except that a partial
prepayment shall be calculated according to the following formula:

PP =[(Pe-AE) x F] + AE
These terms have the following meaning:

AE = the Administrative Fees and Expenses

PP the partial prepayment amount

Pe the Prepayment Amount calculated according to Section G.1

F = the percentage by which the owner of the Assessor's Parcel is
partially prepaying the Special Tax.

I

The owner of any Assessor’s Parcel who desires such prepayment shall notify the CFD
Administrator of such owner’s intent to partially prepay the Special Tax and the
percentage by which the Special Tax shall be prepaid. The CFD Administrator shall
provide the owner with a statement of the amount required for the partial prepayment of
the Special Tax for an Assessor’s Parcel within thirty (30) days of the request and may
charge a reasonable fee for providing this service. With respect to any Assessor’s Parcel
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for which the Special Tax is partially prepaid, CEFD No. 2015-1 shall (i) distribute the
funds remitted to it according to Section G.1, and (ii) indicate in the records of CFD No.
2015-1 that there has been a partial prepayment of the Special Tax and that a portion of
the Special Tax with respect to such Assessor’s Parcel, equal to the outstanding
percentage (1.00 - F) of the Assigned Special Tax and Backup Special Tax, shall continue
to be levied on such Assessor’s Parcel pursuant to Section D.

Notwithstanding the foregoing, no partial prepayment will be allowed unless (i) the
amount of Maximum Special Tax that may be levied on Taxable Property (based on
expected development at build out), after the proposed partial prepayment, less expected
Administrative Expenses, shall be at least 1.1 times the regularly scheduled annual
interest and principal payments on all Outstanding Bonds (excluding Bonds to be
redeemed by such prepayment and all prior prepayments) in each future Fiscal Year and
(ii) the amount of Maximum Special Tax that may be levied on non-delinquent Taxable
Property (based on expected development at build out) after the proposed partial
prepayment, less expected Administrative Expenses, shall be at least equal to the
regularly scheduled annual interest and principal payments on all Outstanding Bonds

(excluding Bonds to be redeemed by such prepayment and all prior prepayments) in each
future Fiscal Year.

H. SPECIAL TAX REDUCTION
The following definitions apply to this Section H:

"Issuance Date' means the date a bond purchase contract related to the sale of the
Bonds is entered into between the underwriter of the Bonds and CFD No. 2015-1.

"Plan Type'" means a discrete residential plan type (generally consisting of residential
dwelling units that share a common product type (e.g., detached, attached, cluster) and
that have nearly identical amounts of living area) that is constructed or expected to be
constructed within CFD No. 2015-1 as identified in the Price Point Study.

"Price Point" means, with respect to the residential dwelling units in each Plan Type, as
of the date of the applicable Price Point Study, the base price of such residential dwelling
units, estimated by the Price Point Consultant as of such date, including any incentives
and concessions, but excluding potential appreciation or premiums, options or upgrades,
based upon their actual or expected characteristics, such as living area, view, or lot size.

"Price Point Consultant' means any consultant or firm of such consultants selected by
CFD No. 2015-1 that (a) has substantial experience in performing price point studies for
residential units within community facilities districts or otherwise estimating or
confirming pricing for residential units in community facilities districts, (b) is well versed
in analyzing economic and real estate data that relates to the pricing of residential units in
community facilities districts, (c) is in fact independent and not under the control of CFD
No. 2015-1 or the County, (d) does not have any substantial interest, direct or indirect,
with or in (i) CFD No. 2015-1, (ii) the County, (iii) any owner of real property in CFD
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No. 2015-1, or (iv) any real property in CFD No. 2015-1, and (e) is not connected with
CFD No. 2015-1 or the County as an officer or employee thereof, but who may be
regularly retained to make reports to CFD No. 2015-1 or the County.

"Price Point Study" means a price point study or a letter updating a previous price point
study, which (a) has been prepared by the Price Point Consultant, (b) sets forth the Plan
Types constructed or expected to be constructed within Zones 1 through 7 in CFD No.
2015-1, (c) sets forth the estimated number of constructed and expected residential
dwelling units for each Plan Type, (d) sets forth such Price Point Consultant’s estimate of
the Price Point for each Plan Type and (e) uses a date for establishing such Price Points
that is no earlier than 30 days prior to the date the Price Point Study is delivered to the
CFD Administrator pursuant to Section H herein. The Price Point Study will only
include the for-sale Residential Property in Zones 1 through 7.

"Total Effective Tax Rate' means, for a Plan Type, the quotient of (a) the Total Tax

and Assessment Obligation for such Plan Type divided by (b) the Price Point for such
Plan Type, converted to a percentage.

"Total Tax and Assessment Obligation' means, with respect to a Plan Type in a Zone,
for the Fiscal Year for which the calculation is being performed, the quotient of (a) the
sum of the Assigned Special Tax and estimated ad valorem property taxes, special
assessments, special taxes for any overlapping community facilities districts, and any
other governmental taxes, fees and charges levied or imposed on all residential dwelling
units of such Plan Type in such Zone in such Fiscal Year or that would have been levied
or imposed on all such residential dwelling units had such residential dwelling units been
completed, sold and subject to such levies and impositions in such Fiscal Year divided by
(b) the number of residential dwelling units in such Plan Type in such Zone. The Total
Tax and Assessment Obligation for each Plan Type shall be calculated based on the
applicable Residential Floor Area, Price Point, and number of constructed and expected

residential dwelling units for such Plan Type in such Zone as identified in the Price Point
Study.

Prior to the issuance of the first series of Bonds, the following steps shall be taken for
each Land Use Class of for-sale Residential Property in Zones 1 through 7:

Step No.:

1. At least 30 days prior to the expected Issuance Date of the first series of Bonds,

CFD No. 2015-1 shall cause a Price Point Study to be delivered to the CFD
Administrator.

2. As soon as practicable after receipt of the Price Point Study, the CFD
Administrator shall calculate the Total Tax and Assessment Obligation and Total
Effective Tax Rate for each Plan Type in each Zone.

3. Separately, for each Land Use Class of for-sale Residential Property in each Zone,
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the CFD Administrator shall determine whether or not the Total Effective Tax
Rate for all Plan Types in a Land Use Class is less than or equal to 2.00%.

a. If the Total Effective Tax Rate for all Plan Types in a Land Use Class in a
Zone is less than or equal to 2.00%, then there shall be no change in the
Assigned Special Tax for such Land Use Class in such Zone.

b. If the Total Effective Tax Rate for any Plan Type in a Land Use Class in a
Zone is greater than 2.00%, the CFD Administrator shall calculate a revised
Assigned Special Tax for such Land Use Class in such Zone, which revised
Assigned Special Tax shall be the highest amount (rounded to the nearest
whole dollar) that will not cause the Total Effective Tax Rate for any Plan
Type in such Land Use Class in such Zone to exceed 2.00%.

4. If the Assigned Special Tax for any Land Use Class in a Zone is revised pursuant
to step 3.b. above, the CFD Administrator shall calculate a revised Backup
Special Tax for all property within such Zone. The revised Backup Special Tax
per Acre for such Zone shall be an amount (rounded to the nearest whole dollar)
equal to the Backup Special Tax per Acre for such Zone as set forth in Table 8
above, reduced by a percentage equal to the weighted average percentage
reduction in the Assigned Special Taxes for all Land Use Classes of Residential
Property in such Zone resulting from the calculations in steps 3.a. and 3.b. above.
The weighted average percentage will be calculated by taking the sum of the
products of the number of units constructed or expected to be constructed in each
Land Use Class in such Zone multiplied by the percentage change in the Assigned
Special Tax (pursuant to step 3.b. above) for each Land Use Class in such Zone
(or 0 for Land Use Classes that are not changing). This amount is then divided by

the total number of units constructed or expected to be constructed within the
Zone and converted to a percentage.

5. If the Assigned Special Tax for any Land Use Class in any Zone is revised
pursuant to step 3.b. above, the CFD Administrator shall prepare and execute a
Certificate of Reduction in Special Taxes substantially in the form of Exhibit B
hereto and shall deliver such Certificate of Reduction in Special Taxes to CFD
No. 2015-1. The Certificate of Reduction in Special Taxes shall be completed
for all Land Use Classes in all Zones and shall set forth, as applicable, either (i)
the reduced Assigned Special Tax for a Land Use Class in a Zone as calculated
pursuant to step 3.b., or (ii) the Assigned Special Tax as identified in Tables 1
through 7 in Section C for a Land Use Class in a Zone that was not revised as
determined pursuant to step 3.a.; as well as either (i) the revised Backup Special
Tax for a Zone as calculated pursuant to step 4, or (ii) the Backup Special Tax as
identified in Table 8 in Section C.1.(d) for a Zone that was not revised as
determined pursuant to step 4.

6. If the Issuance Date of the first series of Bonds is within 120 days of the date of
receipt of the Price Point Study by the CFD Administrator, CFD No. 2015-1 shall
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execute the acknowledgement on such Certificate of Reduction in Special Taxes,
dated as of the closing date of such Bonds, and upon the closing of such first
series of Bonds, the Assigned Special Tax for each Land Use Class and the
Backup Special Tax shall be, for all purposes, as set forth in such Certificate of
Reduction in Special Taxes. If the Issuance Date of the first series of Bonds is not
within 120 days of the date of receipt of the Price Point Study by the CFD
Administrator, such Certificate of Reduction in Special Taxes shall not be
acknowledged by CFD No. 2015-1 and shall, as of such date, be void and of no
further force and effect. In such case, if subsequently a first series of Bonds is
expected to be issued, at least 30 days prior to the expected Issuance Date of such
first series of Bonds, the CFD Administrator shall cause a new Price Point Study
to be delivered to the CFD Administrator and, following such delivery, steps 2
through 5 of this section shall be performed based on such new Price Point Study.

7. As soon as practicable after the execution by CFD No. 2015-1 of the
acknowledgement on the Certificate of Reduction in Special Taxes, CFD No.
2015-1 shall cause to be recorded in the records of the County Recorder an
Amended Notice of Special Tax Lien for CFD No. 2015-1 reflecting the Assigned

Special Taxes and the Backup Special Tax for each Zone set forth in such
Certificate of Reduction in Special Taxes.

8. If the Assigned Special Tax is not required to be changed for any Land Use Class
in any Zone based on the calculations performed under step 3 above, there shall
be no reduction in the Maximum Special Tax, and no Certificate of Reduction in
Special Taxes shall be required. However the CFD Administrator shall prepare
and deliver to CFD No. 2015-1 a Certificate of No Reduction in Special Taxes
substantially in the form of Exhibit C hereto dated as of the closing date of the
first series of Bonds that states that the calculations required pursuant to this

Section H have been made and that no changes to the Maximum Special Tax are
necessary.

Y. CFD No. 2015-1 and the CFD Administrator shall take no further actions under
this Section H upon the earlier to occur of the following: (i) the execution of the
acknowledgement by CFD No. 2015-1 on a Certificate of Reduction in Special

Taxes pursuant to step 6; or (ii) the delivery by the CFD Administrator of a
Certificate of No Reduction in Special Taxes pursuant to step 8.

County of Orange

105 February 12, 2015
CFD No. 2015-1 (Village of Esencia)

Page 25



| 8 TERM OF SPECIAL TAX

The Special Tax shall be levied on an Assessor’s Parcel for a period not to exceed forty

years from the Fiscal Year in which such Assessor’s Parcel first becomes Developed
Property.

J. DETERMINATIONS OF CFD ADMINISTRATOR CONSIDERED FINAL

Any determinations made by CFD Administrator under terms of thls Rate and Method of
Apportionment shall be final.
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EXHIBIT A

ZONE DESIGNATION

A-1
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EXHIBIT B

CERTIFICATE OF REDUCTION IN SPECIAL TAXES

Community Facilities District No. 2015-1 of the County of Orange
(Village of Esencia)

1. Pursuant to Section H of the Rate and Method of Apportionment, the Maximum Special Tax

for Developed Property for [certain or all] Land Use Classes within CFD No. 2015-1 has

been reduced.

2. The calculations made pursuant to Section H were based upon a Price Point Study that was

received by the CFD Administrator on

3. Tables 1A through 7A below show the Assigned Special Tax for each Land Use Class in

Zones 1 through 7 after such reduction.

Table 1A

Assngned Special Tax for Developed Property in Zone 1
Fiscal Year 2015-16

DOCSO0C/1699638v3/022197-0363

108

Land Use Class Residential Floor Area Description Assigned Special Tax
1 > 1,750 SF Residential Property $  perunit
2 1,601 - 1,750 SF Residential Property $ _ perunit
3 1,451 - 1,600 SF Residential Property $_ perunit
4 < 1,451 SF Residential Property $__ perunit
5 N/A Non-Residential Property $  perAcre
6 N/A Affordable Property $ _ perunit
7 N/A Apartment Property $_;__ per unit
A-2




Certificate of Reduction in Special Taxes

Page 2
Table 2A
Assigned Special Tax for Developed Property in Zone 2
Fiscal Year 2015-16 _
Land Use Class Residential Floor Area Description Assigned Special Tax
1 >2,900 SF Residential Property $  perunit
2 2,701 - 2,900 SF Residential Property $ _ perunit
3 2,501 -2,700 SF Residential Property $  perunit
4 2,301 -2,500 SF Residential Property $  perunit
5 2,101 -2,300 SF Residential Property $  perunit
6 1,901 -2,100 SF Residential Property $  perunit
7 1,801 - 1,900 SF Residential Property $ _ perunit
8 1,601 — 1,800 SF Residential Property $  perunit
9 < 1,601 SE5 "_’,Résidéntial Property $____ perunit
10 N/A | = :--»Non-Residential' Property $ _ perAcre
11 N/A Affordable Property $__ perunit
12 N/A Apartment Property $__ perunit
A-3
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Certificate of Reduction in Special Taxes
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Page 3
Table 3A
Assigned Special Tax for Developed Property in Zone 3
Fiscal Year 2015-16
Land Use Class Residential Floor Area Description Assigned Special Tax
1 > 3,700 SF Residential Property $____ perunit
2 3,501 -3,700 SF Residential Property $ _ perunit
3 3,301 -3,500 SF Residential Property $  perunit
4 3,101 - 3,300 SF Residential Property $ _ perunit
5 2,901 - 3,100 SF Residential Property $  perunit
6 2,701 2,900 SF Residential Property $  perunit
7 2,501 -2,700 SF Residential Property $___ perunit
8 2,301 - 2,500 SF Residential Property $_ perunit
9 <2,301 SF Residential Property $  perunit
10 N/A Non-Residential Property $  perAcre
11 N/A Affordable Property $__ perunit
12 N/A Apartment Property $____ perunit
Table 4A
Assigned Special Tax for Developed Property in Zone 4
Fiscal Year 2015-16
Land Use Class Residential Floor Area Description Assigned Special Tax
1 > 1,900 SF Residential Property $_____ perunit
2 1,701 - 1,500 SF Residential Property $_____ perunit
3 1,501 ~ 1,700 SF Residential Property $_____ perunit
4 < 1,501 SF Residential Property $_____ perunit
5 N/A Non-Residential Property $  perAcre
6 N/A Affordable Property $  perunit
7 N/A Apartment Property $_ perunit
A-4




Certificate of Reduction in Special Taxes
Page 4

Table SA

Assigned Special Tax for Developed Property in Zone S
Fiscal Year 2015-16

Land Use Class Residential Floor Area Description Assigned Special Tax
1 > 2,300 SF Residential Property $  perunit
2 2,201 -2,300 SF Residential Property $ __ perunit
3 2,001 - 2,200 SF Residential Property $  perunit
4 1,801 -2,000 SF Residential Property $ _ perunit
5 1,601 — 1,800 SF Residential Property $  perunit
6 < 1,601 SF Residential Property $_ perunit
7 N/A Non-Residential Property $  perAcre
8 N/A Affordable Property $ _ perunit
9 N/A Apartment Property $  perunit

Table 6A

Assigned Special Tax for Developed Property in Zone 6
Fiscal Year 2015-16

DOCS0C/1699638v3/022197-0363
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Land Use Class Residential Floor Area Description Assigned Special Tax
1 > 2,400 SF Residential Property $  perunit
2 <2,400 SF Residential Property $___ perunit
3 N/A Non-Residential Property $  perAcre
4 N/A Affordable Property $  perunit
5 N/A Apartment Property $__ perunit
A-5




Certificate of Reduction in Special Taxes

Page 5
Table 7TA
Assigned Special Tax for Developed Property in Zone 7
Fiscal Year 2015-16
Land Use Class Residential Floor Area Description Assigned Special Tax
1 N/A Residential Property $ per unit
2 N/A Affordable Property $ per unit
3 N/A Apartment Property $ per unit
4 N/A Non-Residential Property $ per Acre

4. The Backup Special Tax for each Assessor's Parcel of Developed Property shall equal an
amount per Acre after such reduction as shown in Table 8A below.

Table 8A
Backup Special Tax
Fiscal Year 2015-16
Zone Backup Special Tax

1 $_ perAcre
2 $_ perAcre
3 $_ perAcre
4 $_ perAcre
5 $_ perAcre
6 $_ perAcre
7 $  perAcre

5. Upon execution of this certificate by CFD No. 2015-1, CFD No. 2015-1 shall cause an
amended notice of Special Tax lien for CFD No. 2015-1 to be recorded reflecting the
Assigned Special Tax and Backup Special Tax set forth herein.

A-6
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Certificate of Reduction in Special Taxes
Page 6

Submitted

CFD ADMINISTRATOR

By: Date:

By execution hereof, the undersigned acknowledges, on behalf of CFD No. 2015-1, receipt of

this certificate and modification of the Rate and Method of Apportionment as set forth in this
certificate.

Community Facilities District No. 2015-1 of the County of Orange
(Village of Esencia)

By: Date as of: [closing date of Bonds}

A-7
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EXHIBIT C
CERTIFICATE OF NO REDUCTION IN SPECIAL TAXES

Community Facilities District No. 2015-1 of the County of Orange
(Village of Esencia)

1. All calculations required pursuant to Section H of the Rate and Method of Apportionment

have been made based upon a Price Point Study that was received by the CFD
Administrator on

2. Total Effective Tax Rate for all Plan Types in all Land Use Classes in all Zones is less
than or equal to 2.00%

3. The Maximum Special Tax for Developed Property within CFD No. 2015-1, including
the Assigned Special Taxes set forth in Sections C.1.(b) and the Backup Special Tax set

forth in Section C.1.(d) of the Rate and Method of Apportionment, shall remain in effect
and not be reduced.

Submitted

CFD ADMINISTRATOR

By:

Date as of’ [closing date of Bonds]
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AGENCY: CITY OF NEWPORT BEACH
PROJECT:ASSESSMENT DISTRICT NO. 111
TO: CITY COUNCIL

ENGINEER'S "REPORT'" PURSUANT TO THE
PROVISIONS OF SECTIONS 2961 AND 10204
OF THE STREETS AND HIGHWAYS CODE

The purposes of this Assessment District is to provide financing to underground power, telephone
and cable facilities in the area generally bounded by Newport Boulevard, 23rd Street, Ocean Front W
and 31st Street. The proposed underground utility improvements will provide conversion to an
upgraded utility system and will enhance neighborhood aesthetics, safety and reliability.

The construction of these improvements will conform to existing City of Newport Beach, Southern
California Edison, AT&T and Time Warner Cable standards. The proposed improvements are of
special and direct benefit to the properties within the boundary of the proposed assessment district.

Pursuant to the provisions of Article XIIID of the State Constitution, Part 7.5 of the “Special
Assessment Investigation, Limitation and Majority Protest Act of 19317, being Division 4 of the
Streets and Highways Code of the State of California, and the "Municipal Improvement Act of
1913", being Division 12 of said Code, and the Resolution of Intention, adopted by the City Council
of the CITY OF NEWPORT BEACH, State of California, in connection with the proceedings for
Underground Utility Assessment District No. 111 (hereinafter referred to as the "Assessment
District"), I, Alison M. Bouley, P.E., a Registered Professional Engineer and authorized
representative of Harris & Associates, the duly appointed Engineer of Work, herewith submits the
"Report" for the Assessment District, consisting of six (6) parts as stated below.

PART I

This part contains the plans and specifications which describe the general nature, location and extent
for the proposed improvements to be constructed, and are filed herewith and made a part hereof.
Said plans and specifications are on file in the Office of the Superintendent of Streets.

PART II

This part contains an estimate of the cost of the proposed improvements, including capitalized
interest, if any, incidental costs and expenses in connection therewith as set forth herein and attached
hereto.

PART III
This part consists of the following information:

A. A proposed assessment of the total amount of the costs and expenses of the proposed
improvements upon the several subdivisions of land within the Assessment District, in proportion
to the special benefits to be received by such subdivisions from said improvements, which is set
forth upon the assessment roll filed herewith and made a part hereof.

[ 1 ] . .
] Harris & Associates
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B. The total amount, as near as may be determined, of the total principal sum of all unpaid special
assessments and special assessments required or proposed to be levied under any completed or
pending assessment proceedings, other than that contemplated for the Assessment District, which
would require an investigation and report under the “Special Assessment Investigation,
Limitation and Majority Protest Act of 1931 against the total area proposed to be assessed.

C. The total true value, determined from the latest Assessor’s roll, of the parcels of land and
improvements which are proposed to be assessed.

PART IV

This part contains the proposed maximum annual administrative assessment to be levied upon each
subdivision or parcel of land within the Assessment District to pay the costs incurred by the CITY
OF NEWPORT BEACH, and not otherwise reimbursed, resulting from the administration and
collection of assessments, from the administration and registration of any associated bonds and
reserve or other related funds, or both.

PART V

This part contains a map showing the boundaries of the Assessment District, and a diagram showing
the Assessment District, the boundaries and the dimensions of the subdivisions of land within said
Assessment District, as the same existed at the time of the passage of the Resolution of Intention. The
Boundary Map and Assessment Diagram are filed herewith and made a part hereof, and part of the
assessment.

PART VI

This part shall consist of the following information:

A. Description of facilities
B. Right-of-Way Certificate
C. Environmental Certificate

This report is submitted on December 22, 2015.

HARRIS & ASSOCIATES

ALISON M. BOULEY, P.E.
R.C.E. No. C61383
ENGINEER OF WORK

CITY OF NEWPORT BEACH
STATE OF CALIFORNIA

[ 1 ] . .
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Preliminary approval by the CITY COUNCIL of the CITY OF NEWPORT BEACH, CALIFORNIA,
on the day of , 2015.

CITY CLERK
CITY OF NEWPORT BEACH
STATE OF CALIFORNIA

Final approval by the CITY COUNCIL of the CITY OF NEWPORT BEACH, CALIFORNIA, on
the day of ,2015.

CITY CLERK
CITY OF NEWPORT BEACH
STATE OF CALIFORNIA

[ 1 ] . .
] Harris & Associates
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Part |
Plans and Specifications

The plans and specifications to construct the utility undergrounding improvements, and any ancillary
improvements thereof, for the area generally described as Underground Utility Assessment District
No. 111, (Newport Boulevard, 23rd Street, Ocean Front W and 31st Street), describe the general
nature, location and extent of the improvements for this Assessment District are referenced herein
and incorporated as if attached and a part of this Report.

Said Plans and Specifications for the improvements are shown on the assessment diagram. Final
plans and specifications will be prepared by the City in conjunction with the utility companies and
will be on file in the office of the Superintendent of Streets when completed.

[ 1 ] . .
] Harris & Associates
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Part Il
Cost Estimate

CALCULATION TOTAL
Length in ft. Cost per ft.

Utility Engineering & Construction

Southern California Edison 4400 $352 $1,550,000.00
AT&T 4400 $175  $769,000.00
Time Warner 4400 $61 $268,000.00
$2,587,000.00
Contingency 10% $250,886.00
TOTAL CONSTRUCTION $2,837,886.00

INCIDENTIAL EXPENSES:
Assessment Engineering $75,000.00
Contract Inspection $75,000.00
City Administration $75,000.00
Financial Advisor $20,000.00
Bond and Disclosure Counsel $55,000.00
Underwriter's Council $15,000.00
Paying Agent $2,500.00
Credit Rating Fee $15,000.00
Printing, Advertising, Notices $2,500.00
Miscellaneous $5,300.00
Subtotal Incidential Expenses $340,300.00
Construction $2,837,886.00
Subtotal Incidential & Construction $3,178,186.00

FINANCIAL COSTS
Underwriter's Discount 1.0% $34,000.00
Bond Reserve 5.0% $171,000.00
Capitalized Interest - 5% for 3 months 1.3% $43,000.00
Subtotal & Financial Costs 7.3% $248,000.00
TOTAL ESTIMATE $3,426,186.00
[ 1]
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Underground Utility Assessment District No. 111 (Newport Blvd / 23rd St / Ocean Front W/ 31st St)
Final Engineer’s Report Page 6

Part llI
Assessment Roll and
Method of Assessment Spread

WHEREAS, on November 10, 2015 the City Council of the CITY OF NEWPORT BEACH, State of
California, did, pursuant to the provisions of the 1913 Act "Municipal Improvement Act of 1913",
being Division 12 of the Streets and Highways Code, of the State of California, adopt its Resolution
of Intention No. 2015-96, for the installation and construction of certain public improvements,
together with appurtenances and appurtenant work in connection therewith, in a special assessment
district known and designated as ASSESSMENT DISTRICT NO. 111 (hereinafter referred to as the
"Assessment District"); and

WHEREAS, said Resolution of Intention, as required by law, did direct the Engineer of Work to
make and file a "Report", consisting of the following as required by Section 10204 of the Act:

a. Plans and Specifications;

b. A general description of works or appliances already installed and any other property necessary
or convenient for the operation of the improvement, if the works, appliances, or property are to
be acquired as part of the improvement;

c. Cost Estimates;
Assessment Diagram showing the Assessment District and the subdivisions of land therein;

A proposed assessment of the costs and expenses of the works of improvement levied upon the
parcels within the boundaries of the Assessment District;

f. The proposed maximum annual assessment to be levied upon each subdivision or parcel of land
within the Assessment District to pay the costs incurred by the City and not otherwise reimbursed
resulting from the administration and collection of assessments or from the administration and
registration of any associated bonds and reserve or other related funds.

For particulars, reference is made to the Resolution of Intention as previously adopted.

NOW, THEREFORE, I, Alison M. Bouley, P.E., the authorized representative of HARRIS &
ASSOCIATES, pursuant to Article XIIID of the California Constitution and the "Municipal
Improvement Act of 1913", do hereby submit the following:

1. Pursuant to the provisions of law and the Resolution of Intention, I have assessed the costs
and expenses of the works of improvement to be performed in the Assessment District upon
the parcels of land in the Assessment District specially benefited thereby in direct proportion
and relation to the special benefits to be received by each of said parcels. For particulars as
to the identification of said parcels, reference is made to the Assessment Diagram, a copy of
which is attached hereto and incorporated herein.

2. Asrequired by law, a Diagram is hereto attached, showing the Assessment District, as well as
the boundaries and dimensions of the respective parcels and subdivisions of land within said
District as the same existed at the time of the passage of said Resolution of Intention, each of
which subdivisions of land or parcels or lots respectively have been given a separate number
upon said Diagram and in said Assessment Roll.

[ 1 ] . .
] Harris & Associates
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3. The subdivisions and parcels of land the numbers therein as shown on the respective
Assessment Diagram as attached hereto correspond with the numbers as appearing on the
Assessment Roll as contained herein.

4. NOTICE IS HEREBY GIVEN that bonds will be issued in accordance with Division 10 of
the Streets and Highways Code of the State of California (the "Improvement Bond Act of
1915"), to represent all unpaid assessments, which bonds shall be issued in one or more
series, each with a term not to exceed the legal maximum term as authorized by law,
THIRTY-NINE (39) YEARS from the 2nd day of September next succeeding twelve (12)
months from their date. Said bonds shall bear interest at a rate not to exceed the current legal
maximum rate of 12% per annum.

5. By virtue of the authority contained in said "Municipal Improvement Act of 1913", and by
further direction and order of the legislative body, I hereby recommend the following
Assessment to cover the costs and expenses of the works of improvement for the Assessment
District based on the costs and expenses as set forth below:

As Preliminarily As
Approved Confirmed
Estimated Cost of Design and Construction: $2,845,700 $2,837,886
Estimated Incidental Expenses: $340,300 $340,300
Estimated Financial Costs: $249,000 $248,000
Estimated Contribution: $0 $0
Estimated Total to Assessment: $3,435,000 $3,426,186

For particulars as to the individual assessments and their descriptions, reference is made to
Table 1 (Assessment Roll) attached hereto.

6. The Method of Spread of Assessment is as set forth in the exhibit identified as Part III
(Exhibit 1), which is attached hereto, referenced and so incorporated.

[ 1 ] . .
] Harris & Associates
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City of Newport Beach
Underground Utility Assessment District No. 111 (Newport Blvd / 23rd St / Ocean Front W/ 31st St)

December 22, 2015

Final Engineer’s Report Page 8
Table 1
Assessment Roll

Assessor's Total Assessments as Assessments Value

Asmt Parcel True Existing Preliminarily as Confirmed to Lien

No. Number Value Liens Approved and Recorded Ratio
1 04707103 $ 753,176 $ - $15,800.06 $15,800.05 48
2 04707104 $ 532,895 $ - $13,365.15 $13,365.14 40
3 93971015 § 482,115 $ - $7,830.05 $7,830.04 62
4 93971016 $ 495,676 $ - $7,830.05 $7,830.04 63
5 93971001 $ 710,669 $ - $6,953.87 $6,953.87 102
6 93971002 $ 553,133 $ - $6,953.87 $6,953.87 80
7 93971003 $ 722,000 $ - $6,712.30 $6,712.29 108
8 93971004 $ 901,750 $ - $6,712.30 $6,712.29 134
9 93971005 $ 203,046 $ - $6,712.30 $6,712.29 30
10 93971006 $ 253,991 $ - $6,712.30 $6,712.29 38
11 04707108 $ 373,625 $ - $13,365.15 $13,365.15 28
12 04707109 §$ 513,156 $ - $13,365.15 $13,365.15 38
13 04707112  § 154,662 $ - $13,309.56 $13,309.54 12
14 04707113 $ 964,147 $ - $8,811.68 $8,811.67 109
15 04707114 $ 476,436 $ - $8,811.68 $8,811.67 54
16 93971025 $ 614,766 $ - $6,744.89 $6,744.88 91
17 93971026 $ 614,766 $ - $6,744.89 $6,744.88 91
18 93971023 §$ 1,108,638 $ - $6,744.89 $6,744.88 164
19 93971024 §$ 1,050,000 $ - $6,744.89 $6,744.88 156
20 93971029 §$ 939,775 $ - $6,681.62 $6,681.61 141
21 93971030 $ 1,000,000 $ - $6,681.62 $6,681.61 150
22 93971027 $ 874,123 $ - $6,681.62 $6,681.61 131
23 93971028 $ 1,000,000 $ - $6,681.62 $6,681.61 150
24 04707204 $ 381,745 $ - $13,365.15 $13,365.15 29
25 04707205 $ 420,097 $ - $13,365.15 $13,365.15 31
26 04707206 $ 1,325,974 $ - $13,365.15 $13,365.15 99
27 04707221 $ 635,969 $ - $13,365.15 $13,365.15 48
28 04707222 $ 901,657 $ - $13,365.15 $13,365.15 67
29 04707224 $ 945,817 $ - $13,365.15 $13,365.15 71
30 04707223 $ 60,655 $ - $13,365.15 $13,365.15 5
31 04707209 $ 422,361 $ - $13,365.15 $13,365.15 32
32 04707210 $ 616,760 $ - $13,365.15 $13,365.15 46
33 04707211 $ 1,591,168 $ - $13,365.15 $13,365.15 119
34 04707212 $ 210,149 $ - $13,365.15 $13,365.15 16
35 04707213 $ 1,405,000 $ - $13,365.15 $13,365.15 105
36 04707214 $ 423,493 $ - $13,365.15 $13,365.15 32
37 04707215 $ 512,818 $ - $13,365.15 $13,365.15 38
38 04707216 $ 772,853 $ - $13,365.15 $13,365.15 58
39 04707217 $ 586,645 $ - $13,365.15 $13,365.15 44
40 04707218 $ 719,553 $ - $13,365.15 $13,365.15 54
41 04707219 $ 551,928 $ - $13,365.15 $13,365.15 41
42 04707220 $ 117,818 $ - $11,662.63 $11,662.62 10
43 04710101 $ 78,827 $ - $12,966.37 $12,966.35 6
44 04710102 $ 425,288 $ - $13,802.29 $13,802.28 31
45 04710103 $ 519,167 $ - $13,802.29 $13,802.28 38

ﬁ Harris & Associates
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Assessor's Total Assessments as Assessments Value
Asmt Parcel True Existing Preliminarily as Confirmed to Lien
No. Number Value Liens Approved and Recorded Ratio
46 04710104 $ 617,974 $ - $13,802.29 $13,802.28 45
47 04710105 $ 126,849 $ - $13,802.29 $13,802.28 9
48 04710106 $ 1,067,385 $ - $13,802.29 $13,802.28 77
49 04710107 $ 1,375,000 $ - $13,802.29 $13,802.28 100
50 04710108 $ 237,970 $ - $13,802.29 $13,802.28 17
51 04710118 $ 402,280 $ - $13,802.29 $13,802.28 29
52 04710119 $ 612,322 $ - $13,802.29 $13,802.28 44
53 04710110 $ 100,316 $ - $13,802.29 $13,802.28 7
54 04710111  $ 399,171 $ - $13,802.29 $13,802.28 29
55 04710112 $ 102,040 $ - $13,802.29 $13,802.28 7
56 04710113 $ 1,739,079 $ - $13,840.63 $13,840.63 126
57 04710114 $ 452,858 $ - $14,049.61 $14,049.60 32
58 04710115 $ 501,679 $ - $14,396.63 $14,396.62 35
59 93284082 $ 1,193,919 $ - $7,450.44 $7,450.43 160
60 93284083 $ 382,733 $ - $7,450.44 $7,450.43 51
61 93284076 $ 1,188,000 $ - $8,665.97 $8,665.96 137
62 93284077 $ 1,047,177 $ - $8,665.98 $8,665.96 121
63 04708201 $ 1,419,604 $ - $13,365.16 $13,365.15 106
64 04708202 $ 1,652,307 $ - $13,365.16 $13,365.15 124
65 04708203 $ 1,681,653 $ - $13,365.16 $13,365.15 126
66 04708240 $ 777,337 $ - $13,365.16 $13,365.15 58
67 04708239 $ 568,566 $ - $13,365.16 $13,365.15 43
68 04708205 $ 1,229,188 $ - $13,365.16 $13,365.15 92
69 04708206 $ 594,658 $ - $13,365.16 $13,365.15 44
70 04708207 $ 233,143 $ - $13,365.16 $13,365.15 17
71 04708208 $ 135,052 $ - $13,365.16 $13,365.15 10
72 04708209 $ 644,517 $ - $13,365.16 $8,959.32 72
73 04708219 $ 1,895,529 $ - $13,365.16 $8,959.32 212
74 04708228 $ 189,793 $ - $13,365.16 $13,365.15 14
75 04708222 $ 767,304 $ - $13,365.16 $13,365.15 57
76 04708223 $ 1,409,839 $ - $13,365.16 $13,365.15 105
77 04708235 $ 856,180 $ - $13,365.16 $13,365.15 64
78 04708236 $ 188,140 $ - $13,365.16 $13,365.15 14
79 04708225 $ 511,371 § - $13,365.16 $13,365.15 38
80 04708226 $ 508,181 $ - $13,365.16 $13,365.15 38
81 93284080 $ 568,658 $ - $6,683.55 $6,683.54 85
82 93284081 §$ 758,211 $ - $6,683.55 $6,683.54 113
83 04708231 $ 951,043 $ - $13,365.16 $13,365.15 71
84 04708330 $ 855,610 $ - $13,365.16 $13,365.15 64
85 04708331 $ 1,530,079 $ - $13,365.15 $13,365.15 114
86 04708302 $ 1,700,000 $ - $13,365.15 $13,365.15 127
87 04708333 $ 1,193,613 $ - $13,365.15 $13,365.15 89
88 04708332 $ 167,706 $ - $13,365.15 $13,365.15 13
89 93284021 $ 596,152 $ - $6,683.54 $6,683.53 89
90 93284022 $ 721,809 $ - $6,683.54 $6,683.53 108
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Assessor's Total Assessments as Assessments Value

Asmt Parcel True Existing Preliminarily as Confirmed to Lien

No. Number Value Liens Approved and Recorded Ratio
91 04708336 $ 1,472,500 $ - $15,186.55 $15,186.54 97
92 04708307 $ 626,121 $ - $14,275.85 $14,275.84 44
93 04708308 $ 293,481 $ - $14,275.85 $14,275.84 21
94 04708312 $ 418,033 $ - $13,125.50 $13,125.49 32
95 04708313 $ 3,993,895 $ - $13,125.50 $13,125.49 304
96 04708314 $ 229,374 $ - $17,439.32 $17,439.30 13
97 04708315 $ 2,497,123 $ - $13,067.98 $13,067.97 191
98 04708316 $ 693,789 $ - $13,365.15 $13,365.15 52
99 04708317 $ 402,934 $ - $13,365.15 $13,365.15 30
100 04708318 $ 1,147,563 $ - $13,365.15 $13,365.15 86
101 04708319 $ 620,238 $ - $13,365.15 $13,365.15 46
102 04708320 $ 917,026 $ - $13,365.15 $13,365.15 69
103 04708321 $ 684,820 $ - $13,365.15 $13,365.15 51
104 93284073 $ 1,220,674 $ - $6,685.45 $6,685.44 183
105 93284072 $ 467,524 $ - $6,685.45 $6,685.44 70
106 93284071 $ 510,909 $ - $6,685.45 $6,685.45 76
107 93284070 $ 529,689 $ - $6,685.45 $6,685.45 79
108 04708328 $ 1,149,612 $ - $13,365.15 $13,365.15 86
109 04708329 $ 684,820 $ - $13,365.15 $13,365.15 51
110 04709101 $ 963,909 $ - $13,365.15 $13,365.15 72
111 04709102 $ 1,797,702 $ - $13,365.15 $13,365.15 135
112 04709103 $ 389,377 $ - $13,365.15 $13,365.15 29
113 04709104 $ 95,557 $ - $13,365.15 $13,365.15 7
114 04709105 $ 129,254 $ - $13,365.15 $13,365.15 10
115 04709106 $ 831,250 $ - $13,365.15 $13,365.15 62
116 04709107 $ 1,092,816 $ - $13,365.15 $13,365.15 82
117 04709108 $ 1,558,000 $ - $15,642.85 $15,642.84 100
118 04709133 §$ 1,755,772 $ - $15,642.85 $15,642.84 112
119 04709110 $ 200,883 $ - $13,067.98 $13,067.97 15
120 04709111 $ 666,106 $ - $13,125.50 $13,125.49 51
121 04709112 $ 102,047 $ - $13,125.50 $13,125.49 8
122 04709113 $ 612,386 $ - $13,125.50 $13,125.49 47
123 04709114 $ 152,033 $ - $13,125.50 $13,125.49 12
124 04709115 $ 808,553 $ - $13,125.50 $13,125.49 62
125 04709116 $ 3,091,413 § - $13,125.50 $13,125.49 236
126 04709137 $ 1,564,962 $ - $13,125.50 $13,125.49 119
127 04709136 $ 4,493,206 $ - $13,129.33 $13,129.33 342
128 04709118 $ 1,734,870 $ - $13,265.46 $13,265.45 131
129 04709119 $ 892,790 $ - $13,656.58 $13,656.56 65
130 04709135 $ 165,866 $ - $13,704.51 $13,704.50 12
131 04709134 $ 576,713 $ - $13,752.44 $13,752.43 42
132 93284090 $ 398,954 $ - $6,911.69 $6,911.68 58
133 93284091 $ 1,202,914 $ - $6,911.69 $6,911.68 174
134 04709123 $ 185,099 $ - $13,848.30 $13,848.29 13
135 04709124 §$ 1,567,654 $ - $13,848.30 $13,848.29 113
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Asmt Parcel True Existing Preliminarily as Confirmed to Lien
No. Number Value Liens Approved and Recorded Ratio
136 04709125 $ 295,623 $ - $13,848.30 $13,848.29 21
137 04709126 $ 76,477 $ - $13,848.30 $13,848.29 6
138 04709131 §$ 1,200,000 $ - $14,145.47 $14,145.46 85
139 04709233 $ 1,223,976 $ - $12,786.15 $12,786.14 96
140 04709202 $ 1,229,532 $ - $13,365.15 $13,365.15 92
141 04709203 $ 565,467 $ - $13,365.15 $13,365.15 42
142 04709204 $ 1,400,000 $ - $13,365.15 $13,365.15 105
143 04709205 $ 1,548,800 $ - $13,365.15 $13,365.15 116
144 04709206 $ 442,107 $ - $13,365.15 $13,365.15 33
145 04709207 $ 718,251 $ - $13,365.15 $13,365.15 54
146 04709208 $ 244,861 $ - $13,365.15 $13,365.15 18
147 04709209 $ 260,866 $ - $13,365.15 $13,365.15 20
148 04709210 $ 1,000,020 $ - $17,590.78 $17,590.76 57
149 04709235 $ 3,637,368 $ - $12,406.54 $12,406.52 293
150 04709234 $ 1,622,845 $ - $12,406.54 $12,406.52 131
151 04709212 $ 645,729 $ - $12,406.54 $12,406.52 52
152 04709213 $ 1,755,285 $ - $12,406.54 $12,406.52 141
153 04709214 $ 229,605 $ - $16,001.37 $16,001.37 14
154 04709226 $ 508,565 $ - $12,406.54 $12,406.52 41
155 04709227 $ 107,623 $ - $12,406.54 $12,406.52 9
156 04709216 $ 1,114,419 §$ - $13,106.33 $13,106.31 85
157 04709217 $ 605,669 $ - $13,365.15 $13,365.15 45
158 04709218 $ 642,897 $ - $13,365.15 $13,365.15 48
159 04709219 $ 483,349 $ - $13,365.15 $13,365.15 36
160 04709220 $ 689,297 $ - $13,365.15 $13,365.15 52
161 04709238 $ 811,944 $ - $13,365.15 $13,365.15 61
162 04709236 $ 903,178 $ - $13,365.15 $13,365.15 68
163 04709237 $ 826,636 $ - $13,365.15 $13,365.15 62
164 04709229 $ 1,599,007 $ - $13,365.15 $13,365.15 120
165 04709228 $ 221,152 $ - $13,365.15 $13,365.15 17
166 04709224 $ 180,976 $ - $13,365.15 $13,365.15 14
167 04709225 $ 749,802 $ - $12,855.17 $12,855.16 58
168 04709301 $ 1,338,000 $ - $12,166.87 $12,166.86 110
169 04709302 $ 468,423 $ - $12,166.87 $12,166.86 38
170 04709303 $ 375,191 § - $12,166.87 $12,166.86 31
171 04709304 $ 1,133,936 $ - $12,166.87 $12,166.86 93
172 04709305 $ 406,038 $ - $12,166.87 $12,166.86 33
173 04709306 $ 256,867 $ - $12,166.87 $12,166.86 21
174 04709307 $ 64,043 $ - $12,166.87 $12,166.86 5
175 04709308 $ 95,108 $ - $12,166.87 $12,166.86 8
176 04709309 $ 244,895 $ - $12,166.87 $12,166.86 20
177 04709310 $ 1,249,475 $ - $12,166.87 $12,166.86 103
178 04709311 $ 327,892 $ - $12,166.87 $12,166.86 27
179 04709312 $ 438,611 $ - $11,982.81 $11,982.81 37
180 04709331 §$ 1,185,769 $ - $12,406.54 $12,406.52 96
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Assessor's Total Assessments as Assessments Value

Asmt Parcel True Existing Preliminarily as Confirmed to Lien

No. Number Value Liens Approved and Recorded Ratio
181 04709337 $ 3,304,614 $ - $12,406.54 $12,406.52 266
182 04709314 $ 620,491 $ - $12,406.54 $12,406.52 50
183 93284074 $ 59,647 $ - $6,204.22 $6,204.21 10
184 93284075 $ 463,783 $ - $6,292.34 $6,292.34 74
185 04709316 $ 2,349,927 $ - $12,406.54 $12,406.52 189
186 04709317 $ 3,073,832 $ - $12,406.54 $12,406.52 248
187 04709318 $ 1,229,532 § - $11,998.16 $11,998.15 102
188 04709319 $ 450,232 $ - $12,166.87 $12,166.86 37
189 04709320 $ 107,923 $ - $12,166.87 $12,166.86 9
190 04709321 $ 569,082 $ - $12,166.87 $12,166.86 47
191 04709322 $ 959,404 $ - $12,166.87 $12,166.86 79
192 04709323 $ 66,459 $ - $12,166.87 $12,166.86 5
193 04709324 $ 811,863 $ - $12,166.87 $12,166.86 67
194 04709333 $ 201,813 $ - $12,166.87 $12,166.86 17
195 04709334 $ 669,469 $ - $12,166.87 $12,166.86 55
196 04709327 $ 84,224 $ - $12,166.87 $12,166.86 7
197 04709328 $ 1,253,245 $ - $12,166.87 $12,166.86 103
198 04709329 $ 262,801 $ - $12,166.87 $12,166.86 22
199 04709401 $ 527,155 $ - $12,166.87 $12,166.86 43
200 04709402 $ 1,362,000 $ - $12,166.87 $12,166.86 112
201 04709403 $ 1,279,205 $ - $12,166.87 $12,166.86 105
202 04709404 $ 122,474 $ - $12,166.87 $12,166.86 10
203 04709405 $ 279,788 $ - $12,166.87 $12,166.86 23
204 04709406 $ 1,313,000 $ - $12,166.87 $12,166.86 108
205 04709429 $ 882,583 $ - $12,166.87 $12,166.86 73
206 04709428 $ 1,111,620 $ - $12,166.87 $12,166.86 91
207 04709408 $ 67,287 $ - $12,166.87 $12,166.86 6
208 04709409 $ 66,459 $ - $12,166.87 $12,166.86 5
209 04709410 $ 959,404 $ - $12,166.87 $12,166.86 79
210 04709411 $ 2,421,835 §$ - $11,975.15 $11,975.13 202
211 04709412 $ 119,691 $ - $12,406.54 $12,406.52 10
212 04709413 $ 2,169,195 $ - $12,406.54 $12,406.52 175
213 04709414 $ 1,341,706 $ - $12,406.54 $12,406.52 108
214 04709415 $ 3,638,620 $ - $12,406.54 $12,406.52 293
215 04709416 $ 1,159,932 § - $12,406.54 $12,406.52 93
216 04709417 $ 224,247 $ - $12,406.54 $12,406.52 18
217 04709418 $ 272,888 $ - $11,990.49 $11,990.48 23
218 04709419 $ 484,363 $ - $12,166.87 $12,166.86 40
219 04709420 $ 80,932 §$ - $12,166.87 $12,166.86 7
220 04709421 $ 731,522 $ - $12,166.87 $12,166.86 60
221 04709432 $ 435,407 $ - $12,166.87 $12,166.86 36
222 04709433 $ 968,981 $ - $12,166.87 $12,166.86 80
223 04709423 $ 370,670 $ - $12,166.87 $12,166.86 30
224 04709431 §$ 476,110 $ - $12,166.87 $12,166.86 39
225 04709430 $ 143,582 $ - $12,166.87 $12,166.86 12
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Assessor's Total Assessments as Assessments Value

Asmt Parcel True Existing Preliminarily as Confirmed to Lien

No. Number Value Liens Approved and Recorded Ratio
226 04709425 $ 103,318 $ - $12,166.87 $12,166.86 8
227 04709426 $ 1,136,941 §$ - $12,166.87 $12,166.86 93
228 04709427 $ 1,408,234 $ - $12,166.87 $12,166.86 116
229 04714101 $ 689,574 $ - $12,071.02 $12,071.00 57
230 04714102 $ 130,391 $ - $12,166.87 $12,166.86 11
231 04714103 $ 261,952 $ - $12,166.87 $12,166.86 22
232 04714104 §$ 862,209 $ - $12,166.87 $12,166.86 71
233 04714105 $ 577,004 $ - $12,166.87 $12,166.86 47
234 04714106 $ 867,661 $ - $12,166.87 $12,166.86 71
235 04714107 $ 499,230 $ - $12,166.87 $12,166.86 41
236 04714108 $ 1,544,056 $ - $12,166.87 $12,166.86 127
237 04714109 $ 71,884 $ - $12,166.87 $12,166.86 6
238 04714110 $ 1,127,731  § - $12,166.87 $12,166.86 93
239 04714111 $ 101,517 $ - $12,166.87 $12,166.86 8
240 04714112 $ 226,416 $ - $12,001.99 $12,001.99 19
241 04714113 § 101,209 $ - $12,406.54 $12,406.52 8
242 04714114 $ 101,209 $ - $12,406.54 $12,406.52 8
243 04714115 § 3,073,832 $ - $12,406.54 $12,406.52 248
244 04714116 $ 2,786,934 $ - $12,406.54 $12,406.52 225
245 04714117 § 695,287 $ - $12,406.54 $12,406.52 56
246 04714118 $ 3,800,000 $ - $12,406.54 $12,406.52 306
247 04714119 § 978,675 $ - $12,025.00 $12,024.98 81
248 04714120 $ 114,404 $ - $12,166.87 $12,166.86 9
249 04714121  $ 311,680 $ - $12,166.87 $12,166.86 26
250 04714130 $ 423931 $ - $12,166.87 $12,166.86 35
251 04714129 §$ 80,631 $ - $12,166.87 $12,166.86 7
252 04714123 $ 203,225 $ - $12,166.87 $12,166.86 17
253 04714124 $ 1,755,000 $ - $12,166.87 $12,166.86 144
254 04714125 $ 389,377 $ - $12,166.87 $12,166.86 32
255 04714132 $ 665,253 $ - $12,166.87 $12,166.86 55
256 04714131 § 1,413,962 $ - $12,166.87 $12,166.86 116
257 04714127 $ 692,923 $ - $12,166.87 $12,166.86 57
258 04714128 $ 888,615 $ - $11,562.94 $11,562.94 77
259 04714201 $ 772,412 $ - $15,853.75 $15,853.73 49
260 04714226 $ 934,925 $ - $13,365.15 $13,365.15 70
261 04714227 $ 1,750,000 $ - $13,365.15 $13,365.15 131
262 04714204 $ 942,203 $ - $13,365.15 $13,365.15 70
263 04714205 $ 1,850,000 $ - $13,365.15 $13,365.15 138
264 04714206 $ 982,146 $ - $13,365.15 $13,365.15 73
265 04714229 $ 1,524,715 $ - $13,365.15 $13,365.15 114
266 04714208 $ 1,450,000 $ - $13,365.15 $13,365.15 108
267 04714209 $ 1,477,513 § - $13,365.15 $13,365.15 111
268 04714210 $ 757,747 $ - $13,365.15 $13,365.15 57
269 04714211  § 1,193,796 $ - $13,119.75 $13,119.75 91
270 04714212 §$ 2,525,717 $ - $12,406.54 $12,406.53 204
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Assessor's Total Assessments as Assessments Value

Asmt Parcel True Existing Preliminarily as Confirmed to Lien

No. Number Value Liens Approved and Recorded Ratio
271 04714213 $ 2,976,584 $ - $12,406.54 $12,406.53 240
272 04714214 §$ 2,855,944 $ - $12,406.54 $12,406.53 230
273 04714215 $ 1,989,030 $ - $12,406.54 $12,406.53 160
274 04714228 $ 2,080,759 $ - $20,336.28 $20,336.27 102
275 04714222 $ 1,529,970 $ - $18,374.93 $18,374.92 83
276 04714223 $ 338,013 $ - $15,642.85 $15,642.84 22
277 04714224 $ 534,088 $ - $16,007.12 $16,007.11 33
278 04714225 $ 552,888 $ - $16,089.57 $16,089.56 34
$242,137,779 $ - $3,435,000.00 $3,426,186.00 71
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Table 2
Debt Limit Valuation
A. ESTIMATED BALANCE TO ASSESSMENT $3,426,186
B. UNPAID SPECIAL ASSESSMENTS $0 *
TOTALA&B $3,426,186
C. TRUE VALUE OF PARCELS $242,137,779 **
AVERAGE VALUE TO LIEN RATIO 711

* Unpaid Special Assessments shall consist of the total principal sum of all unpaid special
assessments previously levied or proposed to be levied other than in the instant proceedings.

** True Value of Parcels means the total value of the land and improvements as estimated and
shown on the last equalized roll of the County or as otherwise reasonably calculated.

This report does not represent a recommendation of parcel value, economic viability or financial
feasibility, as that is not the responsibility of the Assessment Engineer.

CERTIFICATION

I, the undersigned Assessment Engineer, do hereby certify that (i) the total amount of the principal
sum of the special assessments proposed to be levied, together with the principal amount of
previously levied special assessments, as set forth above, do not exceed one-half (1/2) the total true
value of the parcels proposed to be assessed, and (ii) the amount proposed to be assessed upon any
parcel does not exceed one-half of the true value of the parcel.

EXECUTED on December 22, 2015.

HARRIS & ASSOCIATES

ALISON M. BOULEY, P.E.

R.C.E. NO. C61383

ASSESSMENT ENGINEER

CITY OF NEWPORT BEACH

COUNTY OF ORANGE, STATE OF CALIFORNIA
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Exhibit 1
Method and Formula of Assessment Spread

Since the improvements are to be funded by the levying of assessments, the "Municipal Improvement
Act of 1913" and Article XIIID of the State Constitution require that assessments must be based on
the special benefit that the properties receive from the works of improvement. In addition, Section 4
of Article XIIID of the State Constitution requires that a parcel's assessment may not exceed the
reasonable cost of the proportional special benefit conferred on that parcel. Section 4 provides that
only special benefits are assessable and the local agency levying the assessment must separate the
general benefits from the special benefits. It also provides that parcels within a district that are
owned or used by any public agency, the State of California, or the United States shall not be exempt
from assessment unless the agency can demonstrate by clear and convincing evidence that those
publicly owned parcels in fact receive no special benefit. Neither the Act nor the State Constitution
specifies the method or formula that should be used to apportion the costs to properties in any special
assessment district proceedings.

The responsibility for recommending an apportionment of the costs to properties which specially
benefit from the improvements rests with the Assessment Engineer, who is appointed for the purpose
of making an analysis of the facts and determining the correct apportionment of the assessment
obligation. In order to apportion the assessments to each parcel in direct proportion with the special
benefit which it will receive from the improvements, an analysis has been completed and is used as
the basis for apportioning costs to each property within the Assessment District.

Based upon an analysis of the special benefit to be received by each parcel from the construction of
the works of improvement, the Assessment Engineer recommends the apportionment of costs as
outlined below. The final authority and action rests with the City Council after hearing all testimony
and evidence presented at a public hearing, and tabulating the assessment ballots previously mailed
to all record owners of property within the Assessment District. Upon the conclusion of the public
hearing, the City Council must make the final determination whether or not the assessment spread
has been made in direct proportion to the special benefits received by each parcel within the
Assessment District. Ballot tabulation will be done at that time and, if a majority of the returned
ballots weighted by assessment amount are not in opposition to the Assessment District, the City
Council may form the Assessment District.

The following sections set forth the methodology used to apportion the costs of the improvements to
each parcel.

SPECIAL BENEFITS

In further making the analysis, it is necessary that the properties receive a special benefit
distinguished from general benefits conferred on real property located in the District or to the public
at large.

The purpose of this Assessment District is to provide the financing to underground existing overhead
electrical, telephone and cable facilities as well as rehabilitate the affected portions of streets and
alleys within the District. These facilities are the direct source of service to the properties within the
Assessment District.
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The proposed replacement of existing overhead utility facilities (power, telephone and cable
facilities) with underground facilities and removal of the existing utility poles and the overhead wires
will provide a special benefit to the parcels connected to and adjacent to, or in near proximity of, the
facilities as follows:

* Improved Aesthetics Benefit. This benefit relates to the improved aesthetics of the streetscape due
to the removal of overhead wires and utility poles. For the purposes of this report, a street is
defined as either a street or alley. The removal of guy wires and other support structures related to
the overhead facilities are included in the definition of improved aesthetics. Properties that are
directly adjacent to overhead facilities receive an aesthetic benefit. This benefit is based on the
area of the parcel.

= Additional Safety Benefit. This benefit relates to the additional safety of having the overhead
distribution wires placed underground and having the power poles removed, which eliminates the
threat of downed utility lines and poles due to wind, rain and other unforeseeable events. Falling
facilities can lead to personal injuries and damage to structures, including fire. Properties
immediately adjacent to the facilities usually have a greater risk. Furthermore, in compact
communities like the Balboa Peninsula, the negative effects of falling lines and poles are more
widespread including blocked roadways and alleys, and property damage due to impact. Properties
that are adjacent to, or in proximity of, overhead facilities receive a safety benefit. This benefit is
equal for all parcels receiving this benefit and is therefore based on the average parcel area within
the assessment district boundary.

= Connection Benefit. This benefit relates to the enhanced reliability of service from the utilities
being underground, due to having all new wires and equipment and having that equipment
underground, which reduces the threat of service interruption from downed lines. When compared
to overhead systems, fewer outages occur due to various acts of nature, traffic collisions and
obstructions (such as trees). Properties that are connected to, or have the ability to connect to, the
facilities proposed to be undergrounded receive a connection benefit. This benefit is equal for all
parcels receiving this benefit and is therefore based on the average parcel area within the
assessment district boundary.

By virtue of such special benefits, the proposed improvements will provide a higher level of service,
increase the desirability of the properties and will specifically enhance the values of the properties
within the Assessment District. In addition, properties will receive easier access to garage parking
within the residential alleyways. Therefore, the proposed improvements are of direct and special
benefit to these properties.

GENERAL BENEFITS

Section 4 of Article XIIID requires that the general benefits imparted by the utility undergrounding
project be separated from the special benefits and that only the special benefit portion of the costs of
the project be assessed against those parcels which are identified as receiving special benefits.
Separating the general from the special benefits requires an examination of the facts and
circumstances of the project and the property being assessed.

In this particular assessment district, the streets and alleys along which the existing overhead utility
facilities are being undergrounded function as local and collector streets. No other roadways are
designated as an arterial, a major arterial or a scenic corridor in the Transportation Element of the
City’s General Plan. Furthermore, the City has an established network of arterial streets which
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appear to function as intended to provide for the movement of traffic around and through the
community at large without the need to utilize local collector streets for such purposes. Under these
circumstances, any use of the streets within the Assessment District as “through” streets is incidental.

With the exception of certain properties (Assessment Numbers 30, 274, 275, 277, and 278), the
properties situated within the Assessment District are used as residential. Under this circumstance,
the impacts, both visual and safety, are largely isolated to those properties (and the persons who
inhabit them) which front on these local streets and alleys, with only incidental impacts on those who
visit homes within the Assessment District or who pass through the Assessment District on trips
originating outside the boundary and having a destination outside the boundary.

Based on these facts and circumstances, any general benefits to the property within the Assessment
District in general, to the surrounding community and to the public at large from the project of
undergrounding these local overhead utility facilities on the local streets and alleys, such as to the
general public visiting in cars, on bikes or on foot, are incidental and do not exceed five percent (5%)
of the estimated project costs. This general benefit portion of the cost is more than offset by the
estimated 20 percent (20%) utility company contribution. Therefore, the remainder of the project
design and construction costs represents the local and special benefits to the parcels within the
Assessment District. Because only the net amount of $3,435,000 is apportioned to the parcels within
the District, no parcel is assessed more than its proportional share of the special benefits from the
improvements.

METHODOLOGY

Based upon the findings described above, the special benefit received by the properties within the
boundaries of the Assessment District is the conversion from an overhead to an underground utility
system resulting in additional safety, enhanced reliability, and improved aesthetics to the adjacent
properties.

Based on these conditions, it is our conclusion that the improvements specially benefit all assessed
properties in the Assessment District.

To establish the benefit to the individual parcels within the Assessment District, the highest and best
use of each property is considered. For example, a vacant property is considered developed to its
highest potential and connected to the system.

The more a property is developed, the more it benefits from the proposed improvements. Most of
properties within this Assessment District are zoned residential and some have one or two dwelling
units on them. There is a direct correlation between the size of a property and the extent to which a
property may develop. Because parcel size is one of the main limiting factors for what can be built on
a property, or the extent the property is developed, the size of each parcel is used as the base unit for
measuring benefit.

Consideration was given to reducing the amount of area assigned to parcels based upon the building
setbacks applicable to each parcel. Due to the combined factors of (a) significant variations in the
setback requirements, including front, side and rear setbacks, (b) availability of future variances from
currently applicable setback requirements as well as existing variances already in place, and (c)
significant variations inthe ratios between building size and lot size, it was concluded that
adjustments to parcel areas on account of setback requirements would not improve upon the
assessment methodology. Accordingly, no reductions have been made to parcel area based upon
applicable setback requirements or the existence of easements within those setbacks.
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The area of a condominium is calculated by taking the area of the base parcel and dividing by the
number of condominiums.

The special benefits from the undergrounding of overhead utilities are categorized into the three (3)
distinct benefits identified above. All parcels within the District, except for the few exceptions
identified below, receive 3 of the 3 benefits.

For the Improved Aesthetics Benefit the parcel area is multiplied by 1 to calculate the “Aesthetics
Benefit Area”.

For the “Additional Safety Benefit”, each parcel is considered to receive 1 unit of benefit. For
condominiums, each unit is assigned 0.5 safety benefit unit. The average parcel size, 2,298 square
feet, is multiplied by the safety benefit factor to calculate the “Safety Benefit Area”.

For the Connection Benefit, each lot is assigned 1 benefit unit. For condominiums, each unit is
assigned a 0.5 connection benefit. The average parcel area, 2,298 square feet, within the district is
multiplied by the benefit unit for each parcel to determine “Connection Benefit Area”.

The Assessed Benefit Area per parcel is equal to the Aesthetics Benefit Area plus the Safety Benefit
Area plus the Connection Benefit Area, divided by 3. See Appendix A for the assessment
calculations for each parcel within the District.

Exceptions

The following are parcels whose benefits do not fit the above methodology, as explained below.

1. Assessment Nos. 14 & 15. These properties are deemed to receive no Improved Aesthetic
Benefit from the undergrounding project, as they have no direct frontage on the utility lines being
undergrounded. The properties are considered to receive full Additional Safety and Connection
Benefits from the undergrounding project.

2. Assessment Nos. 72 & 73: These properties are deemed to receive no Additional Safety Benefit
from the undergrounding project, as there are no utility lines directly adjacent to the property.
The properties are considered to receive full Improved Aesthetics and Connection Benefits from
the undergrounding project.

3. 107 23" Street, 2300 to 2306 West Oceanfront, 2713 Balboa Boulevard, and 125 28" Street are
excluded from the assessment district boundary since their adjacent utilities will be
undergrounded by Southern California Edison through a Rule 20A process. They receive no
benefits from this Assessment District.

ASSESSMENT APPORTIONMENT

Each parcel will be apportioned its fair share of the construction costs based on the Assessed Benefit
Area calculated for each property.

Incidental Expenses and Financial Costs have been assessed to the entire Assessment District on a
prorata basis relative to the total construction cost allocations.
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The individual assessment calculations are provided in Appendix A. For particulars to the
Assessment Roll, reference is made to Table 1 in Part III of this report.

In conclusion, it is my opinion that the assessments for the referenced Assessment District have been
spread in direct accordance with the special benefits that each parcel receives from the works of
improvement.

DATED: December 22, 2015 HARRIS & ASSOCIATES

ALISON M. BOULEY, P.E.

R.C.E. No. C61383

ASSESSMENT ENGINEER

CITY OF NEWPORT BEACH

COUNTY OF ORANGE, STATE OF CALIFORNIA
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L , as CITY CLERK of the CITY OF NEWPORT
BEACH, CALIFORNIA do hereby certify that the foregoing Assessment, together with the Diagram
attached thereto, was filed in my office on the day of ,20

CITY CLERK

CITY OF NEWPORT BEACH

STATE OF CALIFORNIA

I, , as CITY CLERK of the CITY OF NEWPORT
BEACH, CALIFORNIA do hereby certify that the foregoing Assessment, together with the Diagram
attached thereto, was preliminarily approved by the City Council of the CITY OF NEWPORT
BEACH, CALIFORNIA, on the day of ,20

CITY CLERK
CITY OF NEWPORT BEACH
STATE OF CALIFORNIA

I, , as CITY CLERK of the CITY OF NEWPORT
BEACH, CALIFORNIA do hereby certify that the foregoing Assessment, together with the Diagram

attached thereto, was approved and confirmed by the City Council of said City on the day of
,20

CITY CLERK

CITY OF NEWPORT BEACH

STATE OF CALIFORNIA
I , as SUPERINTENDENT OF STREETS of the CITY OF NEWPORT
BEACH, CALIFORNIA do hereby certify that the foregoing Assessment, together with the Diagram
attached thereto, was recorded in my office on the day of ,2015.

SUPERINTENDENT OF STREETS
CITY OF NEWPORT BEACH
STATE OF CALIFORNIA

[ 1 ] . .
] Harris & Associates

153



City of Newport Beach December 22, 2015
Underground Utility Assessment District No. 111 (Newport Blvd / 23rd St/ Ocean Front W/ 31st St)
Final Engineer’s Report Page 22

Part IV
Annual Administrative Assessment

A proposed maximum annual administrative assessment shall be levied on each parcel of land and
subdivision of land within the Assessment District to pay for necessary costs and expenses incurred
by the CITY OF NEWPORT BEACH, and not otherwise reimbursed, resulting from the
administration and collection of assessments, from the administration or registration of any bonds
and reserve or other related funds, or both. The maximum assessment is authorized pursuant to the
provisions of Section 10204(f) of the Streets and Highways Code and shall not exceed fifty dollars
($50) per parcel per year, subject to an annual increase based on the Consumer Price Index (CPI),
during the preceding year ending in January, for all Urban Consumers in the Los Angeles, Riverside,
and Orange County areas. The exact amount of the administration charge will be established each
year by the Superintendent of Streets.

The annual administrative assessment will be collected in the same manner and in the same
installments as the assessment levied to pay for the cost of the works of improvement.
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Part V
Diagram of Assessment

A reduced copy of the Assessment Diagram is attached hereto. Full-sized copies of the Boundary
Map and Assessment Diagram are on file in the Office of the City Clerk, of the City of Newport
Beach.

As required by the Act, the Assessment Diagram shows the exterior boundaries of the Assessment
District and the assessment number assigned to each parcel of land corresponding to its number as it
appears in the Assessment Roll contained in Part III Table 1. The Assessor’s Parcel Number is also
shown for each parcel as they existed at the time of the passage of the Resolution of Intention and
reference is hereby made to the Assessor's Parcel Maps of the County of Orange for the boundaries
and dimensions of each parcel of land.
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ASSESSMENT DIAGRAM FOR
ASSESSMENT DISTRICT NO. 111
(NEWPORT BLVD / 23RD ST/ OCEAN FRONT W/ 31ST ST)
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Part Vi
Description of Facilities

Section 10100 of the Act provides for the legislative body of any municipality to finance certain
capital facilities and services within or along its streets or any public way or easement. The
following is a list of proposed improvements as allowed under the Act to be installed, or improved
under the provisions of the Act, including the acquisition of required right-of-way and/or property.
For the general location of the improvements to be constructed referenced is hereby made to the
Plans and Specifications described in Part I of this report.

The following improvements are proposed to be constructed and installed in the general location
referred to as Assessment District No. 111.

Acquisition of any required easements or rights-of-way.

Removal of existing utility poles.

Removal of overhead resident service drops.

Construction of mainline underground power, telephone and cable conduit, with appurtenant
manholes and pullboxes, and installation of cabling, wiring and other facilities.

5. Construction of service conduit and appurtenances.

=

The improvements will be designed by the Southern California Edison Company, AT&T and Time
Warner Cable. The utility companies will be responsible for inspecting the work for their facilities
and the City of Newport Beach will inspect the work to ensure conformance to City standards and
specifications where applicable.

The City will also construct additional pavement rehabilitation as needed for the project.

Once completed, the underground facilities will become the property and responsibility of Southern
California Edison Company, AT&T, and Time Warner Cable.

Each owner of property located within the Assessment District will be responsible for arranging for
and paying for work on his or her property necessary to connect facilities constructed by the public
utilities in the public streets and alleys to the points of connection on the private property.
Conversion of individual service connections on private property is not included in the work done by
the Assessment District.

The estimated time for completion of the undergrounding of the utilities is 36 months after the sale of
bonds. Property owners will be required to provide necessary underground connections within 120
days of the completion of the underground facilities.

Failure to convert individual service connections on private property may result in a recommendation
to the City Council that the public utilities be directed to discontinue service to that property pursuant
to Section 15.32 of the Municipal Code. Overhead facilities cannot be removed until all overhead
service has been discontinued.
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Right-of-Way Certificate

STATE OF CALIFORNIA
COUNTY OF ORANGE
CITY OF NEWPORT BEACH

The undersigned hereby CERTIFIES UNDER PENALTY OF PERJURY that the following is all
true and correct.

That at all time herein mentioned, the undersigned was, and now is, the authorized representative of
the duly appointed SUPERINTENDENT OF STREETS of the CITY OF NEWPORT BEACH,
CALIFORNIA.

That there have now been instituted proceedings under the provisions of Article XIIID of the
California Constitution, and the "Municipal Improvements Act of 1913," being Division 12 of the
Streets and Highways Code of the State of California, for the construction of certain public
improvements in a special assessment district known and designated as ASSESSMENT DISTRICT
NO. 111 (hereinafter referred to as the "Assessment District").

THE UNDERSIGNED STATES AND CERTIFIES AS FOLLOWS:

All easements or right-of-way necessary for the construction and installation of the public
improvements of the Assessment District either have been obtained or are in process of being
obtained and will be obtained and in the possession of the affected utility company, the City, the
County of Orange or the State of California prior to commencement of the construction and
installation of such public improvements.

EXECUTED this day of , 2015, at CITY OF NEWPORT BEACH,
CALIFORNIA.

SUPERINTENDENT OF STREETS

CITY OF NEWPORT BEACH

STATE OF CALIFORNIA

By:

DAVID WEBB, PE
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Certificate of Completion of Environmental Proceedings

STATE OF CALIFORNIA
COUNTY OF ORANGE
CITY OF NEWPORT BEACH

The undersigned, under penalty of perjury, CERTIFIES as follows:

1. That I am the person who authorized to prepare and process all environmental documentation as
needed as it relates to the formation of the special Assessment District being formed pursuant to
the provisions of the “Municipal Improvement Act of 1913 being Division 12 of the Streets and
Highways Code of the State of California, said special Assessment District known and
designated as UNDERGROUND UTILITY ASSESSMENT DISTRICT NO. 111 (hereinafter
referred to as the “Assessment District”).

2. The specific environmental proceedings relating to this Assessment District that have been
completed are as follows:

CEQA compliance review:

The proposed project is Categorically Exempt (Class 2) from the provisions of CEQA
(replacement or reconstructions).

3. I do hereby certify that all environmental evaluation proceedings necessary for the formation of
the Assessment District have been completed to my satisfaction, and that no further
environmental proceedings are necessary.

EXECUTED this day of , 2015, at CITY OF NEWPORT BEACH,
CALIFORNIA.
By:
DAVID WEBB, P.E.
CITY OF NEWPORT BEACH
STATE OF CALIFORNIA
[ L]
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Outline for Notice, Hearing and Assessment Ballot Procedures

Under Proposition 218 for Assessment Districts

1. Hearing on the engineer’s report must be preceded by at least 45 days mailed notice to the
affected property owners, and the mailed notice must include:

a. The total amount proposed to be assessed, and the amount to be assessed to the
specific parcel

b. The duration of payments
c. The reason for the assessment and the basis upon which the amount was calculated
d. The date time and place of the public hearing

e. A summary of the procedures for completion, return and tabulation of the assessment
ballots, the central feature of the protest procedures mandated by Prop. 218

bal

A statement that the assessment shall not be imposed if the assessment ballots
submitted in opposition to the assessment exceed those submitted in favor, with each
ballot weighted according to the amount of the proposed assessment on the parcel to
which the ballot pertains

2. Mailed notice must be accompanied by the assessment ballot, and the assessment ballot must
include:

a. The address to which the completed ballot may be returned, whether by mail or in
person

b. Identification of the parcel to which the ballot pertains or a place where the property
owner can identify the parcel

c. Identification of the property owner or a place where the owner can indicate his or her
name, together with a signature line where the ballot can be signed prior to being
returned

d. A place where the property owner can mark the ballot to indicate either support for or
opposition to the proposed assessment

3. On the face of the envelope mailed to the property owner, in which the notice and ballot are
enclosed, there shall appear in substantially the following form in no smaller than 16-point bold
type: “OFFICIAL BALLOT ENCLOSED.” An agency may additionally place the phrase “OFFICIAL
BALLOT ENCLOSED” on the face of the envelope mailed to the property owner, in which the
notice and ballot are enclosed, in a language or languages other than English.

4. The assessment ballot must be “in a form that conceals its contents once it is sealed by the
person submitting the ballot” and “ must remain sealed until the tabulation of ballots”
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10.

11.

12.

Ballots must be tabulated by “an impartial person designated by the agency who does not have
a vested interest in the outcome of the proposed assessment”, which may include the “clerk of
the agency” (i.e., City Clerk, Clerk of the Board of Supervisors, or District Secretary of the special
district). If ballots are tabulated by any other the ballots shall be unsealed and tabulated in
public view at the conclusion of the hearing so as to permit all interested persons to
meaningfully monitor the accuracy of the tabulation process.

Use of punchcard or bar-coded ballots is expressly permitted

Marked and signed ballots must be returned to the local agency in some manner which assures
receipt prior to the close of the public hearing; providing the property owners with a return
envelope is optional; if return envelopes are utilized, local agency should provide clear
statement of deadline for receipt of marked and signed ballots

Ballot previously filed may be changes or withdrawn prior to the conclusion of the public
hearing

At conclusion of the public hearing (including continuations, if any), ballots are tabulated, using
weighted tabulation by assessment amount; if conflicting ballots from co-owners of a parcel,
allocate weight in accordance with proportionality of ownership interests

Majority protest exists if ballots in opposition exceed ballot is support, and the proposed
assessment cannot be imposed if majority protest — no override permitted

Compliance with notice/ballot/hearing provision of Section 53753 dispenses with need to
comply with corresponding provisions of underlying statutory scheme, whether or not in conflict

During and after the tabulation, the assessment ballots and the information used to determine
the weight of each ballot shall be treated as disclosable public records, as defined in Section
6252, and equally available for inspection by the proponents and the opponents of the
proposed assessment. The ballots shall be preserved for a minimum of two years, after which
they may be destroyed
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LLL

<<Asmt No.>>

Assessment Ballot Enclosed

Do Not Open

until after the Public Hearing
(Assessment District No. 103)

CITY CLERK

CITY OF NEWPORT BEACH

3300 NEWPORT BLVD

NEWPORT BEACH, CA 92663-3884

Place
stamp
here

No. 9 Return Envelope
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CITY OF NEWPORT BEACH

PUBLIC WORKS DEPARTMENT
Stephen G. Badum, Director

June 12, 2009

Re: City of Newport Beach
Proposed Assessment District No. 103

Dear Property Owner:

The City Council of the City of Newport Beach has initiated proceedings to consider the formation of an
assessment district, designated as Assessment District No. 103 (the “Assessment District”) to finance the
conversion of the overhead elecirical and communication facilities to underground locations, together
with appurtenant work in connection therewith, which improvements will specially benefit the properties
within the boundaries of the proposed Assessment District. The City Council will also consider
designating the Assessment District area an underground utilities district pursuant to Chapter 15.32 of the
Code of Ordinances of the City of Newport Beach.

The City Council has scheduled a public hearing to receive testimony either in favor of or in opposition to
the proposed Assessment and the designation of the Assessment District area as an underground utilities
district. The public hearing will be held at the City Council Chambers, 3300 Newport Boulevard,
Newport Beach, California, on the following date and at the following time:

Public Hearing: July 28, 2009 at 7:00 p.m.

Enclosed with this letter you will find a copy of the formal legal notice for this public hearing. This notice
contains important information regarding the rights of the record owners of property within the proposed
Assessment District to be heard regarding the formation of the proposed Assessment District. It is
recommended that you read this letter and the notice carefully.

The record owners of property subject to the imposition of an assessment also have the right to express
their support of or opposition to the proposed assessment through an assessment ballot procedure. In
order to comply with this assessment ballot procedure, an assessment ballot and other materials are being
sent to you as one of the record owners within the Assessment District to give you the opportunity to
submit your ballot on the proposed assessment. The Assessment Ballot, which is the yellow piece of
paper with your name and address on it, shows the maximum assessment amount proposed for your

property.

One of the most important documents in this material is the Assessment Ballot. It must be marked,
signed and returned by mail or in person no later than the close of the public hearing on Tuesday,
July 28, 2009 to be counted. (Please see the enclosed documentation for where and when to return your
Assessment Ballot.)

The City will be authorized to form the Assessment District and impose the assessments only if a simple
majority or more of the assessment ballots submitted are in favor of the levy of the assessments. The
Assessment Ballots will be weighted based upon the amount of the assessment proposed to be levied
against individual parcels. Therefore, whether you are in favor of or in opposition to the Assessment
District, it is important that all record owners complete and submit their Assessment Ballots to the City
so that your support of or opposition to the Assessment District will be tabulated.

(over)

3300 Newport Boulevard - Post Office Box 1768 - Newport Beach, California 92658-8915
Telephone: (949) 644-3311 - Fax: (949) 644-3318 . www.city.newport-beach.ca.us
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10.

d. “aplace whére the property owner can mark the ballot to indicate either
support for or opposition to the proposed assessment

the assessment ballot must be “in a form that conceals its contents once it is
sealed by the person submitting the ballot” and “must remain sealed until the
tabulation of ballots” -

ballots must be tabulated by “an impartial person designated by the agency who
does not have a vested interest in the outcome of the proposed assessment”, which
may include the “clerk of the agency” (i.e., City Clerk, Clerk of the Board of
Supervisors, or District Secretary of the special district)

use of punchcard or bar-coded ballots is expressly permitted

marked and signed ballots must be returned to the local agency in some manner
which assures receipt prior to the close of the hearing; providing the property
owners with a return envelope is optional; if return envelopes are utilized, local
agency should provide clear statement of deadline for receipt of marked and
signed ballots

ballot previously filed may be changed or withdrawn prior to cénclusion of
hearing

at conclusion of hearing (including continuations, if any), ballots tabulated, using
weighted tabulation by amount of assessment; if conflicting ballots from co-
owners of a parcel, allocate weight in accordance with proportionality of
ownership interests '

majority protest exists if ballots in opposition exceed ballots in support, and
proposed assessment cannot be imposed if majority protest - no override
permitted

compliance with notice/ballot/hearing provisions of Section 53753 dispenses with
need to comply with corresponding prowsmns of underlying statutory scheme,
whether or not in conflict
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Notice to Property Owners and Assessment Ballot
for the proposed City of Newport Beach
Assessment District No. 103

I. Notice

This notice informs you, as a record owner of property within the proposed Assessment District, that on June 9, 2009, the City Council of the
City of Newport Beach adopted a Resolution of intention in which it declared its intention to form Assessment District No. 103 and has
scheduled a Public Hearing concerning the proposed Assessment District.

The Public Hearing will be held during a regular meeting of the City of Newport Beach City Council on
July 28, 2009, at 7:00 p.m.

or as soon thereafter as the matter may be heard, in the City Council Chambers located at 3300 Newport Blvd., Newport Beach, California. All
interested persons are invited to attend the Public Hearing and express opinions on the matter of the proposed Assessment.

Persons who wish fo submit an assessment ballot should mail or personally deliver it to the address shown below and in accordance with the
directions provided on the back of the ballot shown as: “Summary of Assessment Ballot Procedures.”

= Mail Delivery: If by mail, place the ballot in the mail in sufficient time to be received no later than July 28, 2008. If your ballot is not
received by this time, the ballot will not be counted. Please mail the ballot to the City Clerk at 3300 Newport Boulevard, Newport Beach,
CA 92663-3884.
Please note that postmarks will not be accepted.

m Personal Delivery: The ballot can be delivered to the City Clerk on or before the close of the Public Hearing on July 28, 2009, Please
deliver the ballot to the City Clerk at 3300 Newport Boulevard, Newport Beach, California.

Il. Assessment Information
1. Name of Assessment: Assessment District No. 103
2. The Total Proposed Assessment for the Whole Assessment District: $6,245,000.
3. Your Proposed Total Assessment: The proposed maximum assessment on your property is shown on the enclosed yellow ballot.

The proposed assessment upon each parcel also includes an amount to pay the annual administrative costs of the Assessment District
incurred by the City and not otherwise reimbursed. The maximum annual assessment for administrative costs shall not exceed $50 per
parcel, subject to an annual increase based on the increase in the Consumer Price Index. Approval of the Assessment District by the ballot
procedure will also approve the administrative cost assessment.

4. Duration of the Proposed Assessment: If the assessments are confirmed, you will be given a separate notice that you have the option
to pay all or part of the assessment in cash for at least 30 days. This will allow you to save certain bond costs and clear the property of
the assessment without any interest or penalty. If left unpaid, the assessments will continue to be collected in annual installments against
the properties in the Assessment District on the property tax bills as long as needed to pay installments of principal and interest on the
proposed assessment bonds, but not to exceed 15 years.

The proceedings for the formation of the Assessment District, the levy of assessments, and the designation of the Assessment District
area as an underground utilities district are being undertaken pursuant to the "Municipal Improvement Act of 1913" (Division 12 of the
California Streets and Highways Code ), Article XIIID of the Constitution of the State of California, and the Proposition 218 Omnibus
Implementation Act (section 53750 et seq. of the California Government Code) and ordinances of the City of Newport Beach. The bonds
to be issued will represent unpaid assessments in accordance with the “Improvement Bond Act of 1915" (Division 10 of the California
Streets and Highways Code). The assessments will be collected in installments over time, If the City Council approves the formation of
the Assessment District and the levy of assessments, a thirty (30) day cash collection period will follow, and, thereafter, bonds will be
issued to represent the unpaid assessments. The interest rate on the bonds, not to exceed 12% per annum, shall be determined at the
time of their sale.

5, Reason for the Assessment: The City of Newport Beach is proposing to levy assessments for the conversion of existing overhead
electrical and communication facilities to underground locations within the Balboa Peninsula Point area generally bounded by G Street /
East Balboa Boulevard / Channel Road / Ocean Boulevard, together with appurtenances and appurtenant work thereto, all to serve and
specially benefit the properties within Assessment District No. 103,

6. Calculation of the Assessment: The assessment is proposed on all parcels that receive direct and special benefit from the
undergrounding of overhead utilities.

The amount of each proposed assessment was calculated based upon the proportional special benefit received by each parcel to be
assessed. The exact method and formula of spreading the assessment is set forth in the Assessment Engineer's Report for the
Assessment District, a copy of which is on file with the City Clerk, available for inspection, and on the City's websita at-
www.city.newport-beach.ca.us/Pubworks/Assessment%20Districts/AD_103.htm
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Letter to Property Owner

Proposed Assessment District No. 103
June 12, 2009

Page 2

Enclosed in this package you will find the following documents to give you, as the record owner of
property subject to a possible assessment, the opportunity to submit an Assessment Ballot regarding this
proposed assessment:

1. Notice of Public Hearing

2. Official Assessment Ballot
(the yellow piece of paper with your name and address on it)

3. Instructions regarding submission of Assessment Ballots
4, Self-addressed Return Envelope

In order for your assessment ballot to be tabulated, it must be completed as described on the official ballot
and received either by mail or in person by the City Clerk, at any time prior to the conclusion of the
Public Hearing to be held on July 28, 2009:

® Mail Delivery: If by mail, place the ballot in the mail in sufficient time to be received no later than
July 28, 2009. If your ballot is not received by this time, the ballot will not be counted. Please mail
the ballot to the City Clerk at 3300 Newport Boulevard, Newport Beach, CA 92663-3884. Please
note that postmarks will not be accepted.

u Personal Delivery: The ballot can be delivered to the City Clerk at any time up to the close of the
Public Hearing on July 28, 2009, Please deliver the ballot to the City Clerk at 3300 Newport
Boulevard, Newport Beach, California.

The Public Works Department and the public utilities companies have scheduled an informal public
information meeting at which time plans will be made available and detailed questions may be asked
about the project in general or about your specific property. This informal public information meeting will
be held at the City Council Chambers, 3300 Newport Boulevard, Newport Beach, California the
following date and at the following time:

Informal Public Information Meeting: Tuesday, June 30, 2009, at 6:30 p.m.

If you have questions regarding this information, please call Iris Lee, Senior Civil Engineer, at (949) 644-
3323 Monday through Friday, between 8:00 a.m. and 5:00 p.m.

You may also email your questions to ILee@city.newport-beach.ca.us.

For more information, please see the City’s website at:
www.city.newport-beach.ca.us/Pubworks/Assessment%20Districts/AD_103.htm

Also, to get up-to-date information emailed to you, you can sign up for Assessment District “e-select” at
the City’s website at www.city.newport-beach.ca.us.

Thank you for your consideration of this issue.
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Notice to Property Owners and Assessment Ballot
for the proposed City of Newport Beach
Assessment District No. 103 :

Page 20of 3

The proposed replacement of existing overhead utility facilities (power, telephone and cable facilities) with underground facilities and
removal of the existing wood poles and the overhead wires will provide a special benefit to the parcels connected to and adjacent to the
facilities as follows:

= Improved Aesthetics Benefit. This benefit relates to the improved aesthetics of the streetscape due to the removal of overhead wires
and utility poles. The removal of gquy wires and other support structures related to the overhead facilities are included in the definition
of improved aesthetics. Properties that are adjacent to, or in proximity of, overhead facilities receive an aesthetic benefit.

* Additional Safety Benefit. This benefit relates to the additional safety of having the overhead distribution wires placed underground
and having the power poles removed, which eliminates the threat of downed utility lines and poles due to wind, rain and other
unforeseeable events. Falling faciliies can lead to personal injuries and damage to structures, including fire. Properties immediately
adjacent to the facilities usually have a greater risk. Furthermore, in compact communities like Balboa Peninsula, the negative effects
of falling lines and poles are more widespread including blocked roadways and alleys, and property damage due to impact. Properties
that are adjacent fo, or in proximity of, overhead facilities receive a safety benefit.

= Connection Benefit. This benefit relates to the enhanced reliability of service from the utilities being underground, due to having all
new wires and equipment and having that equipment underground, which reduces the threat of service interruption from downed lines.
When compared to overhead systems, fewer outages occur due to various acts of nature, traffic collisions and obstructions (such as
trees). Properties that are connected to, or have the ability to connect to, the facilities proposed to be undergrounded receive a
connection benefit.

Methodology

Based upon the findings described above, the special benefit received by the properties within the boundaries of the Assessment
District is the conversion from an overhead to an underground utility system resulting in additional safety, enhanced reliability, and
improved aesthetics to the adjacent properties.

Based on these conditions, it is our conclusion that the improvements specially benefit all assessed properties in the Assessment
District.

To establish the benefit to the individual parcels within the Assessment District, the highest and best use of each property is
considered. For example, a vacant property is considered developed to its highest potential and connected to the system.

The more a property is developed, the more it benefits from the proposed improvements. Most of properties within this Assessment
District are zoned residential and some have one or two dwelling units on them. There is a direct correlation between the size ofa
property and the extent to which a property may develop. Because parcel size is one of the main limiting factors for what can be
built on a property, or the extent the property is developed, the size of each parcel is used as the base unit for measuring benefit.

The area of each property has been rounded to the nearest 100 square feet (sf), which accounts for any minor area calculation
inconsistencies.

The area of a condominium is calculated by taking the area of the base parcel and dividing by the number of condominiums.

The special benefits from the undergrounding of overhead utilities are categorized into the three (3) distinct benefits identified
above. All parcels within the District, except for the few exceptions identified below, receive 3 of the 3 benefits (which is a factor of
1). Therefore, their rounded parcel areas are multiplied by 1 to calculate the ‘Assessed Parcel Area” on which costs are
apportioned.

Note: In 1995, Assessment Nos. 291, 292, 293, 294, 295, 296 and 297 were included in Assessment District No. 64. These
properties were previously assessed for their improved view of Newport Harbor due to the wires and poles being removed
adjacent to the City park across East Balboa Boulevard / Channel Road. These properties were nof assessed for improved
neighborhood aesthetics, improved safety or connection benefits associated from the previous undergrounding of the
overhead utilities, and were specifically given a credit, that was applied as a discount fo their calculated assessment amount,
to make sure they were not doubly assessed for the future undergrounding of the poles and wires serving their properties
(reference is made to pages 8 and 9 of Final Engineer's Report, dated June 1, 1995). Therefore, these properties receive full
benefits from this proposed undergrounding and are not considered to be assessed twice for the same benefits.
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Notice to Property Owners and Assessment Ballot
for the proposed City of Newport Beach
Assessment District No. 103

Page 3 of 3

[

Exceptions
The following are parcels whose benefits do not fit the above methodology, as explained below:

1.

3.

4.

Assessment Nos. 55, 223, 238, 275 and 354. The poles, wires and guy wires to be undergrounded are in close proximity to these
lots, although not directly adjacent; therefore, these properties are assigned 1/2 Aesthetic Benefits. However, because the poles
and wires are close enough to encroach on the property should they fall, these properties are considered to receive full Safety
Benefits. Therefore, theses parcels receive 2-1/2 of 3 benefits and their rounded property area is multiplied by a factor of 5/6.

Assessment Nos. 54 and 286. The poles, wires and guy wires to be undergrounded are nof in close proximity to these properties
and do not provide significant aesthetic benefits to these properties, nor would they encroach upon these properties should they fall,
Therefore, these properties are assigned 0 Aesthetic Benefits and 0 Safety Benefits. Therefore, these parcels receive 1 of 3 benefits
and their rounded property area is multiplied by a factor of 1/3.

Assessment No. 325. The poles, wires and guy wires to be undergrounded are in close proximity fo this parcel, although not directly
adjacent; therefore, this property is assigned 1/2 Aesthefic Benefits. Excluding guy wires, which are support structures to the
overhead faciliies and poles, the poles and wires to be undergrounded are not in close proximity to this property, and would not
encroach upon this property should they fall; therefore, this property is assigned 0 Safety Benefits. Therefore, this parcel receives 1-
1/2 of 3 benefits and its rounded property area is multiplied by a factor of1/2.

Assessment Nos. 97, 304 and the park property adjacent to Assessment No. 54. These properties are small neighborhood pocket-
parks with no potential for development that are not in close proximity to the poles and wires proposed to be undergrounded, nor are
they connected to the system to be undergrounded. Therefore, these properties are assigned 0 Aesthetic Benefits, 0 Safety
Benefits and 0 Connection Benefits .

Each parcel will be apportioned its fair share of the construction costs based on the Benefit Units assigned to it. Incidental Expenses and
Financial Costs have been assessed to the entire Assessment District on a prorata basis relative to the total construction cost
allocations.

The assessment shown on the ballot is the maximum amount that can be assessed. The assessment may be reduced by the bond
issuance amount of approximately 13% if the property owner decides to prepay the assessment prior to the bond sale.

Assessment Balloting Results: Assessment ballots are weighted proportionally by each parcel’s proposed assessment amount. If a
majority of the weighted ballots retuned oppose the Assessment District, then a majority protest exists and the assessment will not be
imposed and the utility undergrounding will not occur. If a majority protest does not exist, then the Assessment District may be
established, and the assessment amount shown on the enclosed ballot may be imposed.

ll. Underground Utility District

At the public hearing, the City will also consider whether or ot to designate the area of the proposed Assessment District as an underground
utilities district pursuant to Chapter 15.32 of the Code of Ordinances of the City of Newport Beach. In general, designation of the area as an
underground utilities district would require that utility companies and property owners place utility lines and connections underground. Each
owner of property located within the assessment district would be responsible for arranging for, and paying for, the work on his or
her property necessary fo connect facilities constructed by the public utilities on public rights-of-way to the points of connection
on their private property. The cost of the conversion of the individual service connections on private property is not included in the work to
be financed through the assessment district. Failure to convert individual service connections on private property may result in a fine, an
assessment for the conversion cost, or loss of service.

IV. Questions Regarding These Proceedings

If you have any questions about the proposed Assessment or this process, please call Iris Lee at (349) 644-3323, Monday through Friday,
8:00 a.m. - 5:00 p.m. Questions may also be e-mailed to [Lee@city.newport-beach.ca.us.
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City Clerk OFFICIAL ASSESSMENT BALLOT
City of Newport Beach City of Newport Beach

3300 Newport Bivd. Assessment District No. 103
Newport Beach, CA 92663-3884

«OWNER»

«MSTREET»

«MCITYSTZIP»
Assessment Number: «ASMT_NO»
Assessor's Parcel Number:  «APN»
Parcel Address: «SADD»

The proposed Maximum Assessment: «MAX_ASMT»

The person completing and submitting this assessment ballot must be the record owner of the property identified
above or the representative of the record owner of such property who is legally authorized to complete and
submit this ballot for and on behalf of the record owner, Please see “Summary of Assessment Balloting
Procedures” on the back of this ballot for assistance in filling out the ballot. If there are two or more property
owners, only one needs to sign and return the ballot.

Assessment Ballots Received without a signature will not be counted.

Upon completion, fold the assessment ballot, place it in the return envelope and seal the envelope. Mail or
deliver the assessment ballot to the address shown on the return envelope pursuant to the instructions on the
back of this ballot.

Please see the “Summary of Assessment Ballot Procedures” on the back of this sheet.
For additional information about Assessment District No. 103, please see the enclosed legal notice.

This is not a bill.

........................................................................................................................................

PROPERTY OWNER ASSESSMENT BALLOT
Assessment Number:  «ASMT_NO»
Assessor's Parcel Number:  «APN»
Owner Name: «OWNER»
Maximum Assessment for this Parcel:  «MAX_ASMT»

Yes, | am IN FAVOR of Assessment District No. 103 and the
levying of the Proposed Assessment and the annual

dministrati t t
administrative cost assessmen |0 A0

No, | am OPPOSED to Assessment District No. 103 and the
levying of the Proposed Assessment and the annual
administrative cost assessment

The undersigned certifies under penalty of perjury that the undersigned
is entitled to complete and submit this assessment ballot.

BALLOT

470
'ra

Signature of person completing assessment ballot Print name of person completing assessment ballot



SUMMARY OF ASSESSMENT BALLOT PROCEDURES

If you are the owner of the property described on the enclosed ballot, or the authorized representative of the record
owner, you may submit the enclosed ballot to the City to support or oppose the Assessment District. Please follow
the instructions below to complete and return your ballot.

i &

Mark “yes” or “no” on the enclosed ballot in favor or against the proposed Assessment District by placing an “X”
in the corresponding box.

Mark and sign your ballot. (Assessment Ballots received without a signature will not be counted.) .
Fold your ballot and place it into the provided return envelope, and seal the envelope.

Mail or personally deliver your ballot to the City Clerk of the City of Newport Beach, 3300 Newport Blvd.,
Newport Beach, CA 92663-3884. The City must receive mailed assessment ballots by July 28, 2009.
Postmarks will not be accepted.

Assessment Ballots must be received by the City Clerk priorto the close of the Public Hearing concerning the
proposed Assessment District on Tuesday, July 28, 2009, at the Newport Beach City Hall Council Chambers.
Any ballots received after the close of the Public Hearing cannot legally be counted.

Following the close of the Public Hearing, the City Clerk or designee will open and tabulate the assessment
ballots received. The ballots are weighted by the proposed assessment amount for each property.

The Assessment District may be confirmed unless a majority protest exists. A majority protest exists if, upon
the close of the July 28, 2009 Public Hearing, the monetary value of the ballots submitted in opposition to the
Assessment District exceeds the monetary value of the ballots submitted in favor of the Assessment District.

If a majority protest exists based upon the value of the ballots received by the City Clerk, prior to the close of
the July 28, 2009 Public Hearing, the Assessment District will not occur,

Once opened for tabulation following the close of the public hearing, your assessment ballot is a public record
and is subject to public disclosure.

The information in this notice and the accompanying materials were compiled and are distributed at public expense by the City of Newport
Beach in compliance with Proposition 218. This information is presented in the public interest. [t is not intended to influence or attempt to
influence the actions of the property owners to mark “yes” or “no” on the enclosed ballot.

180




EXECUTION COPY

ACQUISITION AGREEMENT
by and between
CITY OF CHINO
and
KB Home Coastal, Inc.
Dated as of March 1, 2013
Relating to:
CITY OF CHINO

COMMUNITY FACILITIES DISTRICT NO. 2006-3 OF THE CITY OF CHINO
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THIS ACQUISITION AGREEMENT (the “Acquisition Agreement”), dated as of March
1, 2013, is by and between the CITY OF CHINO, a municipal corporation and a political
subdivision of the State of California (the “City”), acting for and on behalf of itself and
Community Facilities District No. 2006-3 of the City of Chino (the “District”), and KB Home
Coastal, Inc. (the “Developer”).

ARTICLE I
DEFINITIONS

Section 1.1  Definitions.

The following terms shall have the meanings ascribed to them in this Section 1.1 for
purposes of this Acquisition Agreement. Unless otherwise indicated, any other terms, capitalized
or not, when used herein shall have the meanings ascribed to them in the Fiscal Agent
Agreement (as hereinafter defined).

“Acceptable Title” means title to land or interest therein, in form acceptable to the
Director, free and clear of all liens, taxes, assessments, leases, easements and encumbrances,
whether or not recorded, but subject to any exceptions determined by the Director as not
interfering with the actual or intended use of the land or interest therein. Notwithstanding the
foregoing, an irrevocable offer of dedication may constitute land with an “Acceptable Title” if:
(i) such offer is necessary to satisfy a condition to a tentative or final parcel map, (ii) such offer
is in a form acceptable to the Director, (iii) the Director has no reason to believe that such offer
of dedication will not be accepted by the applicable public agency, and (iv) the Developer
commits in writing not to allow any liens to be imposed on such property prior to its acceptance.

“Acceptance Date” means the date the City Council (or other public entity which is to
own a Facility) takes final action to accept dedication of or transfer of title to a Facility.

“Acquisition Agreement” means this Acquisition Agreement, together with any
Supplement hereto.

“Act” means the Mello-Roos Community Facilities Act of 1982, Sections 53311 et seq.
of the California Government Code, as amended.

“Actual Cost” means the substantiated cost of a Facility or a Discrete Component, which
costs may include: (i) the costs incurred by the Developer for the construction of such Facility or
Discrete Component, (ii) the costs incurred by the Developer in preparing the Plans for such
Facility or Discrete Component and the related costs of environmental evaluations of the Facility
or Discrete Component, (iii) the fees paid to governmental agencies or utilities for obtaining
permits, licenses or other governmental approvals for such Facility or Discrete Component, (iv)
professional costs incurred by the Developer or the City associated with such Facility or Discrete
Component, such as engineering, legal, accounting, inspection, construction staking, materials
testing and similar professional services; and (v) the costs directly related to the construction
and/or acquisition of a Facility or Discrete Component, such as costs of payment, performance
and/or maintenance bonds, and insurance costs (including costs of any title insurance required
hereunder).

#93019 v3
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“Affiliate” means any entity with respect to which fifty percent (50%) or more of the
ownership or voting power is held individually or collectively by any of the Developer and any
other entity owned, controlled or under common ownership or control by or with, as applicable,
the Developer, and includes all general partners of any entity which is a partnership. Control
shall mean ownership of fifty percent (50%) or more of the voting power of or ownership interest
in the respective entity.

“Bonds” means the bonds designated “Community Facilities District No. 2006-3 of the
City of Chino Special Tax Bonds”, to be issued by the District pursuant to the Act in one or more
series.

“Budgeted Cost” means the estimated cost of a Facility or Discrete Component as shown
on Exhibit B hereto.

“City” means the City of Chino, a municipal corporation and a political subdivision of
the State.

“County” means the County of San Bernardino, California.

“Developer” means KB Home Coastal, Inc. and its successors and assigns to the extent
permitted under Section 10.7 hereof.

“DIFs” means those development impact fees imposed on development within the
District, as specified in Exhibit B hereto.

“Director” means the Director of Public Works of the City, or his written designee acting
as such under this Acquisition Agreement.

“Discrete Component” means a component of a Facility that the Director has agreed can
be separately identified, inspected and completed, and be the subject of a Payment Request
hereunder. The Discrete Components are shown on Exhibit B hereto.

“District” means the Community Facilities District No. 2006-3 of the City of Chino,
created by the City under the Act.

“Facilities” means the public and other facilities described in Exhibit A hereto which are
to be acquired with the proceeds of the Bonds.

“Fiscal Agent” means a financial institution in its capacity as fiscal agent under the Fiscal
Agent Agreement, or any successor thereto acting as fiscal agent under the Fiscal Agent
Agreement.

“Fiscal Agent Agreement” means the agreement by that name between the City and the
Fiscal Agent, providing for, among other matters, the issuance of the Bonds and the
establishment of the Improvement Fund, as it may be amended from time to time.

“Improvement Fund” means the Acquisition and Improvement Fund established by the
Fiscal Agent.
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“Payment Request” means a document, substantially in the form of Exhibit D-hereto, to
be used by the Developer in requesting payment of a Purchase Price.

“Plans” means the plans, specifications, schedules and related construction contracts for
the Facilities and/or any Discrete Components thereof approved pursuant to the applicable
standards of the City or other entity that will own, operate or maintain the Facilities when
completed and acquired.

“Purchase Price” means the amount paid by the City for a Facility and/or any Discrete
Components thereof determined in accordance with Article V hereof, being an amount equal to
the Actual Cost of such Facility or Discrete Component, but subject to the limitations and
reductions provided for in Article V.

“Supplement” means a written document amending, supplementing or otherwise
modifying this Acquisition Agreement and any exhibit hereto, including any amendments to the
list of Discrete Components in Exhibit B, and/or the addition to Exhibit B of additional Facilities
(and Discrete Components) to be financed with the proceeds of the Bonds deposited in the
Improvement Fund eligible to be financed by the District.

ARTICLE I
RECITALS

Section 2.1  The District.

The City Council of the City has established the District under the Act for the financing
of, among other things, the acquisition, construction and installation of public facilities identified
in the proceedings to form the District, which include the Facilities listed in Exhibit A hereto and
the facilities authorized to be financed with the DIFs.

Section 2.2  The Development.

The Developer is developing all of the developable land within the District with
177 dwelling units in a development commonly known as “Meridian at the Preserve.”

Section 2.3 The Facilities.

The Facilities are within or in the vicinity of the District, and the City and the Developer
will benefit from a coordinated plan of design, engineering and construction of the Facilities and
the development of the land. The Developer acknowledges that the inclusion of Facilities in
Exhibit A hereto in no way, in itself, obligates the City to issue any Bonds to acquire the
Facilities from the Developer or implies that the City has in any way engaged the Developer to
construct the Facilities. The facilities which are eligible for acquisition by the City from the
Developer under this Acquisition Agreement are only the Facilities listed in Exhibit A hereto, as
such Exhibit may be amended and/or supplemented by any Supplement.
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Section 2.4  The Financing.

The Developer and the City wish to finance the DIFs and the acquisition of the Facilities
and the payment therefor by entering into this Acquisition Agreement for the acquisition of the
Facilities and payment for Discrete Components thereof as shown in Exhibit B hereto (as it may
be amended and supplemented by any Supplement) with the proceeds of the Bonds on deposit in
the Improvement Fund.

Section 2.5 The Bonds.

The City may proceed with the authorization and issuance of the Bonds in one or more
series under the Act and the Fiscal Agent Agreement, the proceeds of which Bonds shall be used,
in part, to finance the DIFs and acquisition of all or a portion of the Facilities. The execution by
the City of this Acquisition Agreement in no way obligates the City to issue any Bonds, or to
acquire any Facilities or finance any fees with proceeds of any Bonds issued, except the
Facilities and DIFs listed in Exhibit A and Exhibit B hereto which are to be acquired or financed
subject to the terms and conditions set forth in this Agreement.

Section 2.6 No Advantage to City Construction.

The City, by its approval of this Acquisition Agreement, has determined that it will
obtain no advantage from undertaking the construction by the City directly of the Facilities, and
that the provisions of this Acquisition Agreement require that the Facilities be constructed by the
Developer as if they had been constructed under the direction and supervision of the City. The
Developer hereby represents that it has experience in the supervision of the construction of
improvements of the character of the Facilities.

Section 2.7  Agreements.

In consideration of the mutual promises and covenants set forth herein, and for other
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the City
and the Developer agree that the foregoing recitals, as applicable to each, are true and correct and
further make the agreements set forth herein.

ARTICLE Il
FUNDING

Section 3.1  City Proceeding.

Upon the written request of the Developer, the Developer and the City staff shall meet
regarding the amount, timing and other material aspects of each series of the Bonds. The legal
proceedings for the issuance of the Bonds and the series, principal amounts, rates, terms,
conditions and timing of the sale of the Bonds shall be in all respects be solely determined by the
City Council of the City, acting as the governing body of the District, in its sole discretion;
provided that, subject to satisfaction of the applicable City financing policies, sound municipal
financing practices and the requirements of this Acquisition Agreement, the City shall use
reasonable efforts to issue and sell the Bonds in one or more series in an amount sufficient to
fund the Facilities and DIFs in accordance with this Acquisition Agreement and the Developer’s
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schedule for development of its property within the District. The authorized aggregate principal
amount of the Bonds is $8,500,000 and the currently estimated principal amount of the Bonds is
$6,000,000.

Section 3.2  Bonds.

The City, in connection with this Acquisition Agreement, is proceeding with the issuance
and delivery of the Bonds for the District. The City shall not be obligated to finance any DIFs or
pay the Purchase Price of the Facilities or any Discrete Components thereof except from amounts
on deposit in the Improvement Fund on or after the closing date of the Bonds. The City makes no
warranty, express or implied, that the proceeds of the Bonds deposited and held in the
Improvement Fund, including any investment earnings thereon deposited to the Improvement
Fund, will be sufficient for payment of the DIFs or the Purchase Price of all of the Facilities.

Section 3.3  Bond Proceeds.

The proceeds of the Bonds shall be deposited, held, invested, reinvested and disbursed as
provided in the Fiscal Agent Agreement. A portion of the proceeds of the Bonds will be set aside
under the Fiscal Agent Agreement in the Improvement Fund. Moneys in the Improvement Fund
shall be withdrawn therefrom in accordance with the provisions of the Fiscal Agent Agreement
and the applicable provisions hereof for payment of all or a portion of the DIFs and the costs of
construction and/or acquisition of the Facilities (including payment of the Purchase Price of
Discrete Components thereof), all as herein provided.

The Developer acknowledges that any lack of availability of amounts in the Improvement
Fund to pay the Purchase Price of Facilities or any Discrete Components thereof and/or the DIFs
shall in no way diminish any obligation of the Developer with respect to the construction of or
contributions for public facilities and mitigation measures required by this Acquisition
Agreement or any subdivision, development or other agreement to which the Developer is a
party, or any governmental approval to which the Developer or any land within the District is
subject.

Section 3.4  Disclosure of Special Tax.

Copies of the executed “Notices of Special Tax” required by California Government
Code Section 53341.5 provided to the purchaser of real property within the District shall be
provided to the Finance Director. The Finance Director’s receipt of such “Notices of Special
Tax” shall not be construed as City or District approval of the form of Notice or in any way
make the City or District liable for deficiencies in such “Notice of Special Tax.”

Prior to the Bonds being issued, the Developer will be required to provide all information
regarding the development of its property, including the financing plan for such development,
which is necessary to ensure that the official statement for such Bonds complies with the
requirements of all applicable federal and state securities laws, including without limitation
Rule 15¢2-12 and Rule 10(b)-5 of the Securities and Exchange Commission (the “Commission”).
Moreover, each property owner which is responsible for twenty percent (20%) or more of the
maximum special tax within the District at the time the Bonds are issued (each a “Major
Landowner”) will be required to enter into a continuing disclosure agreement to provide such
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continuing disclosure pertaining to the development of the land owned by such Major
Landowner in the District as necessary to assist the underwriter of the Bonds in complying with
the continuing disclosure requirements of Rule 15¢2-12 of the Commission.

ARTICLE IV
CONSTRUCTION OF FACILITIES

Section 4.1  Plans.

To the extent that it has not already done so, the Developer shall cause Plans to be
prepared for the Facilities. The Developer shall obtain the City’s written approval of the Plans in
accordance with applicable ordinances and regulations of the City and/or the public entity that
will own and operate the Facilities. Copies of all Plans shall be provided by the Developer to the
Director upon request therefor, and, in any event, a written assignment of the Plans for any
Facility shall be provided to the City prior to its acceptance of the Facility and as built drawings
shall be provided to the City within 60 days of such acceptance.

Section 4.2  Duty of Developer to Construct.

All Facilities and Discrete Components thereof to be acquired hereunder specified in
Exhibit B hereto, as amended from time to time, shall be constructed at the direction of the
Developer in accordance with the approved Plans following the solicitation of competitive bids
as provided in Section 4.3 hereof. The Developer shall employ at all times adequate staff or
consultants with the requisite experience necessary to bid, administer and coordinate all work
related to the design, engineering, acquisition, construction and installation of the Facilities to be
acquired by the City from the Developer hereunder.

The Developer shall be obligated: (i) to cause the construction and cause conveyance to
the City (or other applicable governmental agency) of all Facilities and Discrete Components
thereof listed in Exhibit B hereto, and (ii) to use its own funds to pay all costs thereof in excess
of the Purchase Prices thereof to be paid hereunder, if any.

Except as set forth in the following paragraph, the Developer shall not be relieved of its
obligation to cause the construction of each Facility and Discrete Component thereof listed in
Exhibit B hereto and convey each such Facility and Discrete Component to the City in
accordance with the terms, hereof, even if, (i) because of the limitations imposed by Section 5.6
hereof, the Purchase Price for such Discrete Component or Facility is less than the Actual Cost,
or cost to the Developer, of such Discrete Component or Facility, or (ii) there are no funds or
insufficient funds in the Improvement Fund to pay the Purchase Prices thereof, and, in any event,
this Acquisition Agreement shall not affect any obligation of any owner of land in the District
under any agreement or any governmental approval to which any land within the District is
subject, with respect to the public improvements required in connection with the development of
the land within the District. Such obligation of the Developer to construct and convey such
Facilities, and pay the costs thereof in excess of available monies in the Improvement Fund, shall
be an obligation of the Developer as a party to this Acquisition Agreement.
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Section 4.3  Relationship to Public Works.

This Acquisition Agreement is for the acquisition by the City of the Facilities and
payment for Discrete Components thereof listed in Exhibit B hereto from moneys in the
Improvement Fund and is not intended to be a public works contract. The City and the Developer
agree that the Developer shall publicly and competitively bid pursuant to the applicable
provisions of the Public Contracts Code and award all contracts for the construction of the
Facilities and the Discrete Components thereof listed in Exhibit B hereto and that this
Acquisition Agreement is necessary to assure the timely and satisfactory completion of the
Facilities.

Notwithstanding the foregoing, the Developer shall competitively bid and award all
contracts for construction of the Facilities listed in Exhibit B hereto, as amended from time to
time, and materials related thereto by means of a competitive bid process acceptable to the
Director. The Developer shall establish a list of written criteria acceptable to the Director
(including experience, ability to perform on schedule and financial ability) to determine qualified
contractors for any contract. Formal bids need be requested from only those entities on the list of
qualified contractors determined by such criteria; and if no such list is established for any
specific Facility or Discrete Component thereof; the Developer shall endeavor to obtain at least
three bids for such Facility or Discrete Component thereof by means of a bidding process
acceptable to the Director. Bids for each Discrete Component shall be submitted in sealed
envelopes to the Developer prior to the time and date prescribed for bid opening. The Developer
shall open the bids immediately following the submittal deadline. The Director or his designee
may be present at all bid openings and may direct that all bids be submitted to him. Upon written
request of the Director, the Developer shall provide an analysis of bids for construction and
materials for the Facilities, constructed or to be constructed by or under the supervision of the
Developer. The Developer shall award each bid to the lowest responsible bidder.

From time to time at the request of the Director, the Developer shall meet and confer with
City staff, consultants and contractors regarding matters arising hereunder with respect to the
Facilities, Discrete Components and the progress in constructing and acquiring the same, and as
to any other matter related to the Facilities or this Acquisition Agreement. The Developer shall
advise the Director in advance of any coordination and scheduling meetings to be held with
contractors relating to the Facilities, in the ordinary course of performance of an individual
contract. The Director or the Director’s designated representative shall have the right to be
present at such meetings, and to meet and confer with individual contractors if deemed advisable
by the Director to resolve disputes and/or ensure the proper completion of the Facilities.

Section 4.4  Independent Contractor.

In performing this Acquisition Agreement, the Developer is an independent contractor
and not the agent or employee of the City. The City shall not be responsible for making any
payments to any contractor, subcontractor, agent, consultant, employee or supplier of the
Developer.
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Section 4.5  Performance and Payment Bonds.

The Developer agrees to comply with all applicable performance and mechanics and
materialmen bonding requirements of the City (and other applicable public entities and/or public
utilities) with respect to the construction of the Facilities, as requested by the City.

Section 4.6  Contracts and Change Orders.

The Developer shall be responsible for entering into all contracts and any supplemental
agreements (commonly referred to as “change orders”) required for the construction of the
Facilities listed in Exhibit B hereto, as amended from time to time, and all such contracts and
change orders shall be submitted to the Director. Prior approval of change orders by the Director
shall only be required for such change orders which in any way materially alter the quality or
character of the subject Facilities, or which involve an amount equal to the greater of ten percent
(10%) of the amount of the bid for the Facility involved or $25,000. The City expects that such
change orders needing prior approval by the Director will be approved or denied (any such
denial to be in writing, stating the reasons for denial and the actions, if any, that can be taken to
obtain later approval) within ten (10) business days of receipt by the Director thereof. Any
change order approved by the Director of a supplemental agreement shall in no way affect the
Budgeted Costs listed in Exhibit B for any related Facility or Discrete Component, but to the
extent that it increases the Actual Cost of a Facility or Discrete Component, such increased cost
may be payable as part of the Purchase Price of the related Facility or Discrete Component as
provided in Section 5.6(a) hereof.

Section 4.7  Time for Completion.

The Developer agrees that this Acquisition Agreement is for the benefit of the City and
the Developer and, therefore, the Developer represents that it expects to complete the Facilities
and to have requested payment for the Facilities under this Acquisition Agreement within
eighteen (18) calendar months from the date of the closing of the Bonds. Any failure to complete
the Facilities within said time period shall not, however, in itself, constitute a breach by the
Developer of the terms of this Acquisition Agreement.

The Developer agrees to use its good faith efforts to complete all Facilities within
eighteen (18) calendar months from the date of closing of the Bonds.

ARTICLE V
ACQUISITION AND PAYMENT

Section 5.1  Inspection.

No payment hereunder shall be made by the City to the Developer for a Facility or
Discrete Component thereof until the Facility or Discrete Component thereof has been inspected
and found to be completed in accordance with the approved Plans by the City or other applicable
public entity or utility. The City shall make or cause to be made periodic site inspections of the
Facilities to be acquired hereunder on a timely basis; provided that in no event shall the City
incur any liability for any delay in the inspection of any Facilities or Discrete Components. For
Facilities to be acquired by other public entities or utilities, the Developer shall be responsible

-8-

189
DOCS0OC/1605115/022141-0005



for obtaining such inspections and providing written evidence thereof to the Director. The
Developer agrees to pay all inspection, permit and other similar fees of the City applicable to
construction of the Facilities.

Section 5.2  Agreement to Sell and Acquire Facilities.

The Developer hereby agrees to sell the Facilities and Discrete Component listed in
Exhibit B hereto to the City (or other applicable public agency that will own such Facility and
Discrete Component), and the City hereby agrees to use amounts in the Improvement Fund to
pay the Purchase Prices thereof to the Developer, subject to the terms and conditions hereof. The
City shall not be obligated to acquire any Facility or Discrete Component until the Facility or
Discrete Component is completed and the Acceptance Date for such Facility has occurred,;
provided that the City has agreed hereunder to make payments to the Developer for certain
Discrete Components of Facilities as shown in Exhibit B hereto, as it may be supplemented by
any Supplement. The Developer acknowledges that the Discrete Components have been
identified for payment purposes only, and that the City (or other applicable public agency that
will own a Facility) shall not accept a Facility of which a Discrete Component is a part until the
entire Facility has been completed. The City acknowledges that the Discrete Components do not
have to be accepted by the City (or other applicable public agency that will own a Facility) as a
condition precedent to the payment of the Purchase Price therefor, but any such payment shall
not be made until the Discrete Component has been completed in accordance with the Plans
therefor, as determined by the Director. In any event, the City shall not be obligated to pay the
Purchase Price for any Facility or Discrete Component except from the moneys in the
Improvement Fund.

Section 5.3  Payment Requests.

In order to receive the Purchase Price for a completed Facility or Discrete Component,
inspection thereof under Section 5.1 shall have been made and the Developer shall deliver to the
Director: (i) a Payment Request in the form of Exhibit D hereto for such Facility or Discrete
Component, together with all attachments and exhibits required by Exhibit D and this Section 5.3
to be included therewith (including, but not limited to Attachments 1 and 2 to Exhibit D), and (ii)
if payment is requested for a completed Facility, (a) if the property on which the Facility is
located is not owned by the City (or other applicable public agency that will own the Facility) at
the time of the request, a copy of the recorded documents conveying to the City (or other
applicable public agency that will own the Facility) Acceptable Title to the real property on, in or
over which such Facility is located, as described in Section 6.1 hereof, (b) a copy of the recorded
notice of completion of such Facility (if applicable), (c) to the extent paid for with the proceeds
of the Bonds, an assignment to the District of any reimbursements that may be payable with
respect to the Facility, such as public or private utility reimbursements, and (d) an assignment of
warranties and guaranties for such Facility, as described in Section 6.5 hereof, in a form
acceptable to the City.

Section 5.4  Processing Payment Requests.

Upon receipt of a Payment Request (and all accompanying documentation), the Director
shall conduct a review in order to confirm that such request is complete, that such Discrete
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Component or Facility identified therein was constructed in accordance with the Plans therefor,
and to verify and approve the Actual Cost of such Discrete Component or Facility specified in
such Payment Request. The Director shall also conduct such review as is required in his
discretion to confirm the matters certified in the Payment Request. The Developer agrees to
cooperate with the Director in conducting each such review and to provide the Director with
such additional information and documentation as is reasonably necessary for the Director to
conclude each such review. For any Facilities to be acquired by another public entity or utility,
the Developer shall provide evidence acceptable to the Director that such Facilities are
acceptable to such entity or utility. Within ten (10) business days of receipt of any Payment
Request, the Director expects to review the request for completeness and notify the Developer
whether such Payment Request is complete, and, if not, what additional documentation must be
provided. If such Payment Request is complete, the Director expects to provide a written
approval or denial (specifying the reason for any denial) of the request within twenty (20)
calendar days of its submittal. If a Payment Request seeking reimbursement for more than one
Facility or Discrete Component is denied, the Director shall state whether the Payment Request
is nevertheless approved and complete for any one or more Facilities or Discrete Components
and any such Facilities or Discrete Components shall be processed for payment under Section
5.5 notwithstanding such partial denial. The City’s internal cost of staff processing of Payment
Requests shall be reimbursed either from the amount set aside therefor from the proceeds of the
Bonds or from amounts which are within the Budgeted Cost for such Facilities or Discrete
Components. The District’s Costs associated with the acquisition of Facilities and processing of
Payment Requests shall be reimbursed from the Improvement Fund from amounts advanced by
the Developers to the extent insufficient funds are on deposit in the Improvement Fund, which
advances may be later reimbursed to the Developers out of the Improvement Fund.

Section 5.5  Payment.

Upon approval of the Payment Request by the Director, the Director shall sign the
Payment Request and forward the same to the Finance Director of the City. Upon receipt of the
reviewed and fully signed Payment Request, the Finance Director of the City shall, within the
then current City financial accounting payment cycle but in any event within ten (10) business
days of receipt of the approved Payment Request, cause the same to be paid by the Fiscal Agent
under the applicable provisions of the Fiscal Agent Agreement or Bond Resolution, to the extent
of funds then on deposit in the Improvement Fund. Any approved Payment Request not paid due
to an insufficiency of funds in the Improvement Fund, shall be paid promptly following the
deposit into the Improvement Fund of proceeds of any investment earnings or other amounts
transferred to the Improvement Fund under the terms of the Fiscal Agent Agreement.

The Purchase Price paid hereunder for any Facility or Discrete Component shall
constitute payment in full for such Facility or Discrete Component, including, without limitation,
payment for all labor, materials, equipment, tools and services used or incorporated in the work,
supervision, administration, overhead, expenses and any and all other things required, furnished
or incurred for completion of such Facility or Discrete Component, as specified in the Plans.
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Section 5.6  Restrictions on Payments.

Notwithstanding any other provisions of this Acquisition Agreement, the following
restrictions shall apply to any payments made to the Developer under Sections 5.2 and 5.5
hereof:

@ Amounts of Payments.

Subject to the following paragraphs of this Section 5.6, payments for each Discrete
Component or Facility will be made only in the amount of the Purchase Price for the respective
Discrete Component or Facility whether or not the Actual Cost exceeds the Budgeted Cost
therefor. Any savings attributable to the Actual Cost being less than Budgeted Cost which are not
disbursed under the previous sentence to cover unreimbursed Actual Costs or as otherwise
consented to by the Developer shall be carried forward to be credited against future cost
overruns, or costs related to supplemental agreements (change orders).

Nothing herein shall require the City in any event (i) to pay more than the Actual Cost of
a Facility or Discrete Component, or (ii) to make any payment beyond the available funds in the
Improvement Fund. The parties hereto acknowledge and agree that all payments to the
Developer for the Purchase Prices of Facilities or Discrete Components are intended to be
reimbursements to the Developer for monies already expended or for immediate payment by the
Developer (or directly by the City) to third parties in respect of such Facilities and/or Discrete
Components.

(b) Joint or Third Party Payments.

The City may make any payment jointly to the Developer and any mortgagee or trust
deed beneficiary, contractor or supplier of materials, as their interests may appear, or solely to
any such third party, if the Developer requests the same in writing.

(©) Withholding Payments.

The City shall be entitled, but shall not be required, to withhold any payment hereunder
for a Discrete Component or a Facility if the Developer or any Affiliate is delinquent in the
payment of ad valorem real property taxes, special assessments or taxes, or special taxes levied
in the District. In the event of any such delinquency, the City shall only make payments
hereunder, should any be made at the City’s sole discretion, directly to contractors or other third
parties employed in connection with the construction of the Facilities or to any assignee of the
Developer’s interests in this Acquisition Agreement (and not to the Developer or any Affiliate),
until such time as the Developer provides the Director with evidence that all such delinquent
taxes and assessments have been paid.

The City shall withhold payment for any Discrete Component or Facility constructed on
land, until Acceptable Title to such land is conveyed to the City or other public entity that will
own the respective Facility, as described in Article VI hereof.

The City shall be entitled to withhold any payment hereunder for a Discrete Component
that is the subject of a Payment Request until it is satisfied that any and all claims for labor and
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materials have been paid by the Developer for the Discrete Component that is the subject of a
Payment Request, or conditional lien releases have been provided by the Developer for such
Discrete Component. The City, in its discretion, may waive this limitation upon the provision by
the Developer of sureties, undertakings, securities and/or bonds of the Developer or appropriate
contractors or subcontractors and deemed satisfactory by the Director to assure payment of such
claims.

The City shall be entitled to withhold payment for any Facility or Discrete Component
hereunder to be owned by the City until: (i) the Director determines that the Facility is ready for
its intended use, (ii) the Acceptance Date for the Facility has occurred and the requirements of
Section 6.1, if applicable to such Facility, have been satisfied, and (iii) a Notice of Completion
executed by the Developer, in a form acceptable to the Director, has been recorded for the
Facility and general lien releases conditioned solely upon payment from the proceeds of the
Bonds to be used to acquire such Facility (or final Discrete Component) have been submitted to
the Director for the Facility. The City hereby agrees that the Developer shall have the right to
post or cause the appropriate contractor or subcontractor to post a bond with the City to
indemnify it for any losses sustained by the City because of any liens that may exist at the time
of acceptance of such a Facility, so long as such bond is drawn on an obligor and is otherwise in
a form acceptable to the Director. The City shall be entitled to withhold payment for any Facility
(or the final Discrete Component of any such Facility) to be owned by other governmental
entities, until the Developer provides the Director with evidence that the governmental entity has
accepted dedication of and/or title to the Facility. If the Director determines that a Facility is not
ready for intended use under (i) above, the Director shall so notify the Developer as soon as
reasonably practicable in writing specifying the reason(s) therefor.

Nothing in this Acquisition Agreement shall be deemed to prohibit the Developer from
contesting in good faith the validity or amount of any mechanics or materialman’s lien nor limit
the remedies available to the Developer with respect thereto so long as such delay in
performance shall not subject the Facilities or any Discrete Component thereof to foreclosure,
forfeiture or sale. In the event that any such lien is contested, the Developer shall only be
required to post or cause the delivery of a bond in an amount equal to the amount in dispute with
respect to any such contested lien, so long as such bond is drawn on an obligor and is otherwise
in a form acceptable to the Director.

(d) Retention.

The City shall withhold in the Improvement Fund an amount equal to ten percent (10%)
of the Purchase Price of each Discrete Component to be paid hereunder. Any such retention will
be released to the Developer upon final completion and acceptance of the related Facility.

Notwithstanding the foregoing, the Developer shall be entitled to payment of any such
retention upon the completion and acceptance of a Discrete Component, if securities meeting the
requirements of the California Public Contracts Code are deposited in lieu thereof in accordance
with Section 6.5 hereof. Payment of any retention shall also be contingent upon the availability
of monies in the Improvement Fund therefore. No retention shall apply if the Developer proves
to the Director’s satisfaction that the Developer’s contracts for the Discrete Components provide
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for the same retention as herein provided, so that the Purchase Price paid for the Discrete
Component is at all times net of the required retention.

(e) Frequency.

Unless otherwise agreed to by the Director, no more than one Payment Request shall be
submitted by the Developer in any calendar month.

Section 5.7  Defective or Nonconforming Work.

If any of the work done or materials furnished for a Facility or Discrete Component are
found by the Director to be defective or not in accordance with the applicable Plans: (i) and such
finding is made prior to payment for the Purchase Price of such Facility or Discrete Component
hereunder, the City may withhold payment therefor until such defect or nonconformance is
corrected to the satisfaction of the Director, or (ii) and such finding is made after payment of the
Purchase Price of such Facility or Discrete Component, the City and the Developer shall act in
accordance with the City’s standard specification for public works construction.

Section 5.8  Modification of Discrete Components.

The Developer may submit to the Director one revised Exhibit B for the purpose of
updating the Budgeted Costs for one or more Discrete Components and Facilities or identifying
other DIFs that are eligible to be financed and such revised Exhibit B shall replace the original
Exhibit B in its entirety; provided however, that the total Budgeted Costs identified in Exhibit B
shall not change. In addition, upon written request of the Developer, the Director shall consider
modification of the description of any Discrete Component or the addition of a new Facility or
Discrete Component. Any such modification shall be subject to the written approval of the
Director, and shall not diminish the overall facilities to be provided by the Developer hereunder
(in a material way such that the change invalidates any of the assumptions used in the appraisal
conducted to sell the Bonds) or in any way increase the total Budgeted Costs identified in Exhibit
B. It is expected that any such modification will be solely for purposes of dividing up the work
included in any Discrete Component for purposes of acceptance and payment, for example: (i)
separation of irrigation and landscaping from other components of a Discrete Component, or (ii)
modifications to allow for payment for roadway improvements prior to completion of the top
course of paving. In most instances, the Director will only approve modification for payment
purposes when there will be an unusual period of time between the completion and acceptance of
such divided work or to better implement the phasing of the overall construction of the Facilities;
but no such circumstances shall in any way obligate the Director to approve such modification.

ARTICLE VI
OWNERSHIP AND TRANSFER OF FACILITIES

Section 6.1  Facilities to be Owned by the City-Conveyance of Land and Easements to City.

Acceptable Title to all property on, in or over which each Facility to be acquired by the
City will be located, shall be deeded over to the City by way of grant deed, or dedication of such
property, or easement thereon, if such conveyance of interest is approved by the City as being a
sufficient interest therein to permit the City to properly own, operate and maintain such Facility
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located therein, thereon or thereover, and to permit the Developer to perform its obligations as
set forth in this Acquisition Agreement. The Developer agrees to assist the City in obtaining such
documents as are required to obtain Acceptable Title. Completion of the transfer of title to land
shall be accomplished prior to the payment of the Purchase Price for a Facility (or the last
Discrete Component thereof) and shall be evidenced by recordation of the acceptance thereof by
the City Council or the designee thereof.

Section 6.2  Facilities to be Owned by the City-Title Evidence.

Upon the request of the City, the Developer shall furnish to the City a preliminary title
report for land with respect to Facilities to be acquired by the City and not previously dedicated
or otherwise conveyed to the City, for review and approval at least fifteen (15) business days
prior to the transfer of the Acceptable Title to a Facility to the City. The City shall approve the
preliminary title report unless it reveals a matter which, in the judgment of the City, could
materially affect the City’s use and enjoyment of any part of the property or easement covered by
the preliminary title report. In the event the City does not approve the preliminary title report, the
City shall not be obligated to accept title to such Facility or pay the Purchase Price for such
Facility (or the last Discrete Component thereof) until the Developer has cured such objections to
title to the reasonable satisfaction of the City. In the event the Developer cannot cure such
objections to title, City agrees to consider the use of eminent domain pursuant to Section 6.3
hereof for such purpose.

Section 6.3  Facilities Constructed on Private Lands.

If any Facilities to be acquired are located on privately-owned land, the owner thereof
shall retain title to the land and the completed Facilities until acquisition of the Facilities under
Article V hereof. Pending the completion of such transfer, the Developer shall not be entitled to
receive any payment for any such Facility or the last Discrete Component thereof. The
Developer shall, however, be entitled to receive payment for Discrete Components (other than
the last Discrete Component) upon making an irrevocable offer of dedication of such land in
form and substance acceptable to the Director. Notwithstanding the foregoing, upon written
request of the City before payment for any Discrete Component of such a Facility, the Developer
shall convey or cause to be conveyed Acceptable Title thereto in the manner described in
Sections 6.1 and 6.2 hereof.

It shall be the responsibility of the Developer to acquire all property rights on property
which is not owned by the City or the Developer which is necessary for the construction of any
of the Facilities. In the event, despite its exercise of best efforts to do so, the Developer is unable
to acquire such property rights, the City shall in good faith consider the undertaking of
proceedings to acquire such property rights through its exercise of the power of eminent domain,
and the costs of such proceedings and acquisition shall be the responsibility of the Developer and
shall comprise part of the Purchase Price of the related Facility.

Section 6.4  Facilities Constructed on City Land.

If the Facilities to be acquired are on land owned by the City, including land as to which
the City has acquired sufficient property rights in the manner described in Section 6.3 or
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otherwise, the City hereby grants to the Developer a license to enter upon such land for purposes
related to the construction (and maintenance pending acquisition) of the Facilities. The
provisions for inspection and acceptance of such Facilities otherwise provided herein shall apply.

Section 6.5  Facilities to be Acquired by Other Public Agencies.

With respect to any Facility to be acquired by a public entity other than the City, the
Developer shall comply with such entities rules and regulations regarding title and conveyance
of property, and provide the Director with evidence of such compliance, prior to the payment of
the Purchase Price for any such Facility (or the last Discrete Component thereof).

Section 6.6  Maintenance and Warranties.

The Developer shall maintain or cause to be maintained each Discrete Component in
good and safe condition until the Acceptance Date of the Facility of which such Discrete
Component is a part. Prior to the Acceptance Date, the Developer shall be responsible for
performing any required maintenance on any completed Discrete Component or Facility. On or
before the Acceptance Date of the Facility, the Developer shall assign to the City all of the
Developer’s rights in any warranties, guarantees, maintenance obligations or other evidence of
contingent obligations of third persons with respect to such Facility. For each Facility to be
owned by the City, the Developer shall provide a warranty bond reasonably acceptable in form
and substance to the Director to remain in effect for a period of one year from the date of
acceptance of each Facility. The City shall be responsible for maintenance of each Facility from
and after the Acceptance Date thereof, except that with respect to landscaping improvements, the
Developer shall maintain or cause to be maintained such landscape improvements for a period of
one year following the Acceptance Date thereof or shall provide a bond reasonably acceptable in
form and substance to the Director for such period and for such purpose (for landscaping
improvements only, and for the posting of a warranty bond to remain in effect for one year as to
other Facilities), to insure that defects, which appear within said period will be repaired,
replaced, or corrected by the Developer, at its own cost and expense, to the satisfaction of the
Director. The Developer shall commence to repair, replace or correct any such defects within
thirty (30) days after written notice thereof by the City to the Developer, and shall complete such
repairs, replacement or correction as soon as practicable. Any warranties, guarantees or other
evidences of contingent obligations of third persons with respect to the Facilities to be acquired
by the City shall be delivered to the Director as part of the transfer of title.

ARTICLE VII
INSURANCE

Section 7.1  Insurance Requirements.

The Developer shall, at all times prior to the final Acceptance Date of all Facilities,
maintain and deliver to the City evidence of and keep in full force and effect, not less than the
following coverage and limits of insurance, which shall be maintained with insurers and under
forms of policies satisfactory to the Director: (i) Workers Compensation and Employer’s
Liability - Workers” Compensation - coverage as required by law; Employer’s Liability - limits
of at least $100,000.00 per occurrence; (ii) Comprehensive General Liability - Combined Single
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Limit - $1,000,000.00; (iii) Automobile Liability - Combined Single Limit - $1,000,000.00, (the
automobile and general comprehensive liability policies shall be accompanied by an umbrella
policy with a combined limit of $5,000,000.00); and (iv) Errors and Omissions Insurance -
Combined Single Limit - $1,000,000.00.

All of the Developer’s insurance policies shall contain an endorsement providing that
written notice shall be given to the City at least 30 calendar days prior to termination or
cancellation of coverage of the policy.

The Comprehensive General Liability and Bodily Injury and Property Damage Liability
policies shall contain the following:

@) An endorsement extending coverage to the City and its agents as an
additional insured, as respects liabilities arising out of the performance of any work related to the
Facilities. Which insurance shall be primary insurance as respects the interest of the City, and
any other insurance maintained by the City shall be excess and not contributing insurance with
the insurance required hereunder.

(b) Severability of interest clause.

(© Provision or endorsement stating that such insurance, subject to all of its
other terms and conditions, applies to contractual liability assumed by the Developer.

Promptly on execution of this Acquisition Agreement by the Developer, the Developer
shall deliver to the Director copies of all required certificates of insurance and endorsements
thereto on forms which are acceptable to the Director and the City Attorney.

The Developer shall require and verify similar insurance on the part of its contractors and
subcontractors.

The foregoing requirements as to the types, limits and City approval of insurance
coverage to be maintained by the Developer are not intended to and shall not in any manner limit
or qualify the liabilities and obligations assumed by the Developer under this Acquisition
Agreement.

Any policy or policies of insurance that the Developer or its contractors or subcontractors
elect to carry as insurance (i) against loss or damage to their construction equipment and tools or
other personal property used in fulfillment of this Acquisition Agreement or a contract related to
the Facilities shall include a provision waiving the insurer’s right of subrogation against the City,
and (i) in fulfillment of this Acquisition Agreement involving a dual obligee bond may contain a
clause to the effect that: “provided that Principal and Surety shall not be liable to the Obligees or
any of them unless the Obligees or any of them have performed the obligations to the Principal
in accordance with the terms of said contract; and provided, further, that Principal and Surety
shall not be liable to all Obligees in the aggregate in excess of the penal sum above stated.”
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Section 7.2  Standards Applicable.

The Developer may effect such coverage under blanket insurance policies, provided,
however, that (i) such policies are written on a per occurrence basis, (ii) such policies comply in
all other respects with the provisions of Section 7.1, and (iii) the protection afforded the City
under any such policy shall be no less than that which would be available under a separate,
policy relating only to this Acquisition Agreement. All policies of insurance shall be with
companies licensed or approved by the State of California Insurance Commissioner and rated (i)
A12 or better with respect to primary levels of coverage, and (ii) B+12 or better with respect to
excess levels of coverage, in the most recent edition of Best’s Insurance Guide and shall be
issued and delivered in accordance with State law and regulations.

Section 7.3  Evidence of Insurance.

The Developer shall furnish to the City, from time to time upon request of the Director, a
certificate of insurance regarding each insurance policy required to be maintained by the
Developer hereunder.

ARTICLE VIII
DIFs

Section 8.1  Deposit of Bond Proceeds with City/Fee Payments.

The Developer may submit to the City from time to time a Payment Request in the form attached
hereto as Exhibit D-1 for reimbursement of any DIFs previously paid to the City in an amount
not to exceed the amount on deposit in the Improvement Fund. In the event that the amount in
the Improvement Fund is less than the total amount of DIFs previously paid to the City and
requested for reimbursement in a Payment Request, the unpaid amount shall be reimbursed to the
Developer when additional funds are subsequently deposited in the Improvement Fund in an
amount equal to or greater than such unpaid amount of the Payment Request. Payment Requests
for reimbursement for which moneys on deposit in the Improvement Fund are prerequisite shall
be provided to the City not more than ninety (90) days following issuance of the last series of
Bonds issued for the District. If Developer receives a credit against a DIF as the result of
Developer’s construction of a facility, Developer shall only be entitled to reimbursement
pursuant to the terms of this Acquisition Agreement for Developer’s remaining DIF obligation,
net of such credit amount.

ARTICLE IX
REPRESENTATIONS, WARRANTIES AND COVENANTS

Section 9.1  Representations, Covenants and Warranties of the Developer.

The Developer represents and warrants for the benefit of the City, as follows:

@) Organization.

The Developer is a California corporation duly organized and validly existing
under the laws of the State of California, is in compliance with all applicable laws of the State,
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and has the power and authority to own its properties and assets and to carry on its business as
now being conducted and as now contemplated.

(b) Authority.

The Developer has the power and authority to enter into this Acquisition
Agreement, and has taken all action necessary to cause this Acquisition Agreement to be
executed and delivered, and this Acquisition Agreement has been duly and validly executed and
delivered by the Developer.

(©) Binding Obligation.

This Acquisition Agreement is a legal, valid and binding obligation of the
Developer, enforceable against the Developer in accordance with its terms, subject to bankruptcy
and other equitable principles.

(d) Compliance with Laws.

The Developer shall not with knowledge commit, suffer or permit any act to be
done in, upon or to the lands of the Developer in the District or the Facilities in violation of any
law, ordinance, rule, regulation or order of any governmental authority or any covenant,
condition or restriction now or hereafter affecting the lands in the District or the Facilities.

(e) Requests for Payment.

The Developer represents and warrants that (i) it will not request payment from
the City for the acquisition of any improvements that are not part of the Facilities, and (ii) it will
diligently follow all procedures set forth in this Acquisition Agreement with respect to the
Payment Requests.

()] Financial Records.

Until the final acceptance of the Facilities, the Developer covenants to maintain
proper books of record and account for the construction of the Facilities and all costs related
thereto. Which accounting books shall be maintained in accordance with generally accepted
accounting principles, and shall be available for inspection by the City or its agent at any
reasonable time during regular business hours on reasonable notice.

(0) Prevailing Wages.

The Developer covenants that, with respect to any contracts or subcontracts for
the construction of the Facilities to be acquired from the Developer hereunder, it will assure
complete compliance with any applicable law or regulation for the payment of prevailing wages
for such construction.
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(h) Plans.

The Developer represents that it has obtained or will obtain approval of the Plans
for the Facilities to be acquired from the Developer hereunder from all appropriate departments
of the City and from any other public entity or public utility from which such approval must be
obtained. The Developer further agrees that the Facilities to be acquired from the Developer
hereunder have been or will be constructed in full compliance with such approved plans and
specifications and any supplemental agreements (change orders) thereto, as approved in the same
manner.

Q) Land Owners.

The Developer agrees that in the event that it sells any land owned by it within the
boundaries of the District, the Developer will (i) notify the purchaser in writing prior to the
closing of any such sale of the existence of this Acquisition Agreement and the Developer’s
rights and obligations hereunder with respect to the construction of and payment for the
Facilities, and (ii) notify the purchaser in writing of the existence of the District and the special
tax lien in connection therewith.

Section 9.2  Indemnification and Hold Harmless.

The Developer shall assume the defense of, indemnify and save harmless the City,
members of the City Council, their officers, officials, employees and agents and each of them,
from and against all actions, damages, claims, losses or expense of every type and description to
which they may be subjected or put, by reason of, or resulting from the breach of any provision
of this Acquisition Agreement by the Developer, the Developer’s or any other entity’s negligent
design, engineering and/or construction of any of the Facilities acquired from the Developer
hereunder, the Developer’s non-payment under contracts between the Developer and its
consultants, engineer’s, advisors, contractors, subcontractors and suppliers in the provision of the
Facilities, or any claims of persons employed by the Developer or its agents to construct the
Facilities. Notwithstanding the foregoing, no indemnification is given hereunder for any action,
damage, claim, loss or expense directly attributable to the intentional acts or active negligence of
the City, or its officers, directors, employees or agents hereunder.

No provision of this Acquisition Agreement shall in any way limit the Developer’s
responsibility for payment of damages resulting from the operations of the Developer, its agents,
employees or its contractors.

ARTICLE X
TERMINATION

Section 10.1 No Bonds.

If, for any reason, the City does not issue any of the Bonds for the District by
December 31, 2015, this Acquisition Agreement shall terminate and be null and void and of no
further effect.
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Section 10.2 Mutual Consent.

This Acquisition Agreement may be terminated by the mutual, written consent of the City
and the Developer, in which event the City may let contracts for any remaining work related to
the Facilities not theretofore acquired from the Developer hereunder, and use all or any portion
of the monies in the Improvement Fund to pay for same, and the Developer shall have no claim
or right to any further payments for the DIFs or the Purchase Price of Facilities or Discrete
Components hereunder, except as otherwise may be provided in such written consent.

Section 10.3 City Election for Cause.

The following events shall constitute grounds for the City, at its option and in its sole
discretion, to terminate this Acquisition Agreement, without the consent of the Developer:

@) The Developer shall voluntarily file for reorganization or other relief under any
Federal or State bankruptcy or insolvency law.

(b) The Developer shall have any involuntary bankruptcy or insolvency action filed
against it, or shall suffer a trustee in bankruptcy or insolvency or receiver to take possession of
the assets of Developer, or shall suffer an attachment or levy of execution to be made against the
property it owns within the District unless, in any of such cases, such circumstance shall have
been terminated or released within ninety (90) days thereafter.

(©) The Developer shall abandon construction of the Facilities. Failure for a period of
six consecutive months to undertake substantial work related to the construction of the Facilities,
other than for a reason specified in Section 9.4 hereof, shall constitute a noninclusive example of
such abandonment.

(d) The Developer shall breach any material covenant or default in the performance
of any material obligation hereunder.

(e The Developer shall transfer any of its rights or obligations under this Acquisition
Agreement without the prior written consent of the City or as otherwise permitted hereunder.

()] The Developer shall have made any intentional material misrepresentation or
omission of any written materials furnished in connection with any preliminary official
statement, official statement or bond purchase contract used in connection with the sale of any
series of the Bonds.

If any such event occurs, the City shall give written notice of its knowledge thereof to the
Developer, and the Developer agrees to meet and confer with the Director and other appropriate
City staff and consultants as to options available to assure timely completion of the Facilities.
Such options may include, but not be limited to the termination of this Acquisition Agreement by
the City. If the City elects to terminate this Acquisition Agreement, the City shall first notify the
Developer (and any mortgagee or trust deed beneficiary specified in writing by the Developer to
the City to receive such notice) of the grounds for such termination and allow the Developer a
reasonable period (minimum of thirty (30) days) to eliminate or mitigate to the satisfaction of the
Director the grounds for such termination. Such period may be extended, at the sole discretion of
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the City, if the Developer, to the satisfaction of the City, is proceeding with diligence to
eliminate or mitigate such grounds for termination. If at the end of such period (and any
extension thereof, as determined solely by the City), the Developer has not eliminated or
completely mitigated such grounds, to the satisfaction of the City, the City may then terminate
this Acquisition Agreement.

Notwithstanding the foregoing, so long as any event listed in any of clauses (a) through
and including (f) above has occurred, notice of which has been given by the City to the
Developer, and such event has not been cured or otherwise eliminated by the Developer, the City
may in its sole discretion cease making payments for the Purchase Price of Facilities or Discrete
Components under Article V hereof.

Section 10.4 Force Majeure.

Whenever performance is required of a party hereunder, that party shall use all due
diligence and take all necessary measures in good faith to perform, but if completion of
performance is delayed by reasons of floods, earthquakes, inclement weather or other acts of
God, war, civil commotion, riots, strikes, acts of terrorism, picketing, or other labor disputes,
damage to work in progress by casualty, or by other cause beyond the reasonable control of the
party (financial inability excepted), then the specified time for performance shall be extended by
the amount of the delay actually so caused.

ARTICLE XI
MISCELLANEOUS

Section 11.1 Limited Liability of City.

The Developer agrees that any and all obligations of the City arising out of or related to
this Acquisition Agreement are special and limited obligations of the City and the City’s
obligations to make any payments hereunder are restricted entirely to the moneys, if any, in the
Improvement Fund and from no other source. No member of the City. Council, or City staff
member, employee or agent shall incur any liability hereunder to the Developer or any other
party in their individual capacities by reason of their actions hereunder or execution hereof.

Section 11.2 Excess Costs.

The Developer agrees to pay all costs of the Facilities that it is obligated to econstruct
pursuant to Section 4.2 in excess of the moneys available therefor in the Improvement Fund.

Section 11.3 Audit.

The Director and/or the Finance Director or other finance officer of the City shall have
the right, during normal business hours and upon the giving of two (2) business days prior
written notice to the Developer, to review all books and records of the Developer pertaining to
the Actual Cost incurred by the Developer in to any of the Facilities, and any bids taken or
received for the construction thereof or materials therefor.
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Section 11.4 Attorney’s Fees.

In the event that any action or suit is instituted by either party against the other arising out
of this Acquisition Agreement, the party in whose favor final judgment shall be entered shall be
entitled to recover from the other party all costs and expenses of suit, including reasonable
attorneys’ fees.

Section 11.5 Notices.

Any notice, payment or instrument required or permitted by this Acquisition Agreement
to be given or delivered to either party shall be deemed to have been received when personally
delivered, or transmitted by telecopy or facsimile transmission (which shall be immediately
confirmed by telephone and shall be followed by overnight delivery an original of the same
within twenty-four hours after such transmission), addressed as follows:

City: City of Chino
13220 Central Avenue
Chino, CA 91710
Attention: Matthew C. Ballentine, City Manager

Developer: KB Home Coastal, Inc.
Southern California/Coastal Division
36310 Inland Valley Drive
Wildomar, CA 92595
Attention: Maile Macabio, Forward Planner

Each party may change its address or addresses for delivery of notice by delivering
written notice of such change of address to the other party.

Section 11.6  Severability.

If any part of this Acquisition Agreement is held to be illegal or unenforceable by a court
of competent jurisdiction, the remainder of this Acquisition Agreement shall be given effect to
the fullest extent possible.

Section 11.7 Successors and Assigns.

This Acquisition Agreement shall be binding upon and inure to the benefit of the
successors and assigns of the parties hereto. This Acquisition Agreement shall not be assigned by
the Developer, except in whole to an Affiliate, or to any other entity of which the Developer
and/or its members or partners will be managing members or general partners (which transfer is
expressly authorized hereunder, without further act of the City), without the prior written consent
of the City, which consent shall not be unreasonably withheld or delayed. In connection with any
such consent of the City, the City may condition its consent upon the acceptability of the
financial condition of the proposed assignee, the assignee’s express assumption of all obligations
of the Developer hereunder, and/or upon any other factor which the City deems relevant in the
circumstances. In any event, any such assignment shall be in writing, shall clearly identify the
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scope of the rights and/or obligations assigned, and shall not be effective until approved by the
City. Without the City’s consent, no assignment shall release the Developer from its obligations
and liabilities under this Acquisition Agreement.

Section 11.8 Other Agreements.

The obligations of the Developer hereunder shall be those of a party hereto and not as an
owner of property in the District. Nothing herein shall be construed as affecting the City’s or the
Developer’s rights, or duties to perform their respective obligations, under other agreements, if
any, use regulations or subdivision requirements relating to the development of the lands in the
District. This Acquisition Agreement shall not confer any additional rights, or waive any rights
given, by either party hereto under any development or other agreement to which they are a

party.
Section 11.9 Waiver.

Failure by a party to insist upon the strict performance of any of the provisions of this
Acquisition Agreement by the other party, or the failure by a party to exercise its rights upon the
default of the other party, shall not constitute a waiver of such party’s right to insist and demand
strict compliance by the other party with the terms of this Acquisition Agreement thereafter.

Section 11.10 Merger.

No other agreement, statement or promise made by any party or any employee, officer or
agent of any party with respect to any matters covered hereby that is not in writing and signed by
all the parties to this Acquisition Agreement shall be binding.

Section 11.11 Parties in Interest.

Nothing in this Acquisition Agreement, expressed or implied, is intended to or shall be
construed to confer upon or to give to any person or entity other than the City and the Developer
any rights, remedies or claims under or by reason of this Acquisition Agreement or any
covenants, conditions or stipulations hereof; and all covenants, conditions, promises, and
agreements in this Acquisition Agreement contained by or on behalf of the City or the Developer
shall be for the sole and exclusive benefit of the City and the Developer.

Section 11.12 Amendment.

This Acquisition Agreement may be amended, from time to time, by written Supplement
hereto and executed by both the City and the Developer.

Section 11.13 Counterparts.

This Acquisition Agreement may be executed in counterparts, each of which shall be
deemed an original.

[Signature Page Follows]
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IN WITNESS WHEREOF, the parties have executed this Acquisition Agreement as of

the day and year first-above written.

ATTESTED TO:

City Clerk

APPROVED AS TO FORM:

Rob Burns, Director of Finance
City of Chino

APPROVED AS TO CONTENT:

Bradley R. Neal
Stradling Yocca Carlson & Rauth
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CITY OF CHINO, for itself and on behalf of
Community Facilities District No. 2006-3 of
the City of Chino

By:

Matthew Ballantyne
City Manager

KB HOME COASTAL INC,,
a California corporation

By:

Michael H. Freeman, Jr.,
Vice President, Land and Forward
Planning



ACQUISITION AGREEMENT
EXHIBIT A

DESCRIPTION OF AUTHORIZED FACILITIES ELIGIBLE FOR
ACQUISITION FROM THE DEVELOPER

A. TYPES OF FACILITIES

The types of Facilities that are eligible to be financed by CFD No. 2006-3 with the
proceeds of special taxes and/or bonds issued by CFD No. 2006-3 consist of the
following:

1) Storm drain improvements within Pine Avenue, Bickmore, Mill Creek and West Preserve
Loop as required to serve Tract 17055.

@) Sewer improvements within Pine Avenue, Bickmore, Mill Creek and West Preserve
Loop as required to serve Tract 17055.

3) Water improvements within Pine Avenue, Bickmore, Mill Creek and West Preserve Loop
as required to serve Tract 17055.

4) Street improvements (including paving, curb, gutter, sidewalk, medians, signage and
striping) and traffic signals within Pine Avenue, Bickmore, Mill Creek and West Preserve Loop
as required to serve Tract 17055. @

(5) Tract 17055 4.95 acre public park improvements

(6) SCE Paseo landscaping

Incidental expenses of relating to the Facilities may include professional design fees
(which include final engineering, field engineering and field services, soils engineering, field
observation and reports, dry utility design and coordination, landscape design and field services),
staking, environmental reports, plan check, and inspection.

B. SUBSTITUTION FACILITIES

The description of Facilities is general in nature. The final nature and location of the
Facilities will be determined upon preparation of final plans and specifications.

@ These Facilities were constructed by the Developer’s predecessor in interest with respect to the Tract 17055
property and Developer is entitled to submit Payment Requests and receive payment of the Purchase Price for the
Facilities.

#93019 v3 A-1
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ACQUISITION AGREEMENT
EXHIBIT B
BUDGETED COSTS OF FACILITIES AND ELIGIBLE DIFs
l. FACILITIES

Each Facility is estimated to have the Budgeted Cost specified below. Discrete
Components of the Facilities may be described in a supplement to this Agreement.

Facility Budgeted Cost

(1) Storm drain improvements $1,587,852
(2)  Sewer improvements $555,981
(3) Water improvements $392,186
(@) Street improvements and traffic signals $2,721,279
(5) Public park improvements $542,929!
(6)  SCE Paseo Landscaping $603,678

Total $6,403,905

. DIFs
Estimated Cost

Law Enforcement, Facilities, Vehicles, and Equipment $102,483
Fire Facilities, Vehicles & Equipment $206,736
Bridges, Signals, & Thoroughfares $1,466,799
Water Storage & Distribution $800,394
General Facilities $52,038
Library Facilities $76,955
Community Facilities $167,265
Sewer Facilities $138,768
Open Space $294,351
Storm Drain $845,706

Total $4,151,495

B-1
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ACQUISITION AGREEMENT
EXHIBIT C
ADDITIONAL FACILITIES

[Intentionally Omitted]

C-1
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ACQUISITION AGREEMENT
EXHIBITD
FORM OF PAYMENT REQUEST
PAYMENT REQUEST NO.

The undersigned (the “Developer”), hereby requests payment to the Payees listed on
Attachment 2 in the total amount of $ for the Facilities (as defined in the Acquisition
Agreement, dated as of January 18, 2011 between the City of Chino (the “City”), with respect to
the City of Chino Community Facilities District No. 2006-3 of the City of Chino and the
Developer), or Discrete Components thereof (as described in Exhibit B to that Acquisition
Agreement), all as more fully described in Attachment 1 hereto. In connection with this Payment
Request, the undersigned hereby represents and warrants to the City as follows:

1. He (she) is a duly authorized officer of the Developer, qualified to execute this
Payment Request for payment on behalf of the Developer and is knowledgeable as to the matters
set forth herein.

2. To the extent that this payment request is with respect to a completed Facility, the
Developer has submitted or submits herewith to the City as-built drawings or similar plans and
specifications for the items to be paid for as listed in Attachment 1 hereto with respect to any
such completed Facility, and such drawings or plans and specifications, as applicable, are true,
correct and complete. To the extent that this payment request is for a Discrete Component, the
Developer has in his construction office a marked set of drawings or similar plans and
specifications for the Discrete Components to be acquired as listed in Attachment 1 hereto,
which drawings or plans and specifications, as, applicable, are current and show all changes or
modifications which have been made to date.

3. All costs of the Facilities or Discrete Components thereof for which payment is
requested hereby are Actual Costs (as defined in the Acquisition Agreement referenced above)
and have not been inflated or misrepresented in any respect. The items for which payment is
requested have not been the subject of any prior payment request submitted to the City.

4. Supporting documentation (such as third party invoices) is attached with respect
to each cost for which payment is requested.

5. There has been full compliance with applicable laws relating to prevailing wages
for the work to construct the Facilities or Discrete Components thereof for which payment is
requested.

6. The Facilities or Discrete Components thereof for which payment is requested
were constructed in accordance with all applicable City or other governmental standards, and in
accordance with the as-built drawings or plans and specifications, as applicable, referenced in
paragraph 2 above.

#93019 v3 D-1
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7. The Developer is in compliance with the terms and provisions of the Acquisition
Agreement, including the award of contracts under which the construction for which this
payment is requested.

8. The Purchase Price for each Facility or Discrete Component (a detailed
calculation of which is shown in Attachment 2 hereto for each such Facility or Discrete
Component), has been calculated in conformance with the terms of Section 5.6 of the
Acquisition Agreement.

9. Neither the Developer nor any Affiliate (as defined in the Acquisition Agreement)
is in default in the payment of ad valorem real property taxes or assessments or special
assessments levied in the District (as defined in the Acquisition Agreement), except as follows:

I hereby declare under penalty of perjury that the above representations and warranties
are true and correct.

Dated: DEVELOPER:

KB Home Coastal, Inc.

By:

Its:

Dated: CITY:

Payment Request Approved for Submission to
Finance Director

By:

Director of Public Works

#93019 v3 D-2
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ACQUISITION AGREEMENT
ATTACHMENT 1
EXHIBIT D

[List here all Facilities or Discrete Components thereafter which payment is requested,
and attach support documentation.]

#93019 v3 D-3
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ACQUISITION AGREEMENT
ATTACHMENT 2
EXHIBITD
CALCULATION OF PURCHASE PRICE

[Use a separate sheet for each Facility or Discrete Component
for which payment is being requested]

1. Description (by reference to Exhibit B to the Acquisition
Agreement)of the Facility or Discrete Component

2. Actual Cost (list here total of supporting invoices and/or other
documentation supporting determination of Actual Cost):

3. Budgeted Cost:

A. Additions to Budgeted Cost (to the extent, and only to the extent,
that Actual Cost exceeds Budgeted Cost):

4. Subtractions from Purchase Price:

A. Holdback for Lien releases (see Section 5.6(C) of the Acquisition
Agreement)

B. Retention (see Section 5.6(D) of the Acquisition Agreement)

5. Total disbursement requested (Amount listed in 3, plus amounts, if
any, listed in 4 (total of amounts in 3 and 4 not to exceed amount listed
in 2), less amounts, if any, listed in 5)

Payment shall be directed to following payee(s):

#93019 v3 D-4

212
DOCS0OC/1605115v2/022141-0005



ACQUISITION AGREEMENT
EXHIBIT D-1
FORM OF PAYMENT REQUEST (DIFs)

1. The undersigned (the “Developer”) hereby requests reimbursement from
the City in the amount of $ (“Requested Amount”), which amount is on deposit in the
Improvement Fund, or any applicable account of subaccount thereof, established by CFD No.
2006-3 for the DIFs (as defined in the Acquisition Agreement, dated as of January 18, 2011
relating to CFD No. 2006-3) specified below:

No. and Description
of Lots/DUs for

which Fees
Fee Category Date Paid Amount Requested Requested

2. The Requested Amount has been paid to City and has not formed the basis
of any prior request or disbursement.

3. The Developer is in compliance with the terms and provisions of the
Acquisition Agreement.

4, Neither the Developer not any Affiliate (as defined in the Acquisition
Agreement) is in default in the payment of ad valorem real property taxes or assessments of
special assessments or taxes levied in the District (as defined in the Acquisition Agreement).

D-1-1
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I hereby declare under penalty of perjury that the above representations and
warranties are true and correct.

DEVELOPER:

Dated: By:

Name:

Title:

By:

Name:

Title:

CITY:

Payment Request Approved for Submission to
Finance Director

Dated: By:

Director of Public Works

D-1-2
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JOINT COMMUNITY FACILITIES AGREEMENT
among

COUNTY OF ORANGE
and
SANTA MARGARITA WATER DISTRICT
and
RMY PA 2 DEVELOPMENT, L1.C,
a Delaware Limited Liability Company
refating to

COMMUNITY FACILITIES DISTRICT NO, 2015-1
OF THE COUNTY OF ORANGE
(VILLAGE OF ESENCIA —PA 2.1)
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JOINT COMMUNITY FACILITIES AGREEMENT

THIS JOINT COMMUNITY FACILITIES AGREEMENT (the “Agreement™) is
entered into effective as of the 14" day of April, 2015, by and among the COUNTY OF
ORANGE, a political subdivision of the State of California (the “County”), the SANTA.
MARGARITA WATER DISTRICT, a California water district (“SMWD”), and RMV PA 2
DEVELOPMENT, LLC, a Delaware limited liability company (the “Company”), and relates to
the proposed formation by the County of COMMUNITY FACILITIES DISTRICT NO. 2015-1
OF THE COUNTY OF ORANGE (VILLAGE OF ESENCIA — PA 2.1) (the “District”) for the
purpose of financing certain facilities more particularly described on Exhibit A hereto (the
“Water Facilities”) to be constructed by, or on behalf of, SMWD.

RECITALS:

A. The Company is the master developer of the land described in Exhibit B hereto
(the “Property”) which is located in the unincorporated area of the County of Orange and is
being developed into the master-planned community known as “Esencia.”

B. The Company as the master developer of the Property intends to obtain, or has
obtained, the necessary development approvals to construct approximately 1,102 residential units
and 15 acres of commercial improvements on the Property and to provide the required
infrastructure for such units and improvements. The required infrastructure includes the Water
Facilities.

C. The County will have primary responsibility for the formation and administration
of the District.

D. The Company has requested the Board of Supervisors of the County (the
“Board”) to form and establish the District on a portion of the Property pursuant to the provisions
of the Mello-Roos Community Facilities Act of 1982, Chapter 2.5 (commencing with Section
53311) of Part I of Division 2 of Title 5 of the California Government Code (the “Act™).

E. The provision of the Water Facilities is necessitated by the development of the
Property and the parties hereto find and determine that the residents residing within the
boundaries of the District will be benefited by the construction and/or acquisition of the Water
Facilities and that this Agreement is beneficial to the interests of such residents.

F. The parties hereto intend to have the District assist in financing the construction
and/or acquisition of the Water Facilities by disbursing to SMWD proceeds of bonds issued by
the District up to the amount of $29,000,000 (the “Water Facilities Amount”).

G. The District, when formed, is authorized by California Government Code Section
53313.5 to assist in the financing of the acquisition and/or construction of the Water Facilities.
This Agreement constitutes a joint community facilities agreement, within the meaning of
California Government Code Section 53316.2, by and among the County, SMWD and the
Company, pursuant to which the District, when formed, will be authorized to finance the costs of
the construction and/or acquisition of the Water Facilities in the amount of up to the Water
Facilities Amount. As authorized by California Government Code Section 53316.6,

County-SMWD JCFA KAW v2 2-10-15
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responsibility for constructing and/or acquiring, providing for and operating the Water Facilities
is delegated to SMWD to the extent set forth herein.

H.  The parties hereto intend to have the District assist in financing the Water
Facilities by transferring to SMWD (or directly to others at SMWD’s request) a portion of the
bond proceeds of the District, in accordance with the terms of this Agreement and pursuant to the
Act.

AGREEMENT

NOW, THEREFORE, in consideration of the mutual promises and covenants set
forth herein, the parties hereto agree as follows:

L. Recitals. Each of the above recitals is incorporated herein and is true and correct.

2. Proposed Formation of the District. At the request of the Company, the County
will undertake to analyze the appropriateness of forming the District to finance the Water
Facilities and other facilities. The County will retain, at the Company’s expense, the necessary
consultants to analyze the proposed formation of the District, including an engineer, special tax
consultant, bond counsel, appraiser and other consultants deemed necessary by the County.

3. Sale of Bonds and Use of Proceeds. The purpose of this Agreement is to provide
a mechanism by which the Company may request the District to issue bonds to provide funds to
finance the Water Facilities.

In the event that the District is formed, the Board of the County, acting as the
legislative body of the District, may, in its sole discietion, finance the construction and
acquisition of the Water Facilities by issuing bonds (the “Bonds™). To the extent that the District
determines, in its sole discretion, that Bond proceeds are available to finance the Water
Facilities, it shall reserve an amount not to exceed the Water Facilities Amount for such purpose;
provided, however, that SMWD agrees that, without the prior written consent of the Company,
the Water Facilities Amount to be funded by the District shall not exceed $29,000,000. Upon
consent of the Company, the. Water Facilities Amount may be increased. In the event that any -
proceeds of the Bonds (including interest earnings thereon) reserved to pay for Water Facilities
have not been disbursed by the date that is thirty-four (34) months following the date of issuance
of the Bonds, the District may, in its sole discretion, apply any remaining undisbursed amount to
pay principal due on the Bonds af maturity or by redemption.

The Company and SMWD acknowledge that the timing of the disbursement of
the Water Facilities Amount to SMWD (or directly to others at SMWD’s request) shall be in all
respects subject to the sole discretion and approval of the County. In no event will an act, or an
omission or failure to act, by the County or. the District with respect to the disbursement or non-
disbursement of the Water Facilities Amount subject the District or the County to pecuniary
liability hereunder.

The Bonds shall be issued only if, in its sole discretion, the Board determines that
all requirements of state and federal law and all County policies have been satisfied or have been
waived by the County. In no event shall the Company or SMWD have a right to compel the
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issuance of the Bonds or the disbursement of Bond proceeds to fund the Water Facilities
Amount. This Agreement does not release Company from any obligation it may have to provide
any Water Facilities.

4, Disbursements

(8  Bond proceeds of the District designated for the Water Facilities. shall be
held by the District in a special fund (the “Water Facilities Account of the Acquisition and
Construction Fund”) which shall be invested by the County Treasurer and earn and accumulate
its own interest. In the event that the District has deposited Bond proceeds to the Water
Facilities Account of the Acquisition and Construction Fund to fund all or a portion of the Water
Facilities Amount, the County shall notify SMWD and the Company, in writing, as to the
amount of Bond proceeds so deposited. All interest earnings on amounts in the Water Facilities
Account of the Acquisition and Construction Fund shall remain in the Water Facilities Account
and will be available for disbursement for the Water Facllities as described below.

(b)  The Treasurer shall make disbursements from the Water Facilities
Account of the Acquisition and Construction Fund in accordance with the terms of this
Agreement and neither the County nor the District shall be responsible to SMWD for costs
incurred by SMWD as a result of withheld or delayed disbursements.

(©) SMWD agrees that it will request a disbursement of Bond proceeds only
for costs related to the Water Facilities that are eligible for financing under the Act which include
the costs of acquiring the land for the Water Facilities (if applicable), constructing or acquiring
the Water Facilities including the cost of planning and designing the Water Facilities, the cost of
environmental evaluation of the Water Facilities and other expenses incidental to the
construction, completion and inspection of the authorized work. SMWD agrees that prior to
requesting disbursement from the District it shall review and approve all costs included in its
request, and either SMWD or third parties constructing the Water Facilities will have already
paid such costs of the Water Facilities. Bond proceeds shall be paid directly to SMWD only to
reimburse it for costs previously paid by SMWD. All other Bond proceeds to be disbursed shall
be paid at the direction of SMWD to third parties, which may include the Company, who have
previously paid tosts of the Water Facilities. SMWD agrees that in processing disbursements it
will comply with all legal requirements for the expenditure of Bond proceeds under the Act and
the Internal Revenue Code of 1986 and any amendments thereto. Further, the Company agrees
that if it requests that SMWD make any submissions for a disbursement under this Agreement
for any Water Facilities constructed by the Company, the Company will have already paid for
the costs included in such disbursement request, and the Company will comply with all legal
requirements for the expenditure of Bond proceeds under the Act and the Internal Revenue Code
of 1986 and any amendments thereto in connection with the construction of such Water
Facilities. Without limiting the foregoing, if SMWD elects to purchase the Water Facilities from
a third party, SMWD may request disbursements in connection with improvements based upon
the discrete portion or phases of a partially completed project as set forth on Exhibit A and as
permitted by California Government Code Section 53313.51. In such event, (i) the discrete
portions or phases shall be constructed pursuant to plans, standards, specifications and other
requirements that satisfy the provisions of Section 5 below, (ii) the price for each discrete portion
or phase shall equal the lesser of the cost or the value thereof, and shall be in no event in excess
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of the amount set forth on Exhibit A, and (iii) SMWD shall have inspected and approved of such
discrete portion or phase and accepted conveyance or dedication thereof (or shall have an
irrevocable commitment to convey or dedicate for SMWD’s benefit), all pursuant to SMWD’s
normal procedures and in accordance with California Government Code Section 53313.51.

(d SMWD will not use or permit the Water Facilities to be used for any
activity that would constitute a “Private Use™ in violation of legal requirements for the
expenditure of Bond proceeds under the Act and the Internal Revenue Code of 1986 and any
amendments thereto, SMWD understands (i) that the term “Private Use” means any activity that
constitutes a frade or business that is carried on by persons or entities, other than governmental
entities; (i) that the leasing of the Water Facilities or access by persons or entities other than a
governmental unit to the Water Facilities on a basis other than as a member of the general public
(“General Public Use”) would constitute a Private Use; and (iii) that the use of the Water
Facilities in a trade or business would constitute a General Public Use only if the Water Facilities
are intended to be available and are in fact reasonably available for use on the same basis by
natural persons not engaged in a trade or business. SMWD represents to the District that
SMWD’s employer identification number is 95-6269461. As a condition to receiving proceeds
of the Bonds pursuant to this Agreement, SMWD agrees that it shall provide to the District a
certificate confirming the representations contained in clauses (i) and (ii) of this Section 4(d) and
such other matters as the District may reasonably request upon which the District and its bond
counsel may rely in connection with the issuance of such Bonds and their conclusion that interest
on such Bonds is not included in gross income for purposes of federal income taxation.

(e) SMWD agrees to maintain adequate internal controls over its payment
function and to maintain accounting records in accordance with generally accepted accounting
procedures. The District and the County shall have the right to conduct their own audit of
SMWD’s records related to the expenditure of the Water Facilitics Amount at reasonable times
during normal business houts.

@ SMWD shall submit a request for payment to the District along with
adequate supporting documentation acceptable to the District which shall be in the form attached
hereto as Exhibit C (a “Disbursement Request™), which shall be signed by the Finance Director
of SMWD, or written designee, and which shall be for the exact amount to be reimbursed to
SMWD (or to other parties, with the name and address to which such reimbursement should be
made), which costs shall in no event exceed the amount remaining on deposit in the Water
Facilities Account of the Acquisition and Construction Fund, Upon receipt of an approved
Disbursement Request completed in accordance with the terms of this Agreement, the Treasurer
of the County shall transfer such portion of requested funds in an ACH fransaction (or, in his
discretion, issue a warrant if the transfer is less than $50,000) as are then available for release
pursuant to the documents pursuant to which the Bonds are issyed to SMWD’s bank account (or
to such other party or such other parties! bank account, as directed by SMWD).

(g) I for any reason whatsoever, there are insufficient funds to complete the
Water Facilities, or any portion thereof, neither the County, nor the District shall have any
obligation to fund any such shortfall under this Agreement.
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5. Construction and Ownership of Facilities. SMWD will complete, or cause the
Company to complete, the design of the Water Facilities and the plans and specifications for
construction of the Water Facilities and will be responsible for constructing, or causing the
Company to construct, the Water Facilities, and will be responsible for inspecting the Water
Facilities. SMWD covenants and agrees that with respect to the Water Facilities it will comply
with all statutory provisions applicable to the design and construction of public works projects.
The Water Facilities shall be and remain the property of SMWD.

6. Indemnification. The County shall assume the defense of, indemnify and save
harmless, SMWD, its officers, employees and agents, and each and every one of them, from and
against all actions, damages, claims, losses or expenses of every type and description to which
they may be subjected or put, by reason of, or resulting from, any act or omission of the County
with respect to this Agreement and the issuance of the Bonds. No provision of this Agreement
shall in any way limit the extent of the County’s responsibility for payment of damages resulting
from the operations of the County and its contractors; provided, however, that the County shall
not be required to indemnify any person or entity as to damages resulting from negligence or
willful misconduct of such person or entity or their agents or employees. SMWD shall assume
the defénise of, indemnify and save harmless, the County, its officers, employees and agents, and
each and every one of them, from and against all actions, damages, claims, losses or e¢xpenses of
every type and description to which they may be subjected or put, by reason of, or resulting
from, any act or omission of SMWD with respect to this Agreement, and the design, engineering,
inspection, construction and acquisition of the Water Facilities. No provision of this Agreement
shall in any way limit the extent of SMWD’s responsibility for payment of damages resulting
from the operations of SMWD and its contractors; provided, however, that SMWD shall not be
required to indemnify any person or entity as to damages resulting from negligence or willful
misconduct of such person or entity or their agents or employees.

7. Allocation of Special Taxes. The Board, as the legislative body of the District,
shall annually levy a special tax as provided for in the formation proceedings of the District. The
entire amount of any special tax levied by the District to repay Bonds, or to fund other
obligations, shall be allocated to the District.

8. Amendment. This Agreement may be amended at any time but only in writing
signed by each party hereto.

9. Entire Agreement. This Agreement contains the entire agreement between the
parties with respect to the matters provided for herein and supersedes all prior agreements and
negotiations between the parties with respect to the subject matter of this Agreement.

10.  Notices. Any notice, payment or instrument required or permitted by this
Agreement io be given or delivered to any party shall be deemed to have been received when
personally delivered or seventy-two hours following deposit of the same in any United States
Post Office in California, registered or certified, postage prepaid, addressed as follows:

County: Orange County Public Works Department
300 N. Flower Street, 6th Floor
Santa Ana, California 92701

5
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Attn: Planned Communities Division Manager

With a copy to: County of Orange
10 Civic Center Plaza, 3rd Floor
Santa Ana, California 92701
Attn: County Executive Office-Public Finance

SMWD: Santa Margarita Water District
26111 Antonio Parkway
Rancho Santa Margarita, CA 92688
Attention: Chief Financial Officer

Company: RMYV PA 2 Development, LL.C
¢/o Rancho Mission Viejo
28811 Ortega Highway
San Juan Capistrano, California 92675
Attn: Elise Millington

Each party may change its address for delivery of notice by delivering written
notice of such change of address to the other parties hereto.

11.  Exhibits. All exhibits attached hereto are incorporated into this Agreement by
reference.

I3 Severability. Tfany part of this Agreement is held to be iilegal or unenforceable

by a court of competent jurisdiction, the remainder of this Agreement shall be given effect to the
fullest extent reasonably possible.

13.  QGoverning Law and Venue. This Agreement and any dispute arising hereunder
shall be governed by and interpreted in accordance with the laws of the State of California, In
the event of any legal action to enforce or interpret this Agreement, the sole and exclusive venue
shall be a court of competent jurisdiction located in Orange County, California, and the parties
hereto agree to and do hereby submit to the jurisdiction of such court, notwithstanding Code of
Civil Procedure Section 394. Furthermore, the parties specifically agree to waive any and all
rights to request that an action be transferred for trial to another county.

14,  Waiver. Failure by a party to insist upon the strict performance of any of the
provisions of this Agreement by the other parties hereto, or the failure by a party to exercise its
rights upon the default of another party, shall not constitute a waiver of such party’s right to
insist and demand strict compliance by such other parties with the terms of this Agreement
thereafter.

15.  No Third Party Beneficiaries. No person or entity other than the District, when
and if formed, shall be deemed to be a third party beneficiary hereof, and nothing in this
Agreement (either express or implied) is intended to confer upon any person or entity, other than
SMWD, the County, the District and the Company (and their respective successors and assigns),
any rights, remedies, obligations or liabilities under or by reason of this Agreement.

6
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16.  Singular and Plural; Gender. As used herein, the singular of any word includes
the plural, and terms in the masculine gender shall include the feminine.

17.  Counterparts. This Agreement may be executed in counterparts, each of which
shall be deemed an original, but all of which shall constitute but one instrument.
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the
day and first year written above. .
COUNTY OF ORANGE

By: / //I/%

Chair olj%e oard &f ?’upervisors

APPROVED AS TO FORM SIGNED AND CERTIFIED THAT A COPY
Office of County Counsel OF THIS DOCUMENT HAS BEEN DELIVERED
Orange County California TO THE CHAIR OF THE BOARD PER

G.C. SEC 25103, RESOLUTION 79-1535

QN o A b

Deputy L A s Clerk of the Board of Supervisors
#(/ County of Orange, California

SANTA MARGARITA WATER DISTRICT

By: O@Qﬂ ﬂ\,,/,

Its: _Ztmars) VW?ana(m)g’\

L}

ATTEST:

By: gd&,f ééu/y;m&g/ |
v lowker Dot
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RMV PA 2 DEVELOPMENT, LLC, a Delaware
limited liability company

By: RANCHO MISSION VIEJO, LLC, a
Delaware limited liability company, its

authorized agent and manager .
o, i o Ml

Elise Millington, SVP and CRO)

QA

Richard Broming P
SVP — Planning and Entitlement
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EXHIBIT A

LIST OF FACILITIES
(INCLUDING SEGMENTS AND PRICES)

[PA2 Major Infrastructure Projects | prices |
a) Sewers - PA2 SW Lift Station 3 3,080,000
b) DW - PA2 zone 2 Reservoir No. 1 3,430,000
¢) DW - Zone 2 - 24" Pipeline from PA2 to Reservoir No 2 3,610,575
d) ND - PA2 Zone B Reservoir Site 1 2,310,000
e) ND - PA2 Zone B Pump Station No 1 1,701,700
f) ND - Zone B - 20" Pipeline from CWRP to Reservoir No 1 4,166,400
g) Grading 4,558,804
Subtetal 22,855,479

[PA2.1 In-Tract Projects | Prices |
a) Domestic Water Improvements $ 2,988,881
b) Reclaimed Water improvements 1,792,132
¢) Sewer Improvements 1,776,462
Subtotal 8,557,475
Total $ 29,412,954
Rounded $ 29,000,000
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EXHIBIT B
DESCRIPTION OF PROPERTY

All of Tract No. 17561, in the Unincorporated Territory of the County of Orange, State of
California, as shown on the map recorded October 27, 2014 in Book 932, Pages 1 through 38,
inclusive, of Miscellaneous Maps, in the office of the County Recorder of said County.
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EXHIBIT C

DISBURSEMENT REQUEST FORM

L. Community Facilities District No. 2015-1 of the County of Orange
(Village of Esencia PA 2.1) (“CFD No. 2015-1) is hereby requested to pay from the Water
Facilities Account of the Acquisition and Construction Fund established by the Board of
Supervisors of the County of Orange (the “County”) in connection with its CFD No. 2015-1
Special Tax Bonds (the “Bonds™), directly to the person or entity listed below, as Payee, the sum
set forth below in payment of project costs described below:

Payee: Amount: $
~ Payee: Amount: $
Payee: - Amount: $
2. The undersigned.certifies that the amount requested has been expended for

the purposes of constructing and completing Water Facilities. The amount requested is (or was)
due and payable under a purchase order, contract or other authorization with respect to the
project costs described below and has not formed the basis of a prior request or payment.
SMWD has confirmed that the Water Facilities covered by this request, ot the discrete portion or
phase thereof, has been constructed as required and SMWD has either obtained fee title or an
easement to the underlying land, or SMWD has received an irrevocable offer of dedication for
the fee title or an easement to the underlying land.

3. Description of Water Facilities Costs:

4, The amount set forth is authorized and payable pursuant to the terms of
the Joint Community Facilities Agreement among the County, RMV PA 2 Development, LLC
and SMWD dated as of 1, 2015 (the “Agreement”). Capitalized terms not defined
herein shall have the meaning set forth in the Agreement.

5. Total payments for the Water Facilities from CFD No. 2015-1, including
the amount to be paid under paragraph 1 above, will not exceed the maximum amount {o be
disbursed for Water Facilities under the Agreement.

Executed by an authorized representative of SMWD.

By:

Name:

Title:

Date;

Request No.
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City and County of San Francisco

Mission Bay Development

Reimbursement Audit Report for
Payment Request
MB2014-26-S-Park P6

Community Facilities District No. 6
(Mission Bay South Public Improvements)

Portions of Facility:
Park P6

May 1, 2015
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May 1, 2015

Ms. Grace Kwak, Project Manager
Department of Public Works
Mission Bay Task Force

City and County of San Francisco
30 Van Ness Avenue, Suite 4200
San Francisco, CA 94102

Re: Mission Bay Payment Request No. MB2014-26-S-Park P6
Reimbursement Audit Report
Community Facilities District No. 6

Dear Ms. Kwak:

We hereby submit this Reimbursement Audit Report for the Mission Bay Public Improvements
for Payment Request No. MB2014-26-S-Park P6. This audit has been conducted to ensure that
the purchase price for the improvements is appropriate and reasonable. The following audit
summarizes the Facility components recommended for acquisition and the District
Engineer’s recommendation for total purchase price for the components, at this time.

This report recommends the following amounts for reimbursement at this time:

Total
Requested Recommended

CFD Facility Amount Amount
6 Park P6 $586,508.35 $586,508.35

We hereby state to the best of our knowledge, information and belief, based upon the
documentation provided by the City and County of San Francisco (City) and the Office of
Community Investment and Infrastructure (Successor to the Redevelopment Agency)
(Agency) and FOCIL - MB, LLC (Developer) that the Developer has complied with what we
perceive as the requirements of the Acquisition Agreement for public improvements.

Per Acquisition Agreement Section 4 (Acquisition and Payment), Subsection 4.4 (Processing
Payment Requests), and Section 2 (Funding), Subsection 2.4 (Reimbursements), we
recommend that reimbursement for the subject projects be approved in the amount of
$586,508.35.
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Ms. Grace Kwak, Project Manager
Department of Public Works

May 1, 2015

Page 2 of 2

Respectfully submitted,

Harris & Associates

Anna C. Tan-Gatue, P.E.
Deputy Project Manager

c Edward Yee, Department of Public Works, BCM
Kelley Kahn, Office of Community Investment and Infrastructure
Stephanie Williams, Mission Bay Development Group, LLC
Josh Dapice, Farallon Capital Management, LLC
K. Dennis Klingelhofer, Harris & Associates
Mission Bay Task Force File
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City and County of San Francisco May 1, 2015
CFD No. 6 (Mission Bay South Public Improvements)

Reimbursement Audit Report for Payment Request No. MB2014-26-S-Park P6 Page 1
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City and County of San Francisco May 1, 2015
CFD No. 6 (Mission Bay South Public Improvements)
Reimbursement Audit Report for Payment Request No. MB2014-26-S-Park P6 Page 2

I. INTRODUCTION

The Mission Bay Public Improvements listed in the Acquisition Agreements, dated June 1, 2001
(CFD No. 6), Supplement No.1 to Acquisition Agreement dated October 1, 2002 (CFD No. 6), the
“Mission Bay Infrastructure Program Request for Approval of Exhibits B and B-1 - Park P6
Project”, dated September 18, 2013 and Infrastructure Plans, dated January 4, 2001 (CFD No.6),
between the Office of Community Investment and Infrastructure (Successor to the
Redevelopment Agency) (Agency) and FOCIL - MB, LLC (Developer) consist of the construction of
streets, curbs, landscaping, water, sewer, storm drain, and other public improvements within the
limits of the Mission Bay Development.

The following describes the facilities, and components of facilities, being requested for
reimbursement:

1. CFD No. 6 - Mission Bay Park P6 Public Improvements (Park P6)

The public improvements for Park P6 include construction of subsurface utility components
and surface improvements located at Long Bridge Street and China Basin Street.

The components of Park P6 being reimbursed as part of this payment recommendation are
described below.

a. Component 7200 - Site Prep, Demo, and Grading: Includes but not limited to clear &
grub and grading.

b.  Component 7201 - Storm Drain: Includes but not limited to trenching, soil spoil off-haul
and stockpile, pipe, backfill, compaction, structures, manholes, joints, inlets, cleanouts,
and service stubs.

c. Component 7202 - Low Pressure and Domestic Water: Includes but not limited to
trenching, soil spoil off haul and stockpile, pipe, backfill, compaction, valves, corrosion
protection, service stubs and hydrants.

d. Component 7204 - Site Electrical and Lighting: Includes but not limited to installations
of conduit, junction boxes, wiring, concrete pedestals, concrete encasements, light
poles, and other related hardware required to provide site lighting and electrical.

e.  Component 7205 - Hardscape: Includes but not limited to minor fine grading, concrete
curb, CIP Concrete Walks, concrete planters and Architectural Vault Covers.

f.  Component 7206 - Architectural Pavers: Includes but not limited to minor fine grading,
Unit Pavers, and Architectural Vault Covers.

g.  Component 7207 - Landscape and Irrigation: Includes but not limited to all irrigation,
landscape soil preparations, landscape maintenance, trees, and planting.

C:\Users\annat\Dropbox (Harris & Associates)\Mission Bay\Hard Costs\2014-26-S-Park P6\Audit Report\2014-26-S-Park P6 Audit Report.docx
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CFD No. 6 (Mission Bay South Public Improvements)
Reimbursement Audit Report for Payment Request No. MB2014-26-S-Park P6 Page 3

A Map of Facilities is provided in Appendix 1.
Construction was started on the facilities as indicated below:

Construction

Facility Start Date
Park P6 05/05/14

The City substantially approved all of the aforementioned components between August 14,2014
and March 31, 2015. The City intends to acquire the improvements and related work as identified
in the Acquisition Agreements with bond proceeds funded by Community Facility District No. 6.

The Developer who is requesting reimbursement of these costs is FOCIL - MB, LLC.

Previously, Catellus Development Corporation had been responsible for the design and
construction of the public improvements and had requested the reimbursements. According to
the Agency, as of November 22,2004, FOCIL - MB, LLC is now the owner of the Mission Bay
Project, replacing Catellus Development Corporation. FOCIL - MB, LLC then authorized that
ProLogis/Catellus Development Corporation act as Agent on behalf for FOCIL - MB, LLC in
submitting payment requests. As of February 24, 2009, the Mission Bay Development Group, LLC
replaces Catellus Development Corporation as Agent on behalf of FOCIL - MB, LLC in submitting
payment requests.

The Developer has submitted for approval the contracts, change orders, invoices, lien releases,
and cancelled checks for components within Park P6.

This Reimbursement Audit Report has been prepared pursuant to the Acquisition Agreements
between the Agency and the Developer. This Report analyzes and evaluates the construction
costs and incidental expenses incurred for the Mission Bay Public Improvements and makes
recommendations regarding purchase prices.

A copy of the Developer’s Payment Request is provided in Appendix 2.
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City and County of San Francisco May 1, 2015
CFD No. 6 (Mission Bay South Public Improvements)
Reimbursement Audit Report for Payment Request No. MB2014-26-S-Park P6 Page 4

Il. ANALYSIS OF PAYMENT REQUEST
The following documents were provided by the City & County of San Francisco (City) and the
Developer and reviewed as part of our analysis of the Developer’s payment request.

= Copies of engineering, consulting, and construction contract documents with change
orders, between the Developer and their consultants and contractors for the design and
construction of the improvements.

= Copies of invoices, cancelled checks (or other proofs of payment received), lien releases,
and other information supporting the amounts in the payment requests.

Below are details regarding the reimbursement analysis by Acquisition Facility and Component. A
summary of eligible and ineligible costs for each component and facility is shown on page 7.

Construction Costs

Each Acquisition Agreement in Section 1.1 (Definitions) Actual Costs, identifies as “clause i” the
actual hard costs incurred by the Developer for construction of an Acquisition Facility or
Component and associated demolition, environmental investigation, remediation and response
activities. There is one element which comprise the “clause i” costs associated with this payment
request.

» Theelementis the actual costs from invoices submitted by the Developer incurred by the
contractor responsible for the construction of the specific publicimprovements for each
facility. These costs clearly identified which component they were associated with.

After each element was validated, they were summed together to form the eligible “clause i”
amount reimbursable for construction costs related to the Acquisition Facility or Component
being requested for reimbursement.

The total hard cost amount eligible for reimbursement is capped by the Maximum Hard Cost
Reimbursement Budget. Per the Acquisition Agreement, the Maximum Hard Cost Reimbursement
Budget is limited to the sum of the Construction Contract(s), BCM Approved Change Orders, and
BCM Verified Owner Supplied Costs.

CFD No. 6 - Park P6 (Components 7200 - 7202 and 7204-7207)

The Developer submitted a contract for Park P6 from McGuire & Hester in the amount of
$1,612,140.00. Along with the contract and change orders, the Developer also submitted McGuire
& Hester invoices, lien releases, and canceled checks. An audit was conducted on the provided
information to confirm the amount of work performed on each component, that payments were
made and received on the preformed work and that appropriate lien releases were received.
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Soft Costs

The Acquisition Agreement, in section 1.1 (Definitions), identifies various categories of Actual
Costs by numbered “clauses.” As stated above, “clause i” costs are the hard construction costs.
The term “soft costs” is used to denote other costs incurred by the Developer, as described below:

Clause ii amounts - Pre-Construction Start Costs

“Clause ii amounts” are specifically defined as:

= Qut-of-pocket costs (including professional costs) incurred by the Developer prior to the
commencement of construction,

» Preparing the Plans for such Acquisition Facility or Component,
» The related costs of environmental evaluations of the Acquisition Facility or Component,

» The design, engineering, architectural, legal, accounting, consulting and similar professional
services.

Clause iii amounts - Agency Fees and Permit Costs

“Clause iii amounts” are specifically defined as:

» Fees paid to governmental agencies for obtaining permits, licenses or other governmental
approvals for such Acquisition Facility or Component,

» |nspection fees payable pursuant to Section 4.1 of the Acquisition Agreement.

Clause v amounts - Post-Construction Start Costs

“Clause vamounts” are specifically defined as:

» Professional costs incurred by the Developer, the City or Agency associated with construction
of such Acquisition Facility or Component,

= Design, engineering, architectural, legal, accounting, inspection, construction staking,
materials testing, consulting, and similar professional services excluding the cost of any such
services provided directly by the Developer or and Affiliate.

The Soft Costs submittal information was provided by the Developer in Payment MB2014-16-S-
Park P6. Each submittal was audited at the invoice level, and then segregated into “clause ii”,
clause “iii” and “clause v” soft cost categories. The table below summarizes the approved “Soft
Costs” as of September 19, 2014.
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Park P6

Clause ii - Pre- Clause v - Post- Total Soft

Construction  Construction Costs Pre-
Start Costs Start Costs City Permits Approved

Approved 09/19/14| $ 376,212.65 | $ - $ 1,203.85] $ 377,416.50

The soft cost amounts shown above have been allocated to the various facilities based on
information included in invoices, task orders and other provided documentation. For soft costs
associated with all of the listed facilities, the costs have been prorated per the base contract
amounts for each of the facilities, excluding any additive or deductive items. For specific details,
see Appendix 4 for the following letter:

= “Mission Bay Soft Cost Approval for Payment Request MB2014-16-S-Park P6”, dated September
19,2014

The total soft cost amount eligible for reimbursement is capped by the Maximum Soft Cost
Reimbursement Budget. Per correspondence received from the City, dated April 21, 2009, the
Maximum Soft Cost Reimbursement Budget is limited to 50% of the Maximum Hard Cost Budget.
The soft costs identified with each Facility have been prorated to each component with the
Facility based on the Maximum Soft Cost Reimbursement Budget.

Management Fee

Pursuant to the Acquisition Agreement Section 1.1 (Definitions), Actual Costs “clause iv” allows a
construction and project management fee to be retained by the Developer not to exceed 4% of
the costs described in “clause i” for each Acquisition Facility or Component.

The Developer has requested a 4% management fee for each Component included as part of this
payment request.

Retention

Pursuant to Acquisition Agreement Section 4.6D (Retention), the City’s policy for retention on
payment requests is as follows: the City will withhold a 10% retention until 50% of the contract
(not component) has been completed. The retention will be reduced thereafter pending
satisfactory progress.

The Park P6 Facility has not met the aforementioned standards; therefore the Retention to be
withheld for the Park P6 Facility will remain at 10%.
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I1l. SUMMARY OF PAYMENT REQUEST ANALYSIS

The table below provides an overall summary of the Reimbursement Audit Process, by Facility

and Component. The tables on the following pages provide a line item detail, by Component, of

the eligible costs.

MB2014-26-S-Park P6
Payment Request Analysis Summary

Previous Park P6 Reimbursement Current Park P6 Reimbursement

Total Total City of SF MB2014-26-S- | MB2014-26-S- | MB2014-26-S- Current
CFD No. 6 Recommended y . Actual Total Park P6 Park P6 Park P6 Disallowed
Requested for . Retention to . L Allowable
Park P6 . for Reimb to Reimb to Date | Requested Eligible Recommende| Amount
Reimb to Date Date Max
Date Amount Amount d Amount
Components
7200 $ 127,971.21| $ 123,040.56 | $(12,304.06)| $ 110,736.50|$ 4,930.65| $ 4,930.65($ 4,930.65( $ 0.00 | $208,083.88
7201 $ 141,843.08| $ - $ - $ - $ 141,843.08 | $ 141,843.08 | $ 141,843.08 | $ (0.00)| $221,100.88
7202 $ 8,415.58 | $ - $ - $ - $ 841558|$ 8,41558($% 8,41558|$ 0.00 | $ 33,168.52
7204 $ 128,245.66 | $ - $ - $ - $ 128,245.66 | $ 128,245.66 | $ 128,245.66 | $ (0.00)| $306,578.58
7205 $ 51,534.44 | $ - $ - $ - $ 5153444 |3$ 51,534.44|$ 5153444 (9% (0.00)| $376,667.06
7206 $ 3,705.76 | $ - $ - $ - $ 370576 | $ 3,705.76($ 3,705.76 | $ (0.00)| $ 27,085.52
7207 $ 247,833.18| $ - $ - $ - $ 247,833.18 | $ 247,833.19 [ $ 247,833.18 | $ 0.00 | $584,945.59
Subtotal [$ 709,548.91($ 123,040.56 | $(12,304.06)| $ 110,736.50 | $ 586,508.35 | $ 586,508.36 [ $ 586,508.35 | $ 0.00
Facility Total[ $ 586,508.35
MB2014-26-S-Park P6 Total Recommended Reimbursement: $586,508.35
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CFD No. 6 - Park P6 Component Detail

Park P6 Eligible Hard & Soft Cost Detail

Component

MBDG 2014-26-S-Park P6 Requested Amounts
Hard Costs (clause i)| $ 5,267.79 | $ 119,223.00 | $ 4,142.70 | $ 92,201.40
Management Fee (4% of Hard Costs)| $ 210.71 | $ 4,768.92 | $ 165.71 | $ 3,688.06
Soft Costs (clause ii, iii, & V)| $ - $ 3361150 % 5,042.24 1$  46,605.72
Agency Held Retention Held (10%)| $ (547.85)| $ (15,760.34)| $ (935.06)[ $  (14,249.52)
2014-26-S-Park P6 Requested Amount| $ 4,930.65|$ 141,843.08 | $ 8,415.58 | $ 128,245.66
Hard Costs (clause i)
Maximum Eligible Hard Cost Amount| $ 135,119.40 | $ 143,572.00| $ 21,538.00|$ 199,077.00
McGuire & Hester Contract Costs| $  94,901.06 [ $ 130,657.98 | $ 4,142.70 | $  92,201.40
Unapproved McGuire & Hester Costs| $ (1,741.07)| $ (11,434.98)| $ - $ -
Excess of Eligible Hard Cost Amount| $ - $ - $ - $ -
Previously Recommended Hard Costs| $  (87,892.20)| $ - $ - $ -
Disallowed due to Unapprove Component| $ - $ - $ - $ -
Excess of Requested Hard Cost Amount| $ - $ - $ - $ -
Eligible 2014-26-S-Park P6 Hard Cost Amount $ 5,267.79 | $ 119,223.00 | $ 4,142.70 | $ 92,201.40
Management Fee (4% of Hard Costs)
Maximum Eligible Management Fee Amount| $ 3,726.40 | $ 4,768.92 | $ 165.71 | $ 3,688.06
Previously Recommended Management Fee| $ (3,515.69)| $ - $ - $ -
Disallowed due to Unapprove Component| $ - $ - $ - $ -
Excess of Requested Management Fee Amount| $ - $ - $ - $ -
Eligible 2014-26-S-Park P6 Management Fee $ 210.71 1 $ 4,768.92 | $ 165.71 | $ 3,688.06
Soft Costs
Allocation Percentage (based on Maximum) 8.38% 8.91% 1.34% 12.35%
Maximum Eligible Soft Cost Amount | $ 67,559.70 | $ 71,786.00 [ $ 10,769.00 [ $ 99,538.50
Pre-Construction Start (clause ii) - 09/19/14| $  31,531.77|$  33,504.29 | $ 5,026.16 | $  46,457.06
Permit costs (clause iii) - 09/19/14( $ 100.90 | $ 107.21 | $ 16.08 | $ 148.66
Post-Construction Start (clause V) - 09/19/14( $ - $ - $ - $ -
Excess of Eligible B-1 Soft Cost Amount| $ - $ - $ - $ -
Previously Recommended Soft Costs| $  (31,632.67)| $ - $ - $ -
Disallowed due to Unapprove Component| $ - $ - $ - $ -
Excess of Requested Soft Cost Amount| $ - $ - $ - $ -
Eligible 2014-26-S-Park P6 Soft Cost Amount $ - $ 3361150 % 5,042.24|$  46,605.72
Agency Held Retention (10% of total costs)
Maximum Eligible Agency Retention (10%)| $ (12,851.91)] $ (15,760.34)| $ (935.07)[ $  (14,249.52)
Previously Recommended Agency Retention (10%)[ $  12,304.06 | $ - $ - $ -
Eligible 2014-26-S-Park P6 Held Retention $ (547.85) $ (15,760.34)| $ (935.07)] $  (14,249.52)
Eligible Hard & Soft Cost Amounts $ 4,930.65 | $ 141,843.08 | $ 8,415.58 | $ 128,245.66
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Reimbursement Audit Report for Payment Request No. MB2014-26-S-Park P6

May 1, 2015

Page 9

CFD No. 6 - Park P6 Component Detail (continued)

Park P6 Eligible Hard & Soft Cost Detail

Component 7205 7206 7207
MBDG 2014-26-S-Park P6 Requested Amounts
Hard Costs (clause i)| $ - $ - $ 179,276.40
Management Fee (4% of Hard Costs)| $ - $ - $ 7,171.06
Soft Costs (clause ii, iii, & V)| $ 57,260.49 | $ 4,11751 | $ 88,922.75
Agency Held Retention Held (10%)| $ (5,726.05)| $ (411.75)| $  (27,537.02)
2014-26-S-Park P6 Requested Amount| $  51,534.44 | $ 3,705.76 [ $ 247,833.18
Hard Costs (clause i)
Maximum Eligible Hard Cost Amount| $ 244,589.00 | $ 17,588.00 [ $ 379,834.80
McGuire & Hester Contract Costs| $ - $ - $ 179,276.40
Unapproved McGuire & Hester Costs| $ - $ - $ -
Excess of Eligible Hard Cost Amount| $ - $ - $ -
Previously Recommended Hard Costs| $ - $ - $ -
Disallowed due to Unapprove Component| $ - $ - $ -
Excess of Requested Hard Cost Amount| $ - $ - $ -
Eligible 2014-26-S-Park P6 Hard Cost Amount $ - $ - $ 179,276.40
Management Fee (4% of Hard Costs)
Maximum Eligible Management Fee Amount| $ - $ - $ 7,171.06
Previously Recommended Management Fee| $ - $ - $ -
Disallowed due to Unapprove Component| $ - $ - $ -
Excess of Requested Management Fee Amount| $ - $ - $ -
Eligible 2014-26-S-Park P6 Management Fee $ - $ - $ 7,171.06
Soft Costs
Allocation Percentage (based on Maximum) 15.17% 1.09% 23.56%
Maximum Eligible Soft Cost Amount | $ 122,294.50 | $ 8,794.00 [ $ 189,917.40
Pre-Construction Start (clause ii) - 09/19/14| $ 57,077.84 | $ 4,104.38 | $  88,639.11
Permit costs (clause iii) - 09/19/14( $ 182.64 | $ 13.13( $ 283.64
Post-Construction Start (clause v) - 09/19/14| $ - $ - $ -
Excess of Eligible B-1 Soft Cost Amount| $ - $ - $ -
Previously Recommended Soft Costs| $ - $ - $ -
Disallowed due to Unapprove Component| $ - $ - $ -
Excess of Requested Soft Cost Amount| $ - $ - $ -
Eligible 2014-26-S-Park P6 Soft Cost Amount $ 57,260.49 | $ 4,11751 | $ 88,922.75
Agency Held Retention (10% of total costs)
Maximum Eligible Agency Retention (10%)| $ (5,726.05)| $ (411.75)| $  (27,537.02)
Previously Recommended Agency Retention (10%)| $ - $ - $ -
Eligible 2014-26-S-Park P6 Held Retention $ (5,726.05)| $ (411.75)| $  (27,537.02)
Eligible Hard & Soft Cost Amounts $ 51,534.44 1% 3,705.76 [ $ 247,833.19

C:\Users\annat\Dropbox (Harris & Associates)\Mission Bay\Hard Costs\2014-26-S-Park P6\Audit Report\2014-26-S-Park P6 Audit Report.docx

241



City and County of San Francisco May 1, 2015
CFD No. 6 (Mission Bay South Public Improvements)
Reimbursement Audit Report for Payment Request No. MB2014-26-S-Park P6 Page 10

IV. REIMBURSEMENT RECOMMENDATION

We hereby state to the best of our knowledge, information and belief, based upon the
documentation provided by the City and County of San Francisco and the Office of Community
Investment and Infrastructure (Successor to the Redevelopment Agency) (City) and FOCIL - MB,
LLC (Developer) that the Developer has complied with what we perceive as the requirements of
the Acquisition Agreement for public improvements.

Per Acquisition Agreement Section 4 (Acquisition and Payment), Subsection 4.4 (Processing
Payment Requests), and Section 2 (Funding), Subsection 2.4 (Reimbursements), we recommend
that reimbursement for the subject projects be approved in the amount of $586,508.35.
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APPENDIX 1

Map of Facilities
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San Francisco Mission Bay CFD No. 6 - South of Channel

MB2014-26-S-Park P6 Map of Facilities
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APPENDIX 2

Request For Payment
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APPENDIX 3

Agency Approvals
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Agency Approvals
DATE TO FROM SUBJECT
03/31/15 Stephanie Williams, Grace Kwak, Mission Bay  Mission Bay Infrastructure
Mission Bay Task Force (MBTF) Program - Substantial
Development Group Completion Confirmation
(MBDG), LLC Notice #120
12/23/14 Stephanie Williams, Grace Kwak, MBTF Mission Bay Infrastructure
MBDG, LLC Program - Substantial
Completion Confirmation
Notice #116
10/24/14 Stephanie Williams, Grace Kwak, MBTF Mission Bay Infrastructure
MBDG, LLC Program - Substantial
Completion Confirmation
Notice #114
08/14/14 Stephanie Williams, Grace Kwak, MBTF Mission Bay Infrastructure
MBDG, LLC Program - Substantial
Completion Confirmation
Notice #111
09/18/13 Joe Antonio, MBDG, Grace Kwak, MBTF Mission Bay Infrastructure

LLC

Program Request for
Approval of Exhibits B and
B-1 - Park P6 Project
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APPENDIX 4

Pertinent Correspondence

C:\Users\annat\Dropbox (Harris & Associates)\Mission Bay\Hard Costs\2014-26-S-Park P6\Audit Report\2014-26-S-Park P6 Audit
Report.docx

248



City and County of San Francisco
CFD No. 6 (Mission Bay South Public Improvements)
Reimbursement Audit Report for Payment Request No. MB2014-26-S-Park P6

May 1, 2015

Pertinent Correspondence

DATE TO FROM SUBJECT
09/30/14 Anna Tan-Gatue, Stephanie Williams, Revised Payment Request
Harris & Associates Mission Bay Package 2014-26 - South of
(H&A) Development Group Channel, Park P6
(MBDG), LLC
03/31/15 AnnaTan-Gatue, H&A Stephanie Williams, Response to Mission Bay Payment
MBDG, LLC Request No. MB2014-26-S-Park P6
for Components Associated with
Facility: Mission Bay Park P6 (Hard
Costs) - Additional Information
Request (AIR)#1
03/10/15 Stephanie Williams, Anna Tan-Gatue, H&A Mission Bay Payment Request No.
MBDG, LLC MB2014-26-S-Park P6 for
Components Associated with
Facility: Mission Bay Park P6 (Hard
Costs) - AIR #1
10/01/14 Anna Tan-Gatue, H&A Stephanie Williams, RE: Submittal rec’d today 09/30/14
MBDG, LLC - MB2014-26 Part 1
09/30/14 AnnaTan-Gatue, H&A Stephanie Williams, Payment Request Package 2014-
MBDG, LLC 26 - South of Channel, Park P6
09/19/14 Stephanie Williams, Anna Tan-Gatue, H&A Mission Bay Soft Cost Approval for

MBDG, LLC

Payment Request MB2011-12-S-
Blocks 2-13
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APPENDIX 5

Summary of Supporting Documentation
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