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or disposition of, or the amount, accrual or receipt of interest on, the Bonds.  See “LEGAL MATTERS – Tax Exemption” herein. 
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Principal 
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Rate 
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CUSIP® 
No.† 

Maturity 
(September 1) 

Principal 
Amount 

Interest 
Rate 

 
Yield 

CUSIP® 
No.† 

2017 $60,000 2.00%  0.65% NP8 2026 $175,000  3.00% 2.24% C NY9 

2018 65,000 2.00  0.88 NQ6 2027 195,000  3.00 2.39 C NZ6 

2019 80,000 2.00  1.11 NR4 2028 215,000  4.00 2.42 CC PA9 

2020 85,000 2.00  1.33 NS2 2029 235,000  4.00 2.54 CC PB7 

2021 105,000 2.00  1.46 NT0 2030 260,000  4.00 2.59 CC PC5 

2022 115,000 2.00  1.68 NU7 2031 280,000  4.00 2.65 CC PD3 

2023 130,000 3.00  1.82 NV5 2032 305,000  4.00 2.70 CC PE1 

2024 145,000 3.00  1.96 NW3 2033 330,000  3.00 3.00 PF8 

2025 160,000 3.00  2.10 NX1 2034 355,000  3.00 3.05 PG6 
   
 

$795,000   3.00%   Term Bonds due September 1, 2036 – Yield 3.12% CUSIP® No. † 139705 PH4 
$910,000   3.00%   Term Bonds due September 1, 2038 – Yield 3.16% CUSIP® No. † 139705 PK7 

$7,575,000   4.00%   Term Bonds due September 1, 2046 – Yield 2.92% CC CUSIP® No. † 139705 PJ0 
 

 

 

 

 

 

 
 

                                                 
C  Yield to optional call on September 1, 2025 at 100% of par. 
CC  Yield to optional call on September 1, 2023 at 102% of par. 
 
† CUSIP® is a registered trademark of the American Bankers Association.  CUSIP® data is provided by CUSIP 
Global Services (CGS) which is managed on behalf of the American Bankers Association by S&P Capital IQ.  
CUSIP® data is not intended to create a database and does not serve in any way as a substitute for the CUSIP® 
Service Bureau.  CUSIP® numbers are provided for convenience of reference only.  The Community Facilities 
District, the School District and the Underwriter take no responsibility for the accuracy of such numbers. 
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GENERAL INFORMATION ABOUT THE OFFICIAL STATEMENT 

 
 Use of Official Statement.  This Official Statement is submitted in connection with the offer and 
sale of the 2016 Bonds referred to herein and may not be reproduced or used, in whole or in part, for any 
other purpose.  This Official Statement is not to be construed as a contract with the purchasers of the 2016 
Bonds.  All information for investors regarding the Community Facilities District and the 2016 Bonds is 
contained in this Official Statement.  While the School District maintains an internet website for various 
purposes, none of the information on this website is intended to assist investors in making any investment 
decision or to provide any continuing information with respect to the 2016 Bonds or any other bonds or 
obligations of the School District 

 Estimates and Forecasts.  When used in this Official Statement and in any continuing disclosure 
by the Community Facilities District in any press release and in any oral statement made with the 
approval of an authorized officer of the Community Facilities District or any other entity described or 
referenced herein, the words or phrases “will likely result,” “are expected to,” “will continue,” “is 
anticipated,” “estimate,” “project,” “forecast,” “expect,” “intend,” and similar expressions identify 
“forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995, 
Section 21E of the United States Securities Exchange Act of 1934, as amended, and Section 27A of the 
United States Securities Act of 1933, as amended.  Such statements are subject to risks and uncertainties 
that could cause actual results to differ materially from those contemplated in such forward-looking 
statements.  Any forecast is subject to such uncertainties.  Inevitably, some assumptions used to develop 
the forecasts will not be realized and unanticipated events and circumstances may occur.  Therefore, there 
are likely to be differences between forecasts and actual results and those differences may be material.  
The information and expressions of opinion herein are subject to change without notice, and neither the 
delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, give rise 
to any implication that there has been no change in the affairs of the Community Facilities District or any 
other entity described or referenced herein since the date hereof.  The Community Facilities District does 
not plan to issue any updates or revision to the forward-looking statements set forth in this Official 
Statement. 

 Authorized Information.  No dealer, broker, salesperson or other person has been authorized by 
the Community Facilities District to give any information or to make any representations in connection 
with the offer or sale of the 2016 Bonds other than those contained herein and if given or made, such 
other information or representation must not be relied upon as having been authorized by the Community 
Facilities District or the Underwriter.  This Official Statement does not constitute an offer to sell or the 
solicitation of an offer to buy nor shall there be any sale of the 2016 Bonds by a person in any jurisdiction 
in which it is unlawful for such person to make such an offer, solicitation or sale. 

 Involvement of Underwriter.  The Underwriter has submitted the following statement for 
inclusion in this Official Statement: The Underwriter has reviewed the information in this Official 
Statement in accordance with, and as a part of, its responsibilities to investors under the federal securities 
laws as applied to the facts and circumstances of this transaction, but the Underwriter does not guarantee 
the accuracy or completeness of such information.  The information and expressions of opinions herein 
are subject to change without notice and neither delivery of this Official Statement nor any sale made 
hereunder shall, under any circumstances, create any implication that there has been no change in the 
affairs of the Community Facilities District or any other entity described or referenced herein since the 
date hereof.  All summaries of the documents referred to in this Official Statement are made subject to the 
provisions of such documents, respectively, and do not purport to be complete statements of any or all of 
such provisions. 

 Stabilization of Prices.  In connection with this offering, the Underwriter may overallot or effect 
transactions which stabilize or maintain the market price of the 2016 Bonds at a level above that which 
might otherwise prevail in the open market.  Such stabilizing, if commenced, may be discontinued at any 
time.  The Underwriter may offer and sell the 2016 Bonds to certain dealers and others at prices lower 
than the public offering prices set forth on the inside cover page hereof and said public offering prices 
may be changed from time to time by the Underwriter. 

 THE 2016 BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 
1933, AS AMENDED, IN RELIANCE UPON AN EXEMPTION FROM THE REGISTRATION 
REQUIREMENTS CONTAINED IN SUCH ACT.  THE 2016 BONDS HAVE NOT BEEN 
REGISTERED OR QUALIFIED UNDER THE SECURITIES LAWS OF ANY STATE. 
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OFFICIAL STATEMENT 
 

$12,575,000 
COMMUNITY FACILITIES DISTRICT NO. 2005-1 (WHISPERING HILLS) OF THE 

CAPISTRANO UNIFIED SCHOOL DISTRICT 
SPECIAL TAX BONDS, SERIES 2016 

INTRODUCTION 
 
 This introduction is not a summary of this Official Statement.  It is only a brief description of and 
guide to, and is qualified by, more complete and detailed information contained in the entire Official 
Statement, including the cover page and appendices hereto, and the documents summarized or described 
herein.  A full review should be made of the entire Official Statement.  The offering of the 2016 Bonds to 
potential investors is made only by means of the entire Official Statement. 
 
General 
 
 This Official Statement, including the cover page and appendices hereto, is provided to furnish 
information regarding the Community Facilities District No. 2005-1 (Whispering Hills) of the Capistrano 
Unified School District Special Tax Bonds, Series 2016 (the “2016 Bonds”).   
 
 The 2016 Bonds are issued pursuant to the Act (as defined below) and the Fiscal Agent 
Agreement, dated as of October 1, 2013 (the “Original Fiscal Agent Agreement”), by and between 
Community Facilities District No. 2005-1 (Whispering Hills) of the Capistrano Unified School District 
(the “Community Facilities District”) and U.S. Bank National Association, as fiscal agent (the “Fiscal 
Agent”), as supplemented by the First Supplement to Fiscal Agent Agreement, dated as of September 1, 
2016 (the “First Supplement to Fiscal Agent Agreement,” and together with the Original Fiscal Agent 
Agreement, the “Fiscal Agent Agreement”).  See “THE 2016 BONDS – Authority for Issuance” herein.  
 
 Capitalized terms used herein but not defined shall have the meanings given them in the Fiscal 
Agent Agreement or APPENDIX C – “Summary of Certain Provisions of the Fiscal Agent Agreement.” 
 

The Community Facilities District’s may issue Parity Bonds for refunding purposes and in 
conjunction therewith, may issue new money bonds so long as the covenants relating to the issuance of 
Parity Bonds, including covenants regarding minimum debt service coverage and minimum Value-to-
Lien for Appraised Developed Property are satisfied.  On November 6, 2013, the Community Facilities 
District No. 2005-1 of the Capistrano Unified School District Series 2013 Special Tax Bonds (the “2013 
Bonds”) were issued in the principal amount of $8,190,000, leaving $21,810,000 remaining of the 
$30,000,000 special tax bond authorization (the “2005 Authorization”).  After issuance of the 2016 
Bonds, $9,235,000 of the 2005 Authorization remains.  The 2016 Bonds have been sized to provide a 
minimum of 110% debt service coverage of the aggregate debt service of the 2013 Bonds and 2016 
Bonds.  The Community Facilities District’s ability to issue Parity Bonds for new money purposes is 
constrained by the debt service coverage covenant.  See “SECURITY FOR THE 2016 BONDS – Parity 
Bonds.” 
 
The School District 

 
The Capistrano Unified School District (the “School District”) is a political subdivision of the 

State of California (the “State”) and is governed by a seven-member Board of Trustees (the “Board”).  
Founded in 1965, the School District encompasses 195 square miles in seven cities and a portion of the 
unincorporated area of Orange County (the “County”).  The jurisdiction of the School District includes all 
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or part of the cities of San Clemente, Dana Point, San Juan Capistrano, Laguna Niguel, Aliso Viejo, 
Mission Viejo and Rancho Santa Margarita, and the communities of Las Flores, Coto de Caza, Dove 
Canyon, Ladera Ranch, Sendero/Rancho Mission Viejo and Wagon Wheel. 

The School District provides kindergarten through 12th grade public education to more than 
49,000 students on 55 campuses.  The School District’s second period report (P-2, the period from July 1 
to April 15) of average daily attendance (“ADA”), computed in accordance with State law for the 2015-
16 academic year, is estimated at 47,226.  The estimated population within the School District’s 
boundaries was approximately 358,800 based on United States census figures for 2014.  The School 
District reported 49,120 students enrolled at the California Basic Educational Data System (“CBEDS”) 
for Fiscal Year 2015-16.  See APPENDIX A – “General Information About the Capistrano Unified 
School District” herein. 

 
The Community Facilities District 

The Community Facilities District is a community facilities district first established by the 
Board in 2005 pursuant to the Mello-Roos Community Facilities Act of 1982, as amended (Section 
53311 et seq. of the California Government Code, the “Act”).  Pursuant to the Act, the seven members of 
the Board serve as the legislative body of the Community Facilities District (the “Legislative Body”) by 
virtue of their election to the Board. 

The Community Facilities District consists of approximately 279 gross acres of land located in the 
City of San Juan Capistrano, California (the “City”), in the southeasterly portion of Orange County.  The 
Community Facilities District is essentially built out.  As of July 30, 2016, all 140 homes anticipated to be 
built within the Community Facilities District have been completed, and Rancho San Juan Development 
LLC (the “Developer”) has indicated that of the 5 homes still owned by the Developer, 2 are production 
homes and 3 are model homes.  The Developer anticipates sale and closing of the 5 remaining homes to 
individual homeowners by the end of September 2016.  An owner of one home prepaid its special tax 
obligation in December 2013, leaving 139 homes subject to the levy of Special Taxes.  In addition, there 
are 15 custom lots within the Community Facilities District but the Community Facilities District has been 
advised by the Developer that such custom lots are currently not feasible to develop.  The 15 custom lots 
are part of the final map approved for the 140 lots but are not contiguous to the 140 lots. The Developer 
currently believes that the costs of grading the lots and constructing the public infrastructure required to 
provide access and sewer, water and utility service to the lots makes their development and sale infeasible 
at this time.  Bondowners should assume that no Special Taxes as either Developed Property or 
Undeveloped Property will be received with respect to such custom lots.  For that reason, the custom lots 
are not anticipated to make debt service on the Bonds. 

Pursuant to the Act, the Legislative Body adopted resolutions on April 25, 2005, expressing its 
intention to form the Community Facilities District and to incur bonded indebtedness of the Community 
Facilities District.  On July 26, 2005, at a special election held pursuant to the Act, the then owner of the 
land in the Community Facilities District voted to authorize the Community Facilities District to incur up 
to $30,000,000 principal amount of special tax bonds for the purpose of financing school facilities and 
public improvements for the City, and approved the levy of special taxes on certain real property in the 
Community Facilities District (the “Special Taxes”) pursuant to the Rate and Method of Apportionment 
of Special Taxes for the Capistrano Unified School District Community Facilities District No. 2005-1 
(Whispering Hills) (the “Original Rate and Method”). 

In 2007, proceedings were conducted by the Legislative Body to annex certain additional territory 
to the Community Facilities District. 
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In 2011, the Legislative Body conducted proceedings with respect to the modification of the 
Original Rate and Method in connection with the settlement of a lawsuit with the owner of the property in 
the Community Facilities District.  On June 13, 2011, at a special election held pursuant to the Act, the 
then qualified voter of the Community Facilities District approved the First Amended Rate and Method 
of Apportionment for Community Facilities District No. 2005-1 of the Capistrano Unified School District 
(Whispering Hills) (the “First Amended Rate and Method”). 

The 2016 Bonds are being authorized pursuant to a resolution adopted by the Legislative Body on 
July 20, 2016 (the “Resolution”) and the Fiscal Agent Agreement. 

 Once duly established, a community facilities district is a legally constituted governmental entity 
established for the purpose of financing specific facilities and services within defined boundaries.  Subject 
to approval by a two-thirds vote of the qualified voters within a community facilities district and 
compliance with the provisions of the Act, a community facilities district may issue bonds and may levy 
and collect special taxes to repay such bonded indebtedness, including interest thereon. 

 The Community Facilities District levies an annual special tax (the “Special Tax,” as defined 
below) on Developed Property (and Undeveloped Property, if necessary) as set forth in the First Amended 
Rate and Method.  See “SECURITY FOR THE 2016 BONDS – First Amended Rate and Method.”  
Annual Special Taxes will be levied on Taxable Property within the Community Facilities District.  The 
2016 Bonds are secured by and payable from the Special Tax levied pursuant to the First Amended Rate 
and Method. 

 See “THE COMMUNITY FACILITIES DISTRICT” for a description of the Community 
Facilities District and the development in the Community Facilities District. 
 
Sources of Payment for the 2016 Bonds 

 The 2016 Bonds are secured by and payable from a first pledge of “Net Taxes,” which is defined 
in the Fiscal Agent Agreement as all Gross Taxes minus an amount equal to the Administrative Expense 
Requirement.  “Gross Taxes” is defined as the amount of all Special Taxes collected within the 
Community Facilities District and proceeds from the sale of property collected pursuant to the foreclosure 
provisions of the Fiscal Agent Agreement for the delinquency of such Special Taxes.  “Administrative 
Expense Requirement” is defined in the Fiscal Agent Agreement as the amount of $53,060 for Fiscal 
Year 2016-17 and subject to escalation by 2% each Fiscal Year thereafter, commencing in Fiscal Year 
2016-17.  See “SECURITY FOR THE 2016 BONDS – Special Tax Fund.”  “Special Taxes” are defined 
in the Fiscal Agent Agreement as the special taxes levied by the legislative body in accordance with the 
First Amended Rate and Method, the Resolution of Formation, an election held within the Community 
Facilities District pursuant to the Act, and the Ordinance (as each such term is defined herein). 

 Pursuant to the Act, the First Amended Rate and Method, the Resolution of Formation (as defined 
herein) and the Fiscal Agent Agreement, so long as the 2016 Bonds are outstanding, the Community 
Facilities District will annually ascertain the parcels on which the Special Taxes are to be levied in the 
following Fiscal Year, taking into account any subdivisions of parcels during the applicable Fiscal Year.  
The Community Facilities District shall effect the levy of the Special Taxes, in accordance with the First 
Amended Rate and Method and the Act, each Fiscal Year so that the computation of such levy is 
complete and transmitted to the Auditor of the County before the final date on which the Auditor of the 
County will accept the transmission of the Special Taxes for the parcels within the Community Facilities 
District for inclusion on the next real property tax roll.  See “SECURITY FOR THE 2016 BONDS – 
Special Taxes” herein. 
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 The First Amended Rate and Method exempts from the Special Tax all property owned by the 
State, the federal government and local governments, as well as certain other properties, subject to certain 
limitations.  See “SECURITY FOR THE 2016 BONDS – First Amended Rate and Method” and 
“BONDOWNERS’ RISKS – Exempt Properties.”  

 The 2016 Bonds and Parity Bonds (as defined herein) are also secured by a first pledge of all 
moneys deposited in the Reserve Fund.  (A separate reserve account will be established in the Reserve 
Fund in order to separately track rebate earnings with respect to the 2016 Bonds, but all of the moneys on 
deposit in the Reserve Fund secure payment of the 2016 Bonds and Parity Bonds.)  See “SECURITY 
FOR THE 2016 BONDS.” 

 The Fiscal Agent Agreement defines Reserve Requirement, with respect to the 2016 Bonds and 
any Parity Bonds, as an amount, as of any date of calculation, equal to the least of (i) 10% of the original 
principal amount of the 2016 Bonds and any Parity Bonds, (ii) maximum annual debt service on the 2016 
Bonds and any Parity Bonds, or (iii) 125% of average annual debt service on the 2016 Bonds and any 
Parity Bonds.  The ability of the Legislative Body to increase the annual Special Taxes levied to replenish 
the Reserve Fund is subject to the maximum annual amount of Special Taxes authorized by the qualified 
voters of the Community Facilities District and the terms of the First Amended Rate and Method and the 
provisions of Section 53321(d) of the Government Code as in effect at the time of formation of the 
Community Facilities District, which limits the special tax levied against any Assessor’s parcel for which 
an occupancy permit for private residential use has been issued from being increased by more than 10% 
as a consequence of delinquency or default by the owner of any other Assessor’s parcel within the 
Community Facilities District.  The moneys in the Reserve Fund will only be used for payment of 
principal of, interest and any redemption premium on the 2016 Bonds, and at the direction of the 
Community Facilities District, for payment of rebate obligations related to the 2016 Bonds.  See 
“SECURITY FOR THE 2016 BONDS –Special Tax Levy” and “ – Reserve Fund.” 

 The Community Facilities District has also covenanted in the Fiscal Agent Agreement to cause 
foreclosure proceedings to be commenced and prosecuted against certain parcels with delinquent 
installments of the Special Taxes.  For a more detailed description of the foreclosure covenant see 
“SECURITY FOR THE 2016 BONDS – Proceeds of Foreclosure Sales.” 

 THE 2016 BONDS, THE INTEREST THEREON, AND ANY PREMIUMS PAYABLE ON 
THE REDEMPTION OF ANY OF THE 2016 BONDS, ARE NOT AN INDEBTEDNESS OF THE 
SCHOOL DISTRICT, THE STATE OF CALIFORNIA (THE “STATE”) OR ANY OF ITS 
POLITICAL SUBDIVISIONS, AND NEITHER THE SCHOOL DISTRICT, THE COMMUNITY 
FACILITIES DISTRICT (EXCEPT TO THE LIMITED EXTENT DESCRIBED HEREIN), THE 
STATE NOR ANY OF ITS POLITICAL SUBDIVISIONS IS LIABLE ON THE 2016 BONDS.  
NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE SCHOOL 
DISTRICT, THE COMMUNITY FACILITIES DISTRICT (EXCEPT TO THE LIMITED 
EXTENT DESCRIBED HEREIN) OR THE STATE OR ANY POLITICAL SUBDIVISION 
THEREOF IS PLEDGED TO THE PAYMENT OF THE 2016 BONDS.  OTHER THAN THE 
SPECIAL TAXES LEVIED PURSUANT TO THE FIRST AMENDED RATE AND METHOD, 
NO TAXES ARE PLEDGED TO THE PAYMENT OF THE 2016 BONDS.  THE 2016 BONDS 
ARE NOT A GENERAL OBLIGATION OF THE COMMUNITY FACILITIES DISTRICT BUT 
ARE LIMITED OBLIGATIONS OF THE COMMUNITY FACILITIES DISTRICT PAYABLE 
SOLELY FROM SPECIAL TAXES LEVIED PURSUANT TO THE FIRST AMENDED RATE 
AND METHOD, AS MORE FULLY DESCRIBED HEREIN. 
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Appraisal Report 
 

An appraisal report of the 139 single-family detached lots within the Community Facilities 
District, dated June 10, 2016 (the “Appraisal Report”), was prepared by Harris Realty Appraisal, Newport 
Beach, California (the “Appraiser”), in connection with issuance of the Bonds.  The purpose of the 
Appraisal Report was to estimate the value of the fee simple interest of the property in the Community 
Facilities District, subject to the Special Tax lien as of a June 1, 2016 date of value.  Subject to the 
assumptions contained in the Appraisal Report, the Appraiser estimated that the property within the 
Community Facilities District, subject to the lien of the Special Taxes and overlapping liens, had an 
estimated value as follows: 
 

 
Ownership 

No. of 
Lots/Units1 

 
Appraised Value 

Individually Owned Homes Minimum Market Value 131 $153,105,000 
Rancho San Juan Development LLC Ownership     8       8,827,000 
Total 139 $154,161,000 

 
See “THE COMMUNITY FACILITIES DISTRICT – Appraised Property Value” and 

“APPENDIX C – Appraisal Report” for further information on the Appraisal Report. 
 
Tax Exemption 

 Assuming compliance with certain covenants and provisions of the Internal Revenue Code of 
1986, in the opinion of Bond Counsel, interest on the 2016 Bonds is excluded from gross income for 
federal income tax purposes, although it may be includable in the calculation of certain taxes.  Also in the 
opinion of Bond Counsel, interest on the 2016 Bonds will be exempt from State personal income taxes.  
See “LEGAL MATTERS – Tax Exemption” herein. 
 
Risk Factors Associated with Purchasing the 2016 Bonds 

 Investment in the 2016 Bonds involves risks that may not be appropriate for some investors.  See 
the section of this Official Statement entitled “BONDOWNERS’ RISKS” for a discussion of certain risk 
factors which should be considered, in addition to the other matters set forth herein, in considering the 
investment quality of the 2016 Bonds. 
 
Forward Looking Statements 

 Certain statements included or incorporated by reference in this Official Statement constitute 
“forward-looking statements” within the meaning of the United States Private Securities Litigation 
Reform Act of 1995, Section 21E of the United States Securities Exchange Act of 1934, as amended, and 
Section 27A of the United States Securities Act of 1933, as amended.  Such statements are generally 
identifiable by the terminology used such as a “plan,” “expect,” “estimate,” “project,” “budget,” 
“anticipate” or similar words.  Such forward-looking statements include, but are not limited to certain 
statements contained in the information under the caption “THE COMMUNITY FACILITIES 
DISTRICT” herein. 
 

                                                 
1  As noted above, there are 15 custom lots within the Community Facilities District.  The Appraisal Report also indicates the 
assessed value of the 15 custom lots.  The Community Facilities District has been advised by the Developer that such custom lots 
are currently not feasible to develop.  Bondowners should assume that no Special Taxes as either Developed Property or 
Undeveloped Property will be received with respect to such custom lots.  For that reason, the custom lots are not anticipated to 
make debt service on the Bonds. 
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 THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED 
IN SUCH FORWARD-LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS, 
UNCERTAINTIES AND OTHER FACTORS WHICH MAY CAUSE ACTUAL RESULTS, 
PERFORMANCE OR ACHIEVEMENTS DESCRIBED TO BE MATERIALLY DIFFERENT FROM 
ANY FUTURE RESULTS, PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY 
SUCH FORWARD-LOOKING STATEMENTS.  THE COMMUNITY FACILITIES DISTRICT AND 
THE SCHOOL DISTRICT DO NOT PLAN TO ISSUE ANY UPDATES OR REVISIONS TO THE 
FORWARD-LOOKING STATEMENTS SET FORTH IN THIS OFFICIAL STATEMENT. 
 
Professionals Involved in the Offering 

 U.S. Bank National Association, Los Angeles, California, will serve as the fiscal agent for the 
2016 Bonds and will perform the functions required of it under the Fiscal Agent Agreement for the 
payment of the principal of and interest and any premium on the 2016 Bonds and all activities related to 
the redemption of the 2016 Bonds.  Orrick, Herrington & Sutcliffe, Los Angeles, California, is serving as 
Bond Counsel to the Community Facilities District.  Burke, Williams & Sorensen, LLP, Santa Ana, 
California, is serving as special counsel to the School District.  James F. Anderson Law Firm, A 
Professional Corporation, Laguna Hills, California, is acting as Disclosure Counsel.  Stifel, Nicolaus & 
Company, Incorporated, Los Angeles, California, is acting as Underwriter in connection with the issuance 
and delivery of the 2016 Bonds.  Nossaman LLP, Irvine, California, is acting as Underwriter’s Counsel. 

 The Appraisal Report was prepared by Harris Realty Appraisal, Newport Beach, California.  
Government Financial Strategies inc., Sacramento, California, acted as Financial Advisor to the School 
District and the Community Facilities District and is serving as Dissemination Agent to the Community 
Facilities District, and David Taussig & Associates, Inc., Newport Beach, California, acted as Special Tax 
Consultant and CFD Administrator to the Community Facilities District. 

 Except for certain fees payable from Special Taxes to the Special Tax Consultant, Government 
Financial Strategies inc. and Appraiser, payment of the fees and expenses of Bond Counsel, Disclosure 
Counsel, the Special Tax Consultant, the Underwriter, Underwriter’s Counsel and the Fiscal Agent is 
contingent upon the sale and delivery of the 2016 Bonds. 
 
Other Information 

 This Official Statement speaks only as of its date, and the information contained herein is subject 
to change.  Brief descriptions of the 2016 Bonds, certain sections of the Fiscal Agent Agreement, security 
for the 2016 Bonds, risk factors, the Community Facilities District, the School District and other 
information are included in this Official Statement.  Such descriptions and information do not purport to 
be comprehensive or definitive.  The descriptions herein of the 2016 Bonds, the Fiscal Agent Agreement, 
and other resolutions and documents are qualified in their entirety by reference to the forms thereof and 
the information with respect thereto included in the 2016 Bonds, the Fiscal Agent Agreement, such 
resolutions and other documents.  All such descriptions are further qualified in their entirety by reference 
to laws and to principles of equity relating to or affecting generally the enforcement of creditors’ rights.  
Copies of such documents may be obtained from the Deputy Superintendent, Business & Support 
Services of the Capistrano Unified School District, 33122 Valle Road, San Juan Capistrano, California 
92675.  There may be a charge for copying, mailing and handling of any documents. 
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CONTINUING DISCLOSURE 

 The Community Facilities District.  The Community Facilities District has covenanted for the 
benefit of the Owners and Beneficial Owners of the 2016 Bonds to provide certain financial information 
and operating data relating to the Community Facilities District (the “Community Facilities District 
Annual Report”), by not later than nine months after the end of each Fiscal Year, commencing with the 
report for the 2015-16 Fiscal Year (which is due no later than March 31, 2017), and to provide notices of 
the occurrence of certain enumerated events.  The Community Facilities District Annual Report will 
either be filed by the Community Facilities District or Government Financial Strategies inc., as 
Dissemination Agent on behalf of the Community Facilities District, with the Municipal Securities 
Rulemaking Board (the “MSRB”) through the Electronic Municipal Market Access System (the “EMMA 
System”), in an electronic format and accompanied by identifying information as prescribed by the 
MSRB, with a copy to the Fiscal Agent.  Any notice of the occurrence of certain enumerated events will 
be filed by the Community Facilities District, or the Dissemination Agent on behalf of the Community 
Facilities District, with the MSRB through the EMMA System.  The specific nature of the information to 
be contained in the Community Facilities District Annual Report or notices of enumerated events is set 
forth in the Continuing Disclosure Certificate.  The covenants of the Community Facilities District in the 
Continuing Disclosure Certificate have been made in order to assist the Underwriter in complying with 
Securities and Exchange Commission Rule 15c2-12(b)(5) (the “Rule”).  A default under the Continuing 
Disclosure Certificate will not, in itself, constitute an event of default under the Fiscal Agent Agreement, 
and the sole remedy under the Continuing Disclosure Certificate in the event of any failure of the 
Community Facilities District or the Dissemination Agent to comply with the Continuing Disclosure 
Certificate will be an action to compel performance.   

Prior Disclosure Compliance by the Community Facilities District.  The Community Facilities 
District is the obligated person under the Continuing Disclosure Certificate.  A five-year review of 
compliance with disclosure undertakings for filings required by the Community Facilities District in 
connection with the prior undertaking under the Rule entered into in connection with the issuance of the 
2013 Bonds, indicates the Community Facilities District has filed annual reports in a timely manner and 
no listed events occurred such that any notices of listed events were required to be filed.  The Community 
Facilities District has developed procedures to ensure that future annual reports and notices of listed 
events are filed in a timely manner.  As of the date of this Official Statement, all required filings have 
been made in connection with the prior undertakings.  

 Prior Disclosure Compliance by the School District and Other Community Facilities Districts.  
The School District and other community facilities districts formed by the School District are not the 
obligation persons under the Continuing Disclosure Certificate.  A review of compliance with disclosure 
undertakings for filings required by the School District or by other community facilities districts formed 
by the School District (other than the Community Facilities District), since August 1, 2011, indicates that 
the School District or other community facilities districts formed by the School District may not have 
fully complied with their prior continuing disclosure undertakings under the Rule.  Identification of the 
below described events does not constitute a representation by the Community Facilities District, the 
School District or any other community facilities district formed by the School District that the late filings 
were material or that the School District or any other community facilities district formed by the School 
District, other than the Community Facilities District, is an obligated person under the Rule for this 
transaction.  The review indicates (i) that in connection with other community facilities districts formed 
by the School District, other than the Community Facilities District, certain audited financial statements 
were filed late in 2012 and 2013 and one annual report was filed late in 2012, (ii) in connection with 
several series of School Facilities Improvement District No. 1 general obligation bonds, the audited 
financial statements were filed late in 2012 and the annual report was filed late in 2013 and 2016, and (iii) 
in connection with two series of certificates of participation, the audited financial statements and the 
annual report were filed late in 2013 and 2016 with respect to one series of certificates of participation 
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and the audited financial statements were filed late in 2012 with respect to the other series of certificates 
of participation.  In addition, notices of rating changes were not always filed within 10 business days with 
respect to financings by the School District or community facilities districts formed by the School District 
(other than the Community Facilities District). 

 In order to remain in compliance with their respective undertakings in the future, the School 
District and the community facilities districts, including the Community Facilities District, have 
implemented procedures to file their annual reports on a timely basis and coordinate the efforts of 
personnel and firms responsible for preparing and/or monitoring compliance with the respective 
disclosure undertakings. 

 
THE FINANCING PLAN 

In connection with the prospective development of the land in the Community Facilities District, 
Whispering Hills, LLC, the Developer’s predecessor in interest as owner of the land in the Community 
Facilities District, and the School District entered into an Impact Mitigation Agreement Related to 
Proposed Community Facilities District No. 2005-1, dated as of July 1, 2005.  The Developer’s 
predecessor in interest and the School District had previously entered into a Reimbursement Agreement, 
dated January 23, 2002, and a Purchase and Sale Agreement and Escrow Agreement Instruction, dated 
April 28, 2003 (the “School Site Purchase Agreement”) (collectively, the “Initial Agreements”).  The 
Community Facilities District was formed by the Legislative Body pursuant to the Act and the Initial 
Agreements in order to finance the purchase of land by the School District (on which the San Juan Hills 
High School was subsequently constructed) from Whispering Hills, LLC, to finance facilities for the 
School District and to finance certain public improvements for the City.  In 2007, the Legislative Body 
conducted proceedings to add certain territory to the Community Facilities District. 
 

Certain disputes arose between Whispering Hills, LLC and the School District regarding the 
interpretation of provisions of the Initial Agreements, and in order to settle certain litigation filed by 
Whispering Hills, LLC in connection with such disputes, the School District, the Developer and 
Whispering Hills, LLC entered into a Settlement Agreement and General Releases, dated as of June 13, 
2011 (the “Settlement Agreement”).  In furtherance of the provisions of the Settlement Agreement, (i) the 
School District, the Community Facilities District, Whispering Hills, LLC and the Developer entered into 
a First Amended Impact Mitigation Agreement Related to the Whispering Hills Project and Community 
Facilities District No. 2005-1, dated June 13, 2011 (as amended by an Amendment No. 1 thereto, dated 
September 25, 2013, the “Mitigation Agreement”), (ii) the City, the School District, the Community 
Facilities District, the Developer and Whispering Hills, LLC entered into a First Amended and Restated 
Joint Community Facilities Agreement, dated June 13, 2011 (the “Joint Community Facilities 
Agreement”), and (iii) the Legislative Body conducted proceedings to approve the First Amended Rate 
and Method.  The Mitigation Agreement and the Joint Community Facilities Agreement supersede in 
their entirety the Initial Agreements, other than the School Site Purchase Agreement. 

According to information provided by the Developer, the members of the Developer are 
Woodbridge Builders, LLC, a Delaware limited liability company (“Woodbridge”), and Whispering Hills, 
LLC, a Delaware limited liability company (“Whispering Hills”).  Woodbridge is the managing member 
and is a single asset entity affiliated with Woodbridge Pacific Group, a California corporation 
(“Woodbridge Pacific”). 

 
Whispering Hills’ sole member is IHP Investment Fund II, L.P., a California limited partnership 

(“IHP Investment Fund II, L.P.”), which is managed by IHP Capital Partners, a California corporation 
(“IHP Capital Partners”).  IHP Investment Fund II, L.P. is an equity fund established to finance for-sale 
residential projects, with funding provided by institutional investors.  IHP Capital Partners is one of the 
nation’s largest investment firms dedicated primarily to providing equity financing for real estate 
development.  Founded in 1992, IHP Capital Partners is the primary real estate investment vehicle of 
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several of America’s largest financial institutions.  The firm invests institutional capital in for-sale 
residential real estate projects throughout the United States.  IHP Capital Partners has created 
neighborhoods and communities valued at more than $18 billion. 

The Mitigation Agreement and the Joint Community Facilities Agreement specify various matters 
related to the issuance of bonds by the Community Facilities District and the disposition of the proceeds of 
such bonds.  Under the Mitigation Agreement, the Community Facilities District was obligated to sell a 
first series of the bonds authorized to be issued by the Community Facilities District following the date on 
which the 70th dwelling unit has been sold to a third party individual owner.  The Community Facilities 
District is obligated to issue a second series of bonds following the date on which the 140th dwelling unit 
has been sold to a third party individual owner.  The 2013 Bonds were the first series of the bonds required 
to be issued under the Mitigation Agreement.  The 2016 Bonds represent the second series of the bonds 
required to be issued under the Mitigation Agreement.  See “SECURITY FOR THE 2016 BONDS – Parity 
Bonds” for the requirements of the Fiscal Agent Agreement applicable to the issuance of Parity Bonds, 
some of which are less stringent than the foregoing requirements of the Mitigation Agreement.  See also 
“THE COMMUNITY FACILITIES DISTRICT – General Information” for a description of the 
development of the property in the Community Facilities District. 

The Mitigation Agreement and the Joint Community Facilities Agreement specify the disposition 
of the proceeds of bonds issued by the Community Facilities District.  Those agreements require that 
Community Facilities District bond proceeds be used: first, to fund costs of issuance of the bonds, a 
reserve fund for the bonds and any necessary capitalized interest for the bonds; second (with respect to 
the first series of bonds only), to reimburse the Developer for amounts it provided in connection with the 
negotiation of the Initial Agreements and the formation of the Community Facilities District, and the 
Community Facilities District proceedings conducted in 2011 in connection with the Mitigation 
Agreement and the Joint Community Facilities Agreement; third (with respect to the second series of 
bonds only), to reimburse the Developer for certain amounts it may advance in connection with the 
issuance of the second series of bonds; and fourth, (a) with respect to the first series of the bonds, 60% of 
the remaining proceeds plus certain proceeds of Special Tax levies collected prior to the issuance of any 
bonds, were to be deposited to a School Facilities Account, with any remaining proceeds deposited to a 
City Facilities Account, and (b) with respect to the second series of the bonds (the 2016 Bonds), 60% of 
the remaining proceeds plus an amount equal to a portion of the amount of the proceeds of Special Tax 
levies collected following the issuance of the 2013 Bonds and the 2016 Bonds (and not needed to pay 
debt service on the 2013 Bonds and the 2016 Bonds and Administrative Expenses of the Community 
Facilities District), are to be deposited to the School Facilities Account and the remaining proceeds to the 
City Facilities Account. 

Pursuant to the Mitigation Agreement and the Joint Community Facilities Agreement, proceeds 
of the 2013 Bonds were deposited into the Incremental Payment Subaccount of the School Facilities 
Account and used to make incremental payments to the Developer in respect of the purchase price of the 
school site authorized to be funded by the Community Facilities District in an amount of $6,000,000 and 
possible interest thereon under certain circumstances, and once that obligation is satisfied, bond proceeds 
are to be deposited to a Project Subaccount to be used to pay costs of facilities of the School District 
authorized to be funded by the Community Facilities District.  The Developer received $4,018,638 in 
2013 as partial payment toward this obligation.  The remaining amount of $1,948,381.95 is to be paid 
from prior Special Tax collections and from the proceeds of the 2016 Bonds. 
 

Proceeds of bonds deposited to the City Facilities Account will be used by the City to pay costs of 
certain public improvements authorized to be funded by the Community Facilities District and in 
accordance with the provisions of the Joint Community Facilities Agreement.  See “ESTIMATED 
SOURCES AND USES OF FUNDS” for the expected uses of the proceeds of the 2016 Bonds. 
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 The 2016 Bonds will be Parity Bonds issued in accordance with the parity bond provisions of the 
Fiscal Agent Agreement.  See “SECURITY FOR THE 2016 BONDS – Parity Bonds” and “THE 
COMMUNITY FACILITIES DISTRICT – General Information.” 

 
ESTIMATED SOURCES AND USES OF FUNDS 

 The proceeds from the sale of the 2016 Bonds will be deposited into the following respective 
accounts and funds established under the Fiscal Agent Agreement, as follows: 
  

SOURCES  
Principal Amount of 2016 Bonds $12,575,000.00 

Plus:  Original Issue Premium 799,572.60 

Less:  Underwriter’s Discount       (103,743.75) 

Total Sources $13,270,828.85 

  

USES  

Deposit into School Facilities Account of the Construction Fund (1)  $7,323,098.05 

Deposit into City Facilities Account of the Construction Fund 4,847,530.37 

Deposit into Reserve Fund 904,200.43 

Deposit into Costs of Issuance Account (2) 171,000.00 

Developer reimbursement (3)         25,000.00 

 Total Uses $13,270,828.85 

  
(1) A portion of the proceeds of the 2016 Bonds, together with prior Special Tax collections, will be used to pay the 

remaining amount of the $1,948,381.95 obligation owed to the Developer with respect to the purchase price of the 
school site. 

(2) Includes, among other things, the fees and expenses of Bond Counsel, Disclosure Counsel, the Financial Advisor and 
the Appraiser, the cost of printing the preliminary and final Official Statements, the fees of the Special Tax Consultant 
and reimbursement to the School District. 

(3) Amount to be paid to the Developer to satisfy the School District’s obligation under the Mitigation Agreement to 
reimburse certain amounts advanced or otherwise incurred in connection with the 2016 Bonds or the School District. 
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THE 2016 BONDS 
 
Authority for Issuance 

 The 2016 Bonds are authorized pursuant to a resolution adopted by the Legislative Body on 
July 20, 2016.  The 2016 Bonds will be issued pursuant to the Act and the Fiscal Agent Agreement. 
 
General Provisions 

 The 2016 Bonds will be dated their date of delivery and will bear interest at the rates per annum 
set forth on the inside cover page hereof, calculated on the basis of a 360-day year of twelve 30-day 
months, payable semi-annually on each March 1 and September 1, commencing on March 1, 2017 (each, 
an “Interest Payment Date”), and will mature in the amounts and on the dates set forth on the inside cover 
page hereof.  The 2016 Bonds will be issued in fully-registered form in denominations of $5,000 each or 
any integral multiple thereof and when delivered, will be registered in the name of Cede & Co., as 
nominee of The Depository Trust Company (“DTC”).  DTC will act as securities depository for the 2016 
Bonds.  Ownership interests in the 2016 Bonds may be purchased in book-entry form only, in 
denominations of $5,000 or any integral multiple thereof within a single maturity.  So long as the 2016 
Bonds are held in book-entry form, principal of, premium, if any, and interest on the 2016 Bonds will be 
paid directly to DTC for distribution to the beneficial owners of the 2016 Bonds in accordance with the 
procedures adopted by DTC.  See “THE 2016 BONDS – Book-Entry and DTC.” 

 Interest on the 2016 Bonds is payable from the Interest Payment Date next preceding the date of 
authentication thereof unless (i) a 2016 Bond is authenticated on or before an Interest Payment Date and 
after the close of business on the 15th calendar day of the month immediately preceding an Interest 
Payment Date whether or not such day is a Business Day (the “Record Date”), in which event it will bear 
interest from such Interest Payment Date, (ii) a 2016 Bond is authenticated on or before the first Record 
Date, in which event interest thereon will be payable from the date of issuance of the 2016 Bonds, or (iii) 
interest on any 2016 Bond is in default as of the date of authentication thereof, in which event interest 
thereon will be payable from the date to which interest has previously been paid or duly provided for.  
Interest will be paid in lawful money of the United States of America on each Interest Payment Date.  
Interest will be paid by check of the Fiscal Agent mailed by first class mail, postage prepaid, or by wire 
transfer made on such Interest Payment Date upon the written instructions of any Owner of $1,000,000 or 
more 2016 Bonds to an account within the United States of America, on each Interest Payment Date to 
the 2016 Bond Owners at their respective addresses shown on the Registration Books as of the close of 
business on the preceding Record Date.  Notwithstanding the foregoing, interest on any 2016 Bond which 
is not punctually paid or duly provided for on any Interest Payment Date will, if and to the extent that 
amounts subsequently become available therefore, be paid on a payment date established by the Fiscal 
Agent to the person in whose name the ownership of such 2016 Bond is registered on the Registration 
Books at the close of business on a special record date to be established by the Fiscal Agent for the 
payment of such defaulted interest, notice of which will be given to such Owner not less than ten days 
prior to such special record date 

 The principal of the 2016 Bonds will be payable in lawful money of the United States of America 
upon presentation and surrender thereof upon maturity or earlier redemption at the Principal Corporate 
Trust Office of the Fiscal Agent.  Payment of principal of any 2016 Bond will be made only upon 
presentation and surrender of such Bond at the Principal Corporate Trust Office of the Fiscal Agent. 
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Debt Service Schedule 

 The following table presents the annual debt service on the 2016 Bonds (including sinking fund 
redemptions), assuming that there are no early redemptions. 

Table 1 
 Community Facilities District No. 2005-1 (Whispering Hills) 

of the Capistrano Unified School District 
 

 Scheduled Annual Debt Service on 2016 Bonds 

Year Ending  
September 1 

 
Principal 

 
Interest 

Total 
Debt Service 

2017 $60,000 $453,169.17 $513,169.17
2018 65,000 459,650.00 524,650.00
2019 80,000 458,350.00 538,350.00
2020 85,000 456,750.00 541,750.00
2021 105,000 455,050.00 560,050.00
2022 115,000 452,950.00 567,950.00
2023 130,000 450,650.00 580,650.00
2024 145,000 446,750.00 591,750.00
2025 160,000 442,400.00 602,400.00
2026 175,000 437,600.00 612,600.00
2027 195,000 432,350.00 627,350.00
2028 215,000 426,500.00 641,500.00
2029 235,000 417,900.00 652,900.00
2030 260,000 408,500.00 668,500.00
2031 280,000 398,100.00 678,100.00
2032 305,000 386,900.00 691,900.00
2033 330,000 374,700.00 704,700.00
2034 355,000 364,800.00 719,800.00
2035 385,000 354,150.00 739,150.00
2036 410,000 342,600.00 752,600.00
2037 440,000 330,300.00 770,300.00
2038 470,000 317,100.00 787,100.00
2039 495,000 303,000.00 798,000.00
2040 535,000 283,200.00 818,200.00
2041 570,000 261,800.00 831,800.00
2042 605,000 239,000.00 844,000.00
2043 650,000 214,800.00 864,800.00
2044 1,480,000 188,800.00 1,668,800.00
2045 1,570,000 129,600.00 1,699,600.00
2046     1,670,000          66,800.00     1,736,800.00

$12,575,000 $10,754,219.17 $23,329,219.17
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Estimated Debt Service Coverage 
 
The following table presents the estimated Net Taxes, annual debt service on the 2016 Bonds 

(including sinking fund redemptions), assuming that there are no early redemptions, and resulting 
estimated debt service coverage. 

Table 2 
Community Facilities District No. 2005-1 (Whispering Hills) 

of the Capistrano Unified School District 

Debt Service Coverage from Net Taxes 

Bond 
Year 

Ending 
September 1 

 

Residential 
Developed 

Special Tax 
Revenues (1)(2) 

 

Non-Residential
Developed 

Special Tax 
Revenues 

 

Annual 
Administrative 

Expenses (3) 

 

Net 
Special 

Tax 
Revenues 

 

Series 
2013 
Debt 

Service 

 

Series 
2016 
Debt 

Service 

 

Total 
Debt 

Service 

 

Coverage from 
Developed 
Property (4) 

2017 $1,138,070 $0  $53,060  $1,085,010  $461,750  $513,169  $974,919  111.29% 

2018 1,160,831 0  54,122  1,106,710  470,400  524,650  995,050  111.22 

2019 1,184,048 0  55,204  1,128,844  478,750  538,350  1,017,100  110.99 

2020 1,207,729 0  56,308  1,151,421  491,800  541,750  1,033,550  111.40 

2021 1,231,884 0  57,434  1,174,449  498,600  560,050  1,058,650  110.94 

2022 1,256,521 0  58,583  1,197,938  510,000  567,950  1,077,950  111.13 

2023 1,281,652 0  59,755  1,221,897  520,800  580,650  1,101,450  110.94 

2024 1,307,285 0  60,950  1,246,335  531,000  591,750  1,122,750  111.01 

2025 1,333,430 0  62,169  1,271,262  540,263  602,400  1,142,663  111.25 

2026 1,360,099 0  63,412  1,296,687  553,700  612,600  1,166,300  111.18 

2027 1,387,301 0  64,680  1,322,621  561,050  627,350  1,188,400  111.29 

2028 1,415,047 0  65,974  1,349,073  572,494  641,500  1,213,994  111.13 

2029 1,443,348 0  67,293  1,376,054  588,013  652,900  1,240,913  110.89 

2030 1,472,215 0  68,639  1,403,576  597,088  668,500  1,265,588  110.90 

2031 1,501,659 0  70,012  1,431,647  609,588  678,100  1,287,688  111.18 

2032 1,531,692 0  71,412  1,460,280  620,838  691,900  1,312,738  111.24 

2033 1,562,326 0  72,841  1,489,486  635,838  704,700  1,340,538  111.11 

2034 1,593,573 0  74,297  1,519,275  648,925  719,800  1,368,725  111.00 

2035 1,625,444 0  75,783  1,549,661  655,325  739,150  1,394,475  111.13 

2036 1,657,953 0  77,299  1,580,654  669,150  752,600  1,421,750  111.18 

2037 1,691,112 0  78,845  1,612,267  681,050  770,300  1,451,350  111.09 

2038 1,724,934 0  80,422  1,644,512  696,025  787,100  1,483,125  110.88 

2039 1,759,433 0  82,030  1,677,403  713,800  798,000  1,511,800  110.95 

2040 1,794,622 0  83,671  1,710,951  724,100  818,200  1,542,300  110.94 

2041 1,830,514 0  85,344  1,745,170  742,200  831,800  1,574,000  110.87 

2042 1,867,124 0  87,051  1,780,073  757,550  844,000  1,601,550  111.15 

2043 1,904,467 0  88,792  1,815,675  770,150  864,800  1,634,950  111.05 

2044 1,942,556 0  90,568  1,851,988  0  1,668,800  1,668,800  110.98 

2045 1,981,407 0  92,379  1,889,028  0  1,699,600  1,699,600  111.15 

2046 2,021,035 0  94,227  1,926,808  0  1,736,800  1,736,800  110.94 

 
(1) Special Tax Revenues based on 100.00% of the Assigned Special Tax rates.  The Assigned Special rates escalate by 2.00% per year.  Fiscal 

Year 2016-17 includes 139 permits issued prior to the January 1, 2016, cutoff for Developed Property of which as of June 1, 2016, 131 are 
completed homes with closed sales to individual homeowners.  Assumes no future development thereafter and no Special Taxes levied with 
respect to the 15 custom lots. 

(2) Pursuant to Section 53321(d) of the Government Code as in effect at the time of formation of the Community Facilities District, the special 
tax levied against any Assessor’s parcel for which an occupancy permit for private residential use has been issued shall not be increased by 
more than 10% as a consequence of delinquency or default by the owner of any other Assessor’s parcel within the Community Facilities 
District.  As a result, it is possible that the School District may not be able to increase the tax levy to the assigned special tax in all years. 

(3) Based on Administrative Expense Requirement equal to $53,060 in Fiscal Year 2016-17, escalated by 2.00% per year thereafter. 
(4) Calculated by dividing the Net Special Tax Revenues column by the Series 2016 Debt Service column.  One parcel was delinquent in the 

payment of Special Taxes as of July 25, 2016, and excluding Special Taxes from that parcel, coverage from Special Taxes on Developed 
Property is at least 1.10 times the Series 2016 Debt Service column.  As of August 17, 2016, that parcel has paid the delinquent Special 
Taxes. 

____________________ 
Source:  David Taussig & Associates, Inc. 
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Redemption 

 Optional Redemption.  The 2016 Bonds maturing on and after September 1, 2024 are subject to 
redemption in authorized denominations, in whole or in part, on any date on and after September 1, 2023, 
at the following respective redemption prices (expressed as percentages of the principal amount of the 
2016 Bonds to be redeemed), plus accrued interest thereon to the date of redemption: 

   Redemption Date     Redemption Price 
  
 September 1, 2023 through August 31, 2024     102% 
 September 1, 2024 through August 31, 2025     101 
 September 1, 2025 and any date thereafter     100 

 Special Mandatory Redemption from Prepaid Special Taxes.  The 2016 Bonds are subject to 
mandatory redemption, in whole or in part, in authorized denominations on any Interest Payment Date, 
from and to the extent of any prepayment of Special Taxes, at the following respective Redemption Prices 
(expressed as percentages of the principal amount of the 2016 Bonds to be redeemed), plus accrued 
interest thereon to the date of redemption: 

   Redemption Date     Redemption Price 
  
 Any Interest Payment Date beginning March 1, 2017 through  
       and including March 1, 2023       103% 
 September 1, 2023 and March 1, 2024      102 
 September 1, 2024 and March 1, 2025      101 
 September 1, 2025 and any Interest Payment Date thereafter   100 

 
Mandatory Sinking Fund Redemption.  The 2016 Bonds, maturing on September 1, 2036, 

September 1, 2038 and September 1, 2046 are subject to mandatory sinking fund redemption, in part, on 
September 1 in each year, commencing September 1, 2035, September 1, 2037 and September 1, 2039, 
respectively, at a redemption price equal to the principal amount of the 2016 Bonds to be redeemed, 
without premium, plus accrued interest thereon to the date of redemption, in the aggregate respective 
principal amounts in the respective years as follows: 

 
Bonds Maturing on September 1, 2036 

Sinking Fund Redemption Date 
(September 1) 

Principal Amount 
to be Redeemed 

2035 $385,000 
2036 (maturity) 410,000 

 

Bonds Maturing on September 1, 2038 

Sinking Fund Redemption Date 
(September 1) 

Principal Amount 
to be Redeemed 

2037 $440,000 
2038 (maturity) 470,000 
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Bonds Maturing on September 1, 2046 

Sinking Fund Redemption Date 
(September 1) 

Principal Amount 
to be Redeemed 

2039 $495,000 
2040 535,000 
2041 570,000 
2042 605,000 
2043 650,000 
2044 1,480,000 
2045 1,570,000 
2046 (final maturity) 1,670,000 

 If some but not all of the 2016 Bonds maturing on September 1, 2036, September 1, 2038 and 
September 1, 2046, respectively, are redeemed pursuant to optional redemption, the principal amount of 
2016 Bonds maturing on September 1, 2036, September 1, 2038 and September 1, 2046, respectively, to 
be redeemed pursuant to sinking fund redemption on any subsequent September 1 will be reduced, by 
$5,000 or an integral multiple thereof, as designated by the Community Facilities District in a Written 
Certificate of the Community Facilities District filed with the Fiscal Agent; provided, however, that the 
aggregate amount of such reductions will not exceed the aggregate amount of 2016 Bonds maturing on 
September 1, 2036, September 1, 2038 and September 1, 2046, respectively, redeemed pursuant to 
optional redemption. 

 Purchase In Lieu of Redemption.  In lieu of, or partially in lieu of, any Optional Redemption or 
Special Mandatory Redemption from Prepaid Special Taxes, moneys deposited in an account of the 
Redemption Fund may be used to purchase the Outstanding 2016 Bonds that were to be redeemed with 
such funds in the manner provided in the Fiscal Agent Agreement. Purchases of Outstanding 2016 Bonds 
may be made by the Community Facilities District prior to the selection of 2016 Bonds for redemption by 
the Community Facilities District and Fiscal Agent, at public or private sale as and when and at such 
prices as the Community Facilities District may in its discretion determine but only at prices (including 
brokerage or other expenses) not more than par plus accrued interest, and, in the case of funds in the 
Optional Redemption Account or the Mandatory Redemption Account, the applicable premium to be paid 
in connection with the proposed redemption.  Any accrued interest payable upon the purchase of 2016 
Bonds may be paid from the Interest Account of the Bond Fund for payment of interest on the next 
following Interest Payment Date. 

 Notice of Redemption.  The Fiscal Agent will mail, at least thirty (30) days but no more than sixty 
(60) days prior to the redemption date, notice of redemption to the respective Registered Owners of the 
2016 Bonds appearing on the 2016 Bond register books (the “Bond Register”).  Such notice of 
redemption will (a) specify the CUSIP numbers and serial numbers of the 2016 Bonds selected for 
redemption, except that where all the 2016 Bonds or all 2016 Bonds of a single maturity are subject to 
redemption, the serial numbers thereof need not be specified; (b) state the original issue date, the interest 
rate and the maturity date of the 2016 Bond selected for redemption; (c) state the date fixed for 
redemption; (d) state the redemption price; (e) state the place or places where the 2016 Bonds are to be 
redeemed; and (f) in the case of 2016 Bonds to be redeemed only in part, state the portion of such 2016 
Bond which is to be redeemed. 

 The actual receipt by the Owner of any 2016 Bond of notice of such redemption will not be a 
condition precedent thereto, and neither failure to receive such notice nor any defect therein will affect the 
validity of the proceedings for the redemption of such 2016 Bond, or the cessation of interest on the 
redemption date. A certificate by the Fiscal Agent that notice of such redemption has been given as herein 
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provided will be conclusive as against all parties, and it will not be open to any Owner to show that he or 
she failed to receive notice of such redemption. 

 Contingent Notice of Redemption; Rescission.  Any notice of optional redemption may specify 
that redemption of the 2016 Bonds designated for redemption on the specified date will be subject to the 
receipt by the Community Facilities District and/or the Fiscal Agent, as applicable, of moneys sufficient 
to cause such redemption, and neither the Community Facilities District nor the Fiscal Agent will have 
any liability to the Owners of any Bonds, or any other party, as a result of the Community Facilities 
District's failure to redeem the 2016 Bonds and Parity Bonds designated for redemption as a result of 
insufficient moneys therefor. 

 Any notice of an optional redemption may be cancelled and annulled if for any reason funds are 
not, or will not, be available on the date fixed for redemption for the payment in full of the 2016 Bonds 
then called for redemption. Such cancellation and annulment is not a default under the Fiscal Agent 
Agreement. The Community Facilities District will not have any liability to the Bondowners, or any other 
party, as a result of the Community Facilities District's failure to redeem the 2016 Bonds designated for 
redemption as a result of insufficient moneys therefore. 

 Additionally, the Community Facilities District may rescind any optional redemption of the 2016 
Bonds, and notice thereof, for any reason on any date prior to the date fixed for such redemption by 
causing written notice of the rescission to be given to the Owners of the 2016 Bonds so called for 
redemption. Notice of rescission of redemption will be given in the same manner in which notice of 
redemption was originally given. The actual receipt by the Owner of any Bond of notice of such 
rescission will not be a condition precedent to rescission, and failure to receive such notice or any defect 
in such notice will not affect the validity of the rescission. Neither the Community Facilities District nor 
the Fiscal Agent will have any liability to the Owners of any 2016 Bonds, or any other party, as a result of 
the Community Facilities District's decision to rescind redemption of any 2016 Bonds pursuant to these 
provisions. 

 Effect of Notice and Availability of Redemption Money.  Notice of redemption having been duly 
given, as provided in the Fiscal Agent Agreement, and the amount necessary for the redemption having 
been made available for that purpose and being available therefor on the date fixed for such redemption: 

(1) the 2016 Bonds, or portions thereof, designated for redemption will, on the date fixed for 
redemption, become due and payable at the redemption price thereof as provided in the 
Fiscal Agent Agreement, anything in the Fiscal Agent Agreement, or in the 2016 Bonds, 
to the contrary notwithstanding; 

(2) upon presentation and surrender thereof at the Principal Corporate Trust Office of the 
Fiscal Agent, or such other location as may be designated by the Fiscal Agent, such 2016 
Bond will be redeemed at the said redemption price; 

(3) from and after the redemption date, the 2016 Bonds or portions thereof so designated for 
redemption will be deemed to be no longer Outstanding and such 2016 Bonds or portions 
thereof will cease to bear further interest; and 

(4) from and after the date fixed for redemption, no Owner of any of the 2016 Bonds or 
portions thereof so designated for redemption will be entitled to any of the benefits of the 
Fiscal Agent Agreement, or to any other rights, except with respect to payment of the 
redemption price and interest accrued to the redemption date from the amounts so made 
available. 
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Registration, Transfer and Exchange 

 Registration.  Subject to the provisions of the Fiscal Agent Agreement relating to book-entry 
bonds, the Fiscal Agent will keep, or cause to be kept, at the Principal Corporate Trust Office of the Fiscal 
Agent, sufficient records for the registration and transfer of ownership of the 2016 Bonds will be open to 
inspection during regular business hours and upon reasonable notice by the Community Facilities District,  
and upon presentation for such purpose, the Fiscal Agent will, under such reasonable regulations as it may 
prescribe, register or transfer or cause to be registered or transferred, on such records, the ownership of 
the 2016 Bonds.  The Community Facilities District and the Fiscal Agent may treat and consider the 
person in whose name each 2016 Bonds is registered in the Bond Register as the holder and absolute 
Owner of such 2016 Bond for the purpose of payment of principal of, interest, and premium, if any, with 
respect to such 2016 Bond, for the purpose of giving notices of redemption, if applicable, and other 
matters with respect to such 2016 Bond, for the purpose of registering transfers with respect to such 2016 
Bond and for all other purposes whatsoever under the Fiscal Agent Agreement. 

 Registration of Exchange or Transfers of 2016 Bonds.  Subject to the provisions of the Fiscal 
Agent Agreement relating to book-entry bonds, the registration of any 2016 Bond may, in accordance 
with its terms, be transferred upon the Bond Register by the person in whose name it is registered, in 
person or by his or her duly authorized attorney, upon surrender of such 2016 Bond for cancellation at the 
Principal Corporate Trust Office of the Fiscal Agent, accompanied by delivery of a written instrument of 
transfer in a form approved by the Fiscal Agent and duly executed by the Bondowner or his or her duly 
authorized attorney. 2016 Bonds may be exchanged at the Principal Corporate Trust Office of the Fiscal 
Agent for a like aggregate principal amount and maturity of 2016 Bonds of other authorized 
denominations.  The Fiscal Agent may charge the Bondowner any tax or other governmental charge 
required with respect to such transfer or exchange.  Whenever any 2016 Bonds shall be surrendered for 
registration of transfer or exchange, the Community Facilities District will execute, and the Fiscal Agent 
will authenticate and deliver, a new 2016 Bond, for a like aggregate principal amount and maturity; 
provided, that the Fiscal Agent will not be required to register transfers or make exchanges of: (i) 2016 
Bonds for a period of 15 days next preceding the date established by the Fiscal Agent for selection of the 
2016 Bonds to be redeemed, or (ii) any 2016 Bonds chosen for redemption. 

 Exchange of 2016 Bonds.  Subject to the provisions of the Fiscal Agent Agreement relating to 
book-entry bonds, 2016 Bonds may be exchanged at the Principal Corporate Trust Office of the Fiscal 
Agent for a like aggregate principal amount of 2016 Bonds of authorized denominations, interest rate and 
maturity, subject to the terms and conditions of the Fiscal Agent Agreement, including the payment of 
certain charges, if any, upon surrender and cancellation of a 2016 Bond. 
 
Book-Entry and DTC 

 DTC will act as securities depository for the 2016 Bonds.  The 2016 Bonds will be issued as 
fully-registered securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such 
other name as may be requested by an authorized representative of DTC.  One fully-registered 2016 Bond 
certificate will be issued for each maturity of the 2016 Bonds, each in the aggregate principal amount of 
such maturity, and will be deposited with DTC.  See APPENDIX G – “Book-Entry System.” 
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SECURITY FOR THE 2016 BONDS 
 
General 

 Pursuant to the Act and the Fiscal Agent Agreement, the 2016 Bonds and Parity Bonds are 
equally payable from the Net Taxes without priority for number, date of the 2016 Bonds and Parity 
Bonds, date of sale, date of execution or date of delivery, and the payment of the interest on and principal 
of the 2016 Bonds and Parity Bonds and any premiums upon the redemption thereof shall be exclusively 
paid from the Net Taxes and amounts held in the following funds and accounts created under the Fiscal 
Agent Agreement: the Special Tax Fund, the Bond Fund, the Reserve Fund, and the Redemption Fund 
(and all accounts of the foregoing funds), which are pledged for the payment of the 2016 Bonds and 
Parity Bonds, and such Net Taxes and any interest earned on the Net Taxes constitute a trust fund for the 
payment of the interest on and principal of the 2016 Bonds and Parity Bonds and so long as any of the 
2016 Bonds and Parity Bonds or interest thereon are unpaid the Net Taxes and interest thereon will not be 
used for any other purpose, except as permitted by the Fiscal Agent Agreement or any Supplement, and 
shall be held in trust for the benefit of the Bondowners and shall be applied pursuant to the Fiscal Agent 
Agreement, or any Supplement pursuant to provisions therein.  Notwithstanding any provision contained 
in the Fiscal Agent Agreement to the contrary, Net Taxes deposited in the Administrative Expense Fund, 
the Construction Fund, the Rebate Fund and the Surplus Facilities Fund are no longer considered to be 
pledged to the 2016 Bonds or Parity Bonds and the Administrative Expense Fund, the Construction Fund, 
the Rebate Fund and the Surplus Facilities Fund (including all accounts of the foregoing funds), will not 
be construed as trust funds held for the benefit of the Bondowners. 

 Pursuant to the Act and the Fiscal Agent Agreement, the Community Facilities District will 
annually fix and levy the amount of Special Taxes within the Community Facilities District required for 
the payment of principal of and interest on Outstanding 2016 Bonds and Parity Bonds becoming due and 
payable during the ensuing year (including any necessary replenishment or expenditure of the Reserve 
Fund for the 2016 Bonds and Parity Bonds), an amount equal to the Administrative Expense 
Requirement, and any additional amounts necessary for expenses incurred in connection with 
administration or enforcement of delinquent Special Taxes. 

 The School Facilities and City Facilities constructed and acquired with the proceeds of the 2016 
Bonds or any Parity Bonds are not in any way pledged to pay the debt service on the 2016 Bonds.  Any 
proceeds of condemnation or destruction of any facilities financed with the proceeds of the 2016 Bonds or 
Parity Bonds are not pledged to pay the debt service on the 2016 Bonds or Parity Bonds. 
 
Special Taxes 

 The Community Facilities District has covenanted in the Fiscal Agent Agreement to comply with 
all requirements of the Act so as to assure the timely collection of Special Taxes, including without 
limitation, the enforcement of delinquent Special Taxes.  The First Amended Rate and Method provides 
that the Special Taxes will be collected in the same manner and at the same time as ordinary ad valorem 
property taxes, provided, however, that the Community Facilities District may directly bill the Special 
Tax and may collect the Special Tax at a different time or in a different manner if necessary to meet its 
financial obligations.  

 Because the Special Tax levy is limited to the Maximum Special Tax rates set forth in the 
First Amended Rate and Method, no assurance can be given that, in the event of Special Tax 
delinquencies, the receipt of Special Taxes will, in fact, be collected in sufficient amounts in any 
given year to pay debt service on the 2016 Bonds. 
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 Although the Special Taxes, when levied, will constitute a lien on parcels subject to taxation, it 
does not constitute a personal indebtedness of the owners of property.  There is no assurance that the 
owners of real property will be financially able to pay the annual Special Tax or that they will pay such 
tax even if financially able to do so.  See “BONDOWNERS’ RISKS” herein. 

 THE 2016 BONDS, THE INTEREST THEREON, AND ANY PREMIUMS PAYABLE ON 
THE REDEMPTION OF ANY OF THE 2016 BONDS, ARE NOT AN INDEBTEDNESS OF THE 
SCHOOL DISTRICT, THE STATE OF CALIFORNIA (THE “STATE”) OR ANY OF ITS 
POLITICAL SUBDIVISIONS, AND NEITHER THE SCHOOL DISTRICT, THE COMMUNITY 
FACILITIES DISTRICT (EXCEPT TO THE LIMITED EXTENT DESCRIBED HEREIN), THE 
STATE NOR ANY OF ITS POLITICAL SUBDIVISIONS IS LIABLE ON THE 2016 BONDS.  
NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE SCHOOL 
DISTRICT, THE COMMUNITY FACILITIES DISTRICT (EXCEPT TO THE LIMITED 
EXTENT DESCRIBED HEREIN) OR THE STATE OR ANY POLITICAL SUBDIVISION 
THEREOF IS PLEDGED TO THE PAYMENT OF THE 2016 BONDS.  OTHER THAN THE 
SPECIAL TAXES LEVIED PURSUANT TO THE FIRST AMENDED RATE AND METHOD, 
NO TAXES ARE PLEDGED TO THE PAYMENT OF THE 2016 BONDS.  THE 2016 BONDS 
ARE NOT A GENERAL OBLIGATION OF THE COMMUNITY FACILITIES DISTRICT BUT 
ARE LIMITED OBLIGATIONS OF THE COMMUNITY FACILITIES DISTRICT PAYABLE 
SOLELY FROM THE SPECIAL TAXES LEVIED PURSUANT TO THE FIRST AMENDED 
RATE AND METHOD, AS MORE FULLY DESCRIBED HEREIN. 
 
First Amended Rate and Method 

The Special Taxes will be levied and collected according to the First Amended Rate and Method, 
which provides the means by which the Legislative Body may annually levy the Special Taxes within the 
Community Facilities District, up to the maximum Special Tax rates, and to determine the amount of the 
Special Taxes that will need to be collected each Fiscal Year from the “Taxable Property” within the 
Community Facilities District. 

The following is a synopsis of the provisions of the First Amended Rate and Method, which 
should be read in conjunction with the complete text of the First Amended Rate and Method which is 
included in APPENDIX B.  Capitalized terms used but not defined in this section have the meanings 
given them in the First Amended Rate and Method.  This section provides only a summary of the First 
Amended Rate and Method, and is qualified by more complete and detailed information contained in the 
entire First Amended Rate and Method included in APPENDIX B. 

The First Amended Rate and Method defines five categories of Taxable Property: “Developed 
Property,” “Taxable Public Property,” “Taxable Property Owner Association Property,” “Taxable 
Religious Property” and “Undeveloped Property.”  Undeveloped Property becomes “Custom Lot 
Property” at the close of escrow of the sale of such property to an owner other than Rancho San Juan 
Development LLC or upon the issuance of a building permit for the property. 

Developed Property, other than Custom Lot Property, is distinguished from Undeveloped 
Property by the issuance of a building permit.  Specifically, property for which a building permit was 
issued as of January 1 will be classified as Developed Property in the following fiscal year. 
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The Special Tax is levied each year as follows: 

First:  The Special Tax shall be levied proportionately on each parcel of Developed 
Property in the Community Facilities District at 100% of the applicable Assigned Special Tax; 

Second:  If additional moneys are needed to satisfy the Special Tax Requirement after the 
first step has been completed, the Special Tax will be levied Proportionally on each Assessor’s 
Parcel of Undeveloped Property at 100% of the Maximum Special Tax for Undeveloped 
Property; 

Third:  If additional moneys 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 Parcel of 
Developed Property whose Maximum Special Tax is determined through the application of the 
Backup Special Tax will be increased Proportionately from the Assigned Special Tax up to the 
Maximum Special Tax for each such Assessors’ Parcel; 

Fourth:  If additional moneys are needed to satisfy the Special Tax Requirement after the 
first three steps have been completed, the Special Tax will be levied Proportionately on each 
Assessor’s Parcel of Taxable Property Owner Association Property, Taxable Public Property, or 
Taxable Religious Property at up to 100% of the Maximum Special Tax for Taxable Property 
Owner Association Property, Taxable Public Property, or Taxable Religious Property. 

The Special Tax may be levied on parcels of Taxable Property in the Community Facilities 
District in each Fiscal Year in an amount sufficient to pay (i) debt service on the 2016 Bonds and Parity 
Bonds, (ii) pay periodic cost on the 2016 Bond and Parity Bonds, (iii) pay reasonable Administrative 
Expenses, (iv) pay any amounts required to establish or replenish any reserve fund for all outstanding 2016 
Bonds and Parity Bonds, (v) pay directly for construction of facilities eligible under the Act to the extent 
that the inclusion of such amount does not increase the Special Tax levy on Undeveloped Property, and 
(vi) pay for reasonably anticipated delinquent Special Taxes based on the delinquency rate for Special 
Taxes in the previous Fiscal Year.  It is expected that the Special Tax will be levied at the maximum 
permissible amounts on Developed Property with any Special Taxes collected and not needed for purposes 
described in the preceding clauses (i), (ii), (iii) and (iv) to be used for purposes described in the preceding 
clause (v).  (See “SECURITY FOR THE 2016 BONDS.”) 
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Special Tax Levy 

 Special Taxes in the amount of $1,138,070 are estimated to be levied on all 139 parcels within the 
Community Facilities District for Fiscal Year 2016-17. 

 Table 3 below summarizes the projected Fiscal Year 2016-17 Special Tax levy to be made in 
accordance with the First Amended Rate and Method: 

Table 3 

Community Facilities District No. 2005-1 (Whispering Hills) 
of the Capistrano Unified School District 

 
Projected Fiscal Year 2016-17 Special Tax Levy 

 

Land Use 
Number of 
Units/Acres

Fiscal Year 2016-17 
Assigned/Maximum 

Special Tax (1) 

Estimated 
Fiscal Year 2016-17 

Actual 
Special Tax 

Percent of 
Assigned/ 
Maximum 

Special Tax 

Residential Property 

Custom Lot 0 $15,348.93 per unit $15,348.93 per unit 100.00% 

SFR > 4,600 SF 24 9,500.62 per unit 9,500.62 per unit 100.00 

SFR 4,301 - 4,600 SF 13 8,672.55 per unit 8,672.55 per unit 100.00 

SFR 3,901 - 4,300 SF 28 8,432.97 per unit 8,432.97 per unit 100.00 

SFR 3,701 - 3,900 SF 28 7,844.49 per unit 7,844.49 per unit 100.00 

SFR 3,401 - 3,700 SF 25 7,707.59 per unit 7,707.59 per unit 100.00 

SFR 2,901 - 3,400 SF 11 7,332.20 per unit 7,332.20 per unit 100.00 

SFR < 2,901 SF 10    6,819.91 per unit   6,819.91 per unit 100.00   

Total/Average (2) 139 $8,187.55 per unit $8,187.55 per unit 100.00% 

Non-Residential Property 0.00 $23,185.70 per Acre $0.00 per Acre 0.00% 

Undeveloped Property 11.55 $23,721.18 per Acre $0.00 per Acre 0.00% 

Backup Special Tax NA $23,721.18 per Acre $0.00 per Acre 0.00% 

Total Assigned/Maximum Special Taxes $1,411,931 $1,138,070

 
(1) Based on the Assigned Special Tax rates for Residential and Non-Residential Property and the Maximum Special Tax rate for 

Undeveloped Property.  The assigned and maximum rates increase by 2.00% per year. 
(2) Does not include one unit which prepaid its special tax obligation in December 2013 and will not be levied. 
____________________ 
Source:  David Taussig & Associates, Inc. 
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 As indicated above, under the First Amended Rate and Method, the Community Facilities District 
levies on Developed Property in an amount equal to the Assigned Special Tax.  A portion of the Special 
Tax Requirement may be utilized for acquisition and/or construction of facilities eligible under the Act.  
In the event the Community Facilities District were to levy Special Taxes on Developed Property at less 
than the Assigned Special Tax, pursuant to Section 53321(d) of the Act and a resolution adopted by the 
Community Facilities District, under no circumstances will the Special Tax levied against any parcel used 
for private residential purposes be increased as a consequence of delinquency or default by the owner of 
any other parcel or parcels within the Community Facilities District by more than 10%.  For such 
purposes, a parcel will be considered used for private residential purposes not later than the date on which 
an occupancy permit for private residential use is issued. 
 
Proceeds of Foreclosure Sales 

 Pursuant to Section 53356.1 of the Act, in the event of any delinquency in the payment of the 
Special Tax, the Community Facilities District may order the institution of a superior court action to 
foreclose the lien therefor within specified time limits.  In such an action, the real property subject to the 
unpaid amount may be sold at judicial foreclosure sale.  Such judicial foreclosure action is not mandatory. 

 Under the Fiscal Agent Agreement, the Community Facilities District covenants for the benefit of 
the Owners of the 2016 Bonds and Parity Bonds that it: (i) will commence judicial foreclosure 
proceedings against parcels with delinquent Special Taxes in excess of $15,000 by the October 1 
following the close of each Fiscal Year in which such Special Taxes were due and (ii) will commence 
judicial foreclosure proceedings against all parcels with delinquent Special Taxes by the October 1 
following the close of each Fiscal Year in which it receives Special Taxes in an amount which is less than 
95% of the total Special Tax levied and the amount on deposit in the Reserve Fund is at less than its 
required balance, and (iii) will diligently pursue such foreclosure proceedings until the delinquent Special 
Taxes are paid; provided that, notwithstanding the foregoing and provided that the County of Orange is 
then including the Community Facilities District in the County’s “Teeter Plan” method of apportionment 
and distribution of community facilities district special taxes, the Community Facilities District may elect 
to defer foreclosure proceedings on any parcel which is owned by a delinquent property owner whose 
property is not, in the aggregate, delinquent in the payment of Special Taxes in excess of $15,000 so long 
as (1) the amount in the Reserve Fund is at least equal to the Reserve Requirement, and (2) with respect to 
the 2016 Bonds and any Parity Bonds, the Community Facilities District is not in default in the payment 
of the principal of or interest on the 2016 Bonds and any Parity Bonds. The Community Facilities District 
may, but is not be obligated to, advance funds from any source of legally available funds in order to 
maintain the Reserve Fund at the Reserve Requirement or to avoid a default in payment on the 2016 
Bonds and any Parity Bonds. 

 The Community Facilities District covenants that it will deposit the net proceeds of any 
foreclosure in the Special Tax Fund and will apply such proceeds remaining after the payment of 
Administrative Expenses to make current payments of principal and interest on the 2016 Bonds and any 
Parity Bonds, to bring the amount on deposit in the Reserve Fund up to the Reserve Requirement, and to 
pay any delinquent installments of principal or interest due on the 2016 Bonds and any Parity Bonds. 

 It should be noted that any foreclosure proceedings commenced as described above could be 
stayed by the commencement of bankruptcy proceedings by or against the owner of the delinquent 
property.  See “BONDOWNERS’ RISKS – Bankruptcy and Foreclosure Delay.” 

 No assurances can be given that a judicial foreclosure action, once commenced, will be 
completed or that it will be completed in a timely manner.  See “BONDOWNERS’ RISKS – Potential 
Delay and Limitations in Foreclosure Proceedings.”  If a judgment of foreclosure and order of sale is 
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obtained, the judgment creditor (the Community Facilities District) must cause a Notice of Levy to be 
issued.  Under current law, a judgment debtor (property owner) has 120 days from the date of service of 
the Notice of Levy and 20 days from the subsequent notice of sale in which to redeem the property to be 
sold.  If a judgment debtor fails to so redeem and the property is sold, his only remedy is an action to set 
aside the sale, which must be brought within 90 days of the date of sale.  If, as a result of such action, a 
foreclosure sale is set aside, the judgment is revived and the judgment creditor is entitled to interest on the 
revived judgment as if the sale had not been made.  The constitutionality of the aforementioned 
legislation, which repeals the former one-year redemption period, has not been tested; and there can be no 
assurance that, if tested, such legislation will be upheld.  Any parcel subject to foreclosure sale must be 
sold at the minimum bid price unless a lesser minimum bid price is authorized by the Owners of 75% of 
the principal amount of the 2016 Bonds Outstanding. 

 No assurances can be given that the real property subject to sale or foreclosure will be sold 
or, if sold, that the proceeds of sale will be sufficient to pay any delinquent Special Tax installment.  
The Act does not require the School District or the Community Facilities District to purchase or 
otherwise acquire any lot or parcel of property offered for sale or subject to foreclosure if there is 
no other purchaser at such sale.  The Act does specify that the Special Tax will have the same lien 
priority in the case of delinquency as for ad valorem property taxes. 

 If the Reserve Fund is depleted and delinquencies in the payment of Special Taxes exist, there 
could be a default or delay in payments to the Bondowners pending prosecution of foreclosure 
proceedings and receipt by the Community Facilities District of foreclosure sale proceeds, if any.  
However, within the limits of the First Amended Rate and Method and the Act, the Community Facilities 
District may adjust the Special Taxes levied on all property in future Fiscal Years to provide an amount, 
taking into account such delinquencies, required to pay debt service on the 2016 Bonds and to replenish 
the Reserve Fund.  There is, however, no assurance that the maximum Special Tax rates will be at all 
times sufficient to pay the amounts required to be paid on the 2016 Bonds by the Fiscal Agent 
Agreement.  The levy of Special Taxes is subject to the maximum annual amount of Special Taxes 
authorized by the qualified voters of and the limitation imposed by Section 53321(d) of the Act as applied 
to the Community Facilities District.  See “SECURITY FOR THE 2016 BONDS – Special Tax Levy.”  
 
Special Tax Fund 

 Pursuant to the Fiscal Agent Agreement, the Special Taxes and other amounts constituting Gross 
Taxes collected by the Community Facilities District at any time (exclusive of Prepaid Special Taxes 
received which will be deposited into the Prepayment Account of the Special Tax Fund) will be 
transferred no later than 10 days after receipt thereof to the Fiscal Agent and will be held in the Special 
Tax Fund (exclusive of the Administrative Expense Requirement), for the benefit of the Bondowners and 
will, exclusive of the prepaid Special Taxes held in the Prepayment Account, be transferred or applied to 
the funds and accounts set forth below, in the priority set forth below and at the times and in the amounts 
and in accordance with the Fiscal Agent: 

(a) To the Administrative Expense Fund, an amount specified in writing by the Community Facilities 
District, up to the Administrative Expense Requirement; 

(b) To the Interest Account of the Bond Fund an amount such that the balance in the Interest Account 
one Business Day prior to each Interest Payment Date will be equal to the installment of interest due 
on the 2016 Bonds and Parity Bonds on such Interest Payment Date. Moneys in the Interest Account 
will be used for the payment of interest on the 2016 Bonds and Parity Bonds as the same become due; 
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(c) To the Principal Account of the Bond Fund, an amount up to the amount needed to make the 
principal payment due on the 2016 Bonds and Parity Bonds during the current Bond Year; 

(d) To the Sinking Fund Redemption Account of the Redemption Fund an amount up to the amount 
needed to make the Mandatory Sinking Payments due on the 2016 Bonds and Parity Bonds during the 
current Bond Year; 

(e) To the Reserve Fund, the amount, if any, necessary to replenish the Reserve Fund to the Reserve 
Requirement; 

(f) Provided all the amounts due in the current Bond Year are funded under (b), (c), (d) and (e) 
above, to the extent there are additional Administrative Expenses, to the Administrative Expense 
Fund in the amount specified in writing by the Community Facilities District required to bring the 
balance therein to the amount needed to pay such expenses; 

(g) Any remaining Special Taxes and other amounts constituting Gross Taxes will remain in the 
Special Tax Fund subject to the provisions of (h), below; and 

(h) Any remaining Special Taxes and other amounts constituting Gross Taxes, if any, will remain in 
the Special Tax Fund until the end of the Bond Year. Provided there are no Special Taxes levied or 
projected to be levied on Undeveloped Property at the end of the Bond Year, any remaining funds in 
the Special Tax Fund which are not required to cure a delinquency in the payment of principal and 
interest on the 2016 Bonds and Parity Bonds (including payment of Mandatory Sinking Payments due 
during the current Bond Year), to restore the Reserve Fund as provided for in (e), above, or to pay 
current or pending Administrative Expenses as provided for in (a) and (f), above, will be deposited in 
the accounts of the Surplus Facilities Fund, and all such transferred amounts will be free and clear of 
any lien thereon or under the Fiscal Agent Agreement, or pledge to the Bondowners, subject to the 
further requirements set forth as follows: (i) any funds which are required to cure any delinquency 
described above will be retained in the Special Tax Fund and expended or transferred, at the earliest 
possible date, for such purpose, and (ii) prior to any transfers to the Surplus Facilities Fund the Fiscal 
Agent will check that the Reserve Requirement level will be met as of the first day of the next Bond 
Year (September 2). 

At the date of the redemption, defeasance or maturity of the last Bonds and after all principal and 
interest then due on any Bonds has been paid or provided for, all other covenants are complied with, 
and all fees and expenses of the Fiscal Agent have been paid, moneys in the Special Tax Fund will be 
transferred to the Community Facilities District by the Fiscal Agent and may be used by the 
Community Facilities District for any lawful purpose under the Community Facilities District 
proceedings. 

Funds in the Special Tax Fund will be invested in accordance with the Fiscal Agent Agreement. 
Investment earnings on amounts in the Special Tax Fund, if any, will be retained therein. 

Bond Fund 
 
 The Fiscal Agent will hold the Bond Fund in trust for the benefit of the Bondowners.  Within the 
Bond Fund the Fiscal Agent will create and hold an Interest Account and a Principal Account. 

 One business day prior to each Interest Payment Date, the Fiscal Agent will withdraw from the 
Special Tax Fund or the Reserve Fund (in the event sufficient moneys are unavailable in the Special Tax 
Fund) and deposit in the Principal Account and the Interest Account of the Bond Fund an amount equal to 
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all of the principal and all of the interest due and payable on 2016 Bonds and Parity Bonds on the ensuing 
Interest Payment Date, less amounts on hand in the Bond Fund available to pay principal and/or interest 
on such 2016 Bonds and Parity Bonds.  Notwithstanding the foregoing, amounts in the Bond Fund 
resulting from transfers from the Construction Fund (if any) will be used to pay the principal of and 
interest on such Bonds prior to the use of any other amounts in the Bond Fund for such purpose.  The 
Fiscal Agent shall apply moneys in the Interest Account and Principal Account to the payment of interest 
and principal, respectively, on the 2016 Bonds and Parity Bonds on each Interest Payment Date. 

 If amounts in the Bond Fund are insufficient for the purposes set forth in the preceding paragraph, 
the Fiscal Agent will withdraw the deficiency from the Reserve Fund to the extent of any funds therein. 

Redemption Fund 
 
 Moneys in the Redemption Fund will be set aside and used solely for the purpose of redeeming 
Bonds in accordance with the Fiscal Agent Agreement. 

Reserve Fund 
 
 In order to further secure the payment of principal of and interest on the 2016 Bonds, certain 
proceeds of the 2016 Bonds will be deposited into the Reserve Fund in an amount such that the total 
amount in the Reserve Fund will be equal to the Reserve Requirement (see “ESTIMATED SOURCES 
AND USES OF FUNDS” herein).  The Reserve Requirement is defined in the Fiscal Agent Agreement to 
mean, with respect to the 2016 Bonds and the Parity Bonds, an amount, as of any date of 
calculation, equal to the least of: (i) 10% of the original principal amount of the 2016 Bonds and 
Parity Bonds, (ii) Maximum Annual Debt Service on the 2016 Bonds and the Parity Bonds, or 
(iii) 125% of average Annual Debt Service on the 2016 Bonds and Parity Bonds. 
 
 There will be maintained in the Reserve Fund an amount equal to the Reserve Requirement. 
Notwithstanding the foregoing, in the event of a redemption or partial defeasance of the Bonds, the 
Reserve Requirement will thereafter be re-determined by the Community Facilities District and 
communicated to the Fiscal Agent in writing and any funds in excess of such re-determined Reserve 
Requirement will be utilized as described herein. If Special Taxes are prepaid and 2016 Bonds and/or 
Parity Bonds are to be redeemed with the proceeds of such prepayment, a proportionate amount in the 
Reserve Fund (determined on the basis of the principal of Bonds to be redeemed and the original principal 
of the 2016 Bonds and Parity Bonds, but not in excess of the amount of funds available as a result of the 
re-determination of the Reserve Requirement) will be applied to the redemption of the Bonds. 
 
 Except as provided in the next paragraph with respect to certain investment earnings, moneys in 
the Reserve Fund will be used solely for the purpose of: (i) making transfers to the Bond Fund or 
Redemption Fund to pay the principal of, including Mandatory Sinking Payments, and interest on 2016 
Bonds and Parity Bonds when due to the extent that moneys in the Interest Account and the Principal 
Account of the Bond Fund or moneys in the Sinking Fund Redemption Account are insufficient therefor; 
(ii) making any required transfer to the Rebate Fund upon written direction from the Community 
Facilities District, (iii) making any transfers to the Bond Fund or Redemption Fund in connection with 
prepayments of the Special Taxes; (iv) paying the principal and interest due on 2016 Bonds and Parity 
Bonds in the final Bond Year, and (v) application to the defeasance of Bonds in accordance with the 
Fiscal Agent Agreement.  If the amounts in the Interest Account or the Principal Account of the Bond 
Fund and the Sinking Fund Redemption Account of the Redemption Fund are insufficient to pay the 
principal of, including Mandatory Sinking Payments, or interest on the 2016 Bond and Parity Bonds when 
due, the Fiscal Agent will, one Business Day prior to an Interest Payment Date, withdraw from the 
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Reserve Fund for deposit in the Interest Account and the Principal Account of the Bond Fund, or the 
Sinking Fund Redemption Account of the Redemption Fund, moneys necessary for such purpose.  
Following any transfer to the Interest Account or the Principal Account of the Bond Fund, or the Sinking 
Fund Redemption Account of the Redemption Fund, the Fiscal Agent will notify the Community 
Facilities District of the amount needed to replenish the Reserve Fund to the Reserve Requirement and the 
Community Facilities District will include such amount as is required at that time to correct such 
deficiency in the next Special Tax levy to the extent of the permitted maximum Special Tax rates. 

 Notwithstanding anything herein to the contrary, the Fiscal Agent will transfer to the Reserve 
Fund, from available moneys in the Special Tax Fund, the amount needed to restore the Reserve Fund to 
the Reserve Requirement.  Moneys in the Special Tax Fund will be deemed available for transfer to the 
Reserve Fund only if such amounts will not be needed to make the deposit required to be made to the 
Interest Account and the Principal Account of the Bond Fund or the Sinking Fund Redemption Account 
of the Redemption Fund for the next Interest Payment Date. 

 Moneys in the Reserve Fund will be invested and deposited as described in “Investment of 
Moneys in Funds” below.  

 See APPENDIX D – “Summary of Certain Provisions of the Fiscal Agent Agreement” for a 
description of the timing, purpose and manner of disbursements from the Reserve Fund. 
 
Administrative Expense Fund 

 The Fiscal Agent will receive the transfer of Special Taxes from the Community Facilities 
District from the Special Tax Fund and deposit in the Administrative Expense Fund an amount to pay 
Administrative Expenses. 

 Pursuant to the Fiscal Agent Agreement, moneys in the Administrative Expense Fund will 
not be construed as a trust fund held for the benefit of the Owners of the 2016 Bonds and will not 
be available for the payment of debt service on the 2016 Bonds. 
 
Construction Fund 

 The Fiscal Agent will receive a portion of the proceeds of the 2016 Bonds and deposit the same 
(i) in the Project Subaccount of the School Facilities Account of the Construction Fund, (ii) in the 
Incremental Payment Subaccount of the School Facilities Account of the Construction Fund, (iii) in the 
City Facilities Account of the Construction Fund and (iv) in the Costs of Issuance Account of the 
Construction Fund.  Moneys in the Construction Fund, and Accounts and Subaccounts thereof, will be 
disbursed to pay for the authorized facilities pursuant to an executed payment request of the Community 
Facilities District, except that moneys in the Costs of Issuance Account of the Construction Fund will be 
disbursed to pay for costs of issuance. 

 Pursuant to the Fiscal Agent Agreement, moneys in the Construction Fund will not be 
construed as a trust fund held for the benefit of the Owners of the 2016 Bonds and will not be 
available for the payment of debt service on the 2016 Bonds. 
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Investment of Moneys in Funds 

 Moneys in any fund or account created or established by the Fiscal Agent Agreement and held by 
the Fiscal Agent will be invested by the Fiscal Agent in Permitted Investments, as directed by the 
Community Facilities District, that mature prior to the date on which such moneys are required to be paid 
out under the Fiscal Agent Agreement.  In the absence of any direction from the Community Facilities 
District, the Fiscal Agent will invest, to the extent reasonably practicable, any such moneys in money 
market funds rated “AAm-1” or “AAm-G” by S&P, or better (including those of the Fiscal Agent or its 
affiliates). See APPENDIX D – “Summary of Certain Provisions of the Fiscal Agent Agreement” for a 
definition of “Permitted Investments.” 
 
Payment of Rebate Obligation 

 The Community Facilities District is required to calculate excess investment earnings in 
accordance with the requirements set forth in the Fiscal Agent Agreement.  If necessary, the Community 
Facilities District may use amounts in the Special Tax Fund, or amounts on deposit in the Administrative 
Expense Fund and other funds available to the Community Facilities District (except amounts required to 
pay debt service on the 2016 Bonds) to satisfy rebate obligations. 
 
Parity Bonds 

 The Community Facilities District may issue Parity Bonds for refunding purposes and in 
conjunction therewith, may issue new money bonds so long as the covenants relating to the issuance of 
Parity Bonds are satisfied.  Among such covenants are the following provisions: 

(a) Minimum Debt Service Coverage. The Community Facilities District must receive one or more 
certificates from one or more Independent Financial Consultants which, when taken together (if 
there is more than one), certify that: (i) the amount of the Assigned Special Taxes that may be 
levied in each remaining Bond Year on all parcels for which building permits are issued as of the 
“date of valuation” (as defined below) that are not known by the Community Facilities District to 
be delinquent in the payment of any Special Taxes, assessments or ad valorem property taxes 
then due and owing (such parcels to be referred to herein as the “Appraised Developed 
Property”), plus (ii) the projected Assigned Special Taxes for all parcels to be developed as 
Custom Lot Property and not otherwise included under prior subsection (i), is at least the sum of 
(A) 1.10 times the Annual Debt Service for each corresponding Bond Year on all Outstanding 
Bonds and the Parity Bonds proposed to be issued (less any amounts for capitalized interest that 
may be available in a Bond Year), and (B) the Administrative Expense Requirement.  For 
purposes of making this certification, the Independent Financial Consultant(s) may rely on any 
reports or certificates as may be acceptable to the Community Facilities District and the 
underwriter of the proposed Parity Bonds. 

(b) Minimum Value-to-Lien Ratio for Appraised Developed Property. The “Appraised Developed 
Property Value” (as defined below) must be at least six times the sum of: 

(i) “Direct Debt for Appraised Developed Property,” which is defined as that portion of 
the aggregate principal amount of the Outstanding Bonds and the proposed Parity 
Bonds which is allocable to Appraised Developed Property. For this purpose, there will 
be allocated to the Appraised Developed Property the largest principal amount of 
Outstanding Bonds and Parity Bonds that results in the maximum Special Taxes that 
may be levied on Appraised Developed Property (not including any parcels of 
Appraised Developed Property with delinquent Special Taxes and assuming taxation as 
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“Developed Property” under the Rate and Method) in each Fiscal Year being at least 
equal to the sum of 110% of Annual Debt Service on such Outstanding Bonds and 
Parity Bonds in the Bond Year ending on the September 1 following the end of such 
Fiscal Year of taxation plus the share of Administrative Expenses allocable to the 
Appraised Developed Property for such Fiscal Year of taxation.  Administrative 
Expenses in each Fiscal Year will be deemed to be equal to the Administrative Expense 
Requirement and the portion of the total Administrative Expenses allocable to 
Appraised Developed Property will be the same portion that Special Taxes on 
Appraised Developed Property represent of the total Special Taxes levied in the 
Community Facilities District in the then current Fiscal Year, plus 

(ii) the principal amount of any fixed assessment liens on Appraised Developed Property in 
the Community Facilities District, plus 

(iii) the proportionate share of the outstanding principal amount of all other special tax 
bonds payable at least partially from special taxes to be levied on Appraised Developed 
Property in the Community Facilities District (“Overlapping Bonds”), determined by 
multiplying the outstanding principal amount of those Overlapping Bonds by the 
following fraction: the amount of special taxes securing the Overlapping Bonds levied 
on Appraised Developed Property in the Community Facilities District, divided by the 
total amount of special taxes securing those Overlapping Bonds (in each case to be 
determined based upon the actual special taxes that are levied in the current Fiscal 
Year). 

The term “Appraised Developed Property Value” for purposes of the foregoing means the value 
(including both land and improvements) of all parcels of Appraised Developed Property that are not 
known by the Community Facilities District to be delinquent in the payment of any Special Taxes, 
assessments or ad valorem property taxes then due and owing. Appraised Developed Property Value will 
be determined by reference to either or some combination of: (i) an appraisal prepared by an MAI 
appraiser selected by the Community Facilities District, with a date of value no earlier than 90 days 
before the date the proposed Parity Bonds would be issued (“date of valuation”), or (ii) the assessed 
values shown on the last equalized County assessor's property tax rolls as of the valuation date. 

 See APPENDIX D – “Summary of Certain Provisions of the Fiscal Agent Agreement.”  

Limitation on Modification of Maximum Authorized Special Tax 

 The Community Facilities District covenants in the Fiscal Agent Agreement that no modification 
of the maximum authorized Special Taxes in the Community Facilities District will be approved by the 
Community Facilities District prior to the issuance of all Parity Bonds and payment in full of the 
Incremental Payment Obligation and thereafter only if it is confirmed in writing, by an independent 
financial consultant, that, immediately subsequent to such modifications, the amount of the maximum 
Special Taxes on Developed Property pursuant to the Act and the applicable resolutions and ordinances of 
the Community Facilities District is at least 1.10 times Maximum Annual Debt Service plus 
Administrative Expenses on all Outstanding 2016 Bonds and Parity Bonds. 



 

29 

 

Special Taxes Are Within Teeter Plan 

 The County has adopted a Teeter Plan as provided for in Section 4701 et seq. of the California 
Revenue and Taxation Code, under which a tax distribution procedure is implemented and secured roll 
taxes are distributed to taxing agencies within the County on the basis of the tax levy, rather than on the 
basis of actual tax collections.  By policy, the County does include special taxes of a community facilities 
district in its Teeter program. 

 
THE COMMUNITY FACILITIES DISTRICT 

 
General Information 

The Community Facilities District is located at the east end of the City, approximately 1-1/2 
miles south of Ortega Highway, and west of La Pata Avenue.  To the northeast of the Community 
Facilities District is the La Pata Green Waste Facility.  San Juan Hills High School is located on the 
northern border of the Community Facilities District (the property in the Community Facilities District 
and the High School share the same entrance roadway) on Vista Montana.  In general, undeveloped land 
surrounds the Community Facilities District on the other three sides.   

The Community Facilities District was first established in 2005, and territory was added to the 
Community Facilities District in 2007.  The Community Facilities District is essentially built out.  As of 
July 30, 2016, all 140 homes anticipated to be built within the Community Facilities District have been 
completed, and the Developer has indicated that of the 5 homes still owned by the Developer, 2 are 
production homes and 3 are model homes.  The Developer anticipates sales and closing of the 5 
remaining homes to individual homeowners by the end of September 2016.  An owner of one home 
prepaid its special tax obligation in December 2013, leaving 139 homes subject to the levy of Special 
Taxes.  In addition, there are 15 custom lots within the Community Facilities District but the Community 
Facilities District has been advised by the Developer that such custom lots are currently not feasible to 
develop.  The Developer currently believes that the costs of grading the lots and constructing the public 
infrastructure required to provide access and sewer, water and utility service to the lots makes their 
development and sale infeasible at this time.  Bondowners should assume that no Special Taxes as either 
Developed Property or Undeveloped Property will be received with respect to such custom lots.  For that 
reason, the custom lots are not anticipated to make debt service on the Bonds.  See “THE COMMUNITY 
FACILITIES DISTRICT – Authority for Issuance” for additional information regarding the proceedings 
of the Legislative Body with respect to the Community Facilities District.  The Community Facilities 
District includes a neighborhood park. 

In 2005, in connection with the prospective development of the land in the Community Facilities 
District, Whispering Hills, LLC, the Developer’s predecessor in interest as owner of the land in the 
Community Facilities District, and the School District entered into an Impact Mitigation Agreement 
Related to Proposed Community Facilities District No. 2005-1, dated as of July 1, 2005.  The Developer’s 
predecessor in interest and the School District had previously entered into a Reimbursement Agreement, 
dated January 23, 2002, and a Purchase and Sale Agreement and Escrow Agreement Instruction, dated 
April 28, 2003 (the “School Site Purchase Agreement”) (collectively, the “Initial Agreements”).  The 
Community Facilities District was formed by the Legislative Body pursuant to the Act and the Initial 
Agreements in order to finance the purchase of land by the School District (on which the San Juan Hills 
High School was subsequently constructed) from Whispering Hills, LLC, to finance facilities for the 
School District and to finance certain public improvements for the City.  In 2007, the Legislative Body 
conducted proceedings to add certain territory to the Community Facilities District. 
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Certain disputes arose between Whispering Hills, LLC and the School District regarding the 
interpretation of provisions of the Initial Agreements, and in order to settle certain litigation filed by 
Whispering Hills, LLC in connection with such disputes, the School District, the Developer and 
Whispering Hills, LLC entered into a Settlement Agreement and General Releases, dated as of June 13, 
2011 (the “Settlement Agreement”).  In furtherance of the provisions of the Settlement Agreement, (i) the 
School District, the Community Facilities District, Whispering Hills, LLC and the Developer entered into 
a First Amended Impact Mitigation Agreement Related to the Whispering Hills Project and Community 
Facilities District No. 2005-1, dated June 13, 2011 (as amended by an Amendment No. 1 thereto, dated 
September 25, 2013, the “Mitigation Agreement”), (ii) the City, the School District, the Community 
Facilities District, the Developer and Whispering Hills, LLC entered into a First Amended and Restated 
Joint Community Facilities Agreement, dated June 13, 2011 (the “Joint Community Facilities 
Agreement”), and (iii) the Legislative Body conducted proceedings to approve the First Amended Rate 
and Method.  The Mitigation Agreement and the Joint Community Facilities Agreement supersede in 
their entirety the Initial Agreements, other than the School Site Purchase Agreement.  See “THE 
FINANCING PLAN” herein. 

The Community Facilities District consists of approximately 279 gross acres of land located in the 
City in the southeasterly portion of Orange County, including approximately 60 acres developed with 
single family detached homes.  The Community Facilities District contains 139 completed taxable single 
family homes as described herein. 

 
The following entities provide public utility service to the parcels in the District: 
 

Electricity: San Diego Gas & Electric 
Water: San Juan Capistrano Water Department 
Gas: San Diego Gas & Electric 
Sewer: South Orange County Wastewater Authority 
Telephone: AT&T 
Police: Orange County Sheriff’s Department 
Fire: Orange County Fire Department 

  
Authority for Issuance 

Resolution of Intention.  Pursuant to the Act, the Legislative Body adopted resolutions on April 
25, 2005, expressing its intention to form the Community Facilities District and to incur bonded 
indebtedness of the Community Facilities District and to authorize the levy of a special tax therein 
pursuant to a rate and method of apportionment of Special Tax. 

 Resolution of Formation:  Immediately following a noticed public hearing on July 26, 2005, the 
Board of Trustees adopted Resolution No. 0506-06 (the “Resolution of Formation”), which approved the 
financing of the authorized School District facilities and City facilities and approved the original rate and 
method of apportionment and authorized the levy of the Special Taxes pursuant to the rate and method of 
appointment, subject to the approval of such levy by the qualified voters and the Board of Trustees 
adopted Resolution No. 0506-07 authorizing the Community Facilities District to issue bonded 
indebtedness in an amount not greater than $30,000,000 secured by Special Taxes to finance authorized 
public facilities. 

 Landowner Election and Declaration of Results:  On July 26, 2005, at a special election held 
pursuant to the Act, the then owner of the land in the Community Facilities District voted to authorize the 
Community Facilities District to incur up to $30,000,000 principal amount of special tax bonds for the 
purpose of financing school facilities and public improvements for the City (the “2005 Authorization”), 
and approved the levy of special taxes on certain real property in the Community Facilities District (the 
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“Special Taxes”) pursuant to the Rate and Method of Apportionment of Special Taxes for the Capistrano 
Unified School District Community Facilities District No. 2005-1 (Whispering Hills) (the “Original Rate 
and Method”). 

 On July 26, 2005, the Board adopted Resolution No. 0506-08 pursuant to which the Board 
approved the canvass of the votes. 

 Special Tax Lien and Levy: A Notice of Special Tax Lien was recorded in the real property 
records of Orange County on August 8, 2005, as Document No. 2005-000615755 (the “Original Notice of 
Special Tax Lien”). 

 Ordinance Levying Special Taxes:  On August 8, 2005, the Board adopted Ordinance No. 2005-
1-1 levying the Special Tax within the Community Facilities District. 

Annexation.  In 2007, proceedings were conducted by the Legislative Body to annex certain 
additional territory to the Community Facilities District. 
 
 Change Proceedings.  In 2011, the Legislative Body conducted proceedings with respect to the 
modification of the Original Rate and Method in connection with the settlement of a lawsuit with the 
owner of the property in the Community Facilities District.  On June 13, 2011, at a special election held 
pursuant to the Act, the then qualified voter of the Community Facilities District approved a First 
Amended Rate and Method of Apportionment for Community Facilities District No. 2005-1 of the 
Capistrano Unified School District (Whispering Hills) (the “First Amended Rate and Method”).  An 
amendment to the Notice of Special Tax Lien recorded on June 23, 2011, as Document No. 
2011000306922.  On July 11, 2011, the Legislative Body adopted Ordinance No. 1112-1 providing for 
the levy of the Special Taxes within the Community Facilities District. 

Resolution of Issuance.  The 2016 Bonds are now being issued pursuant to Resolution No. 1617-
13, adopted by the Legislative Body on July 20, 2016 (the “Resolution”), and the Fiscal Agent 
Agreement. 
 
Appraised Property Value 

The Appraisal Report.  The purpose of the Appraisal Report was to estimate the value of the fee 
simple interest of the property in the Community Facilities District subject to the Special Tax lien as of a 
June 1, 2016 date of value. 
 

The Appraisal Report was intended to comply with the reporting requirements set forth under the 
Uniform Standards of Professional Appraisal Practice for an Appraisal Report and with the appraisal 
standard proposed by the California Debt and Investment Advisory Commission. 
 

Basis for Appraisal Report and Assumptions.  The property rights appraised were of a fee simple 
interest subject to easements of record and the lien of the Special Taxes. 

 
 The Appraisal Report was based on certain assumptions and limiting conditions set forth in 
APPENDIX C, including the assumption that, of the net proceeds of the Bonds, all improvements and 
benefits to the properties which are to be funded by the Bond proceeds are completed and in place.  See 
“THE FINANCING PLAN” and Property Value” and “APPENDIX C – Appraisal Report.” 



 

32 

 

 Value Estimate.  The purpose of the Appraisal Report was to estimate the value of the fee simple 
interest in the property in the Community Facilities District, subject to the Special Tax lien, as of a 
June 1, 2016, date of value.  Subject to the assumptions contained in the Appraisal Report, the Appraiser 
estimated that the property within the Community Facilities District, subject to the lien of the Special 
Taxes and overlapping liens, had an estimated value as follows: 
 

 
Ownership 

No. of 
Lots/Units2 

 
Appraised Value 

Individually Owned Homes Minimum Market Value 131 $153,105,000 
Rancho San Juan Development LLC Ownership     8       8,827,000 
Total 139 $154,161,000 

 
 Valuation Method.  The Appraiser estimated the value of the property in the Community 
Facilities District pursuant to a mass appraisal technique as defined within the Appraisal Report.  A sales 
comparison, cost or income approach were not utilized. 

 The School District, the Underwriter and the Community Facilities District make no 
representation as to the accuracy or completeness of the Appraisal Report.  See APPENDIX C for the 
Appraisal Report. 

  

                                                 
2  There are 15 custom lots within the Community Facilities District.  The Appraisal Report also indicates the assessed value of 
the 15 custom lots.  The Community Facilities District has been advised by the Developer that such custom lots are currently not 
feasible to develop.  Bondowners should assume that no Special Taxes as either Developed Property or Undeveloped Property 
will be received with respect to such custom lots.  For that reason, the custom lots are not anticipated to make debt service on the 
Bonds. 
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Special Tax Collections 

 The Special Tax on Developed Property authorized for the 2015-16 Fiscal Year was $926,285, 
which was levied against 139 parcels.  For the 2015-16 Fiscal Year, there were no delinquent parcels as of 
August 17, 2016. 

 Table 4 below sets forth the Special Tax collections for Fiscal Years 2012-13 through 2015-16, 
all of which was levied on Developed Property. 

 
Table 4 

Community Facilities District No. 2005-1 (Whispering Hills) 
of the Capistrano Unified School District 

 
Special Tax Delinquency History (1) 

 

 
 

Fiscal 
Year 

Total 
Tax 
Levy 

No. of 
Parcels 
Levied 

No. of 
Delinquent 
Parcels at 

Fiscal Year 
End (2) 

Fiscal Year 
Amount 

Delinquent (2) 

Fiscal Year 
Delinquency 

Rate (2) 

Amount 
Collected 

as of 
8/17/2016 (3) 

Remaining 
Delinquency 

as of 
8/17/2016 (3) 

Remaining 
Delinquency 

Rate as of 
8/17/2016 (3) 

2012-13 $21,142 3 0  $0  0.00% $21,142  $0     0.00% 

2013-14 455,512 64 1  7,263  1.59 455,512  0 0.00 

2014-15 630,128 84 2  11,461  1.82 630,128  0 0.00 

2015-16 926,285 117 2    8,268  0.89 926,285  0 0.00 
 

(1) School District is a participant in the County’s Teeter Plan. 
(2) As of approximately June 30 of the fiscal year in which special taxes were levied. 
(3) Delinquency data as of August 17, 2016, provided by the Orange County Tax Collector. 
____________________ 
Source:  David Taussig & Associates, Inc. 

 
Value-to-Lien Ratios 
 

Appraised Value-to-Lien Ratio 
 

Tables 5A and 5B below show the estimated value-to-lien stratification for the Developed 
Property in the Community Facilities District and the ratio by property ownership for the Developed 
Property in the Community Facilities District based on the estimated market values set forth in the 
Appraisal Report and the principal amount of the Bonds, which has been allocated based on the projected 
Special Tax levy on all 139 homes. 
 

No assurance can be given that the amounts shown in these tables will conform to those 
ultimately realized in the event of a foreclosure action following delinquency in the payment of the 
Special Taxes. 
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Table 5A 

Community Facilities District No. 2005-1 (Whispering Hills) 
of the Capistrano Unified School District 

 
Estimated Appraised Value-to-Lien Analysis of Developed Property by Range (Does Not Include Undeveloped Property) 

Value-to-Lien 
Range 

No. of 
Parcels 
Taxed 

Estimated 
FY 2016-17 
CUSD CFD 
No. 2005-1 

Levy (1) 

Percentage 
of 

Estimated 
FY 2016-17 

Levy 

CUSD CFD No. 
2005-1 Bonds 

Outstanding (2) 

City of 
San Juan 

Capistrano GO 
Bonds, Series 

1998 
Outstanding (3) 

City of 
San Juan 

Capistrano GO 
Bonds, Series 

2009 
Outstanding (3) 

CUSD 
SFID No. 1, 

Series B 
Bonds 

Outstanding 

CUSD 
SFID No. 1, 
Series 2012 

Bonds 
Outstanding 

MWD 
Bonds 

Outstanding (3) 

Total Direct 
and 

Overlapping 
Debt 

Appraised 
Value of 

Developed 
Property (4) 

Estimated 
Appraised 

Value-to-Lien 
Ratios 

0.00-4.99     0  $0 0.00% $0 $0 $0 $0 $0 $0 $0 $0 NA    

5.00-9.99 139  1,138,070 100.00    20,675,000 13,789 390,027 18,419 38,514 2,993 21,138,742 161,932,000 7.66 to 1 

10.00 or Greater     0 0 0.00    0 0 0 0 0 0 0 0 NA    
                            

Grand Total 139 (5)(6) $1,138,070 100.00% $20,675,000 $13,789 $390,027 $18,419 $38,514 $2,993 $21,138,742 $161,932,000 7.66 to 1 
 

(1) Includes property for which a building permit was issued as of January 1, 2016.  Based on estimated Fiscal Year 2016-17 levy for the School District. 
(2) Allocated based on share of estimated Fiscal Year 2016-17 levy. 
(3) As of March 2, 2016.  Allocated based on Fiscal Year 2015-16 levy. 
(4) Based on Appraisal Report dated June 15, 2016.   
(5) 5 homes were still owned by Rancho San Juan Development, LLC as of July 30, 2016. 
(6) Does not include one unit which prepaid its special tax obligation in December 2013 and will not be levied. 

____________________ 
Source: David Taussig & Associates, Inc. 
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Table 5B 

Community Facilities District No. 2005-1 (Whispering Hills) 
of the Capistrano Unified School District 

 
Estimated Appraised Value-to-Lien Ratios 

 

Property Classification / 
Owner (1) 

Number 
of 

Units/ 
Lots 

CUSD CFD 
No. 2005-1 
Estimated 

Fiscal Year 
2015-16 

Levy 

CUSD CFD No. 
2005-1 Bonds 

Outstanding (2) 

City of 
San Juan 

Capistrano 
GO Bonds, 

Series 1998 
Outstanding (3) 

City of 
San Juan 

Capistrano 
GO Bonds, 
Series 2009 

Outstanding (3) 

CUSD 
SFID No. 1, 

Series B Bonds 
Outstanding (3) 

CUSD 
SFID No. 1, 
Series 2012 

Bonds 
Outstanding (3) 

MWD 
GO Bonds 

Outstanding (3) 

Total 
Direct and 

Overlapping 
Debt 

Appraised 
Value of 

Developed 
Property (4) 

Estimated 
Appraised 
Value-to-

Lien 
Ratio 

Developed Property (5) 

Residential Property 

Individual Owner  131 Units $1,066,336  $19,371,822  $13,302  $376,233  $17,768  $37,151  $2,887  $19,819,163  $153,105,000  7.73  

Rancho San Juan Development, LLC     8 Units        71,734      1,303,178         488     13,795         651      1,362       106      1,319,580        8,827,000  6.69  

Subtotal 139 Units (7) $1,138,070  $20,675,000  $13,790  $390,027  $18,419  $38,514  $2,993  $21,138,742  $161,932,000  7.66  

Undeveloped Property (6) 

Custom Lots 15 Lots $0  $0  $151  $4,267  $201  $422  $33  $5,074  $1,056,000  N/A  

GRAND TOTAL NA $1,138,070  $20,675,000  $13,940  $394,295  $18,620  $38,935  $3,026  $21,143,817  $162,988,000  7.71  

 

(1) Reflects ownership as indicated in Appraisal dated June 15, 2016. 
(2) Allocated based on share of estimated Fiscal Year 2016-17 levy. 
(3) As of March 2, 2016.  Allocated based on Fiscal Year 2015-16 levy. 
(4) Based on Appraisal dated June 15, 2016. 
(5) Property for which a building permit was issued prior to January 1, 2016. 
(6) Property for which escrow had not yet closed to an individual or a building permit had not yet been issued as of January 1, 2016.  There are 15 custom lots within the Community Facilities District but the Community 

Facilities District has been advised by the Developer that such custom lots are currently not feasible to develop.  Bondowners should assume that no Special Taxes as either Developed Property or Undeveloped 
Property will be received with respect to such custom lots.  For that reason, the custom lots are not anticipated to make debt service on the Bonds. 

(7) Does not include one unit which prepaid its special tax obligation in December 2013 and will not be levied. 

____________________ 
Source: David Taussig & Associates, Inc. 
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Assessed Value History 
 

Table 6 below summarizes the assessed values as of January 1 for the years indicated below.  All 
building permits were issued by August 6, 2015, and 124 homes had been completed as of January 1, 
2016.  Construction of the remaining 16 homes was completed in May, 2016. 

 
Table 6 

Community Facilities District No. 2005-1 (Whispering Hills) 
of the Capistrano Unified School District 

 
Summary of Assessed Values (1) 

 

As of 
January 1 

No. of  
Developed 

Units (2) 

Developed 
Property 

Assessed Value (3) 

Undeveloped 
Property 

Assessed Value (4) 

Total 
Developed and 
Undeveloped 

Property 
Assessed Value 

 

Percent 
Change 

2012 3 $940,081  $7,543,801  $8,483,882  NA      

2013 64 27,798,120  4,727,683  32,525,803  283.38% 

2014 84 61,612,331  3,722,945  65,335,276  100.87    

2015 117 95,702,422  2,152,623  97,855,045  49.77    

2016  139  134,640,177  1,072,260  135,712,437  38.69    

 
(1) Reflects value for taxable property only. 
(2) Based on property for which a building permit has been issued as of January 1 of each year.  Does not include one unit 

which prepaid its special tax obligation in December 2013 and will not be levied. 
(3) Based on land and improvement values as of January 1 provided by the Orange County Assessor for property for which a 

building permit has been issued as of January 1 of each year. 
(4) Based on land values as of January 1 provided by the Orange County Assessor for property for which a building permit has 

not been issued as of January 1 of each year. 
____________________  
Source:  County of Orange; David Taussig & Associates, Inc. 

 Based on the County’s Fiscal Year 2016-17 assessor’s roll, the aggregate assessed value of the 
Developed Property within the Community Facilities District was $134,640,177.  The Fiscal Year 2016-
17 Special Tax levy anticipated to be billed to the properties within the Community Facilities District is 
estimated to be $1,138,070.  Set forth in Table 3 above in “SECURITY FOR THE 2016 BONDS – 
Special Tax Levy” is a summary of the projected Fiscal Year 2016-17 Special Tax levy by tax classes. 
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Top Taxpayers 

 The Developer has completed construction of all of the homes and is marketing the remaining 
unsold homes.  Table 7 below sets forth percent of Special Tax levy of the individual owners and the 
Developer in Fiscal Year 2016-17, which is subject to change assuming the Developer sells the remaining 
homes. 
 

Table 7 

Community Facilities District No. 2005-1 (Whispering Hills) 
of the Capistrano Unified School District  

 
Estimated Fiscal Year 2016-17 Top Taxpayers 

 

Owner (1) 
Parcels 
Taxed Land Use 

Estimated 
Fiscal Year 

2016-17 
Special Tax 

Levy (2) 
Percent of 
Total Levy 

Individual Owners 131     Residential $1,066,336  93.70% 

Rancho San Juan Development, LLC 8     Residential 71,734  6.30    
  

          

Total 139 (3) NA    $1,138,070  100.00% 

 
(1) Reflects ownership as indicated in Appraisal dated June 15, 2016. 
(2) Based on building permits issued as of January 1, 2016. 
(3) Does not include one unit which prepaid its special tax obligation in December 2013 and will not be levied. 

____________________ 
Source: David Taussig & Associates, Inc. 
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Direct and Overlapping Debt 

 Table 8 below sets forth the existing authorized indebtedness payable from taxes and assessments 
that may be levied within the Community Facilities District, prepared by David Taussig & Associates, 
Inc., and prepared April 4, 2016 (the “Debt Report”).  The Debt Report is included for general 
information purposes only.  In certain cases, the percentages of debt calculations are based on assessed 
values, which will change significantly as sales occur and assessed values increase to reflect housing 
values.  The Community Facilities District believes the information is current as of its date, but makes no 
representation as to its completeness or accuracy.  Other public agencies, such as the County, may issue 
additional indebtedness at any time, without the consent or approval of the School District or the 
Community Facilities District.  See “ – Overlapping Direct Assessments” below. 

 The Debt Report generally includes long term obligations sold in the public credit markets by 
public agencies whose boundaries overlap the boundaries of the Community Facilities District in whole 
or in part.  Such long term obligations are those payable from property taxes or special taxes on land in 
the Community Facilities District.  There may be other long term obligations which are not payable 
directly from property taxes, assessment or special taxes on land in the Community Facilities District but 
which may be issued by a public agency and payable only from the general fund or other revenues of such 
public agency.  Additional indebtedness could be authorized by the Community Facilities District, the 
School District, the County or other public agencies at any time.  For example, at its meeting on 
August 10, 2016, the School District Board is considering whether to form a school facilities 
improvement district whose boundaries would include all of the territory of the School District (including 
the territory within the Community Facilities District), except the territory within the Rancho Mission 
Viejo community which is planned for approximately 14,000 new homes.  If the School District Board 
determines to form the school facilities improvement district, it will also consider whether to order a 
school bond election on November 8, 2016 to authorize the issuance of $889,000,000 general obligation 
bonds with respect to such school facilities improvement district.  If the measure is approved and general 
obligation bonds are issued, the general obligation bonds would be payable from an ad valorem tax levied 
on the property within the school facilities improvement district. 

 The Community Facilities District has not undertaken to commission annual appraisals of the 
market value of property in the Community Facilities District for purposes of its Annual Reports pursuant 
to the Continuing Disclosure Certificate, and information regarding property values for purposes of a 
direct and overlapping debt analysis which may be contained in such reports will be based on assessed 
values as determined by the County Assessor.  See APPENDIX E hereto for the form of the Continuing 
Disclosure Certificate. 
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Table 8 

Community Facilities District No. 2005-1 (Whispering Hills) 
of the Capistrano Unified School District  

Detailed Direct and Overlapping Debt 
as of April 4, 2016 

Overlapping District 

Actual 
Fiscal Year 

2015-16 
Total Levy 

Amount of 
Levy on 

Parcels in 
District (1) 

Percent of 
Levy on 

Parcels in 
District 

Total 
Debt 

Outstanding (2) 

District 
Share of 

Total Debt 
Outstanding 

            

City of San Juan Capistrano Election 1990, Series 1998 GO Bonds $239,342 $3,494 1.4597% $955,000 $13,940 

City of San Juan Capistrano Election 2008, Series 2009 GO Bonds 2,138,038 31,211 1.4598 27,010,000 394,295 

Capistrano Unified School District SFID No. 1 Series B 2,254,872 4,343 0.1926 9,667,521 18,620 

Capistrano Unified School District SFID No. 1 2012 Refunding 2,026,850 3,904 0.1926 20,215,000 38,935 

Metropolitan Water District G.O. Bonds 104,828,829 3,416 0.0033 92,865,000 3,026 

Estimated Share of Overlapping Debt Allocable 
 to the Community Facilities District $468,817 

Plus the Series 2013 Bonds $8,100,000 

Plus the 2016 Bonds 12,575,000 

Estimated Share of Direct and Overlapping Debt Allocable 
 to the Community Facilities District $21,143,817 

(1) Based on School District’s share of total levy for Fiscal Year 2015-16. 
(2) Based on outstanding principal as of March 2, 2016. 

____________________ 
Source: David Taussig & Associates, Inc. 
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 Tables 9A through 9G below set forth Fiscal Year 2015-16 overall tax rates estimated to be 
applicable to a Detached Unit within each of the various Tax Classes. 

 
Table 9A 

Community Facilities District No. 2005-1 (Whispering Hills) 
of the Capistrano Unified School District  

 
Fiscal Year 2015-16 Tax Rates 

Residential Property 
Tax Class 2 (>4,600 Square Feet) 

 

Assessed Value and Property Taxes     Percent of Expected Maximum 

  Net AV Amount Amount 

                  

TOTAL ASSESSED VALUE (1) $1,305,757       

NET ASSESSED VALUE (1) $1,298,757       

        

  Unit Size for Residential Property (2) 5,040 Square Feet       

  Lot Size for Residential Property (3) 14,168 Square Feet       

                  

AD VALOREM PROPERTY TAXES (4)       

Basic Levy 1.00000% $12,987.57   

Metropolitan Water District G.O. Bonds  0.00350 45.46   

City of San Juan Capistrano Series 1990 Bonds 0.00358 46.50   

City of San Juan Capistrano Series 2008 Bonds 0.03198 415.34   

Capistrano Unified SFID No. 1 Series 2001B 0.00445 57.79   

Capistrano Unified SFID No. 1 Series 2012 Refunding 0.00400            51.95 

Total General Property Taxes and Overrides 1.04751% $13,604.61   

        

ASSESSMENTS, SPECIAL TAXES AND PARCEL CHARGES       

Mosquito & Fire Ant Assessment (5)   $6.02   

Vector Control Charge (6)   1.92   

Metropolitan Water District West Standby Charge (7)   10.08   

Capistrano Unified School District CFD No. 2005-1 (8)    9,500.62 $9,500.62 

Total Assessments and Parcel Charges   $9,518.64 $9,518.64 

        

PROJECTED TOTAL PROPERTY TAXES $23,123.25 $23,123.25 

  

Projected Total Effective Tax Rate (as % of Total Assessed Value)     1.77087% 1.77087% 

 
(1) Based on average assessed value for 4 Tax Class 2 residential units sold to individuals as of January 1, 2015, provided by the Orange 

County Assessor.  Net Assessed Value includes $7,000 homeowner’s exemption.  Total Assessed Value used to determine the Total 
Effective Tax Rate. 

(2) Based on the average unit size for 4 Tax Class 2 residential units. 
(3) Based on the average lot size for 4 Tax Class 2 residential units. 
(4) Estimated based on actual Fiscal Year 2015-16 ad valorem rates. 
(5) Estimated based on actual Fiscal Year 2015-16 rate of $6.02 per benefit unit.  Residential units are assessed at 1 benefit unit. 
(6) Estimated based on actual Fiscal Year 2015-16 rate of $1.92 per benefit unit.  Residential units are assessed at 1 benefit unit. 
(7) Estimated based on actual Fiscal Year 2015-16 rate of $10.08 per parcel or per acre, whichever is greater. 
(8) Expected amount based on the Fiscal Year 2016-17 Assigned Special Tax levy of $9,500.62 per unit for Tax Class 2 property.  Maximum 

amount based on the greater of Fiscal Year 2016-17 Assigned Special Tax or the Fiscal Year 2016-17 Backup Special Tax, where the 
Fiscal Year 2016-17 Backup Special Tax rate is $23,721.18 per lot acre.  The Assigned and Backup Special Tax rates escalate at two 
percent per year. 

____________________  
Source:  County of Orange; David Taussig & Associates, Inc. 



 

41 
 

Table 9B 

Community Facilities District No. 2005-1 (Whispering Hills) 
of the Capistrano Unified School District 

 
Fiscal Year 2015-16 Tax Rates 

Residential Property 
Tax Class 3 (4,301-4,600 Square Feet) 

 

Assessed Value and Property Taxes     Percent of Expected Maximum 

  Net AV Amount Amount 

                  

TOTAL ASSESSED VALUE (1) $1,226,333       

NET ASSESSED VALUE (1) $1,219,333       

        

  Unit Size for Residential Property (2) 4,329 Square Feet       

  Lot Size for Residential Property (3) 12,531 Square Feet       

                  

AD VALOREM PROPERTY TAXES (4)       

Basic Levy 1.00000% $12,193.33   

Metropolitan Water District G.O. Bonds  0.00350 42.68   

City of San Juan Capistrano Series 1990 Bonds 0.00358 43.65   

City of San Juan Capistrano Series 2008 Bonds 0.03198 389.94   

Capistrano Unified SFID No. 1 Series 2001B 0.00445 54.26   

Capistrano Unified SFID No. 1 Series 2012 Refunding 0.00400            48.77 

Total General Property Taxes and Overrides 1.04751% $12,772.64   

        

ASSESSMENTS, SPECIAL TAXES AND PARCEL CHARGES       

Mosquito & Fire Ant Assessment (5)   $6.02   

Vector Control Charge (6)   1.92   

Metropolitan Water District West Standby Charge (7)   10.08   

Capistrano Unified School District CFD No. 2005-1 (8)     8,672.55 $8,672.55 

Total Assessments and Parcel Charges   $8,690.57 $8,690.57 

        

PROJECTED TOTAL PROPERTY TAXES $21,463.21 $21,463.21 

  

Projected Total Effective Tax Rate (as % of Total Assessed Value)   1.75019% 1.75019% 

 
(1) Based on average assessed value for 3 Tax Class 3 residential units sold to individuals as of January 1, 2015, provided by the Orange County 

Assessor.  Net Assessed Value includes $7,000 homeowner’s exemption.  Total Assessed Value used to determine the Total Effective Tax 
Rate. 

(2) Based on the average unit size for 3 Tax Class 3 residential units. 
(3) Based on the average lot size for 3 Tax Class 3 residential units. 
(4) Estimated based on actual Fiscal Year 2015-16 ad valorem rates. 
(5) Estimated based on actual Fiscal Year 2015-16 rate of $6.02 per benefit unit.  Residential units are assessed at 1 benefit unit. 
(6) Estimated based on actual Fiscal Year 2015-16 rate of $1.92 per benefit unit.  Residential units are assessed at 1 benefit unit. 
(7) Estimated based on actual Fiscal Year 2015-16 rate of $10.08 per parcel or per acre, whichever is greater. 
(8) Expected amount based on the Fiscal Year 2016-17 Assigned Special Tax levy of $8,672.55 per unit for Tax Class 3 property.  Maximum 

amount based on the greater of Fiscal Year 2016-17 Assigned Special Tax or the Fiscal Year 2016-17 Backup Special Tax, where the Fiscal 
Year 2016-17 Backup Special Tax rate is $23,721.18 per lot acre.  The Assigned and Backup Special Tax rates escalate at two percent per 
year. 

____________________  
Source:  County of Orange; David Taussig & Associates, Inc. 
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Table 9C 

Community Facilities District No. 2005-1(Whispering Hills) 
of the Capistrano Unified School District  

 
Fiscal Year 2015-16 Tax Rates 

Residential Property 
Tax Class 4 (3,901-4,300 Square Feet) 

 

Assessed Value and Property Taxes     Percent of Expected Maximum 

  Net AV Amount Amount 

                  

TOTAL ASSESSED VALUE (1) $1,105,914       

NET ASSESSED VALUE (1) $1,098,914       

        

  Unit Size for Residential Property (2) 4,035 Square Feet       

  Lot Size for Residential Property (3) 15,083 Square Feet       

                  

AD VALOREM PROPERTY TAXES (4)       

Basic Levy 1.00000% $10,989.14   

Metropolitan Water District G.O. Bonds  0.00350 38.46   

City of San Juan Capistrano Series 1990 Bonds 0.00358 39.34   

City of San Juan Capistrano Series 2008 Bonds 0.03198 351.43   

Capistrano Unified SFID No. 1 Series 2001B 0.00445 48.90   

Capistrano Unified SFID No. 1 Series 2012 Refunding 0.00400            43.96 

Total General Property Taxes and Overrides 1.04751% $11,511.23   

        

ASSESSMENTS, SPECIAL TAXES AND PARCEL CHARGES       

Mosquito & Fire Ant Assessment (5)   $6.02   

Vector Control Charge (6)   1.92   

Metropolitan Water District West Standby Charge (7)   10.08   

Capistrano Unified School District CFD No. 2005-1 (8)   8,432.97 $8,432.97 

Total Assessments and Parcel Charges   $8,450.99 $8,450.99 

        

PROJECTED TOTAL PROPERTY TAXES $19,962.22 $19,962.22 

  

Projected Total Effective Tax Rate (as % of Total Assessed Value)     1.80504% 1.80504% 

 
(1) Based on average assessed value for 4 Tax Class 4 residential units sold to individuals as of January 1, 2015, provided by the Orange 

County Assessor.  Net Assessed Value includes $7,000 homeowner’s exemption.  Total Assessed Value used to determine the Total 
Effective Tax Rate. 

(2) Based on the average unit size for 4 Tax Class 4 residential units. 
(3) Based on the average lot size for 4 Tax Class 4 residential units. 
(4) Estimated based on actual Fiscal Year 2015-16 ad valorem rates. 
(5) Estimated based on actual Fiscal Year 2015-16 rate of $6.02 per benefit unit.  Residential units are assessed at 1 benefit unit. 
(6) Estimated based on actual Fiscal Year 2015-16 rate of $1.92 per benefit unit.  Residential units are assessed at 1 benefit unit. 
(7) Estimated based on actual Fiscal Year 2015-16 rate of $10.08 per parcel or per acre, whichever is greater. 
(8) Expected amount based on the Fiscal Year 2016-17 Assigned Special Tax levy of $8,432.97 per unit for Tax Class 4 property.  Maximum 

amount based on the greater of Fiscal Year 2016-17 Assigned Special Tax or the Fiscal Year 2016-17 Backup Special Tax, where the 
Fiscal Year 2016-17 Backup Special Tax rate is $23,721.18 per lot acre.  The Assigned and Backup Special Tax rates escalate at two 
percent per year. 

____________________  
Source:  County of Orange; David Taussig & Associates, Inc. 
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Table 9D 

Community Facilities District No. 2005-1 (Whispering Hills) 
of the Capistrano Unified School District 

 
Fiscal Year 2015-16 Tax Rates 

Residential Property 
Tax Class 5 (3,701-3,900 Square Feet) 

 

Assessed Value and Property Taxes     Percent of Expected Maximum 

  Net AV Amount Amount 

                  

TOTAL ASSESSED VALUE (1) $969,612       

NET ASSESSED VALUE (1) $962,612       

        

  Unit Size for Residential Property (2) 3,842 Square Feet       

  Lot Size for Residential Property (3) 15,176 Square Feet       

                  

AD VALOREM PROPERTY TAXES (4)       

Basic Levy 1.00000% $9,626.12   

Metropolitan Water District G.O. Bonds  0.00350 33.69   

City of San Juan Capistrano Series 1990 Bonds 0.00358 34.46   

City of San Juan Capistrano Series 2008 Bonds 0.03198 307.84   

Capistrano Unified SFID No. 1 Series 2001B 0.00445 42.84   

Capistrano Unified SFID No. 1 Series 2012 Refunding 0.00400            38.50 

Total General Property Taxes and Overrides 1.04751% $10,083.46   

        

ASSESSMENTS, SPECIAL TAXES AND PARCEL CHARGES       

Mosquito & Fire Ant Assessment (5)   $6.02   

Vector Control Charge (6)   1.92   

Metropolitan Water District West Standby Charge (7)   10.08   

Capistrano Unified School District CFD No. 2005-1 (8)   7,844.49 $8,264.25 

Total Assessments and Parcel Charges   $7,862.51 $8,282.27 

        

PROJECTED TOTAL PROPERTY TAXES $17,945.97 $18,365.73 

  

Projected Total Effective Tax Rate (as % of Total Assessed Value)     1.85084% 1.89413% 

 
(1) Based on average assessed value for 23 Tax Class 5 residential units sold to individuals as of January 1, 2015, provided by the Orange 

County Assessor.  Net Assessed Value includes $7,000 homeowner’s exemption.  Total Assessed Value used to determine the Total 
Effective Tax Rate. 

(2) Based on the average unit size for 23 Tax Class 5 residential units. 
(3) Based on the average lot size for 23 Tax Class 5 residential units. 
(4) Estimated based on actual Fiscal Year 2015-16 ad valorem rates. 
(5) Estimated based on actual Fiscal Year 2015-16 rate of $6.02 per benefit unit.  Residential units are assessed at 1 benefit unit. 
(6) Estimated based on actual Fiscal Year 2015-16 rate of $1.92 per benefit unit.  Residential units are assessed at 1 benefit unit. 
(7) Estimated based on actual Fiscal Year 2015-16 rate of $10.08 per parcel or per acre, whichever is greater. 
(8) Expected amount based on the Fiscal Year 2016-17 Assigned Special Tax levy of $7,844.49 per unit for Tax Class 5 property.  Maximum 

amount based on the greater of Fiscal Year 2016-17 Assigned Special Tax or the Fiscal Year 2016-17 Backup Special Tax, where the 
Fiscal Year 2016-17 Backup Special Tax rate is $23,721.18 per lot acre.  The Assigned and Backup Special Tax rates escalate at two 
percent per year. 

____________________  
Source:  County of Orange; David Taussig & Associates, Inc. 
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Table 9E 

Community Facilities District No. 2005-1 (Whispering Hills) 
of the Capistrano Unified School District 

 
Fiscal Year 2015-16 Tax Rates 

Residential Property 
Tax Class 6 (3,401-3,700 Square Feet) 

 

Assessed Value and Property Taxes     Percent of Expected Maximum 

  Net AV Amount Amount 

                  

TOTAL ASSESSED VALUE (1) $958,207       

NET ASSESSED VALUE (1) $951,207       

        

  Unit Size for Residential Property (2) 3,588 Square Feet       

  Lot Size for Residential Property (3) 18,267 Square Feet       

                  

AD VALOREM PROPERTY TAXES (4)       

Basic Levy 1.00000% $9,512.07   

Metropolitan Water District G.O. Bonds  0.00350 33.29   

City of San Juan Capistrano Series 1990 Bonds 0.00358 34.05   

City of San Juan Capistrano Series 2008 Bonds 0.03198 304.20   

Capistrano Unified SFID No. 1 Series 2001B 0.00445 42.33   

Capistrano Unified SFID No. 1 Series 2012 Refunding 0.00400           38.05 

Total General Property Taxes and Overrides 1.04751% $9,963.99   

        

ASSESSMENTS, SPECIAL TAXES AND PARCEL CHARGES       

Mosquito & Fire Ant Assessment (5)   $6.02   

Vector Control Charge (6)   1.92   

Metropolitan Water District West Standby Charge (7)   10.08   

Capistrano Unified School District CFD No. 2005-1 (8)    7,707.59 $9,947.71 

Total Assessments and Parcel Charges   $7,725.61 $9,965.73 

        

PROJECTED TOTAL PROPERTY TAXES $17,689.60 $19,929.73 

  

Projected Total Effective Tax Rate (as % of Total Assessed Value)     1.84611% 2.07990% 

 
(1) Based on average assessed value for 25 Tax Class 6 residential units sold to individuals as of January 1, 2015, provided by the Orange 

County Assessor.  Net Assessed Value includes $7,000 homeowner’s exemption.  Total Assessed Value used to determine the Total 
Effective Tax Rate. 

(2) Based on the average unit size for 25 Tax Class 6 residential units. 
(3) Based on the average lot size for 25 Tax Class 6 residential units. 
(4) Estimated based on actual Fiscal Year 2015-16 ad valorem rates. 
(5) Estimated based on actual Fiscal Year 2015-16 rate of $6.02 per benefit unit.  Residential units are assessed at 1 benefit unit. 
(6) Estimated based on actual Fiscal Year 2015-16 rate of $1.92 per benefit unit.  Residential units are assessed at 1 benefit unit. 
(7) Estimated based on actual Fiscal Year 2015-16 rate of $10.08 per parcel or per acre, whichever is greater. 
(8) Expected amount based on the Fiscal Year 2016-17 Assigned Special Tax levy of $7,707.59 per unit for Tax Class 6 property.  Maximum 

amount based on the greater of Fiscal Year 2016-17 Assigned Special Tax or the Fiscal Year 2016-17 Backup Special Tax, where the 
Fiscal Year 2016-17 Backup Special Tax rate is $23,721.18 per lot acre.  The Assigned and Backup Special Tax rates escalate at two 
percent per year. 

____________________  
Source:  County of Orange; David Taussig & Associates, Inc. 
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Table 9F 

Community Facilities District No. 2005-1 (Whispering Hills) 
of the Capistrano Unified School District  

 
Fiscal Year 2015-16 Tax Rates 

Residential Property 
Tax Class 7 (2,901-3,400 Square Feet) 

 

Assessed Value and Property Taxes     Percent of Expected Maximum 

  Net AV Amount Amount 

                  

TOTAL ASSESSED VALUE (1) $917,049       

NET ASSESSED VALUE (1) $910,049       

        

  Unit Size for Residential Property (2) 3,321 Square Feet       

  Lot Size for Residential Property (3) 12,458 Square Feet       

                  

AD VALOREM PROPERTY TAXES (4)       

Basic Levy 1.00000% $9,100.49   

Metropolitan Water District G.O. Bonds  0.00350 31.85   

City of San Juan Capistrano Series 1990 Bonds 0.00358 32.58   

City of San Juan Capistrano Series 2008 Bonds 0.03198 291.03   

Capistrano Unified SFID No. 1 Series 2001B 0.00445 40.50   

Capistrano Unified SFID No. 1 Series 2012 Refunding 0.00400           36.40 

Total General Property Taxes and Overrides 1.04751% $9,532.85   

        

ASSESSMENTS, SPECIAL TAXES AND PARCEL CHARGES       

Mosquito & Fire Ant Assessment (5)   $6.02   

Vector Control Charge (6)   1.92   

Metropolitan Water District West Standby Charge (7)   10.08   

Capistrano Unified School District CFD No. 2005-1 (8)   7,332.20 $7,332.20 

Total Assessments and Parcel Charges   $7,350.22 $7,350.22 

        

PROJECTED TOTAL PROPERTY TAXES $16,883.07 $16,883.07 

  

Projected Total Effective Tax Rate (as % of Total Assessed Value)     1.84102% 1.84102% 

 
(1) Based on average assessed value for 11 Tax Class 7 residential units sold to individuals as of January 1, 2015, provided by the Orange 

County Assessor.  Net Assessed Value includes $7,000 homeowner’s exemption.  Total Assessed Value used to determine the Total 
Effective Tax Rate. 

(2) Based on the average unit size for 11 Tax Class 7 residential units. 
(3) Based on the average lot size for 11 Tax Class 7 residential units. 
(4) Estimated based on actual Fiscal Year 2015-16 ad valorem rates. 
(5) Estimated based on actual Fiscal Year 2015-16 rate of $6.02 per benefit unit.  Residential units are assessed at 1 benefit unit. 
(6) Estimated based on actual Fiscal Year 2015-16 rate of $1.92 per benefit unit.  Residential units are assessed at 1 benefit unit. 
(7) Estimated based on actual Fiscal Year 2015-16 rate of $10.08 per parcel or per acre, whichever is greater. 
(8) Expected amount based on the Fiscal Year 2016-17 Assigned Special Tax levy of $7,332.20 per unit for Tax Class 7 property.  Maximum 

amount based on the greater of Fiscal Year 2016-17 Assigned Special Tax or the Fiscal Year 2016-17 Backup Special Tax, where the 
Fiscal Year 2016-17 Backup Special Tax rate is $23,721.18 per lot acre.  The Assigned and Backup Special Tax rates escalate at two 
percent per year. 

____________________  
Source:  County of Orange; David Taussig & Associates, Inc. 
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Table 9G 

Community Facilities District No. 2005-1 of the 
 Capistrano Unified School District (Whispering Hills) 

 
Fiscal Year 2015-16 Tax Rates 

Residential Property 
Tax Class 8 (≤2,900 Square Feet) 

 

Assessed Value and Property Taxes     Percent of Expected Maximum 

  Net AV Amount Amount 

                  

TOTAL ASSESSED VALUE (1) $713,448       

NET ASSESSED VALUE (1) $706,448       

        

  Unit Size for Residential Property (2) 2,804 Square Feet       

  Lot Size for Residential Property (3) 12,510 Square Feet       

                  

AD VALOREM PROPERTY TAXES (4)       

Basic Levy 1.00000% $7,064.48   

Metropolitan Water District G.O. Bonds  0.00350 24.73   

City of San Juan Capistrano Series 1990 Bonds 0.00358 25.29   

City of San Juan Capistrano Series 2008 Bonds 0.03198 225.92   

Capistrano Unified SFID No. 1 Series 2001B 0.00445 31.44   

Capistrano Unified SFID No. 1 Series 2012 Refunding 0.00400           28.26 

Total General Property Taxes and Overrides 1.04751% $7,400.12   

        

ASSESSMENTS, SPECIAL TAXES AND PARCEL CHARGES       

Mosquito & Fire Ant Assessment (5)   $6.02   

Vector Control Charge (6)   1.92   

Metropolitan Water District West Standby Charge (7)   10.08   

Capistrano Unified School District CFD No. 2005-1 (8)     6,819.91 $6,819.91 

Total Assessments and Parcel Charges   $6,837.93 $6,837.93 

        

PROJECTED TOTAL PROPERTY TAXES $14,238.05 $14,238.05 

  

Projected Total Effective Tax Rate (as % of Total Assessed Value)     1.99567% 1.99567% 

 
(1) Based on average assessed value for 10 Tax Class 8 residential units sold to individuals as of January 1, 2015, provided by the Orange 

County Assessor.  Net Assessed Value includes $7,000 homeowner’s exemption.  Total Assessed Value used to determine the Total 
Effective Tax Rate. 

(2) Based on the average unit size for 10 Tax Class 8 residential units. 
(3) Based on the average lot size for 10 Tax Class 8 residential units. 
(4) Estimated based on actual Fiscal Year 2015-16 ad valorem rates. 
(5) Estimated based on actual Fiscal Year 2015-16 rate of $6.02 per benefit unit.  Residential units are assessed at 1 benefit unit. 
(6) Estimated based on actual Fiscal Year 2015-16 rate of $1.92 per benefit unit.  Residential units are assessed at 1 benefit unit. 
(7) Estimated based on actual Fiscal Year 2015-16 rate of $10.08 per parcel or per acre, whichever is greater. 
(8) Expected amount based on the Assigned Fiscal Year 2016-17 Special Tax levy of $6,819.91 per unit for Tax Class 8 property.  Maximum 

amount based on the greater of Fiscal Year 2016-17 Assigned Special Tax or the Fiscal Year 2016-17 Backup Special Tax, where the 
Fiscal Year 2016-17 Backup Special Tax rate is $23,721.18 per lot acre.  The Assigned and Backup Special Tax rates escalate at two 
percent per year. 

____________________  
Source:  County of Orange; David Taussig & Associates, Inc. 
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Overlapping Direct Assessments 

 As indicated in the tables above, properties within the Community Facilities District are subject 
to a variety of standby charges, direct assessments, maintenance assessments, special assessments and 
service charges.  Most of these charges are in amounts less than $400 per annum.  Other than the Special 
Taxes levied with respect to the 2016 Bonds, the Community Facilities District is not aware of whether 
the properties within the Community Facilities District are subject to sewer service charges or special 
taxes in excess of $420 per year. 

 The Community Facilities District has no control over the amount of additional debt payable from 
taxes or assessments levied on all or a portion of the property within a special district which may be 
incurred in the future by other governmental agencies, including, but not limited to, the County or any 
other governmental agency having jurisdiction over all or a portion of the property within the Community 
Facilities District. 

 Accordingly, the debt on the property within the Community Facilities District could increase, 
without any corresponding increase in the value of the property therein, and thereby severely reduce the 
ratio that exists at the time the 2016 Bonds are issued between the value of the property and the debt 
secured by other taxes and assessments which may be levied on such property.  The incurring of such 
additional indebtedness could also affect the ability and willingness of the property owners within the 
Community Facilities District to pay Special Taxes when due. 

 Moreover, in the event of a delinquency in the payment of Special Taxes, no assurance can be 
given that the proceeds of any foreclosure sale of the property with delinquent Special Taxes would be 
sufficient to pay the delinquent Special Taxes.  See “BONDOWNERS’ RISKS – Assessed Values.” 

 
BONDOWNERS’ RISKS 

 In addition to the other information contained in this Official Statement, the following risk factors 
should be carefully considered in evaluating the investment quality of the 2016 Bonds.  The Community 
Facilities District and the Underwriter caution prospective investors that this discussion does not 
purport to be comprehensive or definitive and does not purport to be a complete statement of all factors 
which may be considered as risks in evaluating the credit quality of the 2016 Bonds.  The occurrence of 
one or more of the events discussed herein could adversely affect the ability or willingness of property 
owners in the Community Facilities District to pay their Special Taxes when due.  Any such failure to 
pay Special Taxes could result in the inability of the Community Facilities District to make full and 
punctual payments of debt service on the 2016 Bonds.  In addition, the occurrence of one or more of the 
events discussed herein could adversely affect the value of the property in the Community Facilities 
District. 

Risks of Real Estate Secured Investments Generally 
 
  The Bondowners will be subject to the risks generally incident to an investment secured by real 
estate, including, without limitation, (i) adverse changes in local market conditions, such as changes in 
the market value of real property in the vicinity of the Community Facilities District, the supply of or 
demand for competitive properties in such area, and the market value of residential property in the event 
of sale or foreclosure; (ii) changes in real estate tax rates and other operating expenses, governmental 
rules (including, without limitation, zoning laws and laws relating to endangered species and hazardous 
materials) and fiscal policies; and (iii) natural disasters (including, without limitation, earthquakes, 
landslides, wildfires, floods and droughts), which may result in uninsured losses. 
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Economic Uncertainty 
 
 In recent years, there have been local economic uncertainty and volatility within the region.  
Unemployment rates as of April 2016 have decreased to approximately 4.3% for the City of San Juan 
Capistrano (not seasonally adjusted) as compared to 4.5% for calendar year 2015, and approximately 
3.9% (not seasonally adjusted) for Orange County as compared to 4.2% for calendar year 2015.  The 
Community Facilities District cannot predict future economic conditions or whether or to what extent 
economic conditions may affect the ability of homeowners to pay Special Taxes or the marketability of 
the 2016 Bonds. 
 
State Budget 
 
 As a result of the slow State and national economies, the State in recent years experienced serious 
budgetary shortfalls.  The effect of the State revenue shortfalls on the local or State economy or on the 
demand for, or value of, the property within the Community Facilities District cannot be predicted. 
 
Special Taxes Are Not Personal Obligations 

 The current and future owners of land within the Community Facilities District are not personally 
liable for the payment of the Special Taxes.  Rather, the Special Tax is an obligation only of the land 
within the Community Facilities District.  If the value of the land within the Community Facilities 
District is not sufficient to fully secure the Special Tax, then the Community Facilities District has no 
recourse against the landowner under the laws by which the Special Tax has been levied and the 2016 
Bonds have been issued. 
 
The 2016 Bonds Are Limited Obligations of the Community Facilities District 

 The Community Facilities District has no obligation to pay principal of and interest on the 2016 
Bonds in the event Special Tax collections are delinquent, other than from amounts, if any, on deposit in 
the Special Tax Fund, Bond Fund, Reserve Fund or funds derived from the tax sale or foreclosure and 
sale of parcels on which levies of the Special Tax are delinquent, nor is the Community Facilities 
District obligated to advance funds to pay such debt service on the 2016 Bonds. 

 
 Neither the faith and credit nor the taxing power of the School District, the State or any political 
subdivision thereof other than the Community Facilities District is pledged to the payment of the 2016 
Bonds.  Except for the Special Taxes, no other taxes are pledged to the payment of the 2016 Bonds.  The 
2016 Bonds are not general or special obligations of the School District, the State or any political 
subdivision thereof nor general obligations of the Community Facilities District, but are special 
obligations of the Community Facilities District, payable solely from Net Special Taxes and the other 
assets pledged therefor under the Fiscal Agent Agreement. 
 

Appraised Values 
 

The Appraisal Report summarized in APPENDIX C estimates the market value of the Taxable 
Property within the Community Facilities District.  This market value is merely the present opinion of the 
Appraiser as of the date of value set forth in the Appraisal Report, and is subject to the assumptions and 
limiting conditions stated in the Appraisal Report.  The Community Facilities District has not sought the 
present opinion of any other appraiser of the value of the completed homes.  A different opinion of value 
might be rendered by a different appraiser. 
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The opinion of value assumes a sale by a willing seller to a willing buyer, each having similar 
information and neither being forced by other circumstances to sell or to buy.  Consequently, the opinion 
is of limited use in predicting the selling price at a foreclosure sale, because the sale is forced and the 
buyer may not have the benefit of full information. 
 

In addition, the opinion is a present opinion.  It is based upon the facts and circumstances at the 
date of value of the Appraisal Report.  Differing facts and circumstances may lead to differing opinions of 
value.  The appraised value is not evidence of future value because future facts and circumstances may 
differ significantly from such date of value. 
 

No assurance can be given that any of the completed homes in the Community Facilities District 
could be sold for the estimated market value contained in the Appraisal Report if that property should 
become delinquent in the payment of Special Taxes and be foreclosed upon. 
 

Assessed Values 
 

 Prospective purchasers of the 2016 Bonds should not assume that the land within the Community 
Facilities District could be sold for the assessed amount described in this Official Statement at a 
foreclosure sale for delinquent Special Taxes. 

 
 The assessed values summarized herein estimate the fee simple interest assessed value of the 
property within the Community Facilities District.  This value is merely the amount of the assessed 
value in the records maintained by the County Assessor.  The assessed value relates to sale by a willing 
seller to a willing buyer at a point in time, as adjusted by State law.  Consequently, the assessed value is 
of limited use in predicting the selling price at a foreclosure sale, because the sale is forced and the 
buyer may not have the benefit of full information. 
 
 No assurance can be given that if any of the completed homes in the Community Facilities 
District should become delinquent in the payment of the Special Taxes, and be foreclosed upon, that 
such property could be sold for the assessed value.  See “Value-to-Lien Ratios,” below.   
 
 Finally, as noted above, there are 15 custom lots within the Community Facilities District but the 
Community Facilities District has been advised by the Developer that such custom lots are currently not 
feasible to develop.  The Developer currently believes that the costs of grading the lots and constructing 
the public infrastructure required to provide access and sewer, water and utility service to the lots makes 
their development and sale infeasible at this time.  Bondowners should assume that no Special Taxes as 
either Developed Property or Undeveloped Property will be received with respect to such custom lots 
and should not assume that if Special Taxes were levied on the custom lots, that such property could be 
sold for the assessed value. 
 
Value-to-Lien Ratios 

 Value-to-lien ratios have traditionally been used in land-secured bond issues as a measure of the 
“collateral” supporting the willingness of property owners to pay their special taxes and assessments 
(and, in effect, their general property taxes as well).  The value-to-lien ratio is mathematically a 
fraction, the numerator of which is the value of the property (usually either the assessed value or a 
market value as determined by an appraiser) and the denominator of which is the “lien” of the 
assessments or special taxes as represented by the principal amount of bonds repaid by such assessment 
or special tax.  A value-to-lien ratio should not, however, be viewed as a guarantee of credit-worthiness.  
Land values are especially sensitive to economic cycles.  A downturn of the economy may depress land 
values and hence the value-to-lien ratios.  Further, the value-to-lien ratio typically cited for a bond issue 
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is an average.  Individual parcels in a community facilities district may fall above or below the average, 
sometimes even below a 1:1 ratio.  (With a 1:1 ratio, the land is worth less than the debt on it.)  
Although judicial foreclosure proceedings can be initiated rapidly, the process can take several years to 
complete, and the bankruptcy courts may impede the foreclosure action.  Finally, local agencies may 
form overlapping community facilities districts or assessment districts.  Such local agencies typically do 
not coordinate their bond issuances.  Debt issuance by an entity other than the Community Facilities 
District can therefore dilute value-to-lien ratios.  See “THE COMMUNITY FACILITIES DISTRICT – 
Direct and Overlapping Debt.” 
 
Burden of Parity Liens, Taxes and Other Special Assessments on the Taxable Property 

  
 While the Special Taxes are secured by the Taxable Property, the security only extends to the 
value of such Taxable Property that is not subject to priority and parity liens and similar claims. 

 Table 8 in the section entitled “THE COMMUNITY FACILITIES DISTRICT – Direct and 
Overlapping Debt” sets forth the presently outstanding amount of governmental obligations (with stated 
exclusions), the tax or assessment for which is or may become an obligation of one or more of the 
parcels of Taxable Property.  The table does not specifically identify which of the governmental 
obligations are secured by liens on one or more of the parcels of Taxable Property. 

 In addition, other governmental obligations may be authorized and undertaken or issued in the 
future, the tax, assessment or charge for which may become an obligation of one or more of the parcels 
of Taxable Property and may be secured by a lien on a parity with the lien of the Special Tax securing 
the 2016 Bonds. 

 In general, as long as the Special Tax is collected on the County tax roll, the Special Tax and all 
other taxes, assessments and charges also collected on the tax roll are on a parity, that is, are of equal 
priority.  Questions of priority become significant when collection of one or more of the taxes, 
assessments or charges is sought by some other procedure, such as foreclosure and sale.  In the event of 
proceedings to foreclose for delinquency of Special Taxes securing the 2016 Bonds, the Special Tax 
will be subordinate only to existing prior governmental liens, if any.  Otherwise, in the event of such 
foreclosure proceedings, the Special Taxes will generally be on a parity with the other taxes, 
assessments and charges, and will share the proceeds of such foreclosure proceedings on a pro rata 
basis.  Although the Special Taxes will generally have priority over non-governmental liens on a parcel 
of Taxable Property, regardless of whether the non-governmental liens were in existence at the time of 
the levy of the Special Tax or not, this result may not apply in the case of bankruptcy. 
 
 While governmental taxes, assessments and charges are a common claim against the value of a 
parcel of Taxable Property, other less common claims may be relevant.  One of the most serious in 
terms of the potential reduction in the value that may be realized to pay the Special Tax is a claim with 
regard to a hazardous substance.  See “Factors Affecting Parcel Values and Aggregate Value – 
Hazardous Substances” below. 
 
Disclosure to Future Purchasers 

 On June 23, 2011, the Community Facilities District recorded an amendment to the Notice of 
Special Tax Lien for the territory included in the Community Facilities District in the Office of the 
Orange County Recorder, as Document No. 20110003, with respect to the First Amended Rate and 
Method.  While title companies normally refer to such notices in title reports, there can be no guarantee 
that such reference will be made or, if made, that a prospective purchaser or lender will consider such 
Special Tax obligation in the purchase of a parcel of land or a home in the Community Facilities District 
or the lending of money thereon.  The Act requires the subdivider (or its agent or representative) of a 
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subdivision to notify a prospective purchaser or long-term lessor of any lot, parcel, or unit subject to a 
Mello-Roos special tax of the existence and maximum amount of such special tax using a statutorily 
prescribed form.  California Civil Code Section 1102.6b requires that in the case of transfers, other than 
those covered by the above requirement, the seller must at least make a good faith effort to notify the 
prospective purchaser of the special tax lien in a format prescribed by statute.  Failure by an owner of 
the property to comply with the above requirements, or failure by a purchaser or lessor to consider or 
understand the nature and existence of the Special Tax, could adversely affect the willingness and 
ability of the purchaser or lessor to pay the Special Tax when due. 
 
Special Tax Delinquencies 
 
 In order to pay debt service on the 2016 Bonds, it is necessary that the Special Taxes be paid in a 
timely manner.  Under provisions of the Act, the Special Taxes, from which funds necessary for the 
payment of principal of, and interest on, the 2016 Bonds are derived, are customarily billed to the 
properties within the Community Facilities District, as applicable, on the regular ad valorem property 
tax bills sent to owners of such properties.  Such Special Tax installments are due and payable, and bear 
the same penalties and interest for non-payment, as do regular ad valorem property tax installments.  
The unwillingness or inability of a property owner to pay ad valorem property tax bills as evidenced by 
property tax delinquencies may also indicate an unwillingness or inability to make regular property tax 
payments and Special Tax installment payments in the future.  If a substantial number of homeowners 
fail to pay the Special Taxes when due there could be significant special tax delinquencies. 
 
 As indicated above, by policy, the County does include special taxes of the community facilities 
districts formed by the School District in its Teeter program.  See “SECURITY FOR THE 2016 
BONDS – Special Taxes Are Within Teeter Plan.”  So long as the Special Taxes are included within the 
Teeter Plan, the County will distribute Special Taxes to the Community Facilities District on the basis 
of the Special Tax levy, rather than on the basis of actual Special Tax collections. 
 
Insufficiency of the Special Tax 

 The principal source of payment of principal of and interest on the 2016 Bonds is the proceeds of 
the annual levy and collection of the Special Tax against property within the Community Facilities 
District.  The annual levy of the Special Tax is subject to the maximum tax rates authorized.  The levy 
cannot be made at a higher rate even if the failure to do so means that the estimated proceeds of the levy 
and collection of the Special Tax, together with other available funds, will not be sufficient to pay debt 
service on the 2016 Bonds.  Other funds which might be available include funds derived from the 
payment of penalties on delinquent Special Taxes and funds derived from the tax sale or foreclosure and 
sale of parcels on which levies of the Special Tax are delinquent. 

 The levy of the Special Tax will rarely, if ever, result in a uniform relationship between the value 
of particular Taxable Property and the amount of the levy of the Special Tax against such parcels.  Thus, 
there will rarely, if ever, be a uniform relationship between the value of such parcels and the 
proportionate share of debt service on the 2016 Bonds, and certainly not a direct relationship. 

 The Special Tax levied in any particular tax year on a Taxable Property is based upon the revenue 
needs and application of the First Amended Rate and Method.  Application of the First Amended Rate 
and Method will, in turn, be dependent upon certain development factors with respect to each Taxable 
Property by comparison with similar development factors with respect to the other Taxable Property 
within the Community Facilities District.  Thus, in addition to annual variations of the revenue needs 
from the Special Tax, the following are some of the factors which might cause the levy of the Special 
Tax on any particular Taxable Property to vary from the Special Tax that might otherwise be expected: 
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 (1) Reduction in the amount of Taxable Property, for such reasons as acquisition of 
Taxable Property by a governmental agency and failure of the governmental agency to pay the 
Special Tax based upon a claim of exemption or, in the case of the federal government or an 
agency thereof, immunity from taxation, thereby resulting in an increased tax burden on the 
remaining parcels of Taxable Property. 

 (2) Failure of the owners of Taxable Property to pay the Special Tax and delays in 
the collection of or inability to collect the Special Tax by tax sale or foreclosure and sale of the 
delinquent parcels, thereby resulting in an increased tax burden on the remaining parcels of 
Taxable Property. 

 Except as set forth above under “SECURITY FOR THE 2016 BONDS – Special Taxes” and “ – 
First Amended Rate and Method” herein, the Fiscal Agent Agreement provides that the Special Tax is 
to be collected in the same manner as ordinary ad valorem property taxes are collected and, except as 
provided in the special covenant for foreclosure described in “SECURITY FOR THE 2016 BONDS – 
Proceeds of Foreclosure Sales” and in the Act, is subject to the same penalties and the same procedure, 
sale and lien priority in case of delinquency as is provided for ad valorem property taxes.  Pursuant to 
these procedures, if taxes are unpaid for a period of five years or more, the property is subject to sale by 
the County.  In situations where the County has paid to the Community Facilities District the amount of 
the Special Tax levied on a parcel, all foreclosure proceeds, including penalties and interest, will be paid 
to the County. See “SECURITY FOR THE 2016 BONDS-Proceeds of Foreclosure Sales.” 

 In the event that sales or foreclosures of property are necessary, there could be a delay in 
payments to owners of the 2016 Bonds pending such sales or the prosecution of foreclosure proceedings 
and receipt by the Community Facilities District of the proceeds of sale if the Reserve Fund is depleted.  
See “SECURITY FOR THE 2016 BONDS – Proceeds of Foreclosure Sales.” 

 In addition, the First Amended Rate and Method limits the increase of Special Taxes levied on 
parcels of Developed Property to cure delinquencies of other property owners in the Community 
Facilities District.  See “SECURITY FOR THE 2016 BONDS – First Amended Rate and Method” 
herein. 
 
Exempt Properties 

 Certain properties are exempt from the Special Tax in accordance with the First Amended Rate 
and Method (see “SECURITY FOR THE 2016 BONDS – First Amended Rate and Method” herein).  In 
addition, the Act provides that properties or entities of the state, federal or local government are exempt 
from the Special Tax; provided, however, that property within the Community Facilities District 
acquired by a public entity subsequent to adoption of the Resolution of Formation through a negotiated 
transaction or by gift or devise, which is not otherwise exempt from the Special Tax, will continue to be 
subject to the Special Tax.  It is possible that property acquired by a public entity following a tax sale or 
foreclosure based upon failure to pay taxes could become exempt from the Special Tax.  In addition, 
although the Act provides that if property subject to the Special Tax is acquired by a public entity 
through eminent domain proceedings, the obligation to pay the Special Tax with respect to that property 
is to be treated as if it were a special assessment, the constitutionality and operation of these provisions 
of the Act have not been tested, meaning that such property could become exempt from the Special Tax.  
In the event that additional property is dedicated to the School District or other public entities, this 
additional property might become exempt from the Special Tax. 

 The Act further provides that no other properties or entities are exempt from the Special Tax 
unless the properties or entities are expressly exempted in a resolution of consideration to levy a new 
special tax or to alter the rate or method of apportionment of an existing special tax. 



 

53 
 

Depletion of Reserve Fund 

 The Reserve Fund is to be maintained at an amount equal to the Reserve Requirement (see 
“SECURITY FOR THE 2016 BONDS – Reserve Fund” herein).  Funds in the Reserve Fund may be 
used to pay principal of and interest on the 2016 Bonds, in the event the proceeds of the levy and 
collection of the Special Tax against property within the Community Facilities District are insufficient.  
If funds in the Reserve Fund are depleted, the funds can be replenished from the proceeds of the levy 
and collection of the Special Tax that are in excess of the amount required to pay all amounts to be paid 
to the Bondowners pursuant to the Fiscal Agent Agreement.  However, no replenishment from the 
proceeds of a Special Tax levy can occur as long as the proceeds that are collected from the levy of the 
Special Tax against property within the Community Facilities District, at the maximum tax rates, 
together with other available funds, remains insufficient to pay all such amounts.  Thus it is possible that 
the Reserve Fund will be depleted and not be replenished by the levy of the Special Tax.  
 
Discontinuance of Advancement of the Special Tax 

 The County implemented its Teeter Plan as an alternate procedure for the distribution of certain 
property tax and assessment levies on the secured roll.  Pursuant to its Teeter Plan, the County has 
elected to provide local agencies and taxing areas, including the Community Facilities District, with full 
tax and assessment levies instead of actual tax and assessment collections.  In return the County is 
entitled to retain all delinquent tax and assessment payments, penalties and interest.  Thus, the County’s 
Teeter Plan may help protect Bondowners from the risk of delinquencies in the payment of special 
taxes.  However, the County is entitled, and under certain circumstances could be required, to terminate 
its Teeter Plan with respect to all or part of the local agencies and taxing areas covered thereby.  A 
termination of the Teeter Plan with respect to the Community Facilities District would eliminate such 
protection from delinquent Special Taxes for the Community Facilities District.  See “SECURITY FOR 
THE 2016 BONDS – Special Taxes Are Within Teeter Plan.” 
 
Potential Delay and Limitations in Foreclosure Proceedings 
 
 The payment of property owners’ taxes and the ability of the Community Facilities District to 
foreclose the lien of a delinquent unpaid Special Tax pursuant to its covenant to pursue judicial 
foreclosure proceedings, may be limited by bankruptcy, insolvency or other laws generally affecting 
creditors’ rights or by the laws of the State relating to judicial foreclosure.  See “SECURITY FOR THE 
2016 BONDS – Proceeds of Foreclosure Sales” and “BONDOWNERS’ RISKS – Bankruptcy and 
Foreclosure Delay” herein.  In addition, the prosecution of a foreclosure could be delayed due to many 
reasons, including crowded local court calendars or lengthy procedural delays. 
 
 The ability of the Community Facilities District to collect interest and penalties specified by State 
law and to foreclose against properties having delinquent Special Tax installments may be limited in 
certain respects with regard to properties in which the Federal Deposit Insurance Corporation (the 
“FDIC”), the Federal National Mortgage Association, the Federal Home Loan Mortgage Corporation, 
the Drug Enforcement Agency, the Internal Revenue Service or other similar federal governmental 
agencies has or obtains an interest.  See “BONDOWNERS’ RISKS – Payments by FDIC, Fannie Mae, 
Freddie Mac and Other Federal Agencies” herein.  
 
 Other laws generally affecting creditors’ rights or relating to judicial foreclosure may affect the 
ability to enforce payment of Special Taxes or the timing of enforcement of Special Taxes.  For 
example, the Soldiers and Sailors Civil Relief Act of 1940 affords protections such as a stay in 
enforcement of the foreclosure covenant, a six-month period after termination of such military service to 
redeem property sold to enforce the collection of a tax or assessment and a limitation on the interest rate 
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on the delinquent tax or assessment to persons in military service if the court concludes the ability to 
pay such taxes or assessments is materially affected by reason of such service. 
 
 The Community Facilities District and the School District are unable to predict what effect the 
application of a policy statement by the FDIC regarding payment of state and local real property taxes 
would have in the event of a delinquency on a parcel within the Community Facilities District in which 
the FDIC has or obtains an interest, although prohibiting the lien of the FDIC to be foreclosed at a 
judicial foreclosure sale would likely reduce or eliminate the persons willing to purchase a parcel at a 
foreclosure sale. 

 In addition, potential investors should be aware that judicial foreclosure proceedings are not 
summary remedies and can be subject to significant procedural and other delays caused by crowded 
court calendars and other factors beyond the control of the Community Facilities District or the School 
District.  Potential investors should assume that, under current conditions, it is estimated that a judicial 
foreclosure of the lien of Special Taxes may take up to two or three years from initiation to the lien 
foreclosure sale.  At a Special Tax lien foreclosure sale, each parcel will be sold for not less than the 
“minimum bid amount” which is equal to the sum of all delinquent Special Tax installments, penalties 
and interest thereon, costs of collection (including reasonable attorneys’ fees), post-judgment interest 
and costs of sale.  Each parcel is sold at foreclosure for the amounts secured by the Special Tax lien on 
such parcel and multiple parcels may not be aggregated in a single “bulk” foreclosure sale.  If any parcel 
fails to obtain a “minimum bid,” the Community Facilities District may, but is not obligated to, seek 
superior court approval to sell such parcel at an amount less than the minimum bid.  Such superior court 
approval requires the consent of the owners of 75% of the aggregate principal amount of the outstanding 
Bonds. 

 Delays and uncertainties in the Special Tax lien foreclosure process create significant risks for 
Bondowners.  High rates of special tax payment delinquencies which continue during the pendency of 
protracted Special Tax lien foreclosure proceedings, could result in the rapid, total depletion of the 
Reserve Fund prior to replenishment from the resale of property upon foreclosure.  In that event, there 
could be a default in payment of the principal of, and interest on, the 2016 Bonds.  See “Special Taxes 
Are Not Personal Obligations” above. 

 If a judgment of foreclosure and order of sale is obtained, the judgment creditor (the Community 
Facilities District) must cause a Notice of Levy to be issued.  Under current law, a judgment debtor 
(property owner) has 120 days (or in some cases a shorter period) from the date of service of the Notice 
of Levy and 20 days from the subsequent notice of sale in which to redeem the property to be sold.  If a 
judgment debtor fails to so redeem and the property is sold, his only remedy is an action to set aside the 
sale, which must be brought within 90 days of the date of sale.  If, as a result of such action, a 
foreclosure sale is set aside, the judgment is revived and the judgment creditor is entitled to interest on 
the revived judgment as if the sale had not been made.  The constitutionality of the aforementioned 
legislation, which repeals the former one-year redemption period, has not been tested; and there can be 
no assurance that, if tested, such legislation will be upheld.  Any parcel subject to foreclosure sale must 
be sold at the minimum bid price unless a lesser minimum bid price is authorized by the Owners of 75% 
of the aggregate principal amount of the 2016 Bonds Outstanding. 

 No assurances can be given that the real property subject to sale or foreclosure will be sold or, if 
sold, that the proceeds of sale will be sufficient to pay any delinquent Special Tax installment.  The Act 
does not require the School District or the Community Facilities District to purchase or otherwise 
acquire any lot or parcel of property offered for sale or subject to foreclosure if there is no other 
purchaser at such sale.  The Act does specify that the Special Tax will have the same lien priority in the 
case of delinquency as do ad valorem property taxes. 
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 If the Reserve Fund is depleted and delinquencies in the payment of Special Taxes exist, there 
could be a default or delay in payments to the Bondowners pending prosecution of foreclosure 
proceedings and receipt by the Community Facilities District of foreclosure sale proceeds, if any.  
However, within the limits of the First Amended Rate and Method and the Act, the Community 
Facilities District may adjust the Special Taxes levied on all property in the Community Facilities 
District in future Fiscal Years to provide an amount, taking into account such delinquencies, required to 
pay debt service on the 2016 Bonds and to replenish the Reserve Fund.  There is, however, no assurance 
that the maximum Special Tax rates will be at all times sufficient to pay the amounts required to be paid 
on the 2016 Bonds by Fiscal Agent Agreement.  The levy of Special Taxes is subject to the maximum 
annual amount of Special Taxes authorized by the qualified voters of the Community Facilities District 
and the limitations imposed by Section 53321(d) of the Act and the First Amended Rate and Method 
pursuant to which the Special Tax levied against any Assessor’s Parcels of Residential Property for 
which an occupancy permit for private residential use has been issued may not be increased by more 
than 10% as a consequence of delinquency or default by the owner of any other parcel or parcels within 
the Community Facilities District.  See “SECURITY FOR THE 2016 BONDS – Special Tax Levy.” 
 
Bankruptcy and Foreclosure Delay 

  The payment of Special Taxes and the ability of the Community Facilities District to foreclose 
the lien of a delinquent Special Taxes as discussed in the section herein entitled “SECURITY FOR THE 
2016 BONDS” may be limited by bankruptcy, insolvency, or other laws generally affecting creditors’ 
rights or by the laws of the State relating to judicial foreclosure.  In addition, the prosecution of a 
judicial foreclosure may be delayed due to congested local court calendars or procedural delays. 

 The various legal opinions to be delivered concurrently with the delivery of the 2016 Bonds 
(including Bond Counsel’s approving legal opinion) will be qualified, as to the enforceability of the 
various legal instruments, by moratorium, bankruptcy, reorganization, insolvency or other similar laws 
affecting the rights of creditors generally. 

 Although bankruptcy proceedings would not cause the obligation to pay the Special Tax to 
become extinguished, bankruptcy of a property owner or of a partner or other equity owner of a property 
owner, could result in a stay of enforcement of the lien for the Special Taxes, a delay in prosecuting 
superior court foreclosure proceedings or adversely affect the ability or willingness of a property owner 
to pay the Special Taxes and could result in the possibility of delinquent Special Taxes not being paid in 
full.  In addition, the amount of any lien on property securing the payment of delinquent Special Taxes 
could be reduced if the value of the property were determined by the bankruptcy court to have become 
less than the amount of the lien, and the amount of the delinquent Special Taxes in excess of the reduced 
lien could then be treated as an unsecured claim by the court.  Any such stay of the enforcement of the 
lien for the Special Tax, or any such delay or non-payment, would increase the likelihood of a delay or 
default in payment of the principal of and interest on the 2016 Bonds and the possibility of delinquent 
Special Taxes not being paid in full.  Moreover, amounts received upon foreclosure sales may not be 
sufficient to fully discharge delinquent installments.  To the extent that a significant percentage of the 
property in the Community Facilities District is owned any property owner, and Special Taxes have 
been levied on such property, and such owner is the subject of bankruptcy proceedings, the payment of 
the Special Tax and the ability of the Community Facilities District to foreclose the lien of a delinquent 
unpaid Special Tax could be extremely curtailed by bankruptcy, insolvency or other laws generally 
affecting creditors’ rights or by the laws of the State relating to judicial foreclosure. 
 
 On July 30, 1992, the United States Court of Appeals for the Ninth Circuit issued its opinion in a 
bankruptcy case entitled In re Glasply Marine Industries.  In that case, the court held that ad valorem 
property taxes levied by Snohomish County in the State of Washington after the date that the property 
owner filed a petition for bankruptcy were not entitled to priority over a secured creditor with a prior 
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lien on the property.  The court upheld the priority of unpaid taxes imposed after the filing of the 
bankruptcy petition as “administrative expenses” of the bankruptcy estate, payable after all secured 
creditors.  As a result, the secured creditor was able to foreclose on the property and retain all of the 
proceeds of the sale except the amount of the pre-petition taxes. 
 
 According to the court’s ruling, as administrative expenses, post-petition taxes would have to be 
paid, assuming that the debtor has sufficient assets to do so.  In certain circumstances, payment of such 
administrative expenses may be allowed to be deferred.  Once the property is transferred out of the 
bankruptcy estate (through foreclosure or otherwise) it would at that time become subject to current ad 
valorem taxes. 

 The Act provides that the Special Taxes are secured by a continuing lien, which is subject to the 
same lien priority in the case of delinquency as ad valorem taxes.  No case law exists with respect to 
how a bankruptcy court would treat the lien for the Special Taxes levied after the filing of a petition in 
bankruptcy.  Glasply is controlling precedent for bankruptcy courts in the State.  If the Glasply 
precedent was applied to the levy of the Special Tax, the amount of Special Tax received from parcels 
whose owners declare bankruptcy could be reduced. 
 
 It should also be noted that on October 22, 1994, Congress enacted 11 U.S. C. Section 
362(b)(18), which added a new exception to the automatic stay for ad valorem property taxes imposed 
by a political subdivision after the filing of a bankruptcy petition.  Pursuant to this new provision of law, 
in the event of a bankruptcy petition filed on or after October 22, 1994, the lien for ad valorem taxes in 
subsequent fiscal years will attach even if the property is part of the bankruptcy estate.  Bondowners 
should be aware that the potential effect of 11 U.S. C. Section 362(b)(18) on the Special Taxes depends 
upon whether a court were to determine that the Special Taxes should be treated like ad valorem taxes 
for this purpose.  
 
Payments by FDIC, Fannie Mae, Freddie Mac and Other Federal Agencies 

 The ability of the Community Facilities District to collect interest and penalties specified by State 
law and to foreclose the lien of delinquent Special Taxes may be limited in certain respects with regard 
to properties in which the FDIC, Fannie Mae, Freddie Mac, the Federal National Mortgage Association, 
the Drug Enforcement Agency, the Internal Revenue Service or other similar federal governmental 
agencies has or obtains an interest.  

 FDIC. Specifically, with respect to the FDIC, on June 4, 1991, the FDIC issued a Statement of 
Policy Regarding the Payment of State and Local Property Taxes (the “1991 Policy Statement”).  The 
1991 Policy Statement was revised and superseded by new Policy Statement effective January 9, 1997 
(the “Policy Statement”).  The Policy Statement provides that real property owned by the FDIC is 
subject to state and local real property taxes only if those taxes are assessed according to the property’s 
value, and that the FDIC is immune from real property taxes assessed on any basis other than property 
value.  According to the Policy Statement, the FDIC will pay its property tax obligations when they 
become due and payable and will pay claims for delinquent property taxes as promptly as is consistent 
with sound business practice and the orderly administration of the institution’s affairs, unless 
abandonment of the FDIC’s interest in the property is appropriate.  The FDIC will pay claims for 
interest on delinquent property taxes owed at the rate provided under state law, to the extent the interest 
payment obligation is secured by a valid lien.  The FDIC will not pay any amounts in the nature of fines 
or penalties and will not pay nor recognize liens for such amounts.  If any property taxes (including 
interest) on FDIC owned property are secured by a valid lien (in effect before the property became 
owned by the FDIC), the FDIC will pay those claims.  The Policy Statement further provides that no 
property of the FDIC is subject to levy, attachment, garnishment, foreclosure or sale without the FDIC’s 
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consent.  In addition, the FDIC will not permit a lien or security interest held by the FDIC to be 
eliminated by foreclosure without the FDIC’s consent. 

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

 
 The Community Facilities District is unable to predict what effect the application of the Policy 
Statement would have in the event of a delinquency in the payment of Special Taxes on a parcel within 
the Community Facilities District in which the FDIC has or obtains an interest, although prohibiting the 
lien of the FDIC to be foreclosed at a judicial foreclosure sale could reduce or eliminate the number of 
persons willing to purchase a parcel at a foreclosure sale.  Owners of the 2016 Bonds should assume 
that the Community Facilities District will be unable to collect Special Taxes or to foreclose on any 
parcel within the Community Facilities District owned by the FDIC.  Such an outcome could cause a 
draw on the Reserve Fund and perhaps, ultimately, a default in payment on the 2016 Bonds.  Based 
upon the secured tax roll as of January 1, 2015, the FDIC did not own any of the property in the 
Community Facilities District.  The Community Facilities District expresses no view concerning the 
likelihood that the risks described above will materialize while the 2016 Bonds are outstanding. 

 
Mortgage Interests.  Similarly, in the event a parcel of taxable property is owned by a federal 

government entity or federal government sponsored entity, such as Fannie Mae or Freddie Mac, or a 
private deed of trust secured by a parcel of taxable property is owned by a federal government entity or 
federal government sponsored entity, such as Fannie Mae or Freddie Mac, the ability to foreclose on the 
parcel or to collect delinquent Special Taxes may be limited.  Federal courts have held that, based on the 
supremacy clause of the United States Constitution (“This Constitution, and the Laws of the United 
States which shall be made in Pursuance thereof; and all Treaties made, or which shall be made, under 
the Authority of the United States, shall be the supreme Law of the Land; and the Judges in every State 
shall be bound thereby, any Thing in the Constitution or Laws of any State to the contrary 
notwithstanding”), in the absence of Congressional intent to the contrary, a state or local agency cannot 
foreclose to collect delinquent taxes or assessments if foreclosure would impair the federal government 
interest.  This means that, unless Congress has otherwise provided, if a federal government entity owns 
a parcel of taxable property but does not pay taxes and assessments levied on the parcel (including 
Special Taxes), the applicable state and local governments cannot foreclose on the parcel to collect the 
delinquent taxes and assessments.  Moreover, unless Congress has otherwise provided, if the federal 
government has a mortgage interest in the parcel and the Community Facilities District wishes to 
foreclose on the parcel as a result of delinquent Special Taxes, the property cannot be sold at a 
foreclosure sale unless it can be sold for an amount sufficient to pay delinquent taxes and assessments 
on a parity with the Special Taxes and preserve the federal government’s mortgage interest.  For a 
discussion of risks associated with taxable parcels within the Community Facilities District becoming 
owned by the federal government, federal government entities or federal government sponsored entities, 
see “  Exempt Properties” above. 

 
Factors Affecting Parcel Values and Aggregate Value 

 Geologic, Topographic and Climatic Conditions.  The value of the Taxable Property in the 
Community Facilities District in the future can be adversely affected by a variety of additional factors, 
particularly those which may affect infrastructure and other public improvements and private 
improvements on the parcels of Taxable Property and the continued habitability and enjoyment of such 
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private improvements.  Such additional factors include, without limitation, geologic conditions such as 
earthquakes and volcanic eruptions, topographic conditions such as earth movements, landslides, 
liquefaction, floods or fires, and climatic conditions such as tornadoes, droughts, and the possible 
reduction in water allocation or availability.  It can be expected that one or more of such conditions may 
occur and may result in damage to improvements of varying seriousness, that the damage may entail 
significant repair or replacement costs and that repair or replacement may never occur either because of 
the cost or because repair or replacement will not facilitate habitability or other use, or because other 
considerations preclude such repair or replacement.  Under any of these circumstances, the value of the 
Taxable Property may well depreciate or disappear. 

 Seismic Conditions.  The Community Facilities District is located in a seismically active region 
in Southern California.  In the event of a severe earthquake, there may be significant damage to both 
property and infrastructure in the Community Facilities District.  As a result, the property owners may 
be unable or unwilling to pay the Special Taxes when due, and the Reserve Fund may eventually 
become depleted.  In addition, the value of land in the Community Facilities District could be 
diminished in the aftermath of such natural events, reducing the resulting proceeds of foreclosure sales 
in the event of delinquencies in the payment of the Special Taxes.  Development within the Community 
Facilities District has been built in accordance with applicable building codes, including requirements 
relating to seismic safety.  No assurances can be given that any earthquake insurance will be obtained as 
to any of the improvements within the Community Facilities District. 

 Drought Conditions.  The State of California in recent years has been facing water shortfalls.  
Most recently, on May 9, 2016, in response to a five-year drought, Governor Edmund G. Brown, Jr. 
issued an executive order which established a new water use efficiency framework for California.  The 
order bolstered the State’s drought resilience and preparedness by establishing longer-term water 
conservation measures that include permanent monthly water use reporting, new urban water use 
targets, reducing system leaks and eliminating clearly wasteful practices, strengthening urban drought 
contingency plans and improving agricultural water management and drought plans.  On May 18, 2016, 
the State Water Resources Control Board adopted a statewide water conservation approach that requires 
local water agencies to ensure a three-year supply assuming three more dry years like the ones the State 
experienced from 2012 to 2015.  Water agencies that face shortages under three additional dry years are 
required to meet a conservation standard equal to the amount of the shortage.  

 The historic drought has lasted for years and will not be resolved by a single year’s rainfall.  The 
implementation of mandatory water reductions is ongoing.  The Community Facilities District cannot 
predict how long the drought conditions will last, what effect drought conditions may have on property 
values, to what extent water reduction requirements may affect the homeowners or to what extent the 
drought could cause disruptions to economic activity within the boundaries of the Community Facilities 
District. 

 Hazardous Substances.  One of the most serious risks in terms of the potential reduction in the 
value of Taxable Property is a claim with regard to a hazardous substance.  In general, the owners and 
operators of Taxable Property may be required by law to remedy conditions of the parcel relating to 
releases or threatened releases of hazardous substances.  The federal Comprehensive Environmental 
Response, Compensation and Liability Act of 1980, sometimes referred to as “CERCLA” or the 
“Superfund Act,” is the most well-known and widely applicable of these laws, but State laws with regard 
to hazardous substances are also stringent and similar.  Under many of these laws, the owner or operator 
is obligated to remedy a hazardous substance condition of property whether or not the owner or operator 
has anything to do with creating or handling the hazardous substance.  The effect, therefore, should any of 
the Taxable Property be affected by a hazardous substance, is to reduce the marketability and value of the 
parcel by the costs of remedying the condition, because the purchaser, upon becoming owner, will 
become obligated to remedy the condition just as is the seller. 
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 Further, it is possible that liabilities may arise in the future with respect to any of the Taxable 
Property resulting from the existence, currently, on the parcel of a substance presently classified as 
hazardous but that has not been released or the release of which is not presently threatened, or may arise 
in the future resulting from the existence, currently on the parcel of a substance not presently classified as 
hazardous but that may in the future be so classified.  Such liabilities may arise not simply from the 
existence of a hazardous substance but from the method of handling it.  All of these possibilities could 
significantly affect the value of Taxable Property that is realizable upon a delinquency and subsequent 
institution of foreclosure proceedings.  See “SECURITY FOR THE 2016 BONDS” for more information. 
 
 The value of the property within the Community Facilities District, as set forth in the Appraisal 
Report, does not take into account the possible reduction in marketability and value of any of the 
completed homes by reason of the possible liability of the owner (or operator) for the remedy of a 
hazardous substance condition of the parcel.  The Community Facilities District has not independently 
verified and is not aware that the owner (or operator) has such a current liability with respect to any of the 
completed homes.  However, it is possible that such liabilities do currently exist and that the Community 
Facilities District is not aware of them. 

 Prima Deshecha Landfill.  The northern property boundary of the Prima Deshecha Landfill is 
located approximately 600 feet southeast of the Community Facilities District.  Active disposal areas are 
located between the existing terminus of Camino Las Ramblas and existing La Pata Avenue, with future 
disposal areas east of La Pata.  The landfill opened in 1976 and is owned and operated by the County of 
Orange Integrated Waste Management Department.  It is a Class III landfill, which accepts only non-
hazardous municipal solid waste.  It is approximately 1,530 acres with 699 acres permitted for refuse 
disposal.  Prima Deshecha Landfill is currently permitted by the California Integrated Waste 
Management Board to receive a maximum of 4,000 tons of waste per day.  The Prima Deshecha 
Landfill is projected to close and cease all landfilling operations by 2067. 

 Very High Fire Hazard Severity Zone.  The Community Facilities District lies within a Very 
High Fire Hazard Severity Zone pursuant to applicable State maps.  The property in the Community 
Facilities District is susceptible to fires, and the physical conditions of the area, including such factors as 
fuel, slope, and weather, could cause fires that are more severe, more difficult to put out and, as a result, 
could cause more damage than fires in other areas without such conditions.  Owners of lots in the 
Community Facilities District may have additional maintenance responsibilities to prevent or retard 
fires, including restrictions on constructing improvements on their lots, as stated in California 
Government Code Section 51182.  These maps are updated periodically, and no representation can be 
made with respect to any future Very High Fire Hazard Severity Zone determinations. 
 
No Acceleration Provisions 

 The 2016 Bonds do not contain a provision allowing for the acceleration of the 2016 Bonds in the 
event of a payment default or other default under the terms of the 2016 Bonds or the Fiscal Agent 
Agreement.  Pursuant to the Fiscal Agent Agreement, a Bondowner is given the right for the equal 
benefit and protection of all Bondowners similarly situated to pursue certain remedies (see 
APPENDIX D – “Summary of Certain Provisions of the Fiscal Agent Agreement” herein).  So long as 
the 2016 Bonds are in book-entry form, DTC will be the sole Bondowner.  See APPENDIX G – “Book-
Entry System. 
 
Community Facilities District Formation 

 California voters, on June 6, 1978, approved an amendment (“Article XIIIA”) to the California 
Constitution.  Section 4 of Article XIIIA, requires a vote of two-thirds of the qualified electorate to 
impose “special taxes,” or any additional ad valorem, sales or transaction taxes on real property.  At an 
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election held within the Community Facilities District pursuant to the Act, more than two-thirds of the 
qualified electors within the Community Facilities District, consisting of the landowners within the 
boundaries of the Community Facilities District, authorized the Community Facilities District to incur 
bonded indebtedness to finance authorized School District facilities and City facilities and approved the 
First Amended Rate and Method.  The Supreme Court of the State has not yet decided whether 
landowner elections (as opposed to resident elections) satisfy requirements of Section 4 of Article 
XIIIA, nor has the Supreme Court decided whether the special taxes of a community facilities district 
constitute a “special tax” for purposes of Article XIIIA. 

 Section 53341 of the Act requires that any action or proceeding to attack, review, set aside, void 
or annul the levy of a special tax or an increase in a special tax pursuant to the Act shall be commenced 
within 30 days after the special tax is approved by the voters.  No such action has been filed with 
respect to Special Tax. 
 
Billing of Special Taxes 

 A special tax formula can result in a substantially heavier property tax burden being imposed 
upon properties within a community facilities district than elsewhere in a city or county, and this in turn 
can lead to problems in the collection of the special tax.  In some community facilities districts the 
taxpayers have refused to pay the special tax and have commenced litigation challenging the special tax, 
the community facilities district and the bonds issued by the community facilities district. 

 Under provisions of the Act, the Special Taxes are billed to the properties within the Community 
Facilities District which were entered on the Assessment Roll of the County Assessor by January 1 of 
the previous fiscal year on the regular property tax bills sent to owners of such properties.  Such Special 
Tax installments are due and payable, and bear the same penalties and interest for non-payment, as do 
regular property tax installments.  These Special Tax installment payments cannot be made separately 
from property tax payments.  Therefore, the unwillingness or inability of a property owner to pay 
regular property tax bills as evidenced by property tax delinquencies may also indicate an unwillingness 
or inability to make regular property tax payments and installment payments of Special Taxes in the 
future.  See “SECURITY FOR THE 2016 BONDS – Proceeds of Foreclosure Sales” for a discussion of 
the provisions which apply and procedures which the Community Facilities District is obligated to 
follow in the event of delinquency in the payment of installments of Special Taxes. 
 
Inability to Collect Special Taxes 

 In order to pay debt service on the 2016 Bonds, it is necessary that the Special Tax levied against 
land within the Community Facilities District be paid in a timely manner.  The Community Facilities 
District will covenant in the Fiscal Agent Agreement under certain conditions to institute foreclosure 
proceedings against property with delinquent Special Tax in order to obtain funds to pay debt service on 
the 2016 Bonds.  If foreclosure proceedings were instituted, any mortgage or deed of trust holder could, 
but would not be required to, advance the amount of the delinquent Special Tax to protect its security 
interest.  In the event such superior court foreclosure is necessary, there could be a delay in principal 
and interest payments to the owners of the 2016 Bonds pending prosecution of the foreclosure 
proceedings and receipt of the proceeds of the foreclosure sale, if any.  No assurances can be given that 
the real property subject to foreclosure and sale at a judicial foreclosure sale will be sold or, if sold, that 
the proceeds of such sale will be sufficient to pay any delinquent Special Tax installment.  Although the 
Act authorizes the Board to cause such an action to be commenced and diligently pursued to 
completion, the Act does not specify the obligations of the Board with regard to purchasing or otherwise 
acquiring any lot or parcel of property sold at the foreclosure sale if there is no other purchaser at such 
sale.  See “SECURITY FOR THE 2016 BONDS – Proceeds of Foreclosure Sales.” 
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 As indicated above, by policy, the County does include special taxes of the community facilities 
districts formed by the School District in its Teeter program.  See “SECURITY FOR THE 2016 
BONDS – Special Taxes Are Within Teeter Plan.”  So long as the Special Taxes are included within the 
Teeter Plan, the County will distribute Special Taxes to the Community Facilities District on the basis 
of the Special Tax levy, rather than on the basis of actual Special Tax collections. 
 
Right to Vote on Taxes Act 

 An initiative measure, Proposition 218, commonly referred to as the “Right to Vote on Taxes 
Act” (the “Initiative”) was approved by the voters of the State at the November 5, 1996 general election.  
The Initiative added Article XIIIC (“Article XIIIC”) and Article XIIID to the California Constitution.  
According to the “Title and Summary” of the Initiative prepared by the California Attorney General, the 
Initiative limits “the authority of local governments to impose taxes and property-related assessments, 
fees and charges.”  The provisions of the Initiative as they may relate to community facilities districts 
are subject to interpretation by the courts. 

 Among other things, Section 3 of Article XIIIC states that “. . . the initiative power shall not be 
prohibited or otherwise limited in matters of reducing or repealing any local tax, assessment, fee or 
charge.” The Act provides for a procedure, which includes notice hearing, protest and voting 
requirements to alter the rate and method of apportionment of an existing special tax.  However, the Act 
prohibits a legislative body from adopting any resolution to reduce the rate of any special tax or 
terminate the levy of any special tax pledged to repay any debt incurred pursuant to the Act unless such 
legislative body determines that the reduction or termination of the special tax would not interfere with 
the timely retirement of that debt.  On July 1, 1997, a bill was signed into law by the Governor of the 
State enacting Government Code Section 5854, which states that: 

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

 Accordingly, although the matter is not free from doubt, it is likely that the Initiative has not 
conferred on the voters the power to repeal or reduce the Special Taxes if such reduction would interfere 
with the timely retirement of the 2016 Bonds. 

 It may be possible, however, for voters of the Community Facilities District to reduce the Special 
Taxes in a manner which does not interfere with the timely repayment of the 2016 Bonds but which 
does reduce the maximum amount of Special Taxes that may be levied in any year below the existing 
levels.  Therefore, no assurance can be given with respect to the levy of Special Taxes for 
Administrative Expenses.  Furthermore, no assurance can be given with respect to the future levy of the 
Special Taxes in amounts greater than the amount necessary for the timely retirement of the 2016 
Bonds. 

 The Act also establishes time limits for initiating any challenge to the validity of special taxes 
levied pursuant to the Act and any challenge to the validity of bonds issued pursuant to the Act.  Section 
53341 of the Act provides that:  

“Any action or proceeding to attack, review, set aside, void, or annul the levy of a special tax or 
an increase in a special tax pursuant to this chapter shall be commenced within 30 days after the 
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special tax is approved by the voters. Any appeal from a final judgment in that action or 
proceeding shall be perfected within 30 days after the entry of judgment.” 

Section 53359 of the Act provides that: 

“An action to determine the validity of bonds issued pursuant to this chapter or the validity of any 
special taxes levied pursuant to this chapter may be brought pursuant to Chapter 9 (commencing 
with Section 860) of Title 10 of Part 2 of the Code of Civil Procedure but shall, notwithstanding 
the time limits specified in Section 860 of the Code of Civil Procedure, be commenced within 30 
days after the voters approve the issuance of the bonds or the special tax if the action is brought 
by an interested person pursuant to Section 863 of the Code of Civil Procedure. Any appeal from 
a judgment in that action or proceeding shall be commenced within 30 days after entry of 
judgment.” 

 Based on the forgoing, with respect to any challenge to the validity of the Special Tax or the 
2016 Bonds or Parity Bonds, if any, the Community Facilities District believe that under current State 
law the time for initiating any such legal challenge has expired. 

 Like its antecedents, the Initiative is likely to undergo both judicial and legislative scrutiny 
before its impact on the Community Facilities District and its obligations can be determined.  Certain 
provisions of the Initiative may be examined by the courts for their constitutionality under both State 
and federal constitutional law.  The Community Facilities District is not able to predict the outcome of 
any such examination. 

 For example, on August 1, 2014, in City of San Diego v. Shapiro, an Appellate Court ruled that 
an election held by the City of San Diego to authorize the levying of special taxes on hotels City-wide 
pursuant to a City ordinance which created a convention center facilities district and which specifically 
defined the electorate to consist solely of (1) the owners of real property in the City on which a hotel is 
located, and (2) the lessees of real property owned by a governmental entity on which a hotel is located, 
was invalid under the California Constitution because such landowners and lessees are neither “qualified 
electors” of the City for purposes of Articles XIIIA, Section 4 of the California Constitution nor do they 
comprise a proper “electorate” under Article XIIIC, Section 2(d).  The Court specifically noted that the 
decision did not require the Court to consider the distinct question of whether landowner voting to impose 
special taxes pursuant to Section 53326(b) of the Act is constitutional under Article XIIIA, Section 4 and 
Article XIIIC, Section 2(d) in districts that lack sufficient registered voters to conduct an election among 
registered voters, and thus does not affect the validity of the levy of the Special Taxes by the Community 
Facilities District.  In addition, the provisions of the Act described above that establish time limits for 
initiating any challenge to the validity of the Special Taxes levied pursuant to the Act or the issuance of 
Bonds pursuant to the Act described above would provide obstacles to any party which sought to present 
a legal challenge to the validity of the Special Taxes or the 2016 Bonds and Parity Bonds based on the 
City of San Diego v. Shapiro case.  The Community Facilities District is not able to predict the outcome 
of any such examination of the Initiative in relation to community facilities districts formed under the 
Act.  

 The Community Facilities District covenants in the Fiscal Agent Agreement that no modification 
of the maximum authorized Special Taxes in the Community Facilities District will be approved by the 
Community Facilities District prior to the issuance of all Parity Bonds and payment in full of the 
Incremental Payment Obligation and thereafter only if it is confirmed in writing, by an independent 
financial consultant, that, immediately subsequent to such modifications, the amount of the maximum 
Special Taxes on Developed Property pursuant to the Act and the applicable resolutions and ordinances 
of the Community Facilities District is at least 1.10 times Maximum Annual Debt Service plus 
Administrative Expenses on all Outstanding 2016 Bonds and Parity Bonds.  



 

63 
 

 The Community Facilities District further covenants that in the event an ordinance is adopted 
pursuant to Section 3 of Article XIIIC of the California Constitution, which purports to reduce or 
otherwise alter the maximum authorized Special Taxes, it will, to the extent of available Community 
Facilities District funds therefore, commence and pursue legal action seeking to preserver its ability to 
comply with its covenant contained in the preceding paragraph. 

 The foregoing discussion of the Initiative and related matters should not be considered an 
exhaustive or authoritative treatment of the issues.  The Community Facilities District does not expect to 
be in a position to control the consideration or disposition of these issues and cannot predict the timing 
or outcome of any judicial or legislative activity in this regard.  Interim rulings, final decisions, 
legislative proposals and legislative enactments may all affect the impact of the Initiative on the 2016 
Bonds as well as the market for the 2016 Bonds.  Legislative and court calendar delays and other factors 
may prolong any uncertainty regarding the effects of the Initiative. 
 
Ballot Initiatives and Legislative Measures 

  The Initiative was adopted pursuant to a measure qualified for the ballot pursuant to California’s 
constitutional initiative process and the State Legislature has in the past enacted legislation which has 
altered the spending limitations or established minimum funding provisions for particular activities.  
From time to time, other initiative measures could be adopted by California voters or legislation enacted 
by the State Legislature.  The adoption of any such initiative or enactment of legislation might place 
limitations on the ability of the State, the County, the School District or local districts to increase 
revenues or to increase appropriations or on the ability of a property owner to complete the development 
of the property. 
 
Limited Secondary Market 

 There can be no guarantee that there will be a secondary market for the 2016 Bonds or, if a 
secondary market exists, that such 2016 Bonds can be sold for any particular price.  Although the 
Community Facilities District has committed to provide certain statutorily-required financial and 
operating information, there can be no assurance that such information will be available to Bondowners 
on a timely basis.  The failure to provide the required annual financial information does not give rise to 
monetary damages but merely an action for specific performance.  Occasionally, because of general 
market conditions, lack of current information, the absence of credit rating for the 2016 Bonds or 
because of adverse history or economic prospects connected with a particular issue, secondary 
marketing practices in connection with a particular issue are suspended or terminated.  Additionally, 
prices of issues for which a market is being made will depend upon then prevailing circumstances.  Such 
prices could be substantially different from the original purchase price. 
 
Loss of Tax Exemption 

 As discussed under the caption “LEGAL MATTERS – Tax Exemption,” the interest on the 2016 
Bonds could become includable in gross income for federal income tax purposes retroactive to the date 
of issuance of the 2016 Bonds as a result of future acts or omissions of the Community Facilities 
District and the School District in violation of certain provisions of the Code and the covenants of the 
Fiscal Agent Agreement.  In order to maintain the exclusion from gross income for federal income tax 
purposes of the interest on the 2016 Bonds, the Community Facilities District has covenanted in the 
Fiscal Agent Agreement not to take any action, or fail to take any action, if such action or failure to take 
such action would adversely affect the exclusion from gross income of interest on the 2016 Bonds under 
Section 103 of the Internal Revenue Code of 1986, as amended.  Interest on the 2016 Bonds could 
become includable in gross income for purposes of federal income taxation retroactive to the date the 
2016 Bonds were issued as a result of acts or omissions of the Community Facilities District in violation 
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of the Code.  Should such an event of taxability occur, the 2016 Bonds are not subject to early 
redemption and will remain outstanding to maturity or until redeemed under the optional redemption or 
mandatory sinking fund redemption provisions of the Fiscal Agent Agreement.  See “THE 2016 
BONDS – Redemption.” 
 
IRS Audit of Tax-Exempt Bond Issues 

 The Internal Revenue Service (the “IRS”) has initiated an expanded program for the auditing or 
examination of tax-exempt bond issues, including both random and targeted audits.  It is possible that 
the 2016 Bonds will be selected for audit or examination by the IRS.  It is also possible that the market 
value of such 2016 Bonds might be affected as a result of such an audit of such 2016 Bonds (or by an 
audit of similar bonds or securities). 
 
Impact of Legislative Proposals, Clarifications of the Code and Court Decisions on Tax 
Exemption 

 Future legislative proposals, if enacted into law, clarification of the Code or court decisions may 
cause interest on the 2016 Bonds to be subject, directly or indirectly, to federal income taxation or to be 
subject to or exempted from state income taxation, or otherwise prevent Owners of the 2016 Bonds 
from realizing the full current benefit of the tax status of such interest. 
 
 The introduction or enactment of any such future legislative proposals, clarification of the Code 
or court decisions may also affect the market price for, liquidity of or marketability of, the 2016 Bonds.  
In recent years, legislative changes were proposed in Congress, which, if enacted, would result in 
additional federal income tax being imposed on certain owners of tax-exempt state or local obligations, 
such as the 2016 Bonds.  Prospective purchasers of the 2016 Bonds should consult their own tax 
advisors regarding any pending or proposed federal or state tax legislation, regulations or litigation as to 
which Bond Counsel expresses no opinion.  As discussed in this Official Statement, under the caption 
“LEGAL MATTERS,” interest on the 2016 Bonds could become includable in gross income for 
purposes of federal income taxation retroactive to the date the 2016 Bonds were issued as a result of 
future acts or omissions of the Community Facilities District in violation of its covenants in the Fiscal 
Agent Agreement.  Should such an event of taxability occur, the 2016 Bonds are not subject to special 
redemption or acceleration and will remain outstanding until maturity or until redeemed under one of 
the other redemption provisions contained in the Fiscal Agent Agreement. 
 
Backup Withholding 

 Interest paid with respect to tax-exempt obligations such as the 2016 Bonds is subject to 
information reporting to the IRS in a manner similar to interest paid on taxable obligations.  In addition, 
interest with respect to the 2016 Bonds may be subject to backup withholding if such interest is paid to a 
registered owner that (a) fails to provide certain identifying information (such as the registered owner’s 
taxpayer identification number) in the manner required by the IRS, or (b) has been identified by the IRS 
as being subject to backup withholding. 
 
Limitations on Remedies 

 Remedies available to the Bondowners may be limited by a variety of factors and may be 
inadequate to assure the timely payment of principal of and interest on the 2016 Bonds or to preserve 
the tax-exempt status of the 2016 Bonds.  See “Payments by FDIC, Fannie Mae, Freddie Mac and other 
Federal Agencies,” “No Acceleration Provisions” and “Billing of Special Taxes” herein. 
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LEGAL MATTERS 
 
Legal Opinion 

 The legal opinion of Orrick, Herrington & Sutcliffe LLP, Los Angeles, California, Bond Counsel, 
approving the validity of the 2016 Bonds will be made available to purchasers at the time of original 
delivery and is attached hereto as APPENDIX F.  A copy of the legal opinion will be printed on each 
2016 Bond.  James F. Anderson Law Firm, A Professional Corporation, Laguna Hills, California, is 
serving as Disclosure Counsel.  Burke, Williams & Sorensen, LLP, Santa Ana, California, will also pass 
upon certain legal matters for the School District and the Community Facilities District as counsel to 
these entities. 
 
Tax Exemption 

 
In the opinion of Orrick, Herrington & Sutcliffe LLP, bond counsel to the Community Facilities 

District (“Bond Counsel”), based upon an analysis of existing laws, regulations, rulings and court 
decisions, and assuming, among other matters, the accuracy of certain representations and compliance 
with certain covenants, interest on the 2016 Bonds is excluded from gross income for federal income tax 
purposes under Section 103 of the Internal Revenue Code of 1986 (the “Code”) and is exempt from State 
of California personal income taxes.  Bond Counsel is of the further opinion that interest on the 2016 
Bonds is not a specific preference item for purposes of the federal individual or corporate alternative 
minimum taxes, although Bond Counsel observes that such interest is included in adjusted current 
earnings when calculating corporate alternative minimum taxable income.  A complete copy of the 
proposed form of opinion of Bond Counsel is set forth in APPENDIX F hereto. 

To the extent the issue price of any maturity of the 2016 Bonds is less than the amount to be paid 
at maturity of such 2016 Bonds (excluding amounts stated to be interest and payable at least annually 
over the term of such 2016 Bonds), the difference constitutes “original issue discount,” the accrual of 
which, to the extent properly allocable to each Beneficial Owner thereof, is treated as interest on the 2016 
Bonds which is excluded from gross income for federal income tax purposes and State of California 
personal income taxes.  For this purpose, the issue price of a particular maturity of the 2016 Bonds is the 
first price at which a substantial amount of such maturity of the 2016 Bonds is sold to the public 
(excluding bond houses, brokers, or similar persons or organizations acting in the capacity of 
underwriters, placement agents or wholesalers).  The original issue discount with respect to any maturity 
of the 2016 Bonds accrues daily over the term to maturity of such 2016 Bonds on the basis of a constant 
interest rate compounded semiannually (with straight-line interpolations between compounding dates).  
The accruing original issue discount is added to the adjusted basis of such 2016 Bonds to determine 
taxable gain or loss upon disposition (including sale, redemption, or payment on maturity) of such 2016 
Bonds.  Beneficial Owners of the 2016 Bonds should consult their own tax advisors with respect to the 
tax consequences of ownership of 2016 Bonds with original issue discount, including the treatment of 
Beneficial Owners who do not purchase such 2016 Bonds in the original offering to the public at the first 
price at which a substantial amount of such 2016 Bonds is sold to the public. 

The 2016 Bonds purchased, whether at original issuance or otherwise, for an amount higher than 
their principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium 
Bonds”) will be treated as having amortizable bond premium.  No deduction is allowable for the 
amortizable bond premium in the case of obligations, like the Premium Bonds, the interest on which is 
excluded from gross income for federal income tax purposes.  However, the amount of tax-exempt 
interest received, and a Beneficial Owner’s basis in a Premium Bond, will be reduced by the amount of 
amortizable bond premium properly allocable to such Beneficial Owner.  Beneficial Owners of Premium 
Bonds should consult their own tax advisors with respect to the proper treatment of amortizable bond 
premium in their particular circumstances. 
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The Code imposes various restrictions, conditions and requirements relating to the exclusion from 
gross income for federal income tax purposes of interest on obligations such as the 2016 Bonds.  The 
Community Facilities District has made certain representations and covenanted to comply with certain 
restrictions, conditions and requirements designed to ensure that interest on the 2016 Bonds will not be 
included in federal gross income.  Inaccuracy of these representations or failure to comply with these 
covenants may result in interest on the 2016 Bonds being included in gross income for federal income tax 
purposes, possibly from the date of original issuance of the 2016 Bonds.  The opinion of Bond Counsel 
assumes the accuracy of these representations and compliance with these covenants.  Bond Counsel has 
not undertaken to determine (or to inform any person) whether any actions taken (or not taken), or events 
occurring (or not occurring), or any other matters coming to Bond Counsel’s attention after the date of 
issuance of the 2016 Bonds may adversely affect the value of, or the tax status of interest on, the 2016 
Bonds.  Accordingly, the opinion of Bond Counsel is not intended to, and may not, be relied upon in 
connection with any such actions, events or matters. 

Although Bond Counsel is of the opinion that interest on the 2016 Bonds is excluded from gross 
income for federal income tax purposes and is exempt from State of California personal income taxes, the 
ownership or disposition of, or the accrual or receipt of amounts treated as interest on, the 2016 Bonds 
may otherwise affect a Beneficial Owner’s federal, state or local tax liability.  The nature and extent of 
these other tax consequences depends upon the particular tax status of the Beneficial Owner or the 
Beneficial Owner’s other items of income or deduction.  Bond Counsel expresses no opinion regarding 
any such other tax consequences. 

Current and future legislative proposals, if enacted into law, clarification of the Code or court 
decisions may cause interest on the 2016 Bonds to be subject, directly or indirectly, in whole or in part, to 
federal income taxation or to be subject to or exempted from state income taxation, or otherwise prevent 
Beneficial Owners from realizing the full current benefit of the tax status of such interest.  For example, 
the Obama Administration’s budget proposals in recent years have proposed legislation that would limit 
the exclusion from gross income of interest on the 2016 Bonds to some extent for high income 
individuals.  The introduction or enactment of any such legislative proposals or clarification of the Code 
or court decisions may also affect, perhaps significantly, the market price for, or marketability of, the 
2016 Bonds.  Prospective purchasers of the 2016 Bonds should consult their own tax advisors regarding 
the potential impact of any pending or proposed federal or state tax legislation, regulations or litigation, as 
to which 2016 Bond Counsel is expected to express no opinion. 

The opinion of Bond Counsel is based on current legal authority, covers certain matters not 
directly addressed by such authorities, and represents Bond Counsel’s judgment as to the proper treatment 
of the 2016 Bonds for federal income tax purposes.  It is not binding on the IRS or the courts.  
Furthermore, Bond Counsel cannot give and has not given any opinion or assurance about the future 
activities of the Community Facilities District or about the effect of future changes in the Code, the 
applicable regulations, the interpretation thereof or the enforcement thereof by the IRS.  The Community 
Facilities District has covenanted, however, to comply with the requirements of the Code. 

Bond Counsel’s engagement with respect to the 2016 Bonds ends with the issuance of the 2016 
Bonds, and, unless separately engaged, Bond Counsel is not obligated to defend the Community Facilities 
District or the Beneficial Owners regarding the tax-exempt status of the 2016 Bonds in the event of an 
audit examination by the IRS.  Under current procedures, parties other than the Community Facilities 
District and its appointed counsel, including the Beneficial Owners, would have little, if any, right to 
participate in the audit examination process.  Moreover, because achieving judicial review in connection 
with an audit examination of tax-exempt bonds is difficult, obtaining an independent review of IRS 
positions with which the Community Facilities District legitimately disagree, may not be practicable.  
Any action of the IRS, including but not limited to selection of the 2016 Bonds for audit, or the course or 
result of such audit, or an audit of bonds presenting similar tax issues may affect the market price for, or 
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the marketability of, the 2016 Bonds, and may cause the Community Facilities District or the Beneficial 
Owners to incur significant expense. 

Absence of Litigation 

 No litigation is pending or threatened concerning the validity of the 2016 Bonds.  There is no 
action, suit or proceeding known by the Community Facilities District or the School District to be 
pending at the present time restraining or enjoining the delivery of the 2016 Bonds or in any way 
contesting or affecting the validity of the 2016 Bonds or any proceedings of the Community Facilities 
District or the School District taken with respect to the execution thereof.  A no litigation certificate 
executed by the School District, on behalf of the Community Facilities District, will be delivered to the 
Underwriter simultaneously with the delivery of the 2016 Bonds. 
 
No General Obligation of School District or Community Facilities District 

 The 2016 Bonds are not general obligations of the School District or the Community Facilities 
District, but are limited obligations of the Community Facilities District payable solely from proceeds of 
the Special Tax and proceeds of the 2016 Bonds, including amounts in the Reserve Fund, Special Tax 
Fund and Bond Fund and investment income on funds held pursuant to the Fiscal Agent Agreement 
(other than as necessary to be rebated to the United States of America pursuant to Section 148(f) of the 
Code and any applicable regulations promulgated pursuant thereto).  Any tax levied for the payment of 
the 2016 Bonds shall be limited to the Special Taxes to be collected within the Community Facilities 
District. 

 
 NO RATING  

 The 2016 Bonds have not been rated by any securities rating agency and there are no current 
plans to do so in the future. 
 
 

UNDERWRITING 

 The 2016 Bonds are being purchased by Stifel, Nicolaus & Company, Incorporated, at a purchase 
price of $13,270,828.85 (which represents the aggregate principal amount of the 2016 Bonds of 
$12,575,000.00, plus a net original issue premium of $799,572.60 and less an underwriter’s discount of 
$103,743.75). 

 The purchase agreement relating to the 2016 Bonds provides that the Underwriter will purchase 
all of the 2016 Bonds, if any are purchased, the obligation to make such purchase being subject to 
certain terms and conditions set forth in such purchase agreement. 

 The Underwriter may offer and sell the 2016 Bonds to certain dealers and others at prices lower 
than the offering price stated on the inside cover page hereof.  The offering prices may be changed from 
time to time by the Underwriter. 
 



 

68 
 

PROFESSIONAL FEES 

 Fees payable to certain professionals, including the Underwriter, Nossaman LLP, as 
Underwriter’s Counsel, James F. Anderson Law Firm, A Professional Corporation, as Disclosure 
Counsel, Orrick, Herrington & Sutcliffe LLP, as Bond Counsel, and U.S. Bank National Association, as 
the Fiscal Agent, are contingent upon the issuance of the 2016 Bonds.  The fees David Taussig & 
Associates, Inc., as Special Tax Consultant, are in part contingent upon the issuance of the 2016 Bonds.  
From time to time, Disclosure Counsel represents the Underwriter on matters unrelated to the 2016 
Bonds.   

 
MISCELLANEOUS 

 References are made herein to certain documents and reports which are brief summaries thereof 
which do not purport to be complete or definitive and reference is made to such documents and reports 
for full and complete statement of the contents thereof. 

 Any statements in this Official Statement involving matters of opinion, whether or not expressly 
so stated, are intended as such and not as representatives of fact.  This Official Statement is not to be 
construed as a contract or agreement between the Community Facilities District and the purchasers or 
owners of any of the 2016 Bonds. 
 
 The execution and delivery of the Official Statement by the Community Facilities District has 
been duly authorized by the Capistrano Unified School District on behalf of the Community Facilities 
District. 

COMMUNITY FACILITIES DISTRICT NO. 2005-1 

(WHISPERING HILLS) OF THE CAPISTRANO 

UNIFIED SCHOOL DISTRICT 
        
       
  

      By:                                     
Clark Hampton, Deputy Superintendent, 
Business & Support Services, 
Capistrano Unified School District, on behalf of 
Community Facilities District No. 2005-1 
(Whispering Hills) of the Capistrano Unified 
School District 
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APPENDIX A 

GENERAL INFORMATION ABOUT THE CAPISTRANO UNIFIED SCHOOL DISTRICT 

 The following information relating to the School District is included only for the purpose of 
supplying general information regarding the School District.  Neither the faith and credit nor the taxing 
power of the School District has been pledged to payment of the 2016 Bonds, and the 2016 Bonds will not 
be payable from any of the School District’s revenues or assets.  

Introduction 

 Unless otherwise indicated, the following financial, statistical and demographic data has been 
provided by the School District.  Additional information concerning the School District and copies of the 
most recent and subsequent audited financial reports of the School District may be obtained by 
contacting:  Capistrano Unified School District, 33122 Valle Road, San Juan Capistrano, CA 92675 
Attention:  Deputy Superintendent, Business & Support Services.  There may be a charge for copying, 
mailing and handling. 

General Information 
 

The Capistrano Unified School District (the “School District”) is a political subdivision of the 
State of California (the “State”) and is governed by a seven-member Board of Trustees (the “Board”).  
Founded in 1965, the School District encompasses 195 square miles in seven cities and a portion of the 
unincorporated area of Orange County (the “County”).  The jurisdiction of the School District includes all 
or part of the cities of San Clemente, Dana Point, San Juan Capistrano, Laguna Niguel, Aliso Viejo, 
Mission Viejo and Rancho Santa Margarita, and the communities of Las Flores, Coto de Caza, Dove 
Canyon, Ladera Ranch, Sendero/Rancho Mission Viejo and Wagon Wheel. 

 The School District provides kindergarten through 12th grade public education to more than 
49,000 students on 55 campuses.  The School District’s second period report (P-2, the period from July 1 
to April 15) of average daily attendance (“ADA”), computed in accordance with State law for the 2015-
16 academic year, is estimated at 47,226.  The estimated population within the School District’s 
boundaries was approximately 358,800 based on United States census figures for 2014.  The School 
District reported 50,095 students enrolled at the California Basic Educational Data System (“CBEDS”) 
for Fiscal Year 2013-14 and 49,838 students enrolled at the CBEDS during Fiscal Year 2014-15.  The 
School District reports 49,120 students enrolled at the CBEDS during Fiscal Year 2015-16. 

Administration and Enrollment 
 
 The School District is governed by the Board of Trustees (the “Board”).  The seven Board 
members are elected to four-year terms in alternate slates of four and three in elections held every two 
years.  If a vacancy arises during any term, the vacancy is filled by an appointment by a majority vote of 
the remaining Board members and, if there is no majority, by a special election. 

 The administrative staff of the School District includes Kirsten M. Vital, Superintendent, and 
Clark Hampton, Deputy Superintendent, Business & Support Services. 

 The Superintendent of the School District is responsible for administering the affairs of the 
School District in accordance with the policies of the Board.  The School District also employs an 
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Assistant Superintendent of Education Services, an Assistant Superintendent of Human Resource 
Services and an Assistant Superintendent of SELPA, Special Education. 

 Commencing with Fiscal Year 2013-14, the State budget restructures the manner in which the 
State allocates funding for K-12 education.  In Fiscal Year 2013-14, State legislation replaced the 
majority of revenue limit and categorical funding formulas with a new set of funding formulas.  The 
Governor refers to the proposals as the “Local Control Funding Formula.”  The State budget provided 
funding in Fiscal Year 2013-14 to begin implementing the new formulas.  Under the prior funding 
system, school districts received different per-pupil funding rates based on historical factors and varying 
participation in categorical programs.  The new system provides a more uniform base per-pupil rate for 
each of several grade levels.  The base rates are augmented by several funding supplements for (1) 
students needing additional services, defined as English learners, students from lower income families 
and foster youth; (2) school districts with high concentrations of English learners and lower income 
families; and (3) high school students.  The new funding system requires school districts to develop local 
plans describing how the school district intends to educate its students.   

 From Fiscal Year 2011-12 through Fiscal Year 2015-16 the School District’s enrollment has 
been stable.  The demographics of the School District reflect a slight decrease in elementary school 
population, stable trend in middle school population and slight increase in high school population.  
California voters approved Proposition 13 that not only limits the tax rate on property, but gives an 
incentive for owners to occupy longer resulting in slower turnover of homes to new families.  
Information concerning enrollment for these years is set forth below:  

 
Capistrano Unified School District 

Student Enrollment 

 
Fiscal Year 

CBEDS 
Enrollment 

District Average 
Daily Attendance (1) 

District Base 
Revenue Limit 

2011-12 50,538  48,717 $6,492 

2012-13 50,500 48,469 6,704 

2013-14 50,095 48,354 6,810 (2) 

2014-15 49,838 47,936 6,848 (2) 

2015-16 49, 120 47,226 N/A (2) 
 
(1) Estimated second period report (P-2, the period from July 1 to April 15). 
(2) Commencing with Fiscal Year 2013-14, the State restructured allocations for funding K-12 education and begins 

implementing the Local Control Funding Formula.  See “ – Administration and Enrollment” above. 
____________________ 
Source:  California Department of Education and the School District. 
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Labor Relations 

 As of December 2015, the School District employed approximately 2,162 certificated 
professionals and approximately 1,456 classified employees.  The professionals, except management and 
some part-time employees, are represented by the bargaining units as noted below: 
 
 Capistrano Unified School District 
 District Employees 

 
 

Labor Organization 

Approximate 
Number of Employees 

In Organization1 

 
Contract 

Expiration Date 

Capistrano Unified Educators Association 1,655                           6/30/17 

California School Employees Association 1,570                           6/30/18 

Teamsters 102                           6/30/18 
 

1Excludes management and part-time employees who are not represented by any of the labor organizations. 

___________________ 
Source:  The School District. 

Retirement Programs 

 The School District participates in the State of California Teachers’ Retirement System 
(“STRS”).  This plan covers certificated employees.  The School District’s contribution to STRS in Fiscal 
Year 2012-13 was $14,727,500 and in Fiscal Year 2013-14 was $15,679,891.  The School District’s 
contribution to STRS for Fiscal Year 2014-15 was $17,782,182.  The School District’s contribution to 
STRS for Fiscal Year 2015-16 is estimated to be $33,347,224.  In order to receive STRS benefits, an 
employee must be at least 55 years old and have provided five years of service to California public 
schools. 

 The School District also participates in the State of California Public Employees’ Retirement 
System (“PERS”).  This plan covers certificated employees who elect and all classified personnel who are 
employed 1,000 or more hours per fiscal year.  The School District’s contribution to PERS in Fiscal Year 
2012-13 was $5,642,008 and in Fiscal Year 2013-14 was $5,654,959.  The School District’s contribution 
to PERS for Fiscal Year 2014-15 was $6,198,896.  The School District’s contribution to PERS for Fiscal 
Year 2015-16 is estimated to be $6,753,618.  In order to receive PERS benefits, an employee must be at 
least 55 years old and have provided five years of service to California public schools. 

 Contribution rates to these two retirement systems vary annually depending on changes in 
actuarial assumptions and other factors, such as changes in retirement benefits.  The contribution rates are 
based on state-wide rates set by the STRS and PERS retirement boards.  STRS has a substantial state-
wide unfunded liability.  Since this liability has not been broken down by each school district, it is 
impossible to determine the School District’s share. 

 The School District offers post-retirement benefits for employees up to age 65.  The School 
District’s contribution for these benefits for the Fiscal Year ending June 30, 2013, was $2,137,149, for the 
Fiscal Year ending June 30, 2014 was $2,759,413 and for the Fiscal year ending June 30, 2015, was 
$3,327,978.  The School District’s contribution for these benefits is estimated to be $3,474,350 for Fiscal 
Year 2015-16.  The program is operated on a pay-as-you go basis and budgets the current costs each year 
with an increase based on actual health and welfare increases. 
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Insurance 
 
 The School District operates workers’ compensation and property and liability insurance 
programs that are accounted for in the Internal Service Fund.  In addition, the School District's health and 
welfare benefit programs are accounted for in the Internal Service Fund. 

 In 1998, the State of California authorized the School District to operate a Self-Insured Workers’ 
Compensation Plan to finance liabilities arising from employee industrial injuries.  The School District 
responded by implementing such a plan on July 1, 1998.  Beginning in 2009, the School District has 
established a fund to self-insure itself for workers’ compensation coverage.  The workers’ compensation 
experience of the School District was calculated and applied to a premium rate, which was utilized to 
charge funds for the administration of the program.  Excess liability coverage for workers’ compensation 
claims is provided through the purchase of commercial insurance. 

 The School District operates a self-insurance program to cover general liability claim losses up to 
a limit of $100,000 per claim and for property losses up to $25,000 per claim.  During fiscal year ending 
June 30, 2015, the School District contracted with Alliance of Schools Cooperative Insurance Programs 
(ASCIP) for property and liability insurance coverage.  Excess liability coverage is obtained through 
participation in Schools Excess Liability Fund (SELF) (through ASCIP). Settled claims have not 
exceeded this commercial coverage in any of the past three years.  There has not been a significant 
reduction in coverage from the prior year.  In addition, property and liability claims for which the School 
District retains the risk of loss (claims below the School District’s retained limits), are administered by 
the Self Insurance Fund. 

 



 

APPENDIX B 

 FIRST AMENDED RATE AND METHOD OF APPORTIONMENT 
FOR COMMUNITY FACILITIES DISTRICT NO. 2005-1  
OF THE CAPISTRANO UNIFIED SCHOOL DISTRICT 

(WHISPERING HILLS) 
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CRRGPFKZ!D!
!

HKTUV!COGPFGF!TCVG!CPF!OGVJQF!QH!CRRQTVKQPOGPV!
HQT!EQOOWPKV[!HCEKNKVKGU!FKUVTKEV!PQ/!3116.2!
QH!VJG!ECRKUVTCPQ!WPKHKGF!UEJQQN!FKUVTKEV!

)YJKURGTKPI!JKNNU*!
!

C! Urgekcn! Vcz! cu! jgtgkpchvgt! fghkpgf! ujcnn! dg! ngxkgf! qp! cnn! Cuuguuqt„u! Rctegnu! kp! Eqoowpkv{!
Hceknkvkgu!Fkuvtkev!Pq/!3116.2!qh!vjg!Ecrkuvtcpq!Wpkhkgf!Uejqqn!Fkuvtkev!)Yjkurgtkpi!Jknnu*!)�EHF!
Pq/!3116.2‚*!cpf!eqnngevgf!gcej!Hkuecn![gct!eqoogpekpi! kp!Hkuecn![gct!3122.23-! kp!cp!coqwpv!
fgvgtokpgf!d{!vjg!Dqctf!vjtqwij!vjg!crrnkecvkqp!qh!vjg!crrtqrtkcvg!Urgekcn!Vcz!hqt!�Fgxgnqrgf!
Rtqrgtv{-‚! �Vczcdng! Rtqrgtv{! Qypgt! Cuuqekcvkqp! Rtqrgtv{-‚! �Vczcdng! Rwdnke! Rtqrgtv{-‚! �!
Tgnkikqwu!Rtqrgtv{-‚!cpf!�Wpfgxgnqrgf!Rtqrgtv{‚!cu!fguetkdgf!dgnqy/!!Cnn!qh!vjg!tgcn!rtqrgtv{!
kp!EHF!Pq/!3116.2-!wpnguu!gzgorvgf!d{!ncy!qt!d{!vjg!rtqxkukqpu!jgtgqh-!ujcnn!dg!vczgf!hqt!vjg!
rwtrqugu-!vq!vjg!gzvgpv!cpf!kp!vjg!ocppgt!jgtgkp!rtqxkfgf/!
!
C/! FGHKPKVKQPU!
!

Vjg!vgtou!jgtgkpchvgt!ugv!hqtvj!jcxg!vjg!hqnnqykpi!ogcpkpiu<!
!
•Cetg! qt! Cetgcig–! ogcpu! vjg! ncpf! ctgc! qh! cp! Cuuguuqt„u! Rctegn! cu! ujqyp! qp! cp!
Cuuguuqt(u!Rctegn!Ocr-!qt!kh!vjg!ncpf!ctgc!ku!pqv!ujqyp!qp!cp!Cuuguuqt(u!Rctegn!Ocr-!vjg!
ncpf!ctgc!ujqyp!qp!vjg!crrnkecdng! hkpcn!ocr-!rctegn!ocr-!eqpfqokpkwo!rncp-!qt!qvjgt!
tgeqtfgf!Eqwpv{!rctegn!ocr/!
!
•Cev–! ogcpu! vjg! Ognnq.Tqqu! Eqoowpkv{! Hceknkvkgu! Cev! qh! 2;93-! cu! cogpfgf-! dgkpi!
Ejcrvgt!3/6-!Fkxkukqp!3!qh!Vkvng!6!qh!vjg!Iqxgtpogpv!Eqfg!qh!vjg!Uvcvg!qh!Ecnkhqtpkc/!
!
•Cfokpkuvtcvkxg! Gzrgpugu–!ogcpu! vjg! hqnnqykpi! cevwcn! qt! tgcuqpcdn{! guvkocvgf! equvu!
fktgevn{! tgncvgf! vq! vjg! cfokpkuvtcvkqp! qh! EHF! Pq/! 3116.2<! vjg! equvu! qh! eqorwvkpi! vjg!
Urgekcn!Vczgu!cpf!rtgrctkpi!vjg!cppwcn!Urgekcn!Vcz!eqnngevkqp!uejgfwngu!)yjgvjgt!d{!vjg!
Uejqqn! Fkuvtkev! qt! fgukipgg! vjgtgqh! qt! dqvj*=! vjg! equvu! qh! eqnngevkpi! vjg! Urgekcn! Vczgu!
)yjgvjgt!d{!vjg!Uejqqn!Fkuvtkev!qt!qvjgtykug*=!vjg!equvu!qh!tgokvvkpi!vjg!Urgekcn!Vczgu!vq!
vjg!Vtwuvgg=!vjg!equvu!qh!vjg!Vtwuvgg!)kpenwfkpi!kvu!ngicn!eqwpugn*!kp!vjg!fkuejctig!qh!vjg!
fwvkgu!tgswktgf!qh!kv!wpfgt!vjg!Kpfgpvwtg=!vjg!equvu!vq!vjg!Uejqqn!Fkuvtkev-!EHF!Pq/!3116.2!
qt!cp{!fgukipgg!vjgtgqh!qh!eqorn{kpi!ykvj!ctdkvtcig!tgdcvg!tgswktgogpvu=!vjg!equvu!vq!vjg!
Uejqqn!Fkuvtkev-!EHF!Pq/! 3116.2!qt!cp{!fgukipgg! vjgtgqh! qh! eqorn{kpi!ykvj!fkuenquwtg!
tgswktgogpvu!qh!vjg!Uejqqn!Fkuvtkev-!EHF!Pq/!3116.2!qt!qdnkicvgf!rgtuqpu!cuuqekcvgf!ykvj!
crrnkecdng! hgfgtcn! cpf! uvcvg! ugewtkvkgu! ncyu! cpf! vjg! Cev=! vjg! equvu! cuuqekcvgf! ykvj!
rtgrctkpi! Urgekcn! Vcz! fkuenquwtg! uvcvgogpvu! cpf! tgurqpfkpi! vq! rwdnke! kpswktkgu!
tgictfkpi! vjg! Urgekcn! Vczgu=! vjg! equvu! qh! vjg! Uejqqn! Fkuvtkev-! EHF! Pq/! 3116.2! qt! cp{!
fgukipgg! vjgtgqh! tgncvgf! vq! cp! crrgcn! qh! vjg! Urgekcn! Vcz=! vjg! equvu! cuuqekcvgf!ykvj! vjg!
tgngcug!qh!hwpfu!htqo!cp!guetqy!ceeqwpv=!cpf!vjg!Uejqqn!Fkuvtkev„u!cppwcn!cfokpkuvtcvkqp!
hggu! cpf! vjktf! rctv{! gzrgpugu/! ! Cfokpkuvtcvkxg! Gzrgpugu! ujcnn! cnuq! kpenwfg! coqwpvu!
guvkocvgf! d{! vjg! EHF!Cfokpkuvtcvqt! qt! cfxcpegf! d{! vjg! Uejqqn! Fkuvtkev! qt! EHF!Pq/!
3116.2! hqt! cp{! qvjgt! cfokpkuvtcvkxg! rwtrqugu! qh!EHF!Pq/! 3116.2-! kpenwfkpi! cvvqtpg{„u!
hggu!cpf!qvjgt!equvu!tgncvgf!vq!eqoogpekpi!cpf!rwtuwkpi!vq!eqorngvkqp!cp{!hqtgenquwtg!
qh!fgnkpswgpv!Urgekcn!Vczgu/!
!
•Cuuguuqt(u!Rctegn–!ogcpu! c! nqv! qt!rctegn! ujqyp! kp! cp!Cuuguuqt(u!Rctegn!Ocr!ykvj! cp!
cuukipgf!Cuuguuqt(u!rctegn!pwodgt/!
!
•Cuuguuqt(u! Rctegn! Ocr–! ogcpu! cp! qhhkekcn! ocr! qh! vjg! Cuuguuqt! qh! vjg! Eqwpv{!
fgukipcvkpi!rctegnu!d{!Cuuguuqt(u!Rctegn!pwodgt/!
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!
•Cuukipgf!Urgekcn!Vcz–!ogcpu! vjg!Urgekcn!Vcz!hqt!gcej!Ncpf!Wug!Encuu!qh!Fgxgnqrgf!
Rtqrgtv{-!cu!fgvgtokpgf!kp!ceeqtfcpeg!ykvj!Ugevkqp!E!dgnqy/!
!
•Dcemwr! Urgekcn! Vcz–! ogcpu! vjg! Urgekcn! Vcz! crrnkecdng! vq! gcej! Cuuguuqt(u! Rctegn! qh!
Fgxgnqrgf!Rtqrgtv{-!cu!fgvgtokpgf!kp!ceeqtfcpeg!ykvj!Ugevkqp!E!dgnqy/!
!
•Dqctf–!ogcpu!vjg!Dqctf!qh!Vtwuvggu!qh!vjg!Ecrkuvtcpq!Wpkhkgf!Uejqqn!Fkuvtkev-!cevkpi!cu!
vjg!ngikuncvkxg!dqf{!qh!EHF!Pq/!3116.2/!!
!
•Dqpfu–! ogcpu! cp{! dqpfu! qt! qvjgt! fgdv! )cu! fghkpgf! kp! Ugevkqp! 64428)f*! qh! vjg! Cev*-!
yjgvjgt!kp!qpg!qt!oqtg!ugtkgu-!kuuwgf!d{!EHF!Pq/!3116.2!wpfgt!vjg!Cev/!
!
•EHF! Cfokpkuvtcvqt–! ogcpu! cp! qhhkekcn! qh! vjg! Uejqqn! Fkuvtkev-! qt! fgukipgg! vjgtgqh-!
tgurqpukdng!hqt!fgvgtokpkpi!vjg!Urgekcn!Vcz!Tgswktgogpv!cpf!rtqxkfkpi!hqt!vjg!ngx{!cpf!
eqnngevkqp!qh!vjg!Urgekcn!Vczgu/!
!
•EHF!Pq/! 3116.2–! ogcpu! Eqoowpkv{! Hceknkvkgu! Fkuvtkev! Pq/! 3116.2! qh! vjg! Ecrkuvtcpq!
Wpkhkgf!Uejqqn!Fkuvtkev!)Yjkurgtkpi!Jknnu*/!
!
•Eqwpv{–!ogcpu!vjg!Eqwpv{!qh!Qtcpig/!
!
•Ewuvqo!Nqv! Rtqrgtv{–!ogcpu-! hqt! gcej! Hkuecn! [gct-! cp{!Cuuguuqt„u! Rctegn! qh! Vczcdng!
Rtqrgtv{!)k*!hqt!yjkej!)c*!guetqy!jcu!enqugf!rtkqt!vq!Lcpwct{!2!qh!vjg!rtkqt!Hkuecn![gct!vq!
cp! qypgt! qvjgt! vjcp!Tcpejq!Ucp! Lwcp!Fgxgnqrogpv! NNE!qt! )d*! c! dwknfkpi!rgtokv! hqt!
pgy! eqpuvtwevkqp!ycu! kuuwgf! rtkqt! vq! Lcpwct{! 2! qh! vjg! rtkqt! Hkuecn! [gct=! cpf! )kk*! vjcv!
kpenwfgu! qpg! qt! oqtg! qh! vjg! hqnnqykpi! nqvu<! ! nqvu! 252! vjtqwij! 266! qh! Vtcev! Pq/! 27745!
tgeqtfgf! ykvj! vjg! Eqwpv{! qp! Qevqdgt! 23-! 3117/! ! Pqvykvjuvcpfkpi! cp{! hwvwtg! nqv! nkpg!
cflwuvogpvu!qt!eqpuqnkfcvkqpu-!gcej!qh!vjg!hkhvggp!nqvu!urgekhkgf!cdqxg!ujcnn!dg!eqpukfgtgf!
c! �ewuvqo! nqv‚! hqt!rwtrqugu!qh! vjg! ngx{!qh! dqvj! vjg!Cuukipgf!Urgekcn!Vcz! cpf!Dcemwr!
Urgekcn! Vcz/! !Jqygxgt-! kh! cnn! qt! c!rqtvkqp!qh! vjg!igqitcrjke! ctgc!fguetkdgf!cu! nqvu! 252!
vjtqwij!266!qh!Vtcev!Pq/!27745! ku!tgocrrgf!cpf!c!pgy!vtcev!ocr!ku!tgeqtfgf!hqt!uwej!
ctgc-!gcej!dwknfcdng!nqv!kp!uwej!pgy!vtcev!ujcnn!dg!eqpukfgtgf!c!�ewuvqo!nqv‚!hqt!rwtrqugu!
qh!vjg!ngx{!qh!dqvj!vjg!Cuukipgf!Urgekcn!Vcz!cpf!Dcemwr!Urgekcn!Vcz/!
!
•Fgxgnqrgf!Rtqrgtv{–!ogcpu-!hqt!gcej!Hkuecn![gct-!cnn!)k*!Ewuvqo!Nqv!Rtqrgtv{-!cpf!)kk*!
Vczcdng!Rtqrgtv{-!gzenwukxg!qh!Tgnkikqwu!Rtqrgtv{-!Vczcdng!Rtqrgtv{!Qypgt!Cuuqekcvkqp!
Rtqrgtv{-!qt!Vczcdng!Rwdnke!Rtqrgtv{-!hqt!yjkej!c!dwknfkpi!rgtokv!hqt!pgy!eqpuvtwevkqp!
ycu!kuuwgf!rtkqt!vq!Lcpwct{!2!qh!vjg!rtkqt!Hkuecn![gct/!
!
•Hkuecn![gct–!ogcpu!vjg!rgtkqf!uvctvkpi!Lwn{!2!cpf!gpfkpi!qp!vjg!hqnnqykpi!Lwpg!41/!
!
•Kpfgpvwtg–!ogcpu!vjg!kpfgpvwtg-!hkuecn!cigpv!citggogpv-!tguqnwvkqp!qt!qvjgt!kpuvtwogpv!
rwtuwcpv!vq!yjkej!Dqpfu!ctg!kuuwgf-!cu!oqfkhkgf-!cogpfgf!cpf0qt!uwrrngogpvgf!htqo!
vkog!vq!vkog-!cpf!cp{!kpuvtwogpv!tgrncekpi!qt!uwrrngogpvkpi!vjg!ucog/!
!
•Ncpf!Wug!Encuu–!ogcpu!cp{!qh!vjg!encuugu!nkuvgf!kp!Vcdng!2/!
!
•Oczkowo!Urgekcn!Vcz–!ogcpu! vjg!oczkowo!Urgekcn!Vcz-!fgvgtokpgf! kp! ceeqtfcpeg!
ykvj!Ugevkqp!E!dgnqy-!vjcv!ecp!dg!ngxkgf!kp!cp{!Hkuecn![gct!qp!cp{!Cuuguuqt„u!Rctegn/!
!
•Pqp.Tgukfgpvkcn! Rtqrgtv{–! ogcpu! cnn! Cuuguuqt„u! Rctegnu! qh! Fgxgnqrgf! Rtqrgtv{! hqt!
yjkej!c!dwknfkpi!rgtokv)u*!ycu!kuuwgf!hqt!c!pqp.tgukfgpvkcn!wug/!
!
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•Qwvuvcpfkpi!Dqpfu–!ogcpu!cnn!Dqpfu!yjkej!ctg!fggogf!vq!dg!qwvuvcpfkpi!wpfgt!vjg!
Kpfgpvwtg/!
!
•Rtqrgtv{!Qypgt!Cuuqekcvkqp!Rtqrgtv{–!ogcpu!cp{!rtqrgtv{!ykvjkp!vjg!dqwpfctkgu!qh!
EHF!Pq/!3116.2!vjcv!ku!qypgf!kp!hgg!qt!d{!gcugogpv-!qt!fgfkecvgf!vq-!c!rtqrgtv{!qypgt!
cuuqekcvkqp-!kpenwfkpi!cp{!ocuvgt!qt!uwd.cuuqekcvkqp/!
!
•Rtqrqtvkqpcvgn{–!ogcpu!hqt!Wpfgxgnqrgf!Rtqrgtv{!vjcv! vjg!tcvkq!qh!vjg!cevwcn!Urgekcn!
Vcz! ngx{! rgt! Cetg! vq! vjg! Oczkowo! Urgekcn! Vcz! rgt! Cetg! ku! gswcn! hqt! cnn! Cuuguuqt„u!
Rctegnu! qh! Wpfgxgnqrgf! Rtqrgtv{! kp! EHF! Pq/! 3116.2/! ! Hqt! Vczcdng! Rtqrgtv{! Qypgt!
Cuuqekcvkqp! Rtqrgtv{-! Vczcdng! Rwdnke! Rtqrgtv{! qt! Vczcdng! Tgnkikqwu! Rtqrgtv{!
�Rtqrqtvkqpcvgn{‚!ogcpu! vjcv! vjg! tcvkq! qh! vjg! cevwcn! Urgekcn! Vcz! ngx{! rgt! Cetg! vq! vjg!
Oczkowo!Urgekcn!Vcz!rgt!Cetg! ku! gswcn! hqt!cnn!Cuuguuqt„u!Rctegnu!qh!Vczcdng!Rtqrgtv{!
Qypgt!Cuuqekcvkqp!Rtqrgtv{-!Vczcdng!Rwdnke!Rtqrgtv{!qt!Vczcdng!Tgnkikqwu!Rtqrgtv{!kp!
EHF!Pq/!3116.2/!!!
!
•Rwdnke!Rtqrgtv{–!ogcpu!cp{!rtqrgtv{!ykvjkp!vjg!dqwpfctkgu!qh!EHF!Pq/!3116.2!vjcv!ku!
vtcpuhgttgf!vq!c!rwdnke!cigpe{!qp!qt!chvgt!vjg!fcvg!qh!hqtocvkqp!qh!EHF!Pq/!3116.2!cpf!ku!
wugf!hqt!tkijvu.qh.yc{!qt!cp{!qvjgt!rwtrqug!cpf!ku!qypgf!d{!qt!fgfkecvgf!vq!vjg!hgfgtcn!
iqxgtpogpv-! vjg! Uvcvg! qh!Ecnkhqtpkc-! vjg!Eqwpv{!qt! cp{! qvjgt! rwdnke! cigpe{=! rtqxkfgf!
jqygxgt!vjcv!cp{!rtqrgtv{!ngcugf!d{!c!rwdnke!cigpe{!vq!c!rtkxcvg!gpvkv{!cpf!uwdlgev!vq!
vczcvkqp!wpfgt!Ugevkqp!64451/2!qh!vjg!Cev!ujcnn!dg!vczgf!cpf!encuukhkgf!kp!ceeqtfcpeg!ykvj!
kvu!wug/!
!
•Tgnkikqwu! Rtqrgtv{–! ogcpu! cnn! rtqrgtv{! ykvjkp! vjg! dqwpfctkgu! qh! EHF! Pq/! 3116.2!
yjkej! ku!wugf!rtkoctkn{!cu!c!rnceg!qh!yqtujkr!cpf! ku!gzgorv! htqo!cf!xcnqtgo!rtqrgtv{!
vczgu! dgecwug! kv! ku! qypgf! d{! c! tgnkikqwu! qticpk|cvkqp/! ! Tgnkikqwu! Rtqrgtv{-! ykvjqwv!
nkokvcvkqp-!fqgu!pqv!kpenwfg!cp{!Cuuguuqt„u!Rctegnu!wugf!rtkoctkn{!hqt!tgnkikqwu!uejqqnu-!
fc{!ectg!egpvgtu-!qt!eqpitgicvg!ectg!hceknkvkgu/!
!
•Tgukfgpvkcn!Rtqrgtv{–!ogcpu!)k*!Ewuvqo!Nqv!Rtqrgtv{-!cpf!)kk*!cnn!Cuuguuqt„u!Rctegnu!qh!
Fgxgnqrgf! Rtqrgtv{! hqt! yjkej! c! dwknfkpi! rgtokv! jcu! dggp! kuuwgf! hqt! rwtrqugu! qh!
eqpuvtwevkpi!qpg!qt!oqtg!tgukfgpvkcn!fygnnkpi!wpkvu/!
!
•Tgukfgpvkcn! Hnqqt! Ctgc–! ogcpu! cnn! qh! vjg! uswctg! hqqvcig! qh! nkxkpi! ctgc! ykvjkp! vjg!
rgtkogvgt! qh! c! tgukfgpvkcn! uvtwevwtg-! pqv! kpenwfkpi! cp{! ectrqtv-! ycnmyc{-! ictcig-!
qxgtjcpi-!rcvkq-!gpenqugf!rcvkq-!qt!ukoknct!ctgc/!!Vjg!fgvgtokpcvkqp!qh!Tgukfgpvkcn!Hnqqt!
Ctgc! ujcnn! dg!ocfg! d{! tghgtgpeg! vq! vjg! dwknfkpi! rgtokv)u*! kuuwgf! hqt! uwej! Cuuguuqt„u!
Rctegn/!
!
•Uejqqn!Fkuvtkev–!ogcpu!vjg!Ecrkuvtcpq!Wpkhkgf!Uejqqn!Fkuvtkev/!
!
•Ukping!Hcokn{!Rtqrgtv{–!ogcpu!cnn!Cuuguuqt„u!Rctegnu!qh!Tgukfgpvkcn!Rtqrgtv{!hqt!yjkej!
dwknfkpi!rgtokvu!jcxg!dggp!kuuwgf!hqt!tgukfgpvkcn!wpkvu-!gzenwfkpi!Ewuvqo!Nqv!Rtqrgtv{/!
!
•Urgekcn!Vcz–!ogcpu!vjg!urgekcn!vcz!vq!dg!ngxkgf!kp!gcej!Hkuecn![gct!qp!gcej!Cuuguuqt(u!
Rctegn!qh!Fgxgnqrgf!Rtqrgtv{-!Tgnkikqwu!Rtqrgtv{-!Vczcdng!Rtqrgtv{!Qypgt!Cuuqekcvkqp!
Rtqrgtv{-!Vczcdng!Rwdnke!Rtqrgtv{-!cpf!Wpfgxgnqrgf!Rtqrgtv{! vq! hwpf! vjg!Urgekcn!Vcz!
Tgswktgogpv/!
!
•Urgekcn!Vcz!Tgswktgogpv–!ogcpu!vjcv!coqwpv!tgswktgf!kp!cp{!Hkuecn![gct!hqt!EHF!Pq/!
3116.2! vq<! )k*!rc{!fgdv! ugtxkeg!qp!cnn!Qwvuvcpfkpi!Dqpfu=! )kk*!rc{!rgtkqfke! equvu!qp! vjg!
Dqpfu-! kpenwfkpi! dwv! pqv! nkokvgf! vq-! etgfkv! gpjcpegogpv! cpf! tgdcvg! rc{ogpvu! qp! vjg!
Dqpfu=! )kkk*!rc{!tgcuqpcdng!Cfokpkuvtcvkxg!Gzrgpugu=!)kx*!rc{!cp{!coqwpvu!tgswktgf!vq!
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guvcdnkuj!qt!tgrngpkuj!cp{!tgugtxg!hwpfu!hqt!cnn!Qwvuvcpfkpi!Dqpfu=! )x*!rc{!fktgevn{!hqt!
eqpuvtwevkqp!qh! hceknkvkgu! gnkikdng!wpfgt! vjg!Cev! vq! vjg! gzvgpv! vjcv! vjg! kpenwukqp!qh! uwej!
coqwpv!fqgu!pqv! kpetgcug! vjg!Urgekcn!Vcz! ngx{!qp!Wpfgxgnqrgf!Rtqrgtv{=!cpf!)xk*!rc{!
hqt! tgcuqpcdn{! cpvkekrcvgf!fgnkpswgpv! Urgekcn!Vczgu! dcugf!qp! vjg!fgnkpswgpe{! tcvg! hqt!
Urgekcn!Vczgu!ngxkgf!kp!vjg!rtgxkqwu!Hkuecn![gct=!)xkk*!nguu!c!etgfkv!hqt!hwpfu!cxckncdng!vq!
tgfweg!vjg!cppwcn!Urgekcn!Vcz!ngx{-!cu!fgvgtokpgf!d{!vjg!EHF!Cfokpkuvtcvqt!rwtuwcpv!
vq!vjg!Kpfgpvwtg/!
!
•Uvcvg–!ogcpu!vjg!Uvcvg!qh!Ecnkhqtpkc/!
!
•Vczcdng!Rtqrgtv{–!ogcpu! cnn! qh! vjg!Cuuguuqt(u!Rctegnu!ykvjkp! vjg! dqwpfctkgu! qh!EHF!
Pq/! 3116.2!yjkej! ctg! pqv! gzgorv! htqo! vjg! Urgekcn! Vcz! rwtuwcpv! vq! ncy! qt! Ugevkqp! G!
dgnqy/!
!
•Vczcdng! Rtqrgtv{! Qypgt! Cuuqekcvkqp! Rtqrgtv{–! ogcpu! cnn! Cuuguuqt„u! Rctegnu! qh!
Rtqrgtv{!Qypgt!Cuuqekcvkqp!Rtqrgtv{!vjcv!ctg!pqv!gzgorv!rwtuwcpv!vq!Ugevkqp!G!dgnqy/!
!
•Vczcdng!Rwdnke!Rtqrgtv{–!ogcpu!cnn!Cuuguuqt„u!Rctegnu!qh!Rwdnke!Rtqrgtv{!vjcv!ctg!pqv!
gzgorv!rwtuwcpv!vq!Ugevkqp!G!dgnqy/!
!
•Vczcdng!Tgnkikqwu!Rtqrgtv{–!ogcpu! cnn!Cuuguuqt„u! Rctegnu! qh!Tgnkikqwu! Rtqrgtv{! vjcv!
ctg!pqv!gzgorv!rwtuwcpv!vq!Ugevkqp!G!dgnqy/!
!
•Vtwuvgg–!ogcpu!vjg!vtwuvgg-!hkuecn!cigpv-!qt!rc{kpi!cigpv!wpfgt!vjg!Kpfgpvwtg/!
!
•Wpfgxgnqrgf!Rtqrgtv{–!ogcpu-!hqt!gcej!Hkuecn![gct-!cnn!Vczcdng!Rtqrgtv{!pqv!encuukhkgf!
cu!Fgxgnqrgf!Rtqrgtv{-!Vczcdng!Rtqrgtv{!Qypgt!Cuuqekcvkqp!Rtqrgtv{-!Vczcdng!Rwdnke!
Rtqrgtv{-!qt!Vczcdng!Tgnkikqwu!Rtqrgtv{/!

!
D/! CUUKIPOGPV!VQ!NCPF!WUG!ECVGIQTKGU!
!

Gcej! Hkuecn! [gct-! cnn! Vczcdng! Rtqrgtv{! ykvjkp! EHF! Pq/! 3116.2! ujcnn! dg! encuukhkgf! cu!
Fgxgnqrgf! Rtqrgtv{-! Vczcdng! Rwdnke! Rtqrgtv{-! Vczcdng! Rtqrgtv{! Qypgt! Cuuqekcvkqp!
Rtqrgtv{-!Vczcdng!Tgnkikqwu!Rtqrgtv{-!qt!Wpfgxgnqrgf!Rtqrgtv{-!cpf!ujcnn!dg!uwdlgev!vq!
Urgekcn! Vczgu! kp! ceeqtfcpeg! ykvj! vjg! tcvg! cpf! ogvjqf! qh! crrqtvkqpogpv! fgvgtokpgf!
rwtuwcpv!vq!Ugevkqpu!E!cpf!F!dgnqy/!!Tgukfgpvkcn!Rtqrgtv{!ujcnn!dg!cuukipgf!vq!Ncpf!Wug!
Encuugu!2!vjtqwij!9-!cpf!Pqp.Tgukfgpvkcn!Rtqrgtv{!ujcnn!dg!cuukipgf!vq!Ncpf!Wug!Encuu!
;/!!
!
Vjg! Cuukipgf! Urgekcn! Vcz! hqt! Tgukfgpvkcn! Rtqrgtv{! ujcnn! dg! dcugf! qp! yjgvjgt! kv! ku!
Ewuvqo!Nqv!Rtqrgtv{!qt!Ukping!Hcokn{!Rtqrgtv{/!!Vjg!Cuukipgf!Urgekcn!Vcz!hqt!Ewuvqo!
Nqv!Rtqrgtv{!ujcnn!dg!dcugf!qp!vjg!pwodgt!qh!nqvu!nqecvgf!ykvjkp!vjg!Cuuguuqt„u!Rctegn-!cu!
fgvgtokpgf! d{! vjg! EHF! Cfokpkuvtcvqt/! ! Vjg! Cuukipgf! Urgekcn! Vcz! hqt! Ukping! Hcokn{!
Rtqrgtv{!ujcnn!dg!dcugf!qp!vjg!Tgukfgpvkcn!Hnqqt!Ctgc!qh!vjg!fygnnkpi!wpkv)u*!nqecvgf!qp!
vjg!Cuuguuqt(u!Rctegn-!cu!urgekhkgf!kp!Vcdng!2!dgnqy/!!Vjg!Cuukipgf!Urgekcn!Vcz!hqt!Pqp.
Tgukfgpvkcn!Rtqrgtv{!ujcnn!dg!dcugf!qp!vjg!Cetgcig!qh!vjg!Cuuguuqt(u!Rctegn/!

!
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E/! OCZKOWO!URGEKCN!VCZ!TCVG!
!

2/! Fgxgnqrgf!Rtqrgtv{!
!
c/! Oczkowo!Urgekcn!Vcz!

!
Vjg! Oczkowo! Urgekcn! Vcz! hqt! gcej! Cuuguuqt(u! Rctegn! encuukhkgf! cu!
Fgxgnqrgf! Rtqrgtv{! ujcnn! dg! vjg! itgcvgt! qh! )k*! vjg! coqwpv! fgtkxgf! d{!
crrnkecvkqp! qh! vjg! Cuukipgf! Urgekcn! Vcz! qt! )kk*! vjg! coqwpv! fgtkxgf! d{!
crrnkecvkqp!qh!vjg!Dcemwr!Urgekcn!Vcz/!

!
d/! Cuukipgf!Urgekcn!Vcz!
!

Vjg!Cuukipgf!Urgekcn!Vcz!hqt!gcej!Ncpf!Wug!Encuu!hqt!Hkuecn![gct!3122.23!
ku!ujqyp!dgnqy!kp!Vcdng!2/!

!
VCDNG!2!

!
Cuukipgf!Urgekcn!Vczgu!hqt!Fgxgnqrgf!Rtqrgtv{!

Hqt!Hkuecn![gct!3122.23!
Eqoowpkv{!Hceknkvkgu!Fkuvtkev!Pq/!3116.2!

!

Ncpf!
Wug!
Encuu!

Tgukfgpvkcn!Hnqqt!
Ctgc!

Fguetkrvkqp!
Cuukipgf!!
Urgekcn!Vcz!

2! PC! Ewuvqo!Nqv!Rtqrgtv{! %24-;13!rgt!nqv!

3! @!5-711!!UH! Tgukfgpvkcn!Rtqrgtv{! %9-716!rgt!wpkv!

4! 5-412!€5-711!UH! Tgukfgpvkcn!Rtqrgtv{! %8-966!rgt!wpkv!

5! 4-;12!€5-411!UH! Tgukfgpvkcn!Rtqrgtv{! %8-749!rgt!wpkv!

6! 4-812!€4-;11!UH! Tgukfgpvkcn!Rtqrgtv{! %8-216!rgt!wpkv!

7! 4-512!€4-811!UH! Tgukfgpvkcn!Rtqrgtv{! %7-;92!rgt!wpkv!

8! 3-;12!€4-511!UH! Tgukfgpvkcn!Rtqrgtv{! %7-752!rgt!wpkv!

9! "!3-;11!!UH! Tgukfgpvkcn!Rtqrgtv{! %7-288!rgt!wpkv!

;! P0C! Pqp.Tgukfgpvkcn!Rtqrgtv{! %32-111!rgt!Cetg!

!
e/! Kpetgcug!kp!vjg!Cuukipgf!Urgekcn!Vcz!
!

Vjg!Cuukipgf!Urgekcn!Vczgu!kp!Vcdng!2!ujcnn!dg!crrnkecdng!hqt!Hkuecn![gct!
3122.23-!cpf!ujcnn!kpetgcug!vjgtgchvgt-!eqoogpekpi!qp!Lwn{!2-!3123!cpf!qp!
Lwn{!2!qh!gcej!Hkuecn![gct!vjgtgchvgt-!d{!cp!coqwpv!gswcn! vq! vyq!rgtegpv!
)3&*!qh!vjg!Cuukipgf!Urgekcn!Vcz!hqt!vjg!rtgxkqwu!Hkuecn![gct/!

!
f/! Ownvkrng!Ncpf!Wug!Encuugu!
!

Kp! uqog! kpuvcpegu! cp! Cuuguuqt„u! Rctegn! qh! Fgxgnqrgf! Rtqrgtv{! oc{!
eqpvckp!oqtg!vjcp!qpg!Ncpf!Wug!Encuu/!!Vjg!Cuukipgf!Urgekcn!Vcz!ngxkgf!
qp!cp!Cuuguuqt„u!Rctegn!ujcnn!dg!vjg!uwo!qh!vjg!Cuukipgf!Urgekcn!Vczgu!hqt!
cnn! Ncpf!Wug! Encuugu! nqecvgf! qp! vjcv!Cuuguuqt„u! Rctegn/! ! Vjg!Oczkowo!
Urgekcn!Vcz!vjcv!ecp!dg!ngxkgf!qp!cp!Cuuguuqt„u!Rctegn!ujcnn!dg!vjg!uwo!qh!
vjg!Oczkowo!Urgekcn!Vczgu! vjcv! ecp!dg! ngxkgf! hqt!cnn!Ncpf!Wug!Encuugu!
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nqecvgf!qp!vjcv!Cuuguuqt„u!Rctegn/! !Hqt!cp!Cuuguuqt„u!Rctegn!vjcv!eqpvckpu!
dqvj!Tgukfgpvkcn!Rtqrgtv{!cpf!Pqp.Tgukfgpvkcn!Rtqrgtv{-! vjg!Cetgcig!qh!
uwej!Cuuguuqt„u!Rctegn! ujcnn!dg!cnnqecvgf! vq!gcej! v{rg!qh!rtqrgtv{!dcugf!
qp!vjg!coqwpv!qh!Cetgcig!fgukipcvgf!hqt!gcej!ncpf!wug!cu!fgvgtokpgf!d{!
tghgtgpeg! vq! vjg! ukvg!rncp!crrtqxgf! hqt! uwej!Cuuguuqt„u!Rctegn/!Vjg!EHF!
Cfokpkuvtcvqt„u!cnnqecvkqp!vq!gcej!v{rg!qh!rtqrgtv{!ujcnn!dg!hkpcn/!

!
g/! Dcemwr!Urgekcn!Vcz!
!

)2*! Tgukfgpvkcn!Rtqrgtv{!)Gzenwfkpi!Ewuvqo!Nqv!Rtqrgtv{*!
!
Vjg!Dcemwr! Urgekcn! Vcz! hqt!Tgukfgpvkcn! Rtqrgtv{! gzenwfkpi!Ewuvqo!Nqv!
Rtqrgtv{-! ujcnn! gswcn %32-596! rgt! Cetg! hqt! Hkuecn! [gct! 3122.23/! ! Vjg!
Dcemwr!Urgekcn!Vcz!ujcnn!kpetgcug!vjgtgchvgt-!eqoogpekpi!qp!Lwn{!2-!3123!
cpf!qp! Lwn{!2!qh!gcej!Hkuecn![gct! vjgtgchvgt-!d{!cp!coqwpv!gswcn! vq! vyq!
rgtegpv!)3&*!qh!vjg!Dcemwr!Urgekcn!Vcz!hqt!vjg!rtgxkqwu!Hkuecn![gct/!!!
!
)3*! Ewuvqo!Nqv!Rtqrgtv{!
!
Vjg!Dcemwr!Urgekcn!Vcz!hqt!Ewuvqo!Nqv!Rtqrgtv{!ujcnn!gswcn!%24-;13!rgt!
nqv! hqt! Hkuecn! [gct! 3122.23/! ! Vjg! Dcemwr! Urgekcn! Vcz! ujcnn! kpetgcug!
vjgtgchvgt-!eqoogpekpi!qp!Lwn{!2-!3123!cpf!qp!Lwn{!2!qh!gcej!Hkuecn![gct!
vjgtgchvgt-!d{!cp!coqwpv!gswcn!vq!vyq!rgtegpv!)3&*!qh!vjg!Dcemwr!Urgekcn!
Vcz!hqt!vjg!rtgxkqwu!Hkuecn![gct/!!!
!
Pqvykvjuvcpfkpi! vjg! hqtgiqkpi-! kh! cnn! qt! cp{!rqtvkqp! qh! vjg! Ewuvqo!Nqv!
Rtqrgtv{!ku!uwdugswgpvn{!ejcpigf!qt!oqfkhkgf!kp!c!ocppgt!vjcv!tguwnvu!kp!
hgygt! vjcp! 26! ewuvqo! nqvu-! vjg! Dcemwr! Urgekcn! Vcz! hqt! gcej! Cuuguuqt„u!
Rctegn!qh!Ewuvqo!Nqv!Rtqrgtv{!vjcv!ku!ejcpigf!qt!oqfkhkgf!ujcnn!dg!c!tcvg!
rgt!Cetg!ecnewncvgf!cu!hqnnqyu<!!
!
2/!! Fgvgtokpg!vjg!vqvcn!Dcemwr!Urgekcn!Vcz!cpvkekrcvgf!vq!crrn{!vq!vjg!
ejcpigf! qt! oqfkhkgf! rqtvkqp! qh! vjg! Ewuvqo! Nqv! Rtqrgtv{! rtkqt! vq! vjg!
ejcpig!qt!oqfkhkecvkqp/!
!
3/!! Fkxkfg!vjg!coqwpv!fgvgtokpgf!rwtuwcpv!vq!rctcitcrj!2!cdqxg!d{!
vjg! vczcdng!Cetgcig!qh!vjg!Ewuvqo!Nqv!Rtqrgtv{!yjkej!ku!gzrgevgf!vq!dg!
nqecvgf! kp! uwej! ejcpigf! qt! oqfkhkgf! ctgc-! cu! fgvgtokpgf! d{! vjg! EHF!
Cfokpkuvtcvqt/!
!
4/! Vjg!tguwnvkpi!swqvkgpv! ku!vjg!Dcemwr!Urgekcn!Vcz!rgt!Cetg-!yjkej!
ujcnn!dg!crrnkecdng!vq!Cuuguuqt„u!Rctegnu!qh!Ewuvqo!Nqv!Rtqrgtv{!kp!uwej!
ejcpigf!qt!oqfkhkgf!ctgc/!!!
!
Vjg!Dcemwr!Urgekcn!Vcz!rgt!Cetg!ujcnn!kpetgcug!vjgtgchvgt!qp!gcej!Lwn{!2-!
d{! cp! coqwpv! gswcn! vq! vyq!rgtegpv! )3&*!qh! vjg!Dcemwr!Urgekcn! Vcz!rgt!
Cetg!hqt!vjg!rtgxkqwu!Hkuecn![gct/!

!
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3/! Wpfgxgnqrgf!Rtqrgtv{-!Vczcdng!Rtqrgtv{!Qypgt!Cuuqekcvkqp!Rtqrgtv{-!Vczcdng!
Rwdnke!Rtqrgtv{!cpf!Vczcdng!Tgnkikqwu!Rtqrgtv{!
!
c/! Oczkowo!Urgekcn!Vcz!
!

Vjg!Oczkowo!Urgekcn!Vcz! hqt!Wpfgxgnqrgf!Rtqrgtv{-!Vczcdng!Rtqrgtv{!
Qypgt! Cuuqekcvkqp! Rtqrgtv{-! Vczcdng! Rwdnke! Rtqrgtv{! cpf! Vczcdng!
Tgnkikqwu!Rtqrgtv{!kp!EHF!Pq/!3116.2!ujcnn!dg!%32-596!rgt!Cetg!hqt!Hkuecn!
[gct! 3122.23-! cpf! ujcnn! kpetgcug! vjgtgchvgt-! eqoogpekpi!qp! Lwn{! 2-! 3123!
cpf!qp! Lwn{!2!qh!gcej!Hkuecn![gct! vjgtgchvgt-!d{!cp!coqwpv!gswcn! vq! vyq!
rgtegpv!)3&*!qh!vjg!Oczkowo!Urgekcn!Vcz!hqt!vjg!rtgxkqwu!Hkuecn![gct/!

!
F/! OGVJQF!QH!CRRQTVKQPOGPV!QH!VJG!URGEKCN!VCZ!

!
Eqoogpekpi! ykvj! Hkuecn! [gct! 3122.23! cpf! hqt! gcej! hqnnqykpi! Hkuecn! [gct-! vjg! Dqctf!
ujcnn!ngx{!vjg!Urgekcn!Vcz!cu!hqnnqyu<!
!
Hktuv<!Vjg!Urgekcn!Vcz!ujcnn!dg!ngxkgf!qp!gcej!Cuuguuqt„u!Rctegn!qh!Fgxgnqrgf!Rtqrgtv{!cv!
211&!qh!vjg!crrnkecdng!Cuukipgf!Urgekcn!Vcz=!
!
Ugeqpf<!!Kh!cffkvkqpcn!oqpkgu!ctg!pggfgf!vq!ucvkuh{!vjg!Urgekcn!Vcz!Tgswktgogpv!chvgt!vjg!
hktuv! uvgr!jcu! dggp! eqorngvgf-! vjg! Urgekcn! Vcz! ujcnn! dg! ngxkgf!Rtqrqtvkqpcvgn{! qp! gcej!
Cuuguuqt(u!Rctegn!qh!Wpfgxgnqrgf!Rtqrgtv{!cv!wr!vq!211&!qh!vjg!Oczkowo!Urgekcn!Vcz!
hqt!Wpfgxgnqrgf!Rtqrgtv{=!
!
Vjktf<!!Kh!cffkvkqpcn!oqpkgu!ctg!pggfgf!vq!ucvkuh{!vjg!Urgekcn!Vcz!Tgswktgogpv!chvgt!vjg!
hktuv!vyq!uvgru!jcxg!dggp!eqorngvgf-!vjgp!vjg!ngx{!qh!vjg!Urgekcn!Vcz!qp!gcej!Cuuguuqt(u!
Rctegn!qh!Fgxgnqrgf!Rtqrgtv{!yjqug!Oczkowo!Urgekcn!Vcz! ku!fgvgtokpgf! vjtqwij!vjg!
crrnkecvkqp! qh! vjg! Dcemwr! Urgekcn! Vcz! ujcnn! dg! kpetgcugf! Rtqrqtvkqpcvgn{! htqo! vjg!
Cuukipgf!Urgekcn!Vcz!wr!vq!vjg!Oczkowo!Urgekcn!Vcz!hqt!gcej!uwej!Cuuguuqt(u!Rctegn=!
!!
!
Hqwtvj<!!Kh!cffkvkqpcn!oqpkgu!ctg!pggfgf!vq!ucvkuh{!vjg!Urgekcn!Vcz!Tgswktgogpv!chvgt!vjg!
hktuv! vjtgg! uvgru! jcxg! dggp! eqorngvgf-! vjgp! vjg! Urgekcn! Vcz! ujcnn! dg! ngxkgf!
Rtqrqtvkqpcvgn{! qp! gcej! Cuuguuqt„u! Rctegn! qh! Vczcdng! Rtqrgtv{! Qypgt! Cuuqekcvkqp!
Rtqrgtv{-!Vczcdng!Rwdnke!Rtqrgtv{!qt!Vczcdng!Tgnkikqwu!Rtqrgtv{!cv!wr!vq!vjg!Oczkowo!
Urgekcn!Vcz!hqt!Vczcdng!Rtqrgtv{!Qypgt!Cuuqekcvkqp!Rtqrgtv{-!Vczcdng!Rwdnke!Rtqrgtv{!
qt!Vczcdng!Tgnkikqwu!Rtqrgtv{/!
!
Pqvykvjuvcpfkpi!vjg!cdqxg-!wpfgt!pq!ektewouvcpegu!yknn!vjg!Urgekcn!Vcz!ngxkgf!cickpuv!
cp{!Cuuguuqt„u!Rctegn!qh!Tgukfgpvkcn!Rtqrgtv{!hqt!yjkej!cp!qeewrcpe{!rgtokv!hqt!rtkxcvg!
tgukfgpvkcn!wug!jcu!dggp!kuuwgf!dg!kpetgcugf!d{!oqtg!vjcp!vgp!rgtegpv!cu!c!eqpugswgpeg!
qh!fgnkpswgpe{!qt!fghcwnv!d{!vjg!qypgt!qh!cp{!qvjgt!Cuuguuqt„u!Rctegn!ykvjkp!EHF!Pq/!
3116!2/!
!

G/! GZGORVKQPU!
!
Pq!Urgekcn!Vczgu! ujcnn!dg! ngxkgf!qp!Rwdnke!Rtqrgtv{-!Tgnkikqwu!Rtqrgtv{-! cpf!Rtqrgtv{!
Cuuqekcvkqp!Rtqrgtv{-!uq!nqpi!cu!vjg!Cetgcig!qh!Vczcdng!Rtqrgtv{!ykvjkp!!EHF!Pq/!3116.
2!!ku!cv!ngcuv!69/82!Cetgu/!Vcz.gzgorv!uvcvwu!yknn!dg!cuukipgf!d{!vjg!EHF!Cfokpkuvtcvqt!
kp! vjg! ejtqpqnqikecn! qtfgt! kp! yjkej! rtqrgtv{! dgeqogu! Rtqrgtv{! Qypgt! Cuuqekcvkqp!
Rtqrgtv{-!Rwdnke!Rtqrgtv{!qt!Tgnkikqwu!Rtqrgtv{/!!Jqygxgt-!ujqwnf!cp!Cuuguuqt„u!Rctegn!
pq! nqpigt! dg! encuukhkgf! cu! Rtqrgtv{! Qypgt! Cuuqekcvkqp! Rtqrgtv{-! Rwdnke! Rtqrgtv{! qt!
Tgnkikqwu!Rtqrgtv{-!kvu!vcz.gzgorv!uvcvwu!yknn!dg!tgxqmgf/!
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!
Vq! vjg! gzvgpv! vjcv! vjg! gzgorvkqp!qh! cp!Cuuguuqt„u!Rctegn! qh!Rwdnke!Rtqrgtv{-!Tgnkikqwu!
Rtqrgtv{-! qt! Rtqrgtv{! Cuuqekcvkqp! Rtqrgtv{! yqwnf! tgfweg! vjg! Cetgcig! qh! Vczcdng!
Rtqrgtv{!ykvjkp! ! EHF!Pq/! 3116.2! ! dgnqy! 69/82!Cetgu-! uwej!Cuuguuqt„u! Rctegn! ujcnn! dg!
encuukhkgf! cu!Vczcdng!Rwdnke!Rtqrgtv{-!Vczcdng!Tgnkikqwu!Rtqrgtv{-! qt!Vczcdng!Rtqrgtv{!
Cuuqekcvkqp!Rtqrgtv{-! cu!crrnkecdng-! cpf!ujcnn!dg! uwdlgev! vq! vjg! ngx{!qh! vjg!Urgekcn!Vcz!
cpf! ujcnn! dg! vczgf!cu!rctv! qh! vjg! hqwtvj! uvgr! kp!Ugevkqp!F!cdqxg-! cv!wr! vq!211&!qh! vjg!
crrnkecdng! Oczkowo! Urgekcn! Vcz! hqt! Vczcdng! Rtqrgtv{! Qypgt! Cuuqekcvkqp! Rtqrgtv{-!
Vczcdng!Rwdnke!Rtqrgtv{!qt!Vczcdng!Tgnkikqwu!Rtqrgtv{/!
!

H/! TGXKGY0CRRGCN!EQOOKVVGG!
!
Vjg! Dqctf! ujcnn! guvcdnkuj! cu! rctv! qh! vjg! rtqeggfkpiu! cpf! cfokpkuvtcvkqp! qh! EHF! Pq/!
3116.2!c!urgekcn!vjtgg.ogodgt!Tgxkgy0Crrgcn!Eqookvvgg/!!Cp{!ncpfqypgt!qt!tgukfgpv!
yjq!hggnu!vjcv!vjg!coqwpv!qh!vjg!Urgekcn!Vcz!ngxkgf!qp!vjgkt!Cuuguuqt„u!Rctegn!ku!kp!gttqt!
oc{! hkng! c! pqvkeg! ykvj! vjg! Tgxkgy0Crrgcn! Eqookvvgg! crrgcnkpi! vjg! coqwpv! qh! vjg!
Urgekcn! Vcz! ngxkgf! qp! uwej! Cuuguuqt„u! Rctegn/! ! Vjg! Tgxkgy0Crrgcn! Eqookvvgg! ujcnn!
kpvgtrtgv! vjku!Tcvg!cpf!Ogvjqf!qh!Crrqtvkqpogpv!cpf!ocmg!fgvgtokpcvkqpu!tgncvkxg!vq!
vjg!cppwcn!cfokpkuvtcvkqp!qh!vjg!Urgekcn!Vcz!cpf!cp{!ncpfqypgt!qt!tgukfgpv!crrgcnu-!cu!
jgtgkp! urgekhkgf/! ! Vjg! fgekukqp! qh! vjg! Tgxkgy0Crrgcn! Eqookvvgg! ujcnn! dg! hkpcn! cpf!
dkpfkpi!cu!vq!cnn!rgtuqpu/!
!

I/! OCPPGT!QH!EQNNGEVKQP!
!
Vjg!Urgekcn!Vcz!ujcnn!dg!eqnngevgf!kp!vjg!ucog!ocppgt!cpf!cv!vjg!ucog!vkog!cu!qtfkpct{!
cf!xcnqtgo!rtqrgtv{!vczgu=!rtqxkfgf-!jqygxgt-!vjcv!EHF!Pq/!3116.2!oc{!fktgevn{!dknn!vjg!
Urgekcn! Vcz-! oc{! eqnngev! Urgekcn! Vczgu! cv! c! fkhhgtgpv! vkog! qt! kp! c! fkhhgtgpv! ocppgt! kh!
pgeguuct{! vq! oggv! kvu! hkpcpekcn! qdnkicvkqpu-! cpf! oc{! eqxgpcpv! vq! hqtgenqug! cpf! oc{!
cevwcnn{!hqtgenqug!qp!fgnkpswgpv!Cuuguuqt„u!Rctegnu!cu!rgtokvvgf!d{!vjg!Cev/!
!

J/! RTGRC[OGPV!QH!URGEKCN!VCZ!
!
Vjg!hqnnqykpi!fghkpkvkqpu!crrn{!vq!vjku!Ugevkqp!J<!
!
•EHF!Rwdnke!Hceknkvkgu–!ogcpu!gkvjgt!%26/9!oknnkqp!kp!3122!fqnnctu-!yjkej!ujcnn!kpetgcug!
d{!vjg!Eqpuvtwevkqp!Kphncvkqp!Kpfgz!qp!Lwn{!2-!3123-!cpf!qp!gcej!Lwn{!2!vjgtgchvgt-!qt!uwej!
nqygt! pwodgt! cu! )k*! ujcnn! dg! fgvgtokpgf! d{! vjg! EHF! Cfokpkuvtcvqt! cu! uwhhkekgpv! vq!
rtqxkfg! vjg! rwdnke! hceknkvkgu! vq! dg! rtqxkfgf! d{! EHF!Pq/! 3116.2! wpfgt! vjg! cwvjqtk|gf!
hkpcpekpi! rtqitco! hqt! EHF! Pq/! 3116.2-! qt! )kk*! ujcnn! dg! fgvgtokpgf! d{! vjg! Dqctf!
eqpewttgpvn{!ykvj!c!eqxgpcpv!vjcv!kv!yknn!pqv! kuuwg!cp{!oqtg!Dqpfu!vq!dg!uwrrqtvgf!d{!
Urgekcn! Vczgu! ngxkgf! wpfgt! vjku! Tcvg! cpf! Ogvjqf! qh! Crrqtvkqpogpv! cu! fguetkdgf! kp!
Ugevkqp!F/!
!
•Eqpuvtwevkqp!Hwpf–!ogcpu!cp!ceeqwpv!urgekhkecnn{! kfgpvkhkgf!kp! vjg!Kpfgpvwtg!vq!jqnf!
hwpfu! yjkej! ctg! ewttgpvn{! cxckncdng! hqt! gzrgpfkvwtg! vq! ceswktg! qt! eqpuvtwev! rwdnke!
hceknkvkgu!gnkikdng!wpfgt!vjg!Cev/!
!
•Eqpuvtwevkqp!Kphncvkqp!Kpfgz–!ogcpu!vjg!cppwcn!rgtegpvcig!ejcpig!kp!vjg!Gpikpggtkpi!
Pgyu! Tgeqtf! Dwknfkpi! Equv! Kpfgz! hqt! vjg! Ekv{! qh! Nqu! Cpigngu-! ogcuwtgf! cu! qh! vjg!
ecngpfct!{gct!yjkej!gpfu!kp!vjg!rtgxkqwu!Hkuecn![gct/!!Kp!vjg!gxgpv!vjku!kpfgz!egcugu!vq!dg!
rwdnkujgf-!vjg!Eqpuvtwevkqp!Kphncvkqp!Kpfgz!ujcnn!dg!cpqvjgt!kpfgz!cu!fgvgtokpgf!d{!vjg!
EHF! Cfokpkuvtcvqt! vjcv! ku! tgcuqpcdn{! eqorctcdng! vq! vjg! Gpikpggtkpi! Pgyu! Tgeqtf!
Dwknfkpi!Equv!Kpfgz!hqt!vjg!Ekv{!qh!Nqu!Cpigngu/!
!
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•Hwvwtg!Hceknkvkgu!Equvu–!ogcpu!vjg!EHF!Rwdnke!Hceknkvkgu!okpwu!)k*!rwdnke!hceknkv{!equvu!
rtgxkqwun{! rckf! htqo! vjg! Eqpuvtwevkqp! Hwpf=! )kk*!oqpg{u! ewttgpvn{! qp! fgrqukv! kp! vjg!
Eqpuvtwevkqp!Hwpf=!cpf!)kkk*!oqpg{u!ewttgpvn{!qp!fgrqukv!kp!cp!guetqy!hwpf-!kh!cp{-!vjcv!
ctg!gzrgevgf!vq!dg!cxckncdng!vq!hkpcpeg!rwdnke!hceknkvkgu!equvu/!
!
•Qwvuvcpfkpi! Dqpfu–! ogcpu! cnn! Rtgxkqwun{! Kuuwgf! Dqpfu! yjkej! ctg! fggogf! vq! dg!
qwvuvcpfkpi!wpfgt! vjg! Kpfgpvwtg!chvgt! vjg! hktuv! kpvgtguv!cpf0qt!rtkpekrcn!rc{ogpv!fcvg!
hqnnqykpi!vjg!ewttgpv!Hkuecn![gct/!
!
•Rtgxkqwun{!Kuuwgf!Dqpfu–!ogcpu!cnn!Dqpfu!vjcv!jcxg!dggp!kuuwgf!d{!EHF!Pq/!3116.2!
rtkqt!vq!vjg!fcvg!qh!rtgrc{ogpv/!
!
2/! Rtgrc{ogpv!kp!Hwnn!
!

Cnn! Cuuguuqt„u! Rctegnu! qh! Fgxgnqrgf! Rtqrgtv{! cpf! Cuuguuqt„u! Rctegnu! qh!
Wpfgxgnqrgf! Rtqrgtv{! hqt! yjkej! c! dwknfkpi! rgtokv! jcu! dggp! kuuwgf! oc{! dg!
rtgrckf/!!Vjg!Urgekcn!Vcz!qdnkicvkqp!crrnkecdng!vq!uwej!Cuuguuqt(u!Rctegn!kp!EHF!
Pq/! 3116.2!oc{! dg! hwnn{! rtgrckf! cpf! vjg! qdnkicvkqp! qh! vjg!Cuuguuqt(u! Rctegn! vq!
rc{! vjg! Urgekcn!Vcz! rgtocpgpvn{! ucvkuhkgf! cu!fguetkdgf!jgtgkp=!rtqxkfgf! vjcv! c!
rtgrc{ogpv! oc{! dg! ocfg! qpn{! kh! vjgtg! ctg! pq! fgnkpswgpv! Urgekcn! Vczgu! ykvj!
tgurgev! vq! uwej!Cuuguuqt(u!Rctegn!qt!cp{!qvjgt!Cuuguuqt„u!Rctegn!qypgf!d{!uwej!
qypgt!cv!vjg!vkog!qh!rtgrc{ogpv/!!Cp!qypgt!qh!cp!Cuuguuqt(u!Rctegn!kpvgpfkpi!vq!
rtgrc{! vjg! Urgekcn! Vcz! qdnkicvkqp! ujcnn! rtqxkfg! vjg! EHF! Cfokpkuvtcvqt! ykvj!
ytkvvgp! pqvkeg! qh! kpvgpv! vq! rtgrc{/! !Ykvjkp! 41! fc{u! qh! tgegkrv! qh! uwej! ytkvvgp!
pqvkeg-! vjg! EHF! Cfokpkuvtcvqt! ujcnn! pqvkh{! uwej! qypgt! qh! vjg! rtgrc{ogpv!
coqwpv!qh! uwej!Cuuguuqt(u!Rctegn/! !Vjg!EHF!Cfokpkuvtcvqt!yknn! ejctig!c! hgg! vq!
vjg!qypgt!tgswguvkpi!rtgrc{ogpv!hqt!rtqxkfkpi!vjku!hkiwtg/!!Rtgrc{ogpv!owuv!dg!
ocfg! pqv! nguu! vjcp! 56! fc{u! rtkqt! vq! vjg! pgzv! qeewttkpi! fcvg! vjcv! pqvkeg! qh!
tgfgorvkqp!qh!Dqpfu!htqo!vjg!rtqeggfu!qh!uwej!rtgrc{ogpv!oc{!dg!ikxgp!vq!vjg!
Vtwuvgg!rwtuwcpv!vq!vjg!Kpfgpvwtg/!
!
Vjg! Rtgrc{ogpv! Coqwpv! )fghkpgf! dgnqy*! ujcnn! dg! ecnewncvgf! cu! uwooctk|gf!
dgnqy!)ecrkvcnk|gf!vgtou!cu!fghkpgf!dgnqy*<!
!

Dqpf!Tgfgorvkqp!Coqwpv!
rnwu! Tgfgorvkqp!Rtgokwo!
rnwu! Hwvwtg!Hceknkvkgu!Coqwpv!
rnwu! Fghgcucpeg!Coqwpv!
rnwu! Cfokpkuvtcvkxg!Hggu!cpf!Gzrgpugu!
nguu! Tgugtxg!Hwpf!Etgfkv!!
nguu! Ecrkvcnk|gf!Kpvgtguv!Etgfkv!

Vqvcn<! gswcnu! Rtgrc{ogpv!Coqwpv!
!
Cu! qh! vjg! rtqrqugf! fcvg! qh! rtgrc{ogpv-! vjg! Rtgrc{ogpv! Coqwpv! )fghkpgf!
dgnqy*!ujcnn!dg!ecnewncvgf!cu!hqnnqyu<!
!
Rctcitcrj!Pq/<!
!
2/! Eqphkto! vjcv! pq! Urgekcn! Vcz! fgnkpswgpekgu! crrn{! vq! uwej! Cuuguuqt„u!

Rctegn/!
!
3/! Hqt! Cuuguuqt„u! Rctegnu! qh! Fgxgnqrgf! Rtqrgtv{! eqorwvg! vjg! Cuukipgf!

Urgekcn!Vcz!cpf!Dcemwr!Urgekcn!Vcz!crrnkecdng!hqt!vjg!Cuuguuqt„u!Rctegn!vq!
dg!rtgrckf/!!Hqt!Cuuguuqt„u!Rctegnu!qh!Wpfgxgnqrgf!Rtqrgtv{!)hqt!yjkej!c!
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dwknfkpi!rgtokv!jcu!dggp!kuuwgf*-!eqorwvg!vjg!Cuukipgf!Urgekcn!Vcz!cpf!
Dcemwr! Urgekcn! Vcz! hqt! vjcv! Cuuguuqt„u! Rctegn! cu! vjqwij! kv!ycu! cntgcf{!
fgukipcvgf! cu! Fgxgnqrgf! Rtqrgtv{-! dcugf! wrqp! vjg! dwknfkpi! rgtokv!
yjkej!jcu!cntgcf{!dggp!kuuwgf!hqt!vjcv!Cuuguuqt„u!Rctegn/!!

!
4/! )c*!Fkxkfg! vjg!Cuukipgf!Urgekcn!Vcz! eqorwvgf!rwtuwcpv! vq!rctcitcrj!3!

d{! vjg! vqvcn! guvkocvgf! Cuukipgf! Urgekcn! Vczgu! hqt! vjg! gpvktg! EHF! Pq/!
3116.2! dcugf! qp! vjg! Fgxgnqrgf! Rtqrgtv{! Urgekcn! Vczgu!yjkej! eqwnf! dg!
ejctigf!kp! vjg!ewttgpv!Hkuecn![gct!qp!cnn!gzrgevgf!fgxgnqrogpv! vjtqwij!
dwknfqwv!qh!EHF!Pq/!3116.2-!gzenwfkpi!cp{!Cuuguuqt„u!Rctegnu!yjkej!jcxg!
dggp!rtgrckf-!cpf!!

!
! )d*!Fkxkfg!vjg!Dcemwr!Urgekcn!Vcz!eqorwvgf!rwtuwcpv!vq!rctcitcrj!3!d{!

vjg!guvkocvgf!Dcemwr!Urgekcn!Vczgu!cv!dwknfqwv!qh!EHF!Pq/!3116.2!wukpi!
vjg!Dcemwr!Urgekcn!Vcz!coqwpv!hqt!vjg!ewttgpv!Hkuecn![gct-!gzenwfkpi!cp{!
Cuuguuqt„u!Rctegnu!yjkej!jcxg!dggp!rtgrckf/!

!
5/! Ownvkrn{!vjg!nctigt!swqvkgpv!eqorwvgf!rwtuwcpv!vq!rctcitcrj!4)c*!qt!4)d*!

d{!vjg!Qwvuvcpfkpi!Dqpfu!vq!eqorwvg!vjg!coqwpv!qh!Qwvuvcpfkpi!Dqpfu!
vq!dg!tgvktgf!cpf!rtgrckf!)vjg!�Dqpf!Tgfgorvkqp!Coqwpv‚*/!

!
6/! Ownvkrn{! vjg! Dqpf! Tgfgorvkqp! Coqwpv! eqorwvgf! rwtuwcpv! vq!

rctcitcrj! 5! d{! vjg! crrnkecdng! tgfgorvkqp! rtgokwo-! kh! cp{-! qp! vjg!
Qwvuvcpfkpi!Dqpfu!vq!dg!tgfggogf!)vjg!�Tgfgorvkqp!Rtgokwo‚*/!

!
7/! Eqorwvg!vjg!ewttgpv!Hwvwtg!Hceknkvkgu!Equvu/!
!
8/! Ownvkrn{!vjg!nctigt!swqvkgpv!eqorwvgf!rwtuwcpv!vq!rctcitcrj!4)c*!qt!4)d*!

d{! vjg! coqwpv! fgvgtokpgf! rwtuwcpv! vq! rctcitcrj! 7! vq! eqorwvg! vjg!
coqwpv! qh! Hwvwtg! Hceknkvkgu! Equvu! vq! dg! rtgrckf! )vjg! �Hwvwtg! Hceknkvkgu!
Coqwpv‚*/!

!
9/! Eqorwvg! vjg! coqwpv! pggfgf! vq! rc{! kpvgtguv! qp! vjg! Dqpf! Tgfgorvkqp!

Coqwpv! htqo! vjg! hktuv! dqpf! kpvgtguv! cpf0qt! rtkpekrcn! rc{ogpv! fcvg!
hqnnqykpi!vjg!ewttgpv!Hkuecn![gct!wpvkn!vjg!gctnkguv!tgfgorvkqp!fcvg!hqt!vjg!
Qwvuvcpfkpi!Dqpfu/!!

!
;/! Fgvgtokpg!vjg!Urgekcn!Vczgu!ngxkgf!qp!vjg!Cuuguuqt„u!Rctegn!kp!vjg!ewttgpv!

Hkuecn![gct!yjkej!jcxg!pqv!{gv!dggp!rckf/!
!
21/! Eqorwvg! vjg! okpkowo! coqwpv! vjg! EHF! Cfokpkuvtcvqt! tgcuqpcdn{!

gzrgevu!vq!fgtkxg!htqo!vjg!tgkpxguvogpv!qh!vjg!Rtgrc{ogpv!Coqwpv! nguu!
vjg!Hwvwtg!Hceknkvkgu!Coqwpv!cpf!vjg!Cfokpkuvtcvkxg!Hggu!cpf!Gzrgpugu!
htqo! vjg! fcvg! qh! rtgrc{ogpv! wpvkn! vjg! tgfgorvkqp! fcvg! hqt! vjg!
Qwvuvcpfkpi!Dqpfu!vq!dg!tgfggogf!ykvj!vjg!rtgrc{ogpv/!

!
22/! Cff!vjg!coqwpvu!eqorwvgf!rwtuwcpv!vq!rctcitcrju!9!cpf!;!cpf!uwdvtcev!

vjg! coqwpv! eqorwvgf! rwtuwcpv! vq! rctcitcrj! 21! )vjg! �Fghgcucpeg!
Coqwpv‚*/!

!
23/! Xgtkh{!vjg!cfokpkuvtcvkxg!hggu!cpf!gzrgpugu!qh!Pq/!3116.2-! kpenwfkpi!vjg!

equvu! qh! eqorwvcvkqp! qh! vjg! rtgrc{ogpv-! vjg! equvu! vq! kpxguv! vjg!
rtgrc{ogpv! rtqeggfu-! vjg! equvu! qh! tgfggokpi! Dqpfu-! cpf! vjg! equvu! qh!
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tgeqtfkpi! cp{! pqvkegu! vq! gxkfgpeg! vjg! rtgrc{ogpv! cpf! vjg! tgfgorvkqp!
)vjg!�Cfokpkuvtcvkxg!Hggu!cpf!Gzrgpugu‚*/!

!
24/! Vjg!tgugtxg!hwpf!etgfkv!)vjg!�Tgugtxg!Hwpf!Etgfkv‚*!ujcnn!gswcn!vjg!nguugt!

qh<! )c*! vjg! gzrgevgf! tgfwevkqp! kp! vjg! tgugtxg! tgswktgogpv! )cu! fghkpgf! kp!
vjg! Kpfgpvwtg*-! kh! cp{-! cuuqekcvgf! ykvj! vjg! tgfgorvkqp! qh! Qwvuvcpfkpi!
Dqpfu! cu! c! tguwnv! qh! vjg! rtgrc{ogpv-! qt! )d*! vjg! coqwpv! fgtkxgf! d{!
uwdvtcevkpi!vjg!pgy!tgugtxg!tgswktgogpv!)cu!fghkpgf!kp!vjg!Kpfgpvwtg*!kp!
ghhgev! chvgt! vjg! tgfgorvkqp! qh! Qwvuvcpfkpi! Dqpfu! cu! c! tguwnv! qh! vjg!
rtgrc{ogpv! htqo! vjg! dcncpeg! kp! vjg! tgugtxg! hwpf! qp! vjg! rtgrc{ogpv!
fcvg-!dwv!kp!pq!gxgpv!ujcnn!uwej!coqwpv!dg!nguu!vjcp!|gtq/!

!
25/! Kh!cp{!ecrkvcnk|gf! kpvgtguv! hqt! vjg!Qwvuvcpfkpi!Dqpfu!yknn!pqv!jcxg!dggp!

gzrgpfgf! cv! vjg! vkog! qh! vjg! hktuv! kpvgtguv! cpf0qt! rtkpekrcn! rc{ogpv!
hqnnqykpi! vjg! ewttgpv! Hkuecn! [gct-! c! ecrkvcnk|gf! kpvgtguv! etgfkv! ujcnn! dg!
ecnewncvgf! d{! ownvkrn{kpi! vjg! nctigt! swqvkgpv! eqorwvgf! rwtuwcpv! vq!
rctcitcrj!4)c*!qt!4)d*!d{!vjg!gzrgevgf!dcncpeg!kp!vjg!ecrkvcnk|gf!kpvgtguv!
hwpf!chvgt!uwej!hktuv!kpvgtguv!cpf0qt!rtkpekrcn!rc{ogpv!)vjg!�Ecrkvcnk|gf!
Kpvgtguv!Etgfkv‚*/!

!
26/! Vjg! Urgekcn! Vcz! rtgrc{ogpv! ku! gswcn! vq! vjg! uwo! qh! vjg! coqwpvu!

eqorwvgf! rwtuwcpv! vq! rctcitcrju! 5-! 6-! 8-! 22! cpf! 23-! nguu! vjg! coqwpvu!
eqorwvgf! rwtuwcpv! vq! rctcitcrju! 24! cpf! 25! )vjg! �Rtgrc{ogpv!
Coqwpv‚*/!

!
27/! Htqo! vjg! Rtgrc{ogpv! Coqwpv-! vjg! coqwpvu! eqorwvgf! rwtuwcpv! vq!

rctcitcrju! 5-! 6-! 22-! 24! cpf! 25! ujcnn! dg! fgrqukvgf! kpvq! vjg! crrtqrtkcvg!
hwpf! cu! guvcdnkujgf! wpfgt! vjg! Kpfgpvwtg! cpf! dg! wugf! vq! tgvktg!
Qwvuvcpfkpi! Dqpfu! qt! ocmg! fgdv! ugtxkeg! rc{ogpvu/! ! Vjg! coqwpv!
eqorwvgf! rwtuwcpv! vq! rctcitcrj! 8! ujcnn! dg! fgrqukvgf! kpvq! vjg!
Eqpuvtwevkqp! Hwpf/! ! Vjg! coqwpv! eqorwvgf! rwtuwcpv! vq! rctcitcrj! 23!
ujcnn!dg!tgvckpgf!d{!EHF!Pq/!3116.2/!
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APPENDIX D 

SUMMARY OF CERTAIN PROVISIONS OF THE FISCAL AGENT AGREEMENT 

The following is a brief summary of certain provisions of the Fiscal Agent Agreement relating to 
the above-referenced 2016 Bonds. This summary is not intended to be definitive and is qualified in its 
entirety by reference to such Fiscal Agent Agreement for the complete terms of the Fiscal Agent Agreement. 
Copies of the Fiscal Agent Agreement are available upon request from the Capistrano Unified School 
District. 

DEFINITIONS 

The following are summaries of definitions of certain terms used in this Summary. All capitalized 
terms not defined in the Fiscal Agent Agreement or elsewhere in the Official Statement have the meaning(s) 
set forth in the Fiscal Agent Agreement. 

“Act” means the Mello-Roos Community Facilities Act of 1982, as amended, being Section 53311, 
et seq., of the Government Code of the State and any successor provisions thereto. 

“Administrative Expense Fund” means the fund of that name established under, and held by the 
Fiscal Agent pursuant to the Fiscal Agent Agreement.

“Administrative Expense Requirement” means the amount $53,060 for Fiscal Year 2016-17, 
escalating 2.00% each Fiscal Year thereafter, as further set forth in, and subject to the provisions and 
limitations of the Fiscal Agent Agreement.

“Administrative Expenses” means the administrative costs with respect to the calculation and 
collection of the Special Taxes and any other costs related to the Bonds, including the fees and expenses of 
the Fiscal Agent and any persons, parties, consultants or attorneys employed pursuant to the Fiscal Agent 
Agreement, costs and legal expenses of foreclosure actions undertaken pursuant to the terms of the Fiscal 
Agent Agreement to the extent not recovered pursuant to statutory authorization, costs otherwise incurred 
by the Community Facilities District in order to carry out the authorized purposes of the Bonds, including 
statutory disclosure and reporting requirements for the Community Facilities District and reporting 
requirements, rebate compliance and “Administrative Expenses” as defined in the Rate and Method.

“Annual Debt Service” means, with respect to the Outstanding Bonds, for each Bond Year, the 
sum of (a) the interest payable on such Bonds in such Bond Year, assuming the Bonds are retired as 
scheduled, and (b) the principal amount of the Outstanding Bonds scheduled to be paid in such Bond Year.

“Authorized Investments” means, subject to the Fiscal Agent Agreement, any of the following 
investments, if and to the extent the same are at the time legal for investment of the School District’s funds:

(a) United States Treasury notes, bonds, bills, or certificates of indebtedness, or those for 
which the faith and credit of the United States are pledged for the payment of principal and interest, and 
which have a maximum term to maturity not to exceed three years. 

(b) Obligations of any of the following federal agencies which obligations represent the full 
faith and credit of the United States of America, and which have a maximum term to maturity not to exceed 
three years, including: 

• Export-Import Bank 
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• Farm Credit System Financial Assistance Corporation 

• Rural Economic Community Development Administration (formerly the Farmers 
Home Administration) 

• General Services Administration 

• U.S. Maritime Administration 

• Small Business Administration 

• Government National Mortgage Association (GNMA) 

• U.S. Department of Housing & Urban Development (PHA’s) 

• Federal Housing Administration 

• Federal Financing Bank. 

(c) Direct obligations of any of the following federal agencies which obligations are not fully 
guaranteed by the full faith and credit of the United States of America, and which have a maximum term to 
maturity not to exceed three years: 

• Senior debt obligations rated “Aaa” by Moody’s and “AAA” by Standard & Poor’s 
issued by the Federal National Mortgage Association (FNMA) or Federal Home Loan 
Mortgage Corporation (FHLMC) 

• Obligations of the Resolution Funding Corporation (REFCORP) 

• Senior debt obligations of the Federal Home Loan Bank System. 

(d) Registered state warrants or treasury notes or bonds of the State, including bonds payable 
solely out of the revenues from a revenue-producing property owned, controlled, or operated by the State 
or by a department, board, agency, or authority of the State, which are rated in one of the two highest short-
term or long-term rating categories by Moody’s or Standard & Poor’s. 

(e) Registered bonds, notes, warrants or other evidences of indebtedness of any local agency 
of the State, including bonds payable solely out of revenues from a revenue-producing property owned, 
controlled, or operated by the local agency, where the interest on such local agency obligation is exempt 
from federal and State income taxes and which are rated in one of the two highest short-term or long-term 
rating categories by Moody’s or Standard & Poor’s. 

(f) Deposit accounts, time certificates of deposit or negotiable certificates of deposit issued by 
a state or nationally chartered bank or trust company, which may include the Fiscal Agent or its affiliates, 
or a state or federal savings and loan association; provided, that the certificates of deposit shall be one or 
more of the following: 

(1) Continuously and fully insured by the Federal Deposit Insurance Corporation. 

(2) Continuously and fully secured by securities described in clause (a) or (b) above 
which shall have a market value, as determined on a marked-to-market basis calculated at least 
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weekly, and exclusive of accrued interest, or not less than 102% of the principal amount of the 
certificates of deposit. 

(g) Commercial paper of “prime” quality of the highest ranking or of the highest letter and 
numerical rating as provided by Moody’s and Standard & Poor’s, which commercial paper is limited to 
issuing corporations that are organized and operating within the United States of America and that have 
total assets in excess of $500,000,000 and that have an “A” or higher rating for the issuer’s debentures, 
other than commercial paper, by Moody’s and Standard & Poor’s, provided that purchases of eligible 
commercial paper may not exceed 180 days’ maturity nor represent more than 10% of the outstanding 
commercial paper of an issuing corporation. Purchases of commercial paper may not exceed 20% of the 
invested proceeds of the Bonds. 

(h) A repurchase agreement with a state or nationally chartered bank or trust company or a 
national banking association or government bond dealer reporting to, trading with, and recognized as a 
primary dealer by the Federal Reserve Bank of New York the long-term debt of which is rated at least “AA” 
by Standard & Poor’s or “Aa2” by Moody’s, provided that all of the following conditions are satisfied: 

(1) (A) the agreement is secured by any one or more of the securities described in 
clause (a) above of this definition of Authorized Investments (“Underlying Securities”); 

(B) the Underlying Securities are required by the repurchase agreement to be 
held by a bank, trust company, or primary dealer having a combined capital and surplus of 
at least $100,000,000 and which is independent of the issuer of the repurchase agreement 
(“Holder of Collateral”) and the Underlying Securities have been transferred to the Holder 
of Collateral in accordance with applicable state and federal laws (other than by means of 
entries on the transferor’s books); and 

(C) the Underlying Securities are maintained at a market value, as determined 
on a marked-to-market basis calculated at least weekly, of not less than 103% of the amount 
so invested and at such levels and additional conditions not otherwise in conflict with the 
terms above as would be acceptable to Standard & Poor’s or Moody’s so as to maintain, 
respectively, an “AA” or “Aa2” rating in an “AA” or “Aa2” rated structured financing 
(with a market value approach). 

(2) The repurchase agreement shall provide that if during its term the provider’s rating 
by Moody’s and Standard & Poor’s is withdrawn or suspended or falls below “AA-” by Standard 
& Poor’s or “Aa3” by Moody’s, as appropriate, the provider must within 10 days of receipt of 
direction from the Community Facilities District, repurchase all collateral and terminate the 
agreement, with no penalty or premium to the Community Facilities District or Fiscal Agent. 

(i) Any investment agreement or guaranteed investment contract with, or guaranteed by, a 
financial institution, the long-term unsecured obligations of which are rated “AA” or “Aa2” or better by 
Standard & Poor’s or Moody’s, respectively, at the time of initial investment. The investment agreement 
shall be subject to a downgrade provision with at least the following requirements: 

(1) Within five Business Days after the Provider’s long-term unsecured credit rating 
has been reduced below “AA-” by Standard & Poor’s or below “Aa3” by Moody’s (these events 
are called “Rating Downgrades”), the Provider shall give notice to the Fiscal Agent and the 
Community Facilities District and, within the five-day period, and for as long as the Rating 
Downgrade is in effect, shall deliver or transfer in the name of the Community Facilities District to 
the Fiscal Agent or a third party acceptable to the Community Facilities District acting solely as 
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agent therefore (Holder of Collateral) (other than by means of entries on the Provider’s books) 
federal securities allowed as investments under clause (a) above with aggregate current market 
value equal to at least 105% of the principal amount of the investment agreement invested with the 
Provider at that time, and shall deliver additional such federal securities as needed to maintain an 
aggregate current market value equal to at least 105% of the principal amount of the investment 
agreement within three days after each evaluation date, which shall be at least weekly. 

(2) If the Provider’s long-term unsecured credit rating is withdrawn, suspended, other 
than because of general withdrawal or suspension by Moody’s or Standard & Poor’s from the 
practice of rating that debt, or reduced below “A3” by Moody’s or below “A-” by Standard & 
Poor’s, the Provider shall give notice of the downgrade to the Community Facilities District and 
the Fiscal Agent and the Community Facilities District shall direct the Fiscal Agent to, upon five 
Business Days’ written notice to the Provider, withdraw the investment agreement, with accrued 
but unpaid interest thereon to the date of withdrawal, and terminate such agreement. 

(j) A taxable or tax exempt government money market portfolio mutual fund restricted to 
obligations with either maturities of one year or less or a dollar weighted average maturity of 120 days or 
less, and either issued, guaranteed or collateralized as to payment of principal and interest by the full faith 
and credit of the United States of America or rated in one of the three highest categories by Moody’s or 
Standard & Poor’s. Such money market funds may include funds for which the Fiscal Agent, its affiliates 
or subsidiaries provide investment advisory or other management services. 

(k) The Local Agency Investment Fund referred to in Section 16429.1 of the Government 
Code of the State to the extent the Fiscal Agent may deposit and withdraw funds directly. 

“Authorized Representative(s)” or “District Representative(s)” means an officer of the School 
District authorized to provide written directives on behalf of the Community Facilities District, which shall 
include the School District’s Deputy Superintendent, Business and Support Services, and such other persons 
as shall be designated in writing by the Deputy Superintendent, Business and Support Services .

“Board” or “Board of Trustees” means the Board of Trustees of the Capistrano Unified School 
District.

“Bond” or “Bonds” means the 2016 Bond(s) and any Parity Bond(s). 

“Bond Authorization Resolution” has the meaning set forth in the Fiscal Agent Agreement.

“Bond Counsel” means a firm of nationally recognized bond attorneys.

“Bond Fund” means the fund of that name established under, and held by the Fiscal Agent 
pursuant to the Fiscal Agent Agreement.

“Bond Register” means the books which the Fiscal Agent shall keep or cause to be kept on which 
the registration and transfer of the Bonds shall be recorded.

“Bond Year” means each twelve month period extending from September 2 in one calendar year 
to September 1 of the succeeding calendar year, both dates inclusive.

“Bondowner(s)” or “Owner(s)” means the person or persons in whose name or names any Bond 
is registered.
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“Business Day” means a day which is not a Saturday or a Sunday or a day on which banks in Los 
Angeles, California, and New York, New York, are not required or permitted to be closed.

“City” means the City of San Juan Capistrano.

“City Facilities” means public facilities of the City authorized to be constructed, acquired and 
financed under the Formation Resolution, the Bond Authorization Resolution and the Joint Community 
Facilities Agreement.

“City Facilities Account” means the account of that name within the Construction Fund 
established under, and held by the Fiscal Agent pursuant to the Fiscal Agent Agreement.

“Code” means the Internal Revenue Code of 1986, as amended, and any successor provisions 
thereto.

“Community Facilities District” means Community Facilities District No. 2005-1 of the 
Capistrano Unified School District (Whispering Hills).

“Completion Date” means the date on which the Project, or portion thereof, is completed and all 
Project Costs have been paid as evidenced by a certificate to that effect delivered to the Fiscal Agent by the 
Community Facilities District. 

“Construction Fund” means the fund of that name established under, and held by the Fiscal Agent 
pursuant to the Fiscal Agent Agreement. 

“Continuing Disclosure Certificate” shall mean a Community Facilities Continuing Disclosure 
Certificate provided by the School District on behalf of the Community Facilities District, dated the 
Delivery Date, as originally executed and as it may be amended from time to time in accordance with the 
terms thereof, with respect to the 2016 Bonds or any Parity Bonds.

“Costs of Issuance” means items of expense payable or reimbursable directly or indirectly by the 
Community Facilities District or School District and related to the formation of the Community Facilities 
District and the authorization, sale and issuance of the Bonds, which items of expense shall include, but not 
be limited to, printing costs, cost of reproducing and binding documents, closing costs, appraisal costs, 
filing and recording fees, fees and expenses of counsel to the Community Facilities District or School 
District, initial fees and expenses of the Fiscal Agent, including its first annual administration fee and fees 
of its counsel, expenses incurred by the Community Facilities District and the School District in connection 
with the issuance of the Bonds and the establishment of the Community Facilities District, legal fees and 
charges, including Bond Counsel and Disclosure Counsel, financial advisor fees, special tax consultant’s 
fees, appraiser’s fees, market absorption consultant’s fees, and other consultants fees, charges for execution, 
transportation and safekeeping of the Bonds and other costs, charges and fees in connection with the 
foregoing, including any funds advanced by the Original Landowner and Developer for the foregoing items 
of expense.

“Costs of Issuance Account” means the account of that name within the Construction Fund 
established under, and held by the Fiscal Agent pursuant to the Fiscal Agent Agreement.

“Dated Date” or “Delivery Date” means the date the 2016 Bonds are delivered, and with respect 
to Parity Bonds, the date such Parity Bonds were or are delivered.
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“Depository” means any depository which holds Bonds pursuant to the terms of the Fiscal Agent 
Agreement, initially with respect to the Bonds, being DTC.

“Developed Property” shall have the same meaning set forth in the Rate and Method.

“Developer” means Rancho San Juan Development LLC, a Delaware limited liability company, 
and its successors to the Undeveloped Property or the Developed Property, or otherwise, and its assigns, 
excluding individual homeowners of residential assessor parcels within the Community Facilities District.

“Dissemination Agent” means David Taussig & Associates or any successor dissemination agent 
appointed by the Community Facilities District pursuant to the Continuing Disclosure Certificate.

“DTC” means The Depository Trust Company, 55 Water Street, 25th Floor, New York, New York, 
10041-0099, Attn: Call Notification Department, Fax (212) 855-5004.

“Election” has the meaning set forth in the Fiscal Agent Agreement.  

“Excess Investment Earnings” shall mean an amount equal to the sum of:

(a) the excess of 

(i) the aggregate amount earned from the Delivery Date on all Nonpurpose 
Investments in which Gross Proceeds are invested (other than amounts attributable to an excess 
described in this subparagraph (a)), over 

(ii) the amount that would have been earned if the yield on such Nonpurpose 
Investments (other than amounts attributable to an excess described in this subparagraph (i)) had 
been equal to the Yield on the Bonds, 

plus 

(b) any income attributable to the excess described in subparagraph (a). 

In determining the amount of Excess Investment Earnings, there shall be excluded any amount 
earned on any fund or account which is used primarily to achieve a proper matching of revenues and annual 
debt service on the Bonds during each Bond Year and which is depleted at least once a year except for a 
reasonable carryover amount not in excess of the greater of one year’s earnings on such fund or account or 
one-twelfth (1/12) of Annual Debt Service on the Bonds, as well as amounts earned on said earnings. The 
Community Facilities District intends that the Bond Fund, including the Principal Account and the Interest 
Account established therein, the Special Tax Fund and the Redemption Fund will be the type of funds 
described in the preceding sentence. The Fiscal Agent shall have no responsibility to determine Excess 
Investment Earnings and may rely on the calculations provided by the Community Facilities District or any 
arbitrage consultant retained by the Community Facilities District. 

“Federal Securities” means any of the following which are non-callable and which at the time of 
investment are legal investments under the laws of the State for funds held by the Fiscal Agent:

(a) direct general obligations of the United States of America (including obligations issued or 
held in book entry form on the books of the United States Department of the Treasury) and obligations, the 
payment of principal of and interest on which are directly or indirectly guaranteed by the United States of 
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America, including, without limitation, such of the foregoing which are commonly referred to as “stripped” 
obligations and coupons; or 

(b) any of the following obligations of the following agencies of the United States of America: 
(a) direct obligations of the Export-Import Bank, (b) certificates of beneficial ownership issued by the 
Farmers Home Administration, (c) participation certificates issued by the General Services Administration, 
(d) mortgage-backed bonds or pass-through obligations issued and guaranteed by the Government National 
Mortgage Association, (e) project notes issued by the United States Department of Housing and Urban 
Development, and (f) public housing notes and bonds guaranteed by the United States of America. 

“Fiscal Agent” means U.S. Bank National Association, a national banking association, and its 
successors and assigns or any and other fiscal agent which may be appointed pursuant to the Fiscal Agent 
Agreement.

“Fiscal Agent Agreement” means the Fiscal Agent Agreement, as amended or supplemented 
pursuant to the terms of the Fiscal Agent Agreement.

“Fiscal Year” means the period from July 1 to June 30 in any year.

“Formation Resolution” has the meaning set forth in the Fiscal Agent Agreement.

“Gross Proceeds” means any proceeds of the Bonds and any funds (other than proceeds of the 
Bonds) that are part of a reserve or replacement fund for the Bonds within the meaning of Section 1.148-
1(b) of the Regulations.

“Gross Taxes” means the amount of all Special Taxes collected within the Community Facilities 
District and proceeds from the sale of property collected pursuant to the foreclosure provisions of the Fiscal 
Agent Agreement for the delinquency of such Special Taxes.

“Incremental Payment Obligation” means the school site acquisition obligation of the School 
District as so defined in the Mitigation Agreement, and being paid in whole or in part from proceeds of the 
Bonds pursuant to the Fiscal Agent Agreement as Project Costs.

“Incremental Payment Subaccount” means the subaccount of that name within the School 
Facilities Account of the Construction Fund for deposit of the Incremental Payment Obligation, or portion 
thereof, established under, and held by the Fiscal Agent pursuant to the Fiscal Agent Agreement.

“Independent Financial Consultant” means a consultant or firm of such consultants generally 
recognized to be qualified in the field of implementation and administration of community facilities 
districts, or the financial consulting field, appointed and paid by the Community Facilities District or the 
School District and who, or each of whom:

(a) is independent of the Community Facilities District and the School District or any of the 
property owners within the Community Facilities District; 

(b) does not have any substantial interest, direct or indirect, with the Community Facilities 
District, the School District, or any of the property owners within the Community Facilities District; and 

(c) is not an officer or employee of the Community Facilities District or the School District, 
or an owner, officer or employee of any of the property owners within the Community Facilities District, 
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but who may be regularly retained to make annual or other reports to the Community Facilities District or 
the School District. 

“Interest Account” means the account of that name established under, and held by the Fiscal 
Agent pursuant to the Fiscal Agent Agreement.

“Interest Payment Date” means, March 1 and September 1 of each year during which Bonds are 
Outstanding, commencing on March 1, 2017 with respect to the 2016 Bonds.

“Joint Community Facilities Agreement” means the “First Amended Joint Community Facilities 
Agreement” dated June 13, 2011, by and among the School District, the Community Facilities District, the 
City, the Original Landowner and the Developer

“Legislative Body” means the Board of Trustees acting as the Legislative Body of the Community 
Facilities District.

“Mandatory Redemption Account” means the account of that name within the Redemption Fund 
established under, and held by the Fiscal Agent pursuant to the Fiscal Agent Agreement.

“Mandatory Sinking Payments” means the amounts to be applied to the redemption of term 
bonds in accordance with the schedule set forth in the Fiscal Agent Agreement thereof and any future term 
bonds under a subsequent schedule set forth in any Supplement.

“Maximum Annual Debt Service” means the maximum sum obtained for any remaining Bond 
Year prior to the final maturity on the Bonds by totaling the following for each Bond Year:

(a) the principal amount of all Outstanding Bonds payable in such Bond Year whether at 
maturity or by redemption together with a premium thereon, if any premium is payable; and 

(b) the interest payable on the aggregate principal amount of Bonds Outstanding in such Bond 
Year, assuming the Bonds are retired as scheduled. 

“Mitigation Agreement” means the “First Amended Impact Mitigation Agreement Related to 
Proposed Community Facilities District No. 2005-1,” dated June 13, 2011, entered into by and among the 
School District, the Community Facilities District, the Original Landowner, and the Developer, including 
any further amendments.

“Moody’s” means Moody’s Investors Services and its successors.

“Net Taxes” means the amount of all Gross Taxes minus an amount equal to the Administrative 
Expense Requirement, as further set forth in the Fiscal Agent Agreement.

“Nominee” means the nominee of DTC, which may be Cede & Co., as determined from time to 
time pursuant to the Fiscal Agent Agreement.

“Nonpurpose Investments” means any security, investment, obligation, annuity, investment-type 
property, specified private activity bond or any other type of investment property defined in Section 148 of 
the Code in which Gross Proceeds are invested (other than tax-exempt securities which are described in 
Section 103(a) of the Code) and which is not acquired to carry out the governmental purpose of the Bonds.
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“Optional Redemption Account” means the account of that name within the Redemption Fund 
established under, and held by the Fiscal Agent pursuant to the Fiscal Agent Agreement.

“Ordinance” means Ordinance No. 1112-1 adopted by the Legislative Body on July 11, 2011.

“Original Landowner” means Whispering Hills, LLC, a Delaware limited liability company, and 
its successors to the Undeveloped Property or the Developed Property, or otherwise, and its assigns, but not 
Developer, and excluding individual homeowners of residential assessor parcels within the Community 
Facilities District.

“Outstanding” means all Bonds theretofore issued by the Community Facilities District, except:

(a) Bonds theretofore canceled by the Fiscal Agent or surrendered to the Fiscal Agent for 
cancellation; 

(b) Bonds for the transfer or exchange of or in lieu of or in substitution for which other Bonds 
shall have been authenticated and delivered by the Fiscal Agent pursuant to the terms of the Fiscal Agent 
Agreement; and 

(c) Bonds paid and discharged pursuant to the Fiscal Agent Agreement. 

“Parity Bonds” means all bonds, notes or similar evidences of indebtedness hereafter issued, 
payable out of the Net Taxes and which, as provided for in the Fiscal Agent Agreement, rank on parity with 
the 2016 Bonds.

“Participating Underwriter” shall have the meaning ascribed thereto in the Continuing 
Disclosure Certificate.

“Prepaid Special Taxes” means all Special Taxes prepaid to the Community Facilities District 
pursuant to the Rate and Method during the term of the Fiscal Agent Agreement, less related Administrative 
Expenses.

“Prepayment Account” means the account of that name within the Special Tax Fund established 
under, and held by the Fiscal Agent pursuant to the Fiscal Agent Agreement.

“Principal Account” means the account of that name within the Bond Fund established under, and 
held by the Fiscal Agent pursuant to the Fiscal Agent Agreement.

“Principal Corporate Trust Office” means the corporate trust office of the Fiscal Agent, which, 
at the date of execution of the Fiscal Agent Agreement, is located at 633 W. Fifth Street, 24th Floor, Los 
Angeles, California 90071, or such other office(s) as the Fiscal Agent may designate from time to time. 

“Project” means the “CFD Facilities,” or any portion thereof, as defined in the Formation 
Resolution and referred to in the Community Facilities District Report for CFD No. 2005-1 dated July 26, 
2005, which includes the School Facilities and the City Facilities.

“Project Costs” means the costs of design, acquisition, construction and installation of the Project 
and all costs related thereto. Project Costs may include the payment, or prepayment, of lease payments or 
installment payments necessary for the acquisition of all or part of the Project.
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“Purchase Price” for the purpose of computation of the Yield of the Bonds, has the same meaning 
as the term “issue price” in Sections 1273 (b) and 1274 of the Code, and, in general, means the initial 
offering price to the public (not including bond houses and brokers, or similar persons or organizations 
acting in the capacity of underwriters or wholesalers) at which price a substantial amount of the Bonds are 
sold or, if the Bonds are privately placed, the price paid by the underwriter or the acquisition cost of the 
underwriter. The term “Purchase Price,” for the purpose of computation of the Yield of Nonpurpose 
Investments, means the “fair market value” of the Nonpurpose Investments on the date of use of Gross 
Proceeds for acquisition thereof, or, if later, on the date that Investment Property (as defined in Section 
148(b)(2) and (3) of the Code) constituting a Nonpurpose Investment becomes a Nonpurpose Investment 
of the Bonds, as the case may be.

“Rate and Method” means the First Amended Rate and Method of Apportionment for Community 
Facilities District No. 2005-1 of the Capistrano Unified School District (Whispering Hills), as set forth in 
the Ordinance as such may be amended or interpreted from time to time.

“Rating Agencies” means S&P and Moody’s.

“Rebate Fund” means the fund of that name established under, and held by the Fiscal Agent 
pursuant to the Fiscal Agent Agreement.

“Record Date” means the 15th day of the calendar month preceding an Interest Payment Date 
whether or not such day is a Business Day.

“Redemption Fund” means the fund of that name established under, and held by the Fiscal Agent 
pursuant to the Fiscal Agent Agreement.

“Regulations” means any temporary, proposed or final regulations of the United States 
Department of Treasury with respect to obligations issued pursuant to Section 103 and Sections 141 to 150 
of the Code.

“Reserve Fund” means the fund of that name established under, and held by the Fiscal Agent 
pursuant to the Fiscal Agent Agreement.

“Reserve Requirement” means with respect to the Bonds, an amount, as of any date of calculation, 
equal to the least of: (i) 10% of the original principal amount of the Bonds, (ii) Maximum Annual Debt 
Service, or (iii) 125% of average Annual Debt Service on the Bonds.

“Responsible Officer” of the Fiscal Agent means and includes the president, every senior vice 
president, every vice president, every assistant vice president, every trust officer or any other Authorized 
Representative of the Fiscal Agent at its Principal Corporate Trust Office.

“School District” means the Capistrano Unified School District.

“School Facilities” means the facilities of the School District authorized to be constructed, 
acquired and financed under the Formation Resolution and Bond Authorization Resolution.

“School Facilities Account” means the account of that name within the Construction Fund 
established under, and held by the Fiscal Agent pursuant to the Fiscal Agent Agreement.
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“Securities Depository(ies)” means initially DTC and, in accordance with then-current guidelines 
of the Securities and Exchange Commission, such other securities depositories as the Community Facilities 
District may designate in a certificate delivered to the Fiscal Agent.

“Sinking Fund Redemption Account” means the account of that name within the Redemption 
Fund established under, and held by the Fiscal Agent pursuant to the Fiscal Agent Agreement.

“Special Tax Fund” means the fund of that name established under, and held by the Fiscal Agent 
pursuant to the Fiscal Agent Agreement.

“Special Taxes” means the special taxes levied by the Legislative Body in accordance with the 
Rate and Method within the Community Facilities District pursuant to the Act, the Formation Resolution, 
the Election and the Ordinance.

“Standard & Poor’s” or “S&P” means Standard & Poor’s Ratings Group and its successors.

“State” means the State of California.

“Subsequent Election” has the meaning set forth in the Fiscal Agent Agreement.

“Surplus Facilities Fund” means the fund of that name established under, and held by the Fiscal 
Agent pursuant to the Fiscal Agent Agreement

“Supplement” means any supplemental agreement amending or supplementing the Fiscal Agent 
Agreement. 

 “2016 Bond” or “2016 Bonds” means the Community Facilities District No. 2005-1 (Whispering 
Hills) of the Capistrano Unified School District Special Tax Bonds, Series 2016.

“Tax Certificate” means the certificate of that name to be executed by an Authorized 
Representative of the Community Facilities District on the Delivery Date to establish certain facts and 
expectations and which contains certain covenants relevant to compliance with the Code.

“Taxable Property” has the meaning set forth in the Rate and Method.

“Undeveloped Property” has the meaning set forth in the Rate and Method.

“Yield” means that yield which, when used in computing the present worth of all payments of 
principal and interest (or other payments in the case of Nonpurpose Investments which require payments in 
a form not characterized as principal and interest) on a Nonpurpose Investment or on the Bonds produces 
an amount equal to the Purchase Price of such Nonpurpose Investment or the Bonds, as the case may be, 
all computed as prescribed in the applicable Regulations. 

ISSUANCE OF THE 2016 BONDS 

The 2016 Bonds are being issued pursuant to the Act, the Resolution of Issuance with respect to 
the 2016 Bonds and the Fiscal Agent Agreement in the amounts and maturities set forth in the Fiscal Agent 
Agreement. Under and pursuant to the Act, the 2016 Bonds are being issued for the purposes of financing 
the acquisition and/or construction by the School District of property/improvements from a deposit to the 
Project Subaccount of the School Facilities Account of the Construction Fund, the Incremental Payment 
Obligation, or a portion thereof, by a deposit to the Incremental Payment Subaccount of the School Facilities 
Account of the Construction Fund, and certain City Facilities from a deposit to the City Facilities Account 
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of the Construction Fund, funding the Reserve Requirement and paying Costs of Issuance for the 2016 
Bonds. The terms of the 2016 Bonds, and a description of the 2016 Bonds, including registration and 
transfer matters, are set forth in the Fiscal Agent Agreement (See “INTRODUCTION,” “THE 2016 
BONDS” and “THE FINANCING PLAN”). 

Limited Obligation 

The Bonds shall be and are limited obligations of the Community Facilities District and shall be 
payable as to the principal thereof and interest thereon and any premiums upon the redemption thereof 
solely from the Net Taxes and amounts in certain funds and accounts created pursuant to the Fiscal Agent 
Agreement as specified therein. The Net Taxes are pledged for the payment of the Bonds pursuant to the 
terms of the Fiscal Agent Agreement. 

The Bonds and interest thereon are not payable from the general fund of the Community Facilities 
District or the School District. Except with respect to the Net Taxes, neither the credit nor the taxing power 
of the Community Facilities District, or the School District is pledged for the payment of the Bonds or 
interest thereon, and no Owner of the Bonds may compel the exercise of the taxing power by the 
Community Facilities District or the School District or the forfeiture of any of their property. The principal 
of and interest on the Bonds and premiums upon the redemption of any thereof are not a debt of the 
Community Facilities District (except to the limited extent set forth in the Fiscal Agent Agreement) or the 
School District, the State nor any of its political subdivisions within the meaning of any constitutional or 
statutory limitation or restriction. The Bonds are not a legal or equitable pledge, charge, lien or 
encumbrance, upon any property or income, receipts or revenues of the Community Facilities District or 
the School District, except the Net Taxes which are, under the terms of the Fiscal Agent Agreement, pledged 
for the payment of the Bonds and interest thereon. Neither the members of the Legislative Body or the 
Board nor any persons executing the Bonds are liable personally for the Bonds by reason of the issuance 
thereof. 

Pursuant to the Act and the Fiscal Agent Agreement, the Bonds shall be equally payable from the 
Net Taxes without priority for number, date of the Bonds, date of sale, date of execution or date of delivery, 
and the payment of the interest on and principal of the Bonds and any premiums upon the redemption 
thereof shall be exclusively paid from the Net Taxes and amounts held in certain funds and accounts created 
under the Fiscal Agent Agreement as specified therein. All of the Net Taxes are pledged for the payment 
of the Bonds, and such Net Taxes and any interest earned on the Net Taxes shall constitute a trust fund for 
the payment of the interest on and principal of the Bonds and so long as any of the Bonds or interest thereon 
are unpaid the Net Taxes and interest thereon shall not be used for any other purpose, except as permitted 
by the Fiscal Agent Agreement or any Supplement, and shall be held in trust for the benefit of the 
Bondowners and shall be applied pursuant to the Fiscal Agent Agreement, or any Supplement to the Fiscal 
Agent Agreement as modified pursuant to provisions therein. Notwithstanding any provision contained in 
the Fiscal Agent Agreement to the contrary, Net Taxes deposited in the Administrative Expense Fund, the 
Surplus Facilities Fund and the Rebate Fund shall no longer be considered to be pledged to the Bonds, and 
the Administrative Expense Fund, the Construction Fund, the Rebate Fund and the Surplus Facilities Fund 
(including all accounts of the foregoing funds) shall not be construed as trust funds held for the benefit of 
the Bondowners. 

In the event that the Fiscal Agent lacks sufficient amounts to make timely payment of principal of 
and interest and premium upon redemption, if any, on the Bonds when due, such principal of and interest 
and premium on the Bonds shall be paid from available amounts held by the Fiscal Agent in the Special 
Tax Fund, Bond Fund, and Reserve Fund, or Redemption Fund under the terms of the Fiscal Agent 
Agreement (including all accounts of the foregoing funds) (but not including those amounts deposited in 
the Construction Fund, Administrative Expense Fund, the Rebate Fund and the Surplus Facilities Fund, 
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including all accounts of the foregoing funds), in accordance with such terms without preference or priority 
of interest over principal or principal over interest, or of any installment of principal or interest over any 
other installment of principal or interest, ratably to the aggregate amount of such principal and interest. 

Nothing in the Fiscal Agent Agreement or any Supplement shall preclude the redemption of any 
Bonds subject to call and redemption prior to maturity, and payment of the Bonds from proceeds of 
refunding bonds issued under the Act as the same now exists or is hereafter amended, or under any other 
law of the State (See “SECURITY FOR THE 2016 BONDS”). 

Funds and Accounts 

The Fiscal Agent Agreement specifies funds and accounts to be maintained by the Fiscal Agent, as 
follows: 

Special Tax Fund.  The Special Taxes and other amounts constituting Gross Taxes collected by the 
Community Facilities District at any time (exclusive of Prepaid Special Taxes received which shall be 
deposited into the Prepayment Account of the Special Tax Fund) shall be transferred no later than 10 days 
after receipt thereof to the Fiscal Agent and shall be held in the Special Tax Fund (exclusive of the 
Administrative Expense Requirement) for the benefit of the Bondowners and shall, exclusive of the Prepaid 
Special Taxes held in the Prepayment Account, be transferred or applied to the funds and accounts set forth 
below, in the priority set forth below and at the times and in the amounts and in accordance with the Fiscal 
Agent Agreement: 

(a) to the Administrative Expense Fund, an amount specified in writing by the Community 
Facilities District, up to the Administrative Expense Requirement; 

(b) to the Interest Account of the Bond Fund an amount such that the balance in the Interest 
Account one Business Day prior to each Interest Payment Date shall be equal to the installment of interest 
due on the Bonds on such Interest Payment Date; 

(c) to the Principal Account of the Bond Fund, an amount up to the amount needed to make 
the principal payment due on the Bonds during the current Bond Year; 

(d) to the Sinking Fund Redemption Account of the Redemption Fund an amount up to the 
amount needed to make the Mandatory Sinking Payments due on the Bonds during the current Bond Year; 

(e) to the Reserve Fund, the amount, if any, necessary to replenish the Reserve Fund to the 
Reserve Requirement; 

(f) provided all the amounts due in the current Bond Year are funded under (b), (c), (d) and 
(e) above, to the extent there are additional Administrative Expenses, to the Administrative Expense Fund 
in the amount specified in writing by the Community Facilities District required to bring the balance therein 
to the amount needed to pay such Administrative Expenses; 

(g) any remaining Special Taxes and other amounts constituting Gross Taxes shall remain in 
the Special Tax Fund subject to the provisions of (h), below; and 

(h) any remaining Special Taxes and other amounts constituting Gross Taxes, if any, shall 
remain in the Special Tax Fund until the end of the Bond Year. Provided there are no Special Taxes levied 
or projected to be levied on Undeveloped Property at the end of the Bond Year, any remaining funds in the 
Special Tax Fund which are not required to cure a delinquency in the payment of principal and interest on 
the Bonds (including payment of Mandatory Sinking Payments due during the current Bond Year), to 
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restore the Reserve Fund as provided for in (e), above, or to pay current or pending Administrative Expenses 
as provided for in (a) and (f), above, shall be deposited in the accounts of the Surplus Facilities Fund as 
established and maintained pursuant to the Fiscal Agent Agreement, and all such transferred amounts shall 
be free and clear of any lien thereon or under the Fiscal Agent Agreement, or pledge to the Bondholders, 
subject to the further requirements set forth as follows: (i) any funds which are required to cure any 
delinquency described above shall be retained in the Special Tax Fund and expended or transferred, at the 
earliest possible date, for such purpose, and (ii) prior to any transfers to the Surplus Facilities Fund the 
Fiscal Agent shall check that the Reserve Requirement level will be met as of the first day of the next Bond 
Year (September 2). 

At the date of the redemption, defeasance or maturity of the last Bonds and after all principal and 
interest then due on any Bonds has been paid or provided for, all other covenants are complied with and all 
fees and expenses of the Fiscal Agent have been paid, monies in the Special Tax Fund will be transferred 
to the Community Facilities District by the Fiscal Agent and may be used by the Community Facilities 
District for any lawful purpose under the Community Facilities District proceedings (See “SECURITY 
FOR THE 2016 BONDS - Special Tax Fund”). 

Prepayment Account of the Special Tax Fund.  Prepaid Special Taxes collected by the Community 
Facilities District (net of any costs of collection) shall be transferred, no later than 10 days after receipt 
thereof, to the Fiscal Agent and the Community Facilities District shall direct the Fiscal Agent to deposit 
the Prepaid Special Taxes in the Prepayment Account of the Special Tax Fund. The Prepaid Special Taxes 
shall be held in the Prepayment Account for the benefit of the Bondowners and shall be transferred by the 
Fiscal Agent to the Mandatory Redemption Account of the Redemption Fund to call Bonds on the next date 
for which notice can be given in accordance with the special mandatory redemption provisions as set forth 
in the Fiscal Agent Agreement (See “SECURITY FOR THE 2016 BONDS - Special Tax Fund”). 

Administrative Expense Fund.  Upon receipt of Gross Taxes and the written direction of the 
Community Facilities District, the Fiscal Agent shall transfer from the Special Tax Fund to the 
Administrative Expense Fund the amount that the Community Facilities District has determined, and of 
which the Community Facilities District has notified the Fiscal Agent in writing prior to such transfer date, 
will be necessary to bring the balance in the Administrative Expense Fund to equal the amount specified 
by the Community Facilities District as necessary to meet Administrative Expenses until the collection of 
Special Taxes in the next Fiscal Year, subject to the maximum limit of the Administrative Expense 
Requirement. Additional Administrative Expenses may be funded from additional deposits to the 
Administrative Expense Fund in accordance with the Fiscal Agent Agreement. Monies in the 
Administrative Expense Fund shall not be construed as a trust fund for the benefit of the Bondowners and 
are not pledged for payment of the principal of, or interest or premium on, the Bonds, and are not subject 
to any Bondowner’s Lien. 

Bond Fund.  The Bond Fund (in which there are established an Interest Account and a Principal 
Account) is used to disperse payments of principal and interest to the Bondowners on each respective 
Interest Payment Date. Monies in the Interest Account, are allocated to the payment of interest due on each 
Interest Payment Date and monies in the Principal Account are allocated to the repayment of principal on 
the Bonds on the corresponding Interest Payment Date (See “SECURITY FOR THE 2016 BONDS - Bond 
Fund”). 

Reserve Fund.  There shall be maintained in the Reserve Fund an amount equal to the Reserve 
Requirement. Notwithstanding the foregoing, in the event of a redemption or partial defeasance of the 
Bonds, the Reserve Requirement shall thereafter be re-determined by the Community Facilities District and 
communicated to the Fiscal Agent in writing and any funds in excess of such re-determined Reserve 
Requirement shall be utilized as set forth in the Fiscal Agent Agreement. If Special Taxes are prepaid and 
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Bonds are to be redeemed with the proceeds of such prepayment, a proportionate amount in the Reserve 
Fund (determined on the basis of the principal of Bonds to be redeemed and the original principal of the 
Bonds, but not in excess of the amount of funds available as a result of the re-determination of the Reserve 
Requirement) will be applied to the redemption of the Bonds as provided in the Fiscal Agent Agreement. 

Monies in the Reserve Fund shall be used solely for the purpose of: (i) making transfers to the Bond 
Fund or Redemption Fund to pay the principal of, including Mandatory Sinking Payments, and interest on 
Bonds when due to the extent that monies in the Interest Account and the Principal Account of the Bond 
Fund or monies in the Sinking Fund Redemption Account are insufficient therefor; (ii) making any required 
transfer to the Rebate Fund pursuant to the Fiscal Agent Agreement upon written direction from the 
Community Facilities District, (iii) making any transfers to the Bond Fund or Redemption Fund in 
connection with prepayments of the Special Taxes; (iv) paying the principal and interest due on Bonds in 
the final Bond Year, and (v) application to the defeasance of Bonds in accordance with the Fiscal Agent 
Agreement. If the amounts in the Interest Account or the Principal Account of the Bond Fund and the 
Sinking Fund Redemption Account of the Redemption Fund are insufficient to pay the principal of, 
including Mandatory Sinking Payments, or interest on the Bonds when due, the Fiscal Agent shall, one 
Business Day prior to an Interest Payment Date, withdraw from the Reserve Fund for deposit in the Interest 
Account and the Principal Account of the Bond Fund, or the Sinking Fund Redemption Account of the 
Redemption Fund, monies necessary for such purpose. Following any transfer to the Interest Account or 
the Principal Account of the Bond Fund, or the Sinking Fund Redemption Account of the Redemption 
Fund, the Fiscal Agent shall notify the Community Facilities District of the amount needed to replenish the 
Reserve Fund to the Reserve Requirement and the Community Facilities District shall include such amount 
as is required at that time to correct such deficiency in the next Special Tax levy to the extent of the 
permitted maximum Special Tax rates. 

Monies in the Reserve Fund shall be invested in accordance with the Fiscal Agent Agreement. 
Notwithstanding any provision therein to the contrary, monies in the Reserve Fund in excess of the Reserve 
Requirement (exclusive of Excess Investment Earnings identified in writing by the Community Facilities 
District) shall be withdrawn on or prior to 15 days prior to each Interest Payment Date and transferred to 
the Interest Account of the Bond Fund, and any remaining excess shall be transferred to the Principal 
Account of the Bond Fund or to the Sinking Fund Redemption Account of the Redemption Fund to the 
extent required to make any principal payment on the next following September 1. The Fiscal Agent shall 
transfer Excess Investment Earnings from the Reserve Fund to the Rebate Fund upon written direction of 
the Community Facilities District pursuant to the Fiscal Agent Agreement. (See “SECURITY FOR THE 
2016 BONDS - Reserve Fund”) 

Redemption Fund.  The Redemption Fund includes an Optional Redemption Account, Sinking 
Fund Redemption Account and Mandatory Redemption Account. Each of the redemption accounts is used 
for the temporary retention of monies allocated to the redemption of 2016 Bonds corresponding to that 
account. Monies in each such account shall be applied for such redemption purpose (See “THE 2016 
BONDS - Redemption”). 

Construction Fund.  The Fiscal Agent Agreement establishes the Construction Fund, in which there 
is a Costs of Issuance Account, School Facilities Account (in which there are established a “Project 
Subaccount” and an “Incremental Payment Subaccount”) and City Facilities Account. 

A portion of the proceeds of the 2016 Bonds shall be deposited in the School Facilities Account 
and the City Facilities Account. Monies deposited in the School Facilities Account will be deposited into 
the Incremental Payment Subaccount and will be expended to pay the Incremental Payment Obligation, or 
portion thereof, pursuant to the Mitigation Agreement, except as otherwise provided in the Fiscal Agent 
Agreement. Monies deposited in the City Facilities Account will be expended to pay Project Costs for City 
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Facilities, except as otherwise provided in the Fiscal Agent Agreement. Monies in the Costs of Issuance 
Account shall be disbursed from time to time to pay Costs of Issuance. 

Rebate Fund.  The Rebate Fund is established by the Fiscal Agent Agreement for the receipt and 
payment of arbitrage earnings to the U.S. Government as required under the terms of the Fiscal Agent 
Agreement and the Tax Certificate. 

Surplus Facilities Fund.  Pursuant to the Fiscal Agent Agreement, monies on deposit in the Surplus 
Facilities Fund are not pledged for the payment of the principal of, or interest or premium on, the Bonds, 
and are not subject to any Bondholder’s lien. Monies on deposit in the Surplus Facilities Fund may be used 
by the Community Facilities District, at its option, for acquisition and/or construction of the Project; to 
make deposits to the Rebate Fund; for the optional redemption of any of the Bonds pursuant to the Fiscal 
Agent Agreement; or for payment of principal of, including Mandatory Sinking Payments, or interest on 
the Bonds. 

Investments.  The Fiscal Agent shall maintain separate books and records regarding the investment 
of monies in any of the funds, accounts or subaccounts established pursuant to the Fiscal Agent Agreement. 
Authorized Investments shall be deemed at all times to be a part of such funds, accounts or subaccounts. 
Any loss resulting from such Authorized Investments shall be charged to such funds, accounts or 
subaccount. Subject to limitations set forth as to each of the funds or accounts set forth in the Fiscal Agent 
Agreement, the limitations as to maturities set forth in the Fiscal Agent Agreement and any additional 
limitations or requirements established by the Community Facilities District and consistent with the 
foregoing, the Fiscal Agent shall invest the amounts on deposit in all funds, accounts or subaccounts in 
Authorized Investments as directed in writing by the Community Facilities District, subject to the 
restrictions set forth in the Fiscal Agent Agreement. (See “SECURITY FOR THE 2016 BONDS - 
Investment of Moneys in Funds”). 

Redemption of 2016 Bonds 

The 2016 Bonds are subject to optional redemption, mandatory sinking fund redemption, and 
special mandatory redemption from Prepaid Special Taxes in accordance with the terms of the Fiscal Agent 
Agreement. (See “THE 2016 BONDS - Redemption”). 

Covenants 

So long as any of the Bonds are Outstanding and unpaid, the Community Facilities District makes 
the following covenants with the Owners under the provisions of the Act and the Fiscal Agent Agreement 
and all Supplements (to be performed by the Community Facilities District or its proper officers, agents or 
employees), which covenants are necessary, convenient and desirable to secure the Bonds; provided, 
however, that said covenants do not require the Community Facilities District to expend any funds or 
monies other than the Net Taxes or any monies deposited in the funds and accounts created under the Fiscal 
Agent Agreement and legally available therefor. 

Covenant 1.  Punctual Payment.  The Community Facilities District will duly and punctually pay, 
or cause to be paid, the principal of and interest on every Bond issued under the Fiscal Agent Agreement, 
together with the premium thereon, if any be payable, on the date, at the place and in the manner mentioned 
in the Bonds and in accordance with the Fiscal Agent Agreement and any Supplement to the extent Net 
Taxes are available therefor, and that the payments into the Bond Fund and the Reserve Fund will be made, 
all in strict conformity with the terms of the Bonds and the Fiscal Agent Agreement, and that it will 
faithfully observe and perform all of the conditions, covenants and requirements of the Fiscal Agent 
Agreement and any Supplement and of the Bonds issued under the Fiscal Agent Agreement, and that time 
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of such payment and performance is of the essence of the Community Facilities District’s contract with the 
Bondowners. 

Covenant 2.  Levy and Collection of Special Taxes.  Subject to the maximum Special Tax rates, 
the Community Facilities District will comply with all requirements of the Act so as to assure the timely 
collection of the Special Taxes, including without limitation, the enforcement of delinquent Special Taxes. 
The Community Facilities District shall fix and levy the amount of Special Taxes within the Community 
Facilities District required for the payment of principal of and interest on Outstanding Bonds becoming due 
and payable during the ensuing year including any necessary replenishment or expenditure of the Reserve 
Fund for the Bonds, an amount equal to the Administrative Expense Requirement and any additional 
amounts necessary for expenses incurred in connection with administration or enforcement of delinquent 
Special Taxes. 

On or before each June 1, the Fiscal Agent shall provide a written notice to the Community 
Facilities District stating the amounts then on deposit in the various funds and accounts established by the 
Fiscal Agent Agreement. The receipt of such notice by the Community Facilities District shall in no way 
affect the obligations of the Community Facilities District under the following paragraphs. Upon receipt of 
a copy of such notice, the Community Facilities District shall communicate with the Orange County 
Assessor or other appropriate official of the County of Orange to ascertain the relevant parcels on which 
the Special Taxes are to be levied, taking into account any parcel splits during the preceding and then 
current year. 

The Community Facilities District has agreed to retain an Independent Financial Consultant to 
assist in the levy of the Special Taxes each Fiscal Year, commencing Fiscal Year 2013-14, in accordance 
with the Ordinance, such that the computation of the levy is complete before the final date on which the 
Orange County Auditor-Controller will accept the transmission of the Special Tax amounts for the parcels 
within the Community Facilities District for inclusion on the next secured tax roll. Upon the completion of 
the computation of the amounts of the levy, and approval by the Legislative Body, the Community Facilities 
District shall prepare or cause to be prepared, and shall transmit to the Orange County Auditor-Controller, 
such data as the Orange County Auditor-Controller requires to include the levy of the Special Taxes on the 
next secured tax roll. 

The Special Taxes shall be payable and collected in the same manner and at the same time and in 
the same installment as the general taxes on real property are payable, and have the same priority, become 
delinquent at the same times and in the same proportionate amounts and bear the same proportionate 
penalties and interest after delinquency as do the general taxes on real property; provided, the Legislative 
Body may provide for direct collection of the Special Taxes in certain circumstances. 

The fees and expenses of the Independent Financial Consultant retained by the Community 
Facilities District to assist in computing the levy of the Special Taxes under the Fiscal Agent Agreement 
and any reconciliation of amounts levied to amounts received, as well as the costs and expenses of the 
Community Facilities District (including a charge for staff time) in conducting its duties under the Fiscal 
Agent Agreement, shall be an Administrative Expense under the Fiscal Agent Agreement. 

Covenant 3.  Commence Foreclosure Proceedings.  The Community Facilities District covenants 
for the benefit of the Owners of the Bonds that it: (i) will commence judicial foreclosure proceedings against 
parcels with delinquent Special Taxes in excess of $15,000 by the October 1 following the close of each 
Fiscal Year in which such Special Taxes were due, (ii) will commence judicial foreclosure proceedings 
against all parcels with delinquent Special Taxes by the October 1 following the close of each Fiscal Year 
in which it receives Special Taxes in an amount which is less than 95% of the total Special Tax levied and 
the amount on deposit in the Reserve Fund is at less than its required balance, and (iii) will diligently pursue 
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such foreclosure proceedings until the delinquent Special Taxes are paid; provided that, notwithstanding 
the foregoing and provided that the County of Orange is then including the Community Facilities District 
in the County’s “Teeter Plan” method of apportionment and distribution of community facilities district 
special taxes, the Community Facilities District may elect to defer foreclosure proceedings on any parcel 
which is owned by a delinquent property owner whose property is not, in the aggregate, delinquent in the 
payment of Special Taxes in excess of $15,000 so long as (1) the amount in the Reserve Fund is at least 
equal to the Reserve Requirement, and (2) with respect to the Bonds, the Community Facilities District is 
not in default in the payment of the principal of or interest on the Bonds. The Community Facilities District 
may, but shall not be obligated to, advance funds from any source of legally available funds in order to 
maintain the Reserve Fund at the Reserve Requirement or to avoid a default in payment on the Bonds. 

The Community Facilities District covenants that it will deposit the net proceeds of any foreclosure 
in the Special Tax Fund and will apply such proceeds remaining after the payment of Administrative 
Expenses to make current payments of principal and interest on the Bonds, to bring the amount on deposit 
in the Reserve Fund up to the Reserve Requirement, and to pay any delinquent installments of principal or 
interest due on the Bonds. 

Covenant 4.  Against Encumbrances.  The Community Facilities District will not encumber, pledge 
or place any charge or lien upon any of the Net Taxes or other amounts pledged to the Bonds superior to, 
or on a parity with, the pledge and lien created under the Fiscal Agent Agreement for the benefit of the 
Bonds, except as permitted by the Fiscal Agent Agreement. 

Covenant 5.  Modification of Maximum Authorized Special Tax.  The Community Facilities 
District covenants that no modification of the maximum authorized Special Taxes in the Community 
Facilities District shall be approved by the Community Facilities District prior to the issuance of all Parity 
Bonds and payment in full of the Incremental Payment Obligation and thereafter only if it is confirmed in 
writing, by an Independent Financial Consultant, that, immediately subsequent to such modifications the 
amount of the maximum Special Taxes on Developed Property (as defined in the Rate and Method), 
pursuant to the Act and the applicable resolutions and ordinances of the Community Facilities District is at 
least 1.10 times Maximum Annual Debt Service plus Administrative Expenses on all Outstanding Bonds. 

The Community Facilities District further covenants that in the event an ordinance is adopted by 
initiative pursuant to Section 3 of Article XIIIC of the California Constitution, which purports to reduce or 
otherwise alter the maximum authorized Special Taxes, it will, to the extent of available Community 
Facilities District funds therefore, commence and pursue legal action seeking to preserve its ability to 
comply with its covenant contained in the preceding paragraph. 

Covenant 6.  Protection of Security and Rights of Owners.  The Community Facilities District will 
preserve and protect the security of the Community Facilities District and the rights of the Owners, and will 
warrant and defend their rights against all claims and demands of all persons. From and after the delivery 
of any of the Bonds by the Community Facilities District, the Bonds shall be incontestable by the 
Community Facilities District. 

Covenant 7.  Compliance with Law, Completion of Project.  The Community Facilities District 
will comply with all applicable provisions of the Act and law in completing the acquisition and construction 
of the Project; provided, that the Community Facilities District shall have no obligation to advance any 
funds to complete the Project in excess of the amounts available therefore in the Construction Fund. 

Covenant 8.  Books and Accounts.  The Community Facilities District will keep, or cause to be 
kept, proper books of records and accounts, separate from all other records and accounts of the Bonds, in 
which complete and correct entries shall be made of all transactions relating to the Bonds, the levy of the 
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Special Tax and the deposits to the Special Tax Fund including the Prepayment Account. Such books of 
record and accounts shall at all times during business hours be subject to the inspection of the Fiscal Agent 
(who shall have no duty to inspect) or of the Owners of not less than 10% of the principal amount of the 
Bonds then Outstanding or their representatives authorized in writing. 

Covenant 9.  Tax Covenant.  The Community Facilities District covenants and represents that until 
the last Bonds shall have been fully paid or redeemed, the Community Facilities District will comply with 
all requirements of the Tax Certificate, the Code and all applicable Regulations, such that the interest on 
the Bonds will remain excluded from gross income for federal income tax purposes. 

Covenant 10.  Additional Tax Covenants.  The Community Facilities District covenants, without 
limiting the generality of Covenant 9, that: 

(a) the Community Facilities District will make no use of the proceeds of the Bonds or the 
School Facilities, City Facilities or other public facilities refinanced with the proceeds of the Bonds, which 
at any time will cause the Bonds to be “arbitrage bonds” within the meaning of Section 148 of the Code 
and applicable Regulations; 

(b) the Community Facilities District will ensure that the payment of principal and interest on 
the Bonds shall not be directly or indirectly guaranteed (in whole or in part) by the United States (or any 
agency or instrumentality thereof) and no portion of the monies contained in any of the funds or accounts 
created in the Fiscal Agent Agreement shall be: (i) used in making loans guaranteed by the United States 
(or any agency or instrumentality thereof); (ii) invested directly or indirectly in deposits or accounts insured 
by the Federal Deposit Insurance Corporation, National Credit Union Administration or any other similar 
federally chartered corporation; (iii) otherwise invested directly or indirectly in obligations guaranteed (in 
whole or in part) by the United States (or any agency or instrumentality thereof); except (a) investments of 
amounts in the Construction Fund during any temporary period under Section 148 of the Code; (b) 
investment of amounts held in the Reserve Fund, or other reserve funds satisfying Section 148(d) of the 
Code; (c) investment of amounts held in the Special Tax Fund, Bond Fund and other bona fide debt service 
funds; (d) for investments in obligations issued by the United States Treasury; (e) for investments in 
obligations guaranteed by the Federal National Mortgage Association, Government National Mortgage 
Association or Federal Home Loan Mortgage Corporation; or, (f) investments permitted under Regulations 
issued pursuant to Section 149(b)(3)(B) of the Code; 

(c) the Community Facilities District will ensure that no portion of the monies contained in 
any of the funds or accounts created in the Fiscal Agent Agreement, or any of the School Facilities, City 
Facilities or other public facilities funded from proceeds of the Bonds, shall be used so as to cause any of 
the Bonds to meet the “private activity bond” tests of Section 141 of the Code and any Regulations issued 
thereunder; 

(d) the Community Facilities District agrees that there shall be paid from time to time all 
amounts required to be rebated to the United States pursuant to Section 148(f) of the Code and the applicable 
Regulations and the Fiscal Agent Agreement and any further documents executed in connection with the 
Bonds. This covenant shall survive payment in full or defeasance of the Bonds. The Community Facilities 
District specifically covenants to pay or cause to be paid to the United States at the times and in the amounts 
determined above the amounts required to be so paid by the Fiscal Agent Agreement and further documents 
executed in connection with the Bonds, the Code and the Regulations; 

(e) the Community Facilities District: (i) shall neither invest Gross Proceeds nor cause Gross 
Proceeds to be invested in Nonpurpose Investments if the Yield on such Nonpurpose Investments would 
be less than the Yield that would have resulted in an arm’s length transaction; (ii) will not sell or otherwise 
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dispose of or cause to be sold or otherwise disposed of Nonpurpose Investments if such sale or disposition 
would result in a smaller profit or larger loss than would have resulted from a sale at fair market value 
arrived at in an arm’s length transaction; and (iii) shall keep a detailed accounting of all transactions 
contemplated under the Fiscal Agent Agreement or in any way relating to the receipt or disbursement of 
any of the Gross Proceeds of the Bonds for a period of six years after the later of the date of payment of all 
Excess Investment Earnings to the United States or the date the Community Facilities District disburses the 
last of the Gross Proceeds of the Bonds; and 

(f) notwithstanding any provision of the Fiscal Agent Agreement, if the Community Facilities 
District shall provide to the Fiscal Agent an opinion of Bond Counsel that any specified action required 
under the Fiscal Agent Agreement is no longer required or that some further or different action is required 
to maintain the exclusion from gross income for federal income tax purposes of interest on the Bonds, the 
Fiscal Agent may conclusively rely on such opinion in complying with the requirements of the Fiscal Agent 
Agreement, and the covenants under the Fiscal Agent Agreement shall be deemed to be modified to that 
extent notwithstanding the provisions of the Fiscal Agent Agreement. 

Covenant 11.  Further Assurances.  The Community Facilities District will adopt, make, execute 
and deliver any and all such further resolutions, instruments and assurances as may be reasonably necessary 
or proper to carry out the intention or to facilitate the obligations and covenants under the Fiscal Agent 
Agreement and any Supplement, and for the better assuring and confirming unto the Owners of the rights 
and benefits provided in the Fiscal Agent Agreement and in any Supplement. 

Covenant 12.  Additional Opinion(s).  The Community Facilities District will not make any change 
in requirements or procedures or take any action, as to which change or action the Fiscal Agent Agreement 
or related documents require an opinion of Bond Counsel, unless it obtains an opinion of Bond Counsel to 
the effect that: (a) interest on the Bonds was excluded from gross income for federal income tax purposes 
from their date of issuance until the date of such change, assuming compliance with the covenants in the 
Fiscal Agent Agreement as they were in effect prior to the change (except that such opinion need not be 
given as to any interest for which a similar opinion has previously been given and remains in effect 
subsequent to such change), and (b) assuming continued compliance by the Community Facilities District 
with the covenants as changed, interest on the Bonds is excluded from gross income for purposes of federal 
income taxation. 

Covenant 13.  Tender of Bonds.  The Community Facilities District will not, in collecting the 
Special Taxes or in processing any such judicial foreclosure proceedings, exercise any authority which it 
has pursuant to Sections 53340, 53344.1, 53356.1 and 53356.5 of the California Government Code in any 
manner which would be inconsistent with the interests of the Owners and, in particular, will not permit the 
tender of Bonds in full or partial payment of Special Taxes except upon receipt of a certificate of an 
Independent Financial Consultant that to accept such tender will not result in the Community Facilities 
District having insufficient Net Taxes to pay the principal of and interest on the Bonds remaining 
Outstanding following such tender. 

Covenant 14.  Conditions for Issuance of Parity Bonds. The Community Facilities District may, at 
any time after the issuance and delivery of the 2016 Bonds, issue Parity Bonds payable from the Net Taxes 
and amounts deposited in the Reserve Fund, or accounts thereof, and secured by a lien and charge upon 
such amounts equal to the lien and charge securing the Outstanding Bonds under the Fiscal Agent 
Agreement as provided in the Fiscal Agent Agreement. Parity Bonds may be issued subject to the following 
additional specific conditions, which are made conditions precedent to the issuance of any Parity Bonds; 
provided, Parity Bonds may be issued at any time to refund the Outstanding Bonds, in whole or in part, 
without limitation on the $30,000,000 principal amount limitation set forth in clause (a) below, and without 
satisfying the requirements under clauses (d), (e), (f) and (g) below. Capitalized terms used in this Covenant 
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14 and not otherwise defined in the Fiscal Agent Agreement shall have the meanings given in the Rate and 
Method. 

(a) Maximum Total Parity Bond Issuance.  The aggregate original principal amount of the 
2016 Bonds and all Parity Bonds issued may not exceed $30,000,000; provided, however, that, 
notwithstanding the foregoing, Parity Bonds may be issued at any time to refund the Outstanding Bonds 
without limitation on the foregoing $30,000,000 principal amount limitation. 

(b) Compliance with Covenants.  The Community Facilities District shall be in compliance 
with all covenants set forth in the Fiscal Agent Agreement and any Supplement then in effect and a 
certificate of the Community Facilities District to that effect shall have been filed with the Fiscal Agent; 
provided, however, that Parity Bonds may be issued notwithstanding that the Community Facilities District 
is not in compliance with all such covenants so long as immediately following the issuance of such Parity 
Bonds, the Community Facilities District will be in compliance with all such covenants. 

(c) Supplemental Fiscal Agent Agreement.  The issuance of Parity Bonds shall have been duly 
authorized pursuant to the Act and all applicable laws, and the issuance of Parity Bonds shall have been 
provided for by a Supplement duly adopted by the Community Facilities District which shall specify the 
following: 

(1) the purpose for which the Parity Bonds are to be issued and the fund or funds into 
which the proceeds thereof are to be deposited including payment of all costs incidental to or 
connected therewith; 

(2) the authorized principal amount of the Parity Bonds; 

(3) the date and the maturity date or dates of the Parity Bonds; provided that 

(A) each maturity date shall fall on September 1 and shall pay interest on the 
Interest Payment Dates, 

(B) all such Parity Bonds of like maturity shall be identical in all respects, 
except as to number, and 

(C) fixed serial maturities or Mandatory Sinking Payments, or any 
combination thereof, shall be established if necessary to provide for the retirement of all 
Parity Bonds on or before their respective maturity dates; 

(4) the description of the Parity Bonds, the place of payment thereof and the procedure 
for execution and authentication; 

(5) the denominations and method of numbering of such Parity Bonds; 

(6) the amount and due date of each Mandatory Sinking Payment, if any, for the Parity 
Bonds; 

(7) the amount, if any, to be deposited from the proceeds of the Parity Bonds in the 
Reserve Fund; 

(8) the form of the Parity Bonds; 
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(9) the terms of redemption for the Parity Bonds, which shall be consistent with the 
terms (other than dates for redemption, premium rates and amounts) specified in the Fiscal Agent 
Agreement; and 

(10) such other provisions as are necessary or appropriate and not inconsistent with the 
Fiscal Agent Agreement. 

(d) Homeowner Title.  Individual third party homeowners hold record title to no less than 135 
Dwelling Units within the Community Facilities District. A “Dwelling Unit” is defined for this purpose as 
“each residential dwelling unit which comprises an independent facility capable of conveyance separate 
from adjacent residential dwelling units.” 

(e) Minimum Debt Service Coverage.  The Community Facilities District must receive one or 
more certificates from one or more Independent Financial Consultants which, when taken together, certify 
that (i) the amount of the Assigned Special Taxes that may be levied in each remaining Bond Year on all 
parcels for which building permits are issued as of the ‘date of valuation’ referred to in subsection (f) below 
that are not known by the Community Facilities District to be delinquent in the payment of any Special 
Taxes, assessments or ad valorem property taxes then due and owing (such parcels to be referred to in the 
Covenant 14 of the Fiscal Agent Agreement as the “Appraised Developed Property”), plus (ii) the projected 
Assigned Special Taxes for all parcels to be developed as Custom Lot Property and not otherwise included 
under prior subsection (i) is at least the sum of (A) 1.10 times the Annual Debt Service for each 
corresponding Bond Year on all Outstanding Bonds and the Parity Bonds proposed to be issued (less any 
amounts for capitalized interest that may be available in a Bond Year), and (B) the Administrative Expense 
Requirement. For purposes of making the certification, the Independent Financial Consultants may rely on 
any reports or certificates as may be acceptable to the Community Facilities District and the underwriter of 
the proposed Parity Bonds. 

(f) Minimum Value-to-Lien Ratio for Appraised Developed Property.  The “Appraised 
Developed Property Value” (as defined below) shall be at least six times the sum of: 

(1) “Direct Debt for Appraised Developed Property,” which is defined as that portion 
of the aggregate principal amount of the Outstanding Bonds and the proposed Parity Bonds which 
is allocable to Appraised Developed Property. For this purpose, there will be allocated to the 
Appraised Developed Property the largest principal amount of Outstanding Bonds and Parity Bonds 
that results in the maximum Special Taxes that may be levied on Appraised Developed Property 
(not including any parcels of Appraised Developed Property with delinquent Special Taxes and 
assuming taxation as “Developed Property” under the Rate and Method) in each Fiscal Year being 
at least equal to the sum of 110% of Annual Debt Service on such Outstanding Bonds and Parity 
Bonds in the Bond Year ending on the September 1 following the end of such Fiscal Year of 
taxation plus the share of Administrative Expenses allocable to the Appraised Developed Property 
for such Fiscal Year of taxation. Administrative Expenses in each Fiscal Year shall be deemed to 
be equal to the Administrative Expense Requirement and the portion of the total Administrative 
Expenses allocable to Appraised Developed Property shall be the same portion that Special Taxes 
on Appraised Developed Property represent of the total Special Taxes levied in the Community 
Facilities District in the then current Fiscal Year, plus 

(2) the principal amount of any fixed assessment liens on Appraised Developed 
Property in the Community Facilities District, plus 

(3) the proportionate share of the outstanding principal amount of all other special tax 
bonds payable at least partially from special taxes to be levied on Appraised Developed Property 
in the Community Facilities District (“Overlapping Bonds”), determined by multiplying the 
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outstanding principal amount of those Overlapping Bonds by the following fraction: the amount of 
special taxes securing the Overlapping Bonds levied on Appraised Developed Property in the 
Community Facilities District, divided by the total amount of special taxes securing those 
Overlapping Bonds (in each case to be determined based upon the actual special taxes that are 
levied in the current Fiscal Year). 

The term “Appraised Developed Property Value” for purposes of this subparagraph (f) means the 
value (including both land and improvements) of all parcels of Appraised Developed Property that are not 
known by the Community Facilities District to be delinquent in the payment of any Special Taxes, 
assessments or ad valorem property taxes then due and owing. Appraised Developed Property Value will 
be determined by reference to either or some combination of (i) an appraisal prepared by an MAI appraiser 
selected by the Community Facilities District, with a date of value no earlier than 90 days before the date 
the proposed Parity Bonds would be issued (“date of valuation”), or (ii) the assessed values shown on the 
last equalized County assessor’s property tax rolls as of the date 90 days before the date the proposed Parity 
Bonds would be issued (“date of valuation”). 

Neither the School District nor the Community Facilities District shall be liable to the Owners or 
any other person or entity with respect to any appraisal provided for purposes of meeting this requirement 
or by reason of any exercise of discretion made by any appraiser in connection with this requirement. 

(g) Minimum Value-to-Lien Ratio for Undeveloped Property. The “Undeveloped Property 
Value” (as defined below) shall be at least three times the sum of: 

(1) “Direct Debt for Undeveloped Property,” which is defined as that portion of the 
aggregate principal amount of the Outstanding Bonds and the proposed Parity Bonds which is not 
Direct Debt for Appraised Developed Property, but excluding from such calculation any Parity 
Bonds or proceeds thereof that are escrowed under the Supplement providing for issuance of the 
Parity Bonds, plus 

(2) the principal amount of any fixed assessment liens on Undeveloped Property, plus 

(3) the proportionate share of the outstanding principal amount of all other special tax 
bonds payable at least partially from special taxes to be levied on Undeveloped Property in the 
Community Facilities District (“Overlapping Bonds”), determined by multiplying the outstanding 
principal amount of such Overlapping Bonds by the following fraction: the amount of special taxes 
securing those Overlapping Bonds levied on Undeveloped Property in the Community Facilities 
District, divided by the total amount of special taxes securing such Overlapping Bonds (in each 
case to be determined based upon the actual special taxes levied in the current Fiscal Year). 

The term “Undeveloped Property Value” for purposes of subsection (g) of the Fiscal Agent 
Agreement means the value (including both land and improvements) of all parcels of Undeveloped Property 
that are not known by the Community Facilities District to be delinquent in the payment of any Special 
Taxes, assessments or ad valorem property taxes then due and owing. Undeveloped Property Value shall 
be determined by reference to either or some combination of (i) an appraisal prepared by an MAI appraiser 
selected by the Community Facilities District, with a date of value no earlier than 90 days before the date 
the proposed Parity Bonds would be issued, or (ii) the assessed values shown on the last equalized County 
assessor’s property tax rolls. 

Neither the School District nor the Community Facilities District shall be liable to the Owners or 
any other person or entity with respect to any appraisal provided for purposes of meeting this requirement 
or by reason of any exercise of discretion made by any appraiser in connection with this requirement. 
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(h) Deposit to Reserve Fund.  The Supplement may provide for the establishment of separate 
funds and accounts, and shall provide for a deposit in the Reserve Fund so that the balance in the Reserve 
Fund shall be equal to the Reserve Requirement on the Delivery Date for the Outstanding Bonds and the 
Parity Bonds. 

(i) Certification.  The Community Facilities District shall file with the Fiscal Agent a 
certificate of a District Representative certifying that the conditions precedent to the issuance of the Parity 
Bonds set forth in this Covenant 14 have been satisfied. The District Representative executing the certificate 
may conclusively rely upon such certificates of the Fiscal Agent, the Independent Financial Consultant, 
appraisers, owners of property within the Community Facilities District and others selected with due care, 
without the need for independent inquiry or certification. 

Covenant 15.  Annual Reports. 

(a) Annual Reports to the California Debt and Investment Advisory Commission. Not later 
than October 30 of each year, and until the October 30 following the final maturity of the Bonds, the 
Community Facilities District shall supply to the California Debt and Investment Advisory Commission 
the information required to be provided thereto pursuant to Section 53359.5(b) of the Act. Such information 
shall be made available to any Owner upon written request to the Community Facilities District 
accompanied by a fee determined by the Community Facilities District to pay the costs of the Community 
Facilities District in connection therewith. The Community Facilities District shall in no event be liable to 
any Owner or any other person or entity in connection with any error in any such information. 

(b) If at any time the Fiscal Agent fails to pay principal or interest due on any scheduled 
payment date for the Bonds, or if funds are withdrawn from the Reserve Fund to pay principal or interest 
on the Bonds, the Fiscal Agent shall notify the Community Facilities District in writing of such failure or 
withdrawal, and the Community Facilities District shall notify the California Debt and Investment Advisory 
Commission of such failure or withdrawal within 10 days of the failure to make such payment or the date 
of such withdrawal. 

(c) The reporting requirements of this Covenant 15 shall be amended from time to time, 
without action by the Community Facilities District or the Fiscal Agent to reflect any amendments to 
Section 53359.5(b) or Section 53359.5(c) of the Act. The Community Facilities District shall provide the 
Fiscal Agent with a copy of any such amendment. Notwithstanding the foregoing, any such amendment 
shall not, in itself, affect the Community Facilities District’s obligations under any continuing disclosure 
documentation relating to the Bonds. 

(d) None of the Community Facilities District, its officers, agents, employees or Authorized 
Representatives, or the Fiscal Agent, shall be liable to any person or party for any inadvertent error in 
reporting the information contained in this Covenant 15. 

Continuing Disclosure Covenant.  The Community Facilities District covenants and agrees that it 
will comply with and carry out all of its obligations under the Continuing Disclosure Certificate. 
Notwithstanding any other provision of the Fiscal Agent Agreement, failure of the Community Facilities 
District to comply with its obligations under the Continuing Disclosure Certificate shall not be considered 
an event of default under the Fiscal Agent Agreement, and the sole remedy, in the event of any failure of 
the Community Facilities District to comply with the Continuing Disclosure Certificate, shall be an action 
to compel performance thereof. The Fiscal Agent, at the request of any Participating Underwriter or the 
Owners of at least 25% aggregate principal amount of Outstanding Bonds and upon being provided with 
indemnity reasonably satisfactory to the Fiscal Agent, shall, or any Bondowner or Beneficial Owner may, 
take such actions as may be necessary and appropriate, including seeking mandate or specific performance 
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by court order, to cause the Community Facilities District to comply with its obligations under the 
Continuing Disclosure Covenant. For purposes of the Continuing Disclosure Covenant, “Beneficial Owner” 
means any person which (a) has the power, directly or indirectly, to vote or consent with respect to, or to 
dispose of ownership of, any Bonds (including persons holding Bonds through nominees, depositories or 
other intermediaries), or (b) is treated as the Owner of any Bonds for federal income tax purposes. (See 
“CONTINUING DISCLOSURE” and APPENDIX E - FORM OF CONTINUING DISCLOSURE 
CERTIFICATE”). 

Amendment to Fiscal Agent Agreement 

The Community Facilities District may from time to time, and at any time, without notice to or 
consent of any of the Owners, adopt Supplements to the Fiscal Agent Agreement for any of the following 
purposes: 

(a) to cure any ambiguity, to correct or supplement any provision of the Fiscal Agent 
Agreement which may be inconsistent with any other provision of the Fiscal Agent Agreement, or to make 
any other provision with respect to matters or questions arising under the Fiscal Agent Agreement, or in 
any Supplement, provided that such action shall not materially adversely affect the interests of the 
Bondowners; 

(b) to add to the covenants and agreements of and the limitations and the restrictions upon the 
Community Facilities District contained in the Fiscal Agent Agreement which are not contrary to or 
inconsistent with the Fiscal Agent Agreement as theretofore in effect; 

(c) to modify, alter, amend or supplement the Fiscal Agent Agreement in any other respect 
which is not materially adverse to the Bondowners including, but not limited to, providing for the rating or 
insuring of any of the Bonds; and 

(d) to provide for the issuance of Parity Bonds in accordance with the terms of the Fiscal Agent 
Agreement. 

Exclusive of amendments supplemental to the of the Fiscal Agent Agreement described above, the 
Owners of not less than 60% in aggregate principal amount of the Bonds then Outstanding shall have the 
right to consent to and approve the adoption by the Community Facilities District of such amendments or 
orders supplemental to the Fiscal Agent Agreement as shall be deemed necessary or desirable by the 
Community Facilities District for the purpose of waiving, modifying, altering, amending, adding to or 
rescinding, in any particular, any of the terms or provisions contained in the Fiscal Agent Agreement; 
provided, however, that nothing in the Fiscal Agent Agreement shall permit, or be construed as permitting: 
(a) an extension of the maturity date of the principal of, or the payment date of interest on, any Bonds, (b) 
a reduction in the principal amount of, or redemption premium on, any Bonds or the rate of interest thereon, 
(c) a preference or priority of any Bonds over any other Bonds, or (d) a reduction in the aggregate principal 
amount of the Bonds the Owners of which are required to consent to such Supplement, without, in the case 
of (a) or (b), the consent of the affected Owner, or, in the case of (c) or (d), the consent of the Owners of 
all Bonds then Outstanding. 

Fiscal Agent 

The Fiscal Agent is appointed and takes authorized actions under the terms of the Fiscal Agent 
Agreement. The initial Fiscal Agent may be removed or replaced by the Community Facilities District upon 
30 days’ prior written notice (except during the continuance of an event of default, as further discussed 
below) or may, upon 60 days’ prior written notice, resign in favor of a successor Fiscal Agent. The Fiscal 



D-26 

Agent Agreement provides for certain minimum qualifications of the Fiscal Agent and provides for notice 
and procedures in the event a successor Fiscal Agent is required or appointed. 

(a) The duties of the Fiscal Agent are specified within the Fiscal Agent Agreement and include 
mailing interest payments to the Owners, selecting Bonds for redemption pursuant to the terms of the Fiscal 
Agent Agreement, giving notice of redemption and meetings of the Owners, maintaining the Bond Register 
and maintaining and administering the funds and accounts established pursuant to the Fiscal Agent 
Agreement. The Fiscal Agent also performs all other acts authorized or directed of the Fiscal Agent pursuant 
to the terms of the Fiscal Agent Agreement. 

(b) The Fiscal Agent Agreement provides that the recitals of fact and all promises, covenants 
and agreements contained therein and in the Bonds are to be taken as statements, promises, covenants and 
agreements of the Community Facilities District, and the Fiscal Agent assumes no responsibility for the 
correctness of the same and makes no representations as to the validity or sufficiency of the Fiscal Agent 
Agreement or the Bonds. The Fiscal Agent Agreement provides for certain protections from liability of the 
Fiscal Agent except for its own negligence or willful misconduct, as further specified in the Fiscal Agent 
Agreement. 

Events of Default, Remedies 

Events of Default.  Any one or more of the following events shall constitute an “event of default:” 

(a) default in the due and punctual payment of the principal of any Bond when and as the same 
shall become due and payable, at maturity as therein expressed; 

(b) default in the due and punctual payment of the interest on any Bond when and as the same 
shall become due and payable; or 

(c) default by the Community Facilities District in the observance of any of the other 
agreements, conditions or covenants on its part in the Fiscal Agent Agreement or in the Bonds, and the 
continuation of such default for a period of 30 days after the Community Facilities District shall have been 
given notice in writing of such default by the Fiscal Agent, provided that if within 30 days the Community 
Facilities District has commenced curing of the default and diligently pursues elimination thereof, such 
period shall be extended to permit such default to be eliminated; provided, any noncompliance with the 
terms of the Continuing Disclosure Covenant under the Fiscal Agent Agreement (and set forth above) shall 
not be an event of default under the terms of the Fiscal Agent Agreement. 

Remedies of Owners.  Following the occurrence of an event of default, any Owner shall have the 
right for the equal benefit and protection of all Owners similarly situated: 

(a) by mandamus or other suit or proceeding at law or in equity to enforce his or her rights 
against the Community Facilities District and any of the members, officers and employees of the 
Community Facilities District, and to compel the Community Facilities District or any such members, 
officers or employees to perform and carry out their duties under the Act and their agreements with the 
Owners as provided in the Fiscal Agent Agreement; 

(b) by suit in equity to enjoin any actions or things which are unlawful or violate the rights of 
the Owners; or 
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(c) upon the happening of an event of default (as defined in the Fiscal Agent Agreement), by 
a suit in equity to require the Community Facilities District and its members, officers and employees to 
account as the trustee of an express trust. 

Nothing in the Fiscal Agent Agreement, or in the Bonds, shall affect or impair the obligation of the 
Community Facilities District, which is absolute and unconditional, to pay the interest on and principal of 
the Bonds to the respective Owners of the Bonds at the respective dates of maturity, as provided in the 
Fiscal Agent Agreement, out of the Net Taxes pledged for such payment, or affect or impair the right of 
action, which is also absolute and unconditional, of such Owners to institute suit to enforce such payment 
by virtue of the contract embodied in the Bonds and in the Fiscal Agent Agreement. 

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

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

No remedy in the Fiscal Agent Agreement conferred upon or reserved to the Owners is intended to 
be exclusive of any other remedy. Every such remedy shall be cumulative and shall be in addition to every 
other remedy given pursuant to the Fiscal Agent Agreement or now or hereafter existing, at law or in equity 
or by statute or otherwise, and may be exercised without exhausting and without regard to any other remedy 
conferred by the Act or any other law. 

Application of Net Taxes After Default.  If an Event of Default shall occur and be continuing, all 
Net Taxes and any other funds thereafter received by the Fiscal Agent under any of the provisions of the 
Fiscal Agent Agreement shall be applied by the Fiscal Agent as follows and in the following order: 

(a) to the payment of any expenses necessary in the opinion of the Fiscal Agent to protect the 
interests of the Owners of the Bonds and payment of reasonable fees, charges and expenses of the Fiscal 
Agent (including reasonable fees and disbursements of its counsel) incurred in and about the performance 
of its powers and duties under the Fiscal Agent Agreement; 

(b) to the payment of the principal of and interest then due with respect to the Bonds (upon 
presentation of the Bonds to be paid, and stamping thereon of the payment if only partially paid, or surrender 
thereof if fully paid) subject to the provisions of the Fiscal Agent Agreement, as follows: 

First: To the payment to the Owners entitled thereto of all installments of interest then due 
in the order of the maturity of such installments and, if the amount available shall not be sufficient 
to pay in full any installment or installments maturing on the same date, then to the payment thereof 
ratably, according to the amounts due thereon, to the Owners entitled thereto, without any 
discrimination or preference; and 

Second: To the payment to the Owners entitled thereto of the unpaid principal of any Bonds 
which shall have become due, whether at maturity or by call for redemption, with interest on the 
overdue principal at the rate borne by the respective Bonds on the date of maturity or redemption, 
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and, if the amount available shall not be sufficient to pay in full all the Bonds, together with such 
interest, then to the payment thereof ratably, according to the amounts of principal due on such date 
to the Owners entitled thereto, without any discrimination or preference. 

Any remaining funds shall be transferred by the Fiscal Agent to the Special Tax Fund. 

Limitation on Bondowners’ Right to Sue.  Except as expressly provided for in the Fiscal Agent 
Agreement, no Owner of any Bonds shall have the right to institute any suit, action or proceeding at law or 
in equity, for the protection or enforcement of any right or remedy under the Fiscal Agent Agreement, the 
Act or any other applicable law with respect to such Bonds, unless: (a) such Owner shall have given to the 
Fiscal Agent written notice of the occurrence of an Event of Default, (b) the Owners of a majority in 
aggregate principal amount of the Bonds then Outstanding shall have made written request upon the Fiscal 
Agent to exercise the powers granted in the Fiscal Agent Agreement or to institute such suit, action or 
proceeding in its own name, (c) such Owner or said Owners shall have tendered to the Fiscal Agent 
indemnity against the costs, expenses and liabilities to be incurred in compliance with such request, and (d) 
the Fiscal Agent shall have refused or omitted to comply with such request for a period of 60 days after 
such written request shall have been received by, and such tender of indemnity shall have been made to, 
the Fiscal Agent. 

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

Defeasance 

Any Outstanding Bond(s) shall be deemed to have been paid within the meaning expressed in the 
Fiscal Agent Agreement if such Bond is paid in any one or more of the following ways: 

(a) by paying or causing to be paid the principal of, premium, if any, and interest due on such 
Bond, as and when the same become due and payable; 

(b) by depositing with the Fiscal Agent, or a designated bank or trust company as escrow 
holder, in trust, at or before maturity, money which, together with the amounts then on deposit in the Special 
Tax Fund, the Bond Fund, the Redemption Fund and the Reserve Fund and available for such purpose, is 
fully sufficient to pay the principal of and interest on such Bond as and when the same shall become due 
and payable; or 

(c) by depositing with the Fiscal Agent, or a designated bank or trust company as escrow 
holder, in trust, direct, noncallable Federal Securities, in such amount as certified by a nationally recognized 
certified public accountant which will, together with the interest to accrue thereon and monies then on 
deposit in the Special Tax Fund, the Bond Fund, the Redemption Fund and the Reserve Fund available for 
such purpose, together with the interest to accrue thereon, be fully sufficient to pay and discharge the 
principal of and interest and any premium on such Bond as and when the same shall become due and 
payable;  
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then, notwithstanding that any such Bond shall not have been surrendered for payment, all obligations of 
the Community Facilities District under the Fiscal Agent Agreement, and any Supplement, with respect to 
such Bond shall cease and terminate, except for the obligation of the Fiscal Agent to pay or cause to be paid 
to the Owners of any such Bonds not so surrendered and paid, all sums due thereon and except for the 
covenants of the Community Facilities District contained and identified in the Fiscal Agent Agreement 

Miscellaneous 

Unclaimed Monies. Anything in the Fiscal Agent Agreement to the contrary notwithstanding, to 
the extent permitted by law and subject to the applicable escheat laws of the State, any money held by the 
Fiscal Agent in trust for the payment and discharge of any of the Bonds which remains unclaimed for two 
years after the date when such Bonds have become due and payable, if such money was held by the Fiscal 
Agent at such date, or for two years after the date of deposit of such money if deposited with the Fiscal 
Agent after the date when such monies become due and payable, shall be repaid by the Fiscal Agent to the 
Community Facilities District, as its absolute property and free from trust, and the Fiscal Agent shall 
thereupon be released and discharged with respect thereto and the Owners shall look thereafter only to the 
Community Facilities District for the payment of such Bonds. The Fiscal Agent shall give notice to the 
Community Facilities District of the amount of any unclaimed monies that are available for transfer to the 
Community Facilities District and the Community Facilities District shall request such transfer in writing. 
However, before being required to make any such payment to the Community Facilities District, the Fiscal 
Agent shall, at the expense of the Community Facilities District, cause to be mailed to the registered owners 
of such Bonds, at their addresses as they appear on the Bond Register, a notice that said money remains 
unclaimed and that, after a date named in said notice, which date shall not be less than 30 days after the 
date of the mailing of such notice, the balance of such money then unclaimed will be returned to the 
Community Facilities District. 
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APPENDIX E 

FORM OF COMMUNITY FACILITIES DISTRICT 
CONTINUING DISCLOSURE CERTIFICATE 

THIS CONTINUING DISCLOSURE CERTIFICATE (the “Disclosure Certificate”), dated as 
of September 1, 2016, is by and between Government Financial Strategies inc., as dissemination agent 
(the “Dissemination Agent”), and the Community Facilities District No. 2005-1 of the Capistrano 
Unified School District (Whispering Hills) (the “Community Facilities District”). 

RECITALS: 

WHEREAS, the Community Facilities District has issued its Community Facilities District 
No. 2005-1 of the Capistrano Unified School District (Whispering Hills) Series 2016 Special Tax 
Bonds (the “Bonds”) in the initial principal amount of $12,575,000; and 
 

WHEREAS, the Bonds are being issued pursuant to the Fiscal Agent Agreement, dated as of 
October 1, 2013 (the “Original Fiscal Agent Agreement”), by and between the Community Facilities 
District and U.S. Bank National Association, as fiscal agent (the “Fiscal Agent”), as supplemented by 
the First Supplement to Fiscal Agent Agreement, dated as of September 1, 2016 (the “First Supplement 
to Fiscal Agent Agreement,” and together with the Original Fiscal Agent Agreement, the “Fiscal Agent 
Agreement”); and 

WHEREAS, this Disclosure Certificate is being executed and delivered by the Community 
Facilities District and the Dissemination Agent for the benefit of the owners and beneficial owners of 
the Bonds and in order to assist the underwriter of the Bonds in complying with United States 
Securities and Exchange Commission Rule 15c2-12(b)(5). 

AGREEMENT: 

NOW, THEREFORE, for and in consideration of the premises and mutual covenants herein 
contained, and for other consideration the receipt and sufficiency of which is hereby acknowledged, 
the parties hereto agree as follows: 

Section 1.  Definitions.  In addition to the definitions of capitalized terms set forth in 
Section 1.02 of the Fiscal Agent Agreement, which apply to any capitalized term used in this 
Disclosure Certificate unless otherwise defined in this Section or in the Recitals above, the following 
capitalized terms shall have the following meanings when used in this Disclosure Certificate: 

“Annual Report” means any Annual Report provided by the Community Facilities District 
pursuant to, and as described in, Sections 3 and 4 of this Disclosure Certificate. 

“Beneficial Owner” shall mean any person who (a) has the power, directly or indirectly, to 
vote or consent with respect to, or to dispose of ownership of, any Bond (including persons holding 
any Bonds through nominees, depositories or other intermediaries), or (b) is treated as the owner of 
any Bond for federal income tax purposes. 

“Disclosure Representative” means the Deputy Superintendent, Business & Support Services 
of the School District, or such person’s designee, or such other officer or employee as the Community 
Facilities District shall designate as the Disclosure Representative hereunder in writing to the 
Dissemination Agent from time to time. 

“Dissemination Agent” means Government Financial Strategies inc., acting in its capacity as 
Dissemination Agent hereunder, or any successor Dissemination Agent designated in writing by the 
Community Facilities District and which has filed with the Community Facilities District and the 
School District a written acceptance of such designation. 
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“EMMA” or “Electronic Municipal Market Access” means the centralized on-line repository 
for documents to be filed with the MSRB, such as official statements and disclosure information 
relating to municipal bonds, notes and other securities as issued by state and local governments. 

“Listed Events” means any of the events listed in Section 5(a) or 5(b) of this Disclosure 
Certificate. 

“MSRB” means the Municipal Securities Rulemaking Board, which has been designated by 
the Securities and Exchange Commission as the sole repository of disclosure information for purposes 
of the Rule, or any other repository of disclosure information which may be designated by the 
Securities and Exchange Commission as such for purposes of the Rule in the future. 

“Official Statement” means the Official Statement, dated August 17, 2016, relating to the 
Bonds. 

“Participating Underwriter” means Stifel, Nicolaus & Company, Incorporated, the original 
underwriter of the Bonds required to comply with the Rule in connection with offering of the Bonds. 

“Rule” means Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission under 
the Securities Exchange Act of 1934, as the same may be amended from time to time. 

Section 2.  Purpose of the Disclosure Certificate.  This Disclosure Certificate is being executed 
and delivered by the Community Facilities District and the Dissemination Agent for the benefit of the 
owners and Beneficial Owners of the Bonds and in order to assist the Participating Underwriter in 
complying with the Rule. 

Section 3.  Provision of Annual Reports. 

(a) Delivery of Annual Report.  The Community Facilities District shall, or shall cause the 
Dissemination Agent to, not later than nine months after the end of the Community Facilities 
District’s fiscal year (which currently ends on June 30), commencing with the report for the 2015-16 
Fiscal Year, which is due not later than March 31, 2017, file with EMMA, in a readable PDF or other 
electronic format as prescribed by the MSRB, an Annual Report that is consistent with the 
requirements of Section 4 of this Disclosure Certificate.  The Annual Report may be submitted as a 
single document or as separate documents comprising a package and may cross-reference other 
information as provided in Section 4 of this Disclosure Certificate; provided that the audited financial 
statements of the Community Facilities District, if any, may be submitted separately from the balance 
of the Annual Report and later than the date required above for the filing of the Annual Report if they 
are not available by that date. 

(b) Change of Fiscal Year.  If the Community Facilities District’s fiscal year changes, the 
Community Facilities District shall give notice of such change in the same manner as for a Listed 
Event under Section 5(c), and subsequent Annual Report filings shall be made no later than nine 
months after the end of such new fiscal year end. 

(c) Delivery of Annual Report to Dissemination Agent.  Not later than fifteen (15) Business Days 
prior to the date specified in subsection (a) (or, if applicable, subsection (b)) of this Section 3 for 
providing the Annual Report to EMMA, the Community Facilities District shall provide the Annual 
Report to the Dissemination Agent (if other than the Community Facilities District).  If by such date, the 
Dissemination Agent has not received a copy of the Annual Report, the Dissemination Agent shall notify 
the Community Facilities District. 
 

(d) Report of Non-Compliance.  If the Community Facilities District is the Dissemination 
Agent and is unable to file an Annual Report by the date required in subsection (a) (or, if applicable, 
subsection (b)) of this Section 3, the Community Facilities District shall send in a timely manner a 
notice to EMMA substantially in the form attached hereto as Exhibit A.  If the Community Facilities 
District is not the Dissemination Agent and is unable to provide an Annual Report to the 
Dissemination Agent by the date required in subsection (c) of this Section 3, the Dissemination Agent 
shall send in a timely manner a notice to EMMA in substantially the form attached hereto as 
Exhibit A. 
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(e) Annual Compliance Certification.  The Dissemination Agent shall, if the Dissemination 
Agent is other than the Community Facilities District, file a report with the Community Facilities 
District certifying that the Annual Report has been filed with EMMA pursuant to this Section 3 of this 
Disclosure Certificate, stating the date it was so provided and filed. 

Section 4.  Content of Annual Reports.  The Annual Report shall contain or incorporate by 
reference the following: 

(a) Financial Statements.  If audited financial statements of the Community Facilities District 
are prepared, the Community Facilities District shall provide such audited financial statements, 
prepared in accordance with generally accepted accounting principles as promulgated to apply to 
governmental entities from time to time by the Governmental Accounting Standard Board.  If audited 
financial statements are to be prepared but are not available at the time required for filing, unaudited 
financial statements shall be submitted with the Annual Report and audited financial statement shall 
be submitted in a timely manner once available.  For purposes of this section, the financial statements 
of the School District shall not be deemed to be the financial statements of the Community Facilities 
District, unless such audited financial statements contain specific information as to such Community 
Facilities District, its revenues, expenses and account balances.  If audited financial statements of the 
Community Facilities District are not prepared, no unaudited financial statements need be submitted. 

(b) Other Annual Information.  Each Annual Report shall also include the following 
information, to the extent not included in the audited final statements of the Community Facilities 
District: 

(i) The most recent annual information required to be provided to the California Debt and 
Investment Advisory Commission pursuant to Covenant 15(a) of Section 5.02 of the Fiscal 
Agent Agreement, which shall include, in any event, the principal amount of the Bonds and 
any Parity Bonds outstanding and the balance in each fund under the Fiscal Agent 
Agreement as of the immediately preceding June 30. 

 
(ii) Any amendments or changes to the Rate and Method since the last Annual Report. 

 
(iii) The principal amount of any Parity Bonds issued since the last Annual Report. 

 
(iv) An update to Table 3 entitled “Projected Fiscal Year 2016-17 Special Tax Levy” providing 

the Special Tax levy amounts for the most recent fiscal year. 
 

(v) An update of Table 2 of the Official Statement entitled “Debt Service Coverage from Net 
Taxes” and Table 5B entitled “Estimated Appraised Value-to-Lien Ratios” in the Official 
Statement for the Bonds based on the assessed values of property within the Community 
Facilities District and the Special Tax levy, in each case for the most recent Fiscal Year for 
which such information is available. 

 
(vi) An update to Table 4 entitled “Special Tax Delinquency History”, with delinquency 

information as of a date within 45 days of the date of the Annual Report and including a 
general description regarding the status of the Community Facilities District’s actions, if 
any, on covenants to pursue foreclosure proceedings upon delinquent properties. 

 
(vii) Any change in the application of Orange County’s Teeter Plan to the Special Taxes levied 

in the Community Facilities District since the last Annual Report. 

(c) Cross References.  Any or all of the items listed above may be included by specific 
reference to other documents, including official statements of debt issues of the School District or 
related public entities, which are available to the public on EMMA.  The Community Facilities 
District shall clearly identify each such other document so included by reference. 

If the document included by reference is a final official statement, it must be available from 
EMMA. 
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(d) Further Information.  In addition to any of the information expressly required to be 
provided under paragraph (b) of this Section 4, the Community Facilities District shall provide such 
further information, if any, as may be necessary to make the specifically required statements, in the 
light of the circumstances under which they are made, not misleading. 

Section 5.  Reporting of Events. 

(a) Listed Events.  The Community Facilities District shall, or shall cause the Dissemination 
Agent (if not the Community Facilities District) to, give notice of the occurrence of any of the 
following events with respect to the Bonds: 

(1) Principal and interest payment delinquencies. 

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

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

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

(5) Defeasances. 
 

(6) Rating changes. 

(7) Tender offers. 

(8) Bankruptcy, insolvency, receivership or similar event of the obligated person. 

(9) Adverse tax opinions, the issuance by the Internal Revenue Service of 
proposed or final determinations of taxability, Notices of Proposed Issue (IRS Form 5701-
TEB) or other material notices or determinations with respect to the tax status of the security, 
or other material events affecting the tax status of the security. 

Note: For the purposes of the event identified in subparagraph (8), the event is considered 
to occur when any of the following occur: the appointment of a receiver, fiscal agent or 
similar officer for an obligated person in a proceeding under the U.S. Bankruptcy Code or 
in any other proceeding under state or federal law in which a court or governmental 
authority has assumed jurisdiction over substantially all of the assets or business of the 
obligated person, or if such jurisdiction has been assumed by leaving the existing 
governmental body and officials or officers in possession but subject to the supervision and 
orders of a court or governmental authority, or the entry of an order confirming a plan of 
reorganization, arrangement or liquidation by a court or governmental authority having 
supervision or jurisdiction over substantially all of the assets or business of the obligated 
person. 

(b) Material Events.  The Community Facilities District shall give, or cause to be given, 
notice of the occurrence of any of the following events with respect to the Bonds, if material: 

(1) Non-payment related defaults. 

(2) Modifications to rights of security holders. 

(3) Bond calls. 

(4) The release, substitution, or sale of property securing repayment of the 
securities. 

(5) The consummation of a merger, consolidation, or acquisition involving an 
obligated person or the sale of all or substantially all of the assets of the obligated person, 
other than in the ordinary course of business, the entry into a definitive agreement to 
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undertake such an action or the termination of a definitive agreement relating to any such 
actions, other than pursuant to its terms. 

(6) Appointment of a successor or additional fiscal agent, or the change of name 
of a fiscal agent. 

(c) Time to Disclose.  The Community Facilities District shall, or shall cause the 
Dissemination Agent (if not the Community Facilities District) to, file a notice of any such 
occurrence described in subsection (a) or subsection (b) above with EMMA, in an electronic 
format as prescribed by the MSRB, in a timely manner not in excess of 10 business days after the 
occurrence of any Listed Event.  Notwithstanding the foregoing, notice of Listed Events described 
in subsections (a)(5) and (b)(3) above need not be given under this subsection any earlier than the 
notice (if any) of the underlying event is given to owners of affected Bonds under the Fiscal Agent 
Agreement. 
 

Section 6.  Identifying Information for Filings with EMMA.  All documents provided to 
EMMA under this Disclosure Certificate shall be accompanied by identifying information as 
prescribed by the MSRB. 

Section 7.  Termination of Reporting Obligation.  The Community Facilities District’s 
obligations under this Disclosure Certificate shall terminate upon the defeasance, prior redemption or 
payment in full of all of the Bonds.  If such termination occurs prior to the final maturity of the 
Bonds, the Community Facilities District shall give notice of such termination in the same manner as 
for a Listed Event under Section 5(c). 

Section 8.  Dissemination Agent. 

(a) Appointment of Dissemination Agent.  The Community Facilities District may, from time to 
time, appoint or engage a Dissemination Agent to assist it in carrying out its obligations under this 
Disclosure Certificate and may discharge any such agent, with or without appointing a successor 
Dissemination Agent.  The initial Dissemination Agent shall be David Taussig & Associates, Inc. 

If the Dissemination Agent is not the Community Facilities District, the Dissemination Agent 
shall not be responsible in any manner for the content of any notice or report prepared by the Community 
Facilities District pursuant to this Disclosure Certificate.  It is understood and agreed that any information 
that the Dissemination Agent may be instructed to file with EMMA shall be prepared and provided to it 
by the Community Facilities District.  The Dissemination Agent has undertaken no responsibility with 
respect to the content of any reports, notices or disclosures provided to it under this Disclosure Certificate 
and has no liability to any person, including any Bond owner, with respect to any such reports, notices or 
disclosures.  The fact that the Dissemination Agent or any affiliate thereof may have any fiduciary or 
banking relationship with the School District or the Community Facilities District shall not be construed 
to mean that the Dissemination Agent has actual knowledge of any event or condition, except as may be 
provided by written notice from the Community Facilities District. 

(b) Compensation of Dissemination Agent.  The Dissemination Agent shall be paid 
compensation by the Community Facilities District for its services provided hereunder as agreed to 
between the Dissemination Agent and the Community Facilities District from time to time and all 
expenses, legal fees and expenses and advances made or incurred by the Dissemination Agent in the 
performance of its duties hereunder.  The Dissemination Agent shall not be deemed to be acting in any 
fiduciary capacity for the Community Facilities District, the School District, the owners of the Bonds or 
Beneficial Owners, or any other party.  The Dissemination Agent may rely, and shall be protected in 
acting or refraining from acting, upon any direction from the Community Facilities District or an opinion 
of nationally recognized bond counsel.  The Dissemination Agent may at any time resign by giving 
written notice of such resignation to the Community Facilities District and the School District.  The 
Dissemination Agent shall not be liable hereunder except for its negligence or willful misconduct. 

(c) Responsibilities of Dissemination Agent.  In addition to the filing obligations of the 
Dissemination Agent set forth in Sections 3(e) and 5, the Dissemination Agent shall be obligated, and 
hereby agrees, to provide a request to the Community Facilities District and the School District to 
compile the information required for its Annual Report at least 30 days prior to the date such 
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information is to be provided to the Dissemination Agent pursuant to subsection (c) of Section 3.  The 
failure to provide or receive any such request shall not affect the obligations of the Community 
Facilities District under Section 3. 

Section 9.  Amendment; Waiver.  Notwithstanding any other provision of this Disclosure 
Certificate, the Community Facilities District may amend this Disclosure Certificate (and the 
Dissemination Agent shall agree to any amendment so requested by the Community Facilities District 
that does not impose any greater duties or risk of liability on the Dissemination Agent), and any 
provision of this Disclosure Certificate may be waived, provided that all of the following conditions are 
satisfied: 
 

(a) Change in Circumstances.  If the amendment or waiver relates to the provisions 
of Sections 3(a), 4 or 5(a) or (b), it may only be made in connection with a change in 
circumstances that arises from a change in legal requirements, change in law, or change in the 
identity, nature, or status of an obligated person with respect to the Bonds, or the type of 
business conducted. 

(b) Compliance as of Issue Date.  The Disclosure Certificate, as amended or taking 
into account such waiver, would, in the opinion of a nationally recognized bond counsel, have 
complied with the requirements of the Rule at the time of the original issuance of the Bonds, 
after taking into account any amendments or interpretations of the Rule, as well as any change 
in circumstances. 

(c) Consent of Holders; Non-impairment Opinion.  The amendment or waiver either 
(i) is approved by the Bond owners in the same manner as provided in the Fiscal Agent 
Agreement for amendments to the Fiscal Agent Agreement with the consent of Bond owners, 
or (ii) does not, in the opinion of nationally recognized bond counsel, materially impair the 
interests of the Bond owners or Beneficial Owners. 

If this Disclosure Certificate is amended or any provision of this Disclosure Certificate is waived, 
the Community Facilities District shall describe such amendment or waiver in the next following Annual 
Report and shall include, as applicable, a narrative explanation of the reason for the amendment or waiver 
and its impact on the type (or in the case of a change of accounting principles, on the presentation) of 
financial information or operating data being presented by the Community Facilities District.  In addition, 
if the amendment relates to the accounting principles to be followed in preparing financial statements, (i) 
notice of such change shall be given in the same manner as for a Listed Event under Section 5(c), and (ii) 
the Annual Report for the year in which the change is made should present a comparison (in narrative 
form and also, if feasible, in quantitative form) between the financial statements as prepared on the basis 
of the new accounting principles and those prepared on the basis of the former accounting principles. 

Section 10.  Additional Information.  Nothing in this Disclosure Certificate shall be deemed to 
prevent the Community Facilities District from disseminating any other information, using the means of 
dissemination set forth in this Disclosure Certificate or any other means of communication, or including 
any other information in any Annual Report or notice of occurrence of a Listed Event, in addition to that 
which is required by this Disclosure Certificate.  If the Community Facilities District chooses to include 
any information in any Annual Report or notice of occurrence of a Listed Event in addition to that which 
is specifically required by this Disclosure Certificate, the Community Facilities District shall have no 
obligation under this Disclosure Certificate to update such information or include it in any future Annual 
Report or notice of occurrence of a Listed Event. 

Section 11.  Default.  In the event of a failure of the Community Facilities District to comply 
with any provision of this Disclosure Certificate, any Bond owner or Beneficial Owner, or the Fiscal 
Agent or the Participating Underwriter, may take such actions as may be necessary and appropriate, 
including seeking mandate or specific performance by court order, to cause the Community Facilities 
District to comply with its obligations under this Disclosure Certificate.  The sole remedy under this 
Disclosure Certificate in the event of any failure of the Community Facilities District to comply with 
this Disclosure Certificate shall be an action to compel performance. 



 

E-7 
 

Section 12.  Beneficiaries.  This Disclosure Certificate shall inure solely to the benefit of the 
Community Facilities District, the Fiscal Agent, the Dissemination Agent, the Participating 
Underwriter and holders and Beneficial Owners from time to time of the Bonds, and shall create no 
rights in any other person or entity. 

Section 13.  Counterparts.  This Disclosure Certificate may be executed in several 
counterparts, each of which shall be an original and all of which shall constitute but one and the same 
instrument. 

IN WITNESS WHEREOF, the parties hereto have executed this Disclosure Certificate as of 
the date first above written. 

COMMUNITY FACILITIES DISTRICT 
NO. 2005-1 OF THE CAPISTRANO UNIFIED 
SCHOOL DISTRICT (WHISPERING HILLS) 

By: _______________________________________  

Its:  _______________________________________  

GOVERNMENT FINANCIAL STRATEGIES INC., 
as Dissemination Agent 

By:  _______________________________________  

Its:    ______________________________________  
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EXHIBIT A 

NOTICE TO MUNICIPAL SECURITIES RULEMAKING BOARD 
OF FAILURE TO FILE ANNUAL REPORT 

Name of Obligor: 

Name of Bond Issue: 

Date of Issuance: 

Community Facilities District No. 2005-1 of the Capistrano Unified 
School District (Whispering Hills) 

Community Facilities District No. 2005-1 of the Capistrano Unified 
School District (Whispering Hills) Series 2016 Special Tax Bonds 

______________, 2016 

NOTICE IS HEREBY GIVEN that the Obligor has not provided an Annual Report with 
respect to the above-named Bonds as required by Section 3 of the Continuing Disclosure Certificate, 
dated as of September 1, 2016, between the Obligor and Government Financial Strategies inc., as 
dissemination agent, and Section 5.03 of the Fiscal Agent Agreement, dated as of October 1, 2013, by 
and between the Obligor and U.S. Bank National Association, as Fiscal Agent, as supplemented by the 
First Supplement to Fiscal Agent Agreement, dated as of September 1, 2016, by and between the 
Obligor and the Fiscal Agent. The Obligor anticipates that the Annual Report will be filed by 
__________________. 

Date: ______________________  

[DISSEMINATION AGENT] 

By: ___________________________________  

Its:  __________________________________  
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APPENDIX F 

FORM OF OPINION OF BOND COUNSEL

Upon the delivery of the 2016 Bonds, Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the 
Community Facilities District, proposes to render its final approving opinion with respect to the 2016 
Bonds in substantially the following form: 

[Date of Delivery] 

Community Facilities District No. 2005-1 of the 
   Capistrano Unified School District (Whispering Hills) 
San Juan Capistrano, California 

Community Facilities District No. 2005-1 
of the Capistrano Unified School District (Whispering Hills) 

Special Tax Bonds, Series 2016 
(Final Opinion) 

Ladies and Gentlemen: 

We have acted as bond counsel to Community Facilities District No. 2005-1 of the Capistrano 
Unified School District (Whispering Hills) (the “Community Facilities District”) in connection with the 
issuance of $12,575,000 aggregate principal amount of Community Facilities District No. 2005-1 
Capistrano Unified School District (Whispering Hills) Special Tax Bonds, Series 2016 (the “Bonds”), 
issued pursuant to the Fiscal Agent Agreement, dated as of October 1, 2013 (the “Original Fiscal Agent 
Agreement”), by and between the Community Facilities District and U.S. Bank National Association, as 
fiscal agent (the “Fiscal Agent”), as supplemented by the First Supplement to Fiscal Agent Agreement, 
dated as of September 1, 2016 (the “First Supplement to Fiscal Agent Agreement,” and together with the 
Original Fiscal Agent Agreement, the “Fiscal Agent Agreement”).  Capitalized terms not otherwise defined 
herein have the meanings ascribed thereto in the Fiscal Agent Agreement. 

In such connection, we have reviewed the Fiscal Agent Agreement, the Tax Certificate, dated the 
date hereof (the “Tax Certificate”), opinions of counsel to the Community Facilities District and the Fiscal 
Agent, certificates of the Community Facilities District, the Fiscal Agent and others, and such other 
documents, opinions and matters to the extent we deemed necessary to render the opinions set forth herein.   

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and 
court decisions and cover certain matters not directly addressed by such authorities.  Such opinions may be 
affected by actions taken or omitted or events occurring after the date hereof.  We have not undertaken to 
determine, or to inform any person, whether any such actions are taken or omitted or events do occur or 
any other matters come to our attention after the date hereof.  Accordingly, this letter speaks only as of its 
date and is not intended to, and may not, be relied upon or otherwise used in connection with any such 
actions, events or matters. Our engagement with respect to the Bonds has concluded with their issuance, 
and we disclaim any obligation to update this letter.  We have assumed the genuineness of all documents 
and signatures presented to us (whether as originals or as copies) and the due and legal execution and 
delivery thereof by, and validity against, any parties other than the Community Facilities District.  We have 
assumed, without undertaking to verify, the accuracy of the factual matters represented, warranted or 
certified in the documents and of the legal conclusions contained in the opinions, referred to in the second 
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paragraph hereof.  Furthermore, we have assumed compliance with all covenants and agreements contained 
in the Fiscal Agent Agreement and the Tax Certificate, including (without limitation) covenants and 
agreements compliance with which is necessary to assure that future actions, omissions or events will not 
cause interest on the Bonds to be included in gross income for federal income tax purposes.  We call 
attention to the fact that the rights and obligations under the Bonds, the Fiscal Agent Agreement and the 
Tax Certificate and their enforceability may be subject to bankruptcy, insolvency, receivership, 
reorganization, arrangement, fraudulent conveyance, moratorium and other laws relating to or affecting 
creditors’ rights, to the application of equitable principles, to the exercise of judicial discretion in 
appropriate cases and to the limitations on legal remedies against governmental entities such as the 
Community Facilities District in the State of California.  We express no opinion with respect to any 
indemnification, contribution, liquidated damages, penalty (including any remedy deemed to constitute a 
penalty), right of set-off, arbitration, judicial reference, choice of law, choice of forum, choice of venue, 
non-exclusivity of remedies, waiver or severability provisions contained in the foregoing documents, nor 
do we express any opinion with respect to the plans, specifications, maps, reports or other engineering or 
financial details of the proceedings, or upon the Rate and Method or the validity of the Special Taxes levied 
upon any individual parcel.  Our services did not include financial or other non-legal advice.  Finally, we 
undertake no responsibility for the accuracy, completeness or fairness of the Official Statement or other 
offering material relating to the Bonds and express no opinion with respect thereto. 

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of the 
following opinions: 

1.  The Bonds constitute valid and binding special obligations of the Community Facilities 
District, payable, as provided in the Fiscal Agent Agreement, solely from Net Taxes and the other assets 
pledged therefor under the Fiscal Agent Agreement. 

2.   The Fiscal Agent Agreement has been duly executed and delivered by, and constitutes a 
valid and binding obligation of, the Community Facilities District.   

3.   Interest on the Bonds is excluded from gross income for federal income tax purposes under 
Section 103 of the Internal Revenue Code of 1986 and is exempt from State of California personal income 
taxes.  Interest on the Bonds is not a specific preference item for purposes of the federal individual or 
corporate alternative minimum taxes, although we observe that it is included in adjusted current earnings 
when calculating corporate alternative minimum taxable income.  We express no opinion regarding other 
tax consequences related to the ownership or disposition of, or the amount, accrual or receipt of interest on, 
the Bonds. 

Faithfully yours, 

ORRICK, HERRINGTON & SUTCLIFFE LLP 
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 APPENDIX G 

BOOK-ENTRY SYSTEM 

 The following description of the procedures and record keeping with respect to beneficial 
ownership interests in the 2016 Bonds, payment of principal of and interest on the 2016 Bonds to Direct 
Participants, Indirect Participants or Beneficial Owners (as such terms are defined below) of the 2016 
Bonds, confirmation and transfer of beneficial ownership interests in the 2016 Bonds and other bond-
related transactions by and between DTC, Direct Participants, Indirect Participants and Beneficial 
Owners of the 2016 Bonds is based solely on information furnished by DTC to the Community Facilities 
District which the Community Facilities District believes to be reliable, but the Community Facilities 
District, the Community Facilities District and the Underwriter do not and cannot make any independent 
representations concerning these matters and do not take responsibility for the accuracy or completeness 
thereof.  Neither the DTC, Direct Participants, Indirect Participants nor the Beneficial Owners should 
rely on the foregoing information with respect to such matters, but should instead confirm the same with 
DTC or the DTC Participants, as the case may be. 
 

 The Depository Trust Company (“DTC”), New York, New York, will act as securities depository 
for the 2016 Bonds.  The 2016 Bonds will be issued as fully-registered securities registered in the name of 
Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized 
representative of DTC.  One fully-registered 2016 Bond will be issued for each maturity of the 2016 
Bonds, each in the aggregate principal amount of such maturity, and will be deposited with DTC. 

 DTC, the world’s largest securities depository, is a limited-purpose trust company organized 
under the New York Banking Law, a “banking organization” within the meaning of the New York 
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the meaning of 
the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions 
of Section 17A of the Securities Exchange Act of 1934.  DTC holds and provides asset servicing for over 
3.6 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money 
market instruments (from over 100 countries) that DTC’s participants (“Direct Participants”) deposit with 
DTC.  DTC also facilitates the post-trade settlement among Direct Participants of sales and other 
securities transactions in deposited securities, through electronic computerized book-entry transfers and 
pledges between Direct Participants’ accounts.  This eliminates the need for physical movement of 
securities certificates.  Direct Participants include both U.S. and non-U.S. securities brokers and dealers, 
banks, trust companies, clearing corporations, and certain other organizations.  DTC is a wholly-owned 
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”).  DTCC is the holding company 
for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation all of which 
are registered clearing agencies.  DTCC is owned by the users of its regulated subsidiaries.  Access to the 
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, 
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship 
with a Direct Participant, either directly or indirectly (“Indirect Participants”).  DTC has a Standard & 
Poor’s rating of AA+.  The DTC Rules applicable to its Participants are on file with the Securities and 
Exchange Commission.  More information about DTC can be found at www.dtcc.com.  The information 
on such website is not incorporated herein by such reference or otherwise. 

 Purchases of 2016 Bonds under the DTC system must be made by or through Direct Participants, 
which will receive a credit for the 2016 Bonds on DTC’s records.  The ownership interest of each actual 
purchaser of each 2016 Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect 
Participants’ records.  Beneficial Owners will not receive written confirmation from DTC of their 
purchase.  Beneficial Owners are, however, expected to receive written confirmations providing details of 
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the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant 
through which the Beneficial Owner entered into the transaction.  Transfers of ownership interests in the 
2016 Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants 
acting on behalf of Beneficial Owners.  Beneficial Owners will not receive certificates representing their 
ownership interests in the 2016 Bonds, except in the event that use of the book-entry system for the 2016 
Bonds is discontinued. 

 To facilitate subsequent transfers, all 2016 Bonds deposited by Direct Participants with DTC are 
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be 
requested by an authorized representative of DTC.  The deposit of the 2016 Bonds with DTC and their 
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial 
ownership.  DTC has no knowledge of the actual Beneficial Owners of the 2016 Bonds; DTC’s records 
reflect only the identity of the Direct Participants to whose accounts such 2016 Bonds are credited, which 
may or may not be the Beneficial Owners.  The Direct and Indirect Participants will remain responsible 
for keeping account of their holdings on behalf of their customers. 

 Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory 
requirements as may be in effect from time to time.  Beneficial Owners of 2016 Bonds may wish to take 
certain steps to augment the transmission to them of notices of significant events with respect to the 2016 
Bonds, such as redemptions, tenders, defaults, and proposed amendments to the 2016 Bonds documents.  
For example, Beneficial Owners of the 2016 Bonds may wish to ascertain that the nominee holding the 
2016 Bonds for their benefit has agreed to obtain and transmit notices to Beneficial Owners.  In the 
alternative, Beneficial Owners may wish to provide their names and addresses to the Fiscal Agent and 
request that copies of notices be provided directly to them. 

 Redemption notices shall be sent to DTC.  If less than all of the 2016 Bonds within a maturity are 
being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct 
Participant in such maturity to be redeemed. 

 Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to 
the 2016 Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures.  
Under its usual procedures, DTC mails an Omnibus Proxy to the Community Facilities District as soon as 
possible after the record date.  The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to 
those Direct Participants to whose accounts the 2016 Bonds are credited on the record date (identified in a 
listing attached to the Omnibus Proxy). 

 Payments on the 2016 Bonds will be made to Cede & Co., or such other nominee as may be 
requested by an authorized representative of DTC.  DTC’s practice is to credit Direct Participants’ 
accounts upon DTC’s receipt of funds and corresponding detail information from the Community 
Facilities District or the Fiscal Agent, on payable date in accordance with their respective holdings shown 
on DTC’s records.  Payments by Participants to Beneficial Owners will be governed by standing 
instructions and customary practices, as is the case with securities held for the accounts of customers in 
bearer form or registered in “street name,” and will be the responsibility of such Participant and not of 
DTC, the Fiscal Agent or the Community Facilities District, subject to any statutory or regulatory 
requirements as may be in effect from time to time.  Payment of principal, redemption price and interest 
payments to Cede & Co. (or such other nominee as may be requested by an authorized representative of 
DTC) is the responsibility of the Community Facilities District or the Fiscal Agent, disbursement of such 
payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments to 
the Beneficial Owners will be the responsibility of Direct and Indirect Participants. 
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 DTC may discontinue providing its services as depository with respect to the 2016 Bonds at any 
time by giving reasonable notice to the Community Facilities District or the Fiscal Agent.  Under such 
circumstances, in the event that a successor depository is not obtained, the 2016 Bond certificates are 
required to be printed and delivered. 

 The Community Facilities District may decide to discontinue use of the system of book-entry-
only transfers through DTC (or a successor securities depository).  In that event, the 2016 Bond 
certificates will be printed and delivered to DTC. 

 The information in this Section concerning DTC and DTC’s book-entry system has been obtained 
from sources that the Community Facilities District believes to be reliable, but the Community Facilities 
District takes no responsibility for the accuracy thereof. 

Discontinuance of DTC Services 

 In the event that (a) DTC determines not to continue to act as securities depository for the 2016 
Bonds, or (b) the Community Facilities District determines that DTC shall no longer act and delivers a 
written certificate to the Fiscal Agent to that effect, then the Community Facilities District will 
discontinue the Book-Entry System with DTC for the 2016 Bonds.  If the Community Facilities District 
determines to replace DTC with another qualified securities depository, the Community Facilities District 
will prepare or direct the preparation of a new single separate, fully-registered 2016 Bond for each 
maturity of the 2016 Bonds registered in the name of such successor or substitute securities depository as 
are not inconsistent with the terms of the Fiscal Agent Agreement.  If the Community Facilities District 
fails to identify another qualified securities depository to replace the incumbent securities depository for 
the 2016 Bonds, then the 2016 Bonds shall no longer be restricted to being registered in the 2016 Bond 
registration books in the name of the incumbent securities depository or its nominee, but shall be 
registered in whatever name or names the incumbent securities depository or its nominee transferring or 
exchanging the 2016 Bonds shall designate. 

 In the event that the Book-Entry System is discontinued, the following provisions would also 
apply: (i) the 2016 Bonds will be made available in physical form, (ii) principal of, and redemption 
premiums if any, on the 2016 Bonds will be payable upon surrender thereof at the trust office of the Fiscal 
Agent identified in the Fiscal Agent Agreement, and (iii) the 2016 Bonds will be transferable and 
exchangeable as provided in the Fiscal Agent Agreement. 

 The Community Facilities District and the Fiscal Agent do not have any responsibility or 
obligation to DTC Participants, to the persons for whom they act as nominees, to Beneficial Owners, or 
to any other person who is not shown on the registration books as being an owner of the 2016 Bonds, 
with respect to (i) the accuracy of any records maintained by DTC or any DTC Participants; (ii) the 
payment by DTC or any DTC Participant of any amount in respect of the principal of, redemption price 
of or interest on the 2016 Bonds; (iii) the delivery of any notice which is permitted or required to be given 
to registered owners under the Fiscal Agent Agreement; (iv) the selection by DTC or any DTC 
Participant of any person to receive payment in the event of a partial redemption of the 2016 Bonds; (v) 
any consent given or other action taken by DTC as registered owner; or (vi) any other matter arising with 
respect to the 2016 Bonds or the Fiscal Agent Agreement.  The Community Facilities District and the 
Fiscal Agent cannot and do not give any assurances that DTC, DTC Participants or others will distribute 
payments of principal of or interest on the 2016 Bonds paid to DTC or its nominee, as the registered 
owner, or any notices to the Beneficial Owners or that they will do so on a timely basis or will serve and 
act in a manner described in this Official Statement.  The Community Facilities District and the Fiscal 
Agent are not responsible or liable for the failure of DTC or any DTC Participant to make any payment 
or give any notice to a Beneficial Owner in respect to the 2016 Bonds or any error or delay relating 
thereto.
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