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MATURITY SCHEDULE
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OF THE CAPISTRANO UNIFIED SCHOOL DISTRICT
SPECIAL TAX BONDS, SERIES 2016

Base CUSIP® No. t 139705

Maturity Principal Interest CUSIP® Maturity Principal Interest CUSIP®

(September 1) Amount Rate Yield No. (September 1) Amount Rate Yield No.f
2017 $60,000 2.00% 0.65% NP8 2026 $175,000 3.00% 2.24%°€ NY9
2018 65,000 2.00 0.88 NQ6 2027 195,000 3.00 2.39€ NZ6
2019 80,000 2.00 1.11 NR4 2028 215,000 4.00 2.42¢¢ PA9
2020 85,000 2.00 1.33 NS2 2029 235,000 4.00 2.54¢¢ PB7
2021 105,000 2.00 1.46 NTO 2030 260,000 4.00 2.59¢¢ PC5
2022 115,000 2.00 1.68 NuU7 2031 280,000 4.00 2.65¢¢ PD3
2023 130,000 3.00 1.82 NV5 2032 305,000 4.00 2.70¢¢ PEl
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. t 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% ¢ CUSIP® No. T 139705 PJO

€ Yield to optional call on September 1, 2025 at 100% of par.
€C Yield to optional call on September 1, 2023 at 102% of par.

T 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 1Q.
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 Olfficial
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 12% 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.



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.



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.



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:

No. of
Ownership Lots/Units' 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.

EE T EE NS

' 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.



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
cither 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 15¢2-12(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 70" 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 140" 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.



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 (V $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® 171,000.00
Developer reimbursement 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 15" 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 Total
September 1 Principal Interest 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 Residential Non-Residenti: Net Series Series
Year Developed Developed Annual Special 2013 2016 Total Coverage from
Ending Special Tax Special Tax Administrative Tax Debt Debt Debt Developed
September 1 Revenues V@ Revenues Expenses Revenues Service Service Service Property ¥

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

(2]

(3)
(C]

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.

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.
Based on Administrative Expense Requirement equal to $53,060 in Fiscal Year 2016-17, escalated by 2.00% per year thereafter.

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 ~ Principal Amount

(September 1) to be Redeemed
2035 $385,000
2036 (maturity) 410,000

Bonds Maturing on September 1, 2038
Sinking Fund Redemption Date ~ Principal Amount

(September 1) to be Redeemed
2037 $440,000
2038 (maturity) 470,000
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Bonds Maturing on September 1, 2046
Sinking Fund Redemption Date Principal Amount

(September 1) 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:

(D 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: 1f 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

Estimated Percent of
Fiscal Year 2016-17 Fiscal Year 2016-17 Assigned/
Number of Assigned/Maximum Actual Maximum
Land Use Units/Acres Special Tax ® Special Tax 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 @ 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

() 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.
@ 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), (¢), (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
(111) 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;
(i1) 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

(i)  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.
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Special Taxes Are Within Teeter Plan

The County has adopted a Teeter Plan as provided for in Section 4701 ef 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.”
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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:

No. of
Ownership Lots/Units? 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 (V

No. of
Delinquent Amount Remaining Remaining
Total No. of Parcels at Fiscal Year Fiscal Year Collected Delinquency Delinquency
Fiscal Tax Parcels Fiscal Year Amount Delinquency as of as of Rate as of
Year Levy Levied End® Delinquent @ Rate @ 8/17/2016 ©® 8/17/2016 ® 8/17/2016 ©®
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

(M School District is a participant in the County’s Teeter Plan.
@ As of approximately June 30 of the fiscal year in which special taxes were levied.
®  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 SA 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)

City of City of
Estimated Percentage San Juan San Juan CUSD CUSD
FY 2016-17 of Capistrano GO Capistrano GO  SFID No. 1, SFID No. 1, Total Direct Appraised Estimated
No. of CUSD CFD Estimated CUSD CFD No. Bonds, Series Bonds, Series Series B Series 2012 MWD and Value of Appraised
Value-to-Lien Parcels No. 2005-1 FY 2016-17 2005-1 Bonds 1998 2009 Bonds Bonds Bonds Overlapping Developed Value-to-Lien
Range Taxed Levy @ Levy Outstanding®  Outstanding®  Outstanding®  Outstanding Outstanding Outstanding © Debt Property @ 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 9©  $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

M 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.
@ Allocated based on share of estimated Fiscal Year 2016-17 levy.

®  Asof March 2, 2016. Allocated based on Fiscal Year 2015-16 levy.

@ Based on Appraisal Report dated June 15, 2016.

©® 5 homes were still owned by Rancho San Juan Development, LLC as of July 30, 2016.

©®  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

CUSD CFD City of City of
No. 2005-1 San Juan San Juan CUSD Estimated
Number Estimated Capistrano Capistrano CUSD SFID No. 1, Total Appraised Appraised
of Fiscal Year CUSD CFD No. GO Bonds, GO Bonds, SFID No. 1, Series 2012 MWD Direct and Value of Value-to-
Property Classification / Units/ 2015-16 2005-1 Bonds  Series 1998 Series 2009 Series B Bonds Bonds GO Bonds Overlapping Developed Lien
Owner © Lots Levy Outstanding ® Outstanding®  Outstanding ® Outstanding ® Outstanding ® Outstanding ® Debt Property @ Ratio
Developed Property ©
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 $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 ©
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

(M Reflects ownership as indicated in Appraisal dated June 15, 2016.

@ Allocated based on share of estimated Fiscal Year 2016-17 levy.

®  As of March 2, 2016. Allocated based on Fiscal Year 2015-16 levy.

@ Based on Appraisal dated June 15, 2016.

®  Property for which a building permit was issued prior to January 1, 2016.

©  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.

™ 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

Total
Developed and
No. of Developed Undeveloped Undeveloped

As of Developed Property Property Property Percent
January 1 Units @ Assessed Value @ Assessed Value @ Assessed Value 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

(M Reflects value for taxable property only.

@ 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.

& 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.

@ 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
Estimated
Fiscal Year
2016-17
Parcels Special Tax Percent of
Owner ® Taxed Land Use Levy @ Total Levy
Individual Owners 131 Residential $1,066,336 93.70%
Rancho San Juan Development, LLC 8 Residential 71,734 6.30

Total 139 NA $1,138,070 100.00%

M Reflects ownership as indicated in Appraisal dated June 15, 2016.
@ Based on building permits issued as of January 1, 2016.
©®  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
Actual Amount of Percent of District
Fiscal Year Levy on Levy on Total Share of
2015-16 Parcels in Parcels in Debt Total Debt
Overlapping District Total Levy District ¥ District Outstanding ® 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

(M Based on School District’s share of total levy for Fiscal Year 2015-16.

@ 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 (" $1,305,757
NET ASSESSED VALUE ) $1,298,757
Unit Size for Residential Property ) 5,040 Square Feet
Lot Size for Residential Property ) 14,168  Square Feet
AD VALOREM PROPERTY TAXES &
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 © $6.02
Vector Control Charge ©) 1.92
Metropolitan Water District West Standby Charge () 10.08
Capistrano Unified School District CFD No. 2005-1 ® 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%

(' 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.
@ 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.
@) Estimated based on actual Fiscal Year 2015-16 ad valorem rates.

() Estimated based on actual Fiscal Year 2015-16 rate of $6.02 per benefit unit. Residential units are assessed at 1 benefit unit.
©  Estimated based on actual Fiscal Year 2015-16 rate of $1.92 per benefit unit. Residential units are assessed at 1 benefit unit.

]
@®)

Estimated based on actual Fiscal Year 2015-16 rate of $10.08 per parcel or per acre, whichever is greater.

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.
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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 O $1,226,333
NET ASSESSED VALUE $1,219,333
Unit Size for Residential Property ) 4,329 Square Feet
Lot Size for Residential Property ) 12,531 Square Feet
AD VALOREM PROPERTY TAXES ¢
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 ) $6.02
Vector Control Charge ©) 1.92
Metropolitan Water District West Standby Charge 7 10.08
Capistrano Unified School District CFD No. 2005-1 ® ~ 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.
@ 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.
@) Estimated based on actual Fiscal Year 2015-16 ad valorem rates.

() Estimated based on actual Fiscal Year 2015-16 rate of $6.02 per benefit unit. Residential units are assessed at 1 benefit unit.
(©  Estimated based on actual Fiscal Year 2015-16 rate of $1.92 per benefit unit. Residential units are assessed at 1 benefit unit.

(O]
®)

Estimated based on actual Fiscal Year 2015-16 rate of $10.08 per parcel or per acre, whichever is greater.

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 $1,105,914
NET ASSESSED VALUE $1,098,914
Unit Size for Residential Property ) 4,035 Square Feet
Lot Size for Residential Property ) 15,083  Square Feet
AD VALOREM PROPERTY TAXES ¢
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 ) $6.02
Vector Control Charge ©) 1.92
Metropolitan Water District West Standby Charge (7 10.08
Capistrano Unified School District CFD No. 2005-1 ® 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.
@ 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.
@) Estimated based on actual Fiscal Year 2015-16 ad valorem rates.

() Estimated based on actual Fiscal Year 2015-16 rate of $6.02 per benefit unit. Residential units are assessed at 1 benefit unit.
©  Estimated based on actual Fiscal Year 2015-16 rate of $1.92 per benefit unit. Residential units are assessed at 1 benefit unit.

(G
@®)

Estimated based on actual Fiscal Year 2015-16 rate of $10.08 per parcel or per acre, whichever is greater.

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 ) $969,612
NET ASSESSED VALUE $962,612
Unit Size for Residential Property ) 3,842  Square Feet
Lot Size for Residential Property ) 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 ©) $6.02
Vector Control Charge © 1.92
Metropolitan Water District West Standby Charge ) 10.08
Capistrano Unified School District CFD No. 2005-1 ® 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.
@ 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.
@) Estimated based on actual Fiscal Year 2015-16 ad valorem rates.

() Estimated based on actual Fiscal Year 2015-16 rate of $6.02 per benefit unit. Residential units are assessed at 1 benefit unit.
©  Estimated based on actual Fiscal Year 2015-16 rate of $1.92 per benefit unit. Residential units are assessed at 1 benefit unit.

(G
@®)

Estimated based on actual Fiscal Year 2015-16 rate of $10.08 per parcel or per acre, whichever is greater.

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 ) $958,207
NET ASSESSED VALUE ) $951,207
Unit Size for Residential Property ) 3,588  Square Feet
Lot Size for Residential Property ) 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 ©) $6.02
Vector Control Charge 1.92
Metropolitan Water District West Standby Charge 10.08
Capistrano Unified School District CFD No. 2005-1 ® 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.
@ 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.
@) Estimated based on actual Fiscal Year 2015-16 ad valorem rates.

() Estimated based on actual Fiscal Year 2015-16 rate of $6.02 per benefit unit. Residential units are assessed at 1 benefit unit.
©  Estimated based on actual Fiscal Year 2015-16 rate of $1.92 per benefit unit. Residential units are assessed at 1 benefit unit.
() Estimated based on actual Fiscal Year 2015-16 rate of $10.08 per parcel or per acre, whichever is greater.

®)  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 ) $917,049
NET ASSESSED VALUE $910,049
Unit Size for Residential Property ) 3,321 Square Feet
Lot Size for Residential Property ) 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 ©) $6.02
Vector Control Charge © 1.92
Metropolitan Water District West Standby Charge ) 10.08
Capistrano Unified School District CFD No. 2005-1 ® 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.
@ 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.
@) Estimated based on actual Fiscal Year 2015-16 ad valorem rates.

() Estimated based on actual Fiscal Year 2015-16 rate of $6.02 per benefit unit. Residential units are assessed at 1 benefit unit.
©  Estimated based on actual Fiscal Year 2015-16 rate of $1.92 per benefit unit. Residential units are assessed at 1 benefit unit.

(G
@®)

Estimated based on actual Fiscal Year 2015-16 rate of $10.08 per parcel or per acre, whichever is greater.

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 ) $713,448
NET ASSESSED VALUE @ $706,448
Unit Size for Residential Property ) 2,804  Square Feet
Lot Size for Residential Property ) 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 ©) $6.02
Vector Control Charge © 1.92
Metropolitan Water District West Standby Charge 10.08
Capistrano Unified School District CFD No. 2005-1 ® B 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.
@ 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.
@) Estimated based on actual Fiscal Year 2015-16 ad valorem rates.

() Estimated based on actual Fiscal Year 2015-16 rate of $6.02 per benefit unit. Residential units are assessed at 1 benefit unit.
©  Estimated based on actual Fiscal Year 2015-16 rate of $1.92 per benefit unit. Residential units are assessed at 1 benefit unit.
() Estimated based on actual Fiscal Year 2015-16 rate of $10.08 per parcel or per acre, whichever is greater.

®)  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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(D) 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.
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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.

54



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,

3

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

59



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
XIIA, 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.
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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.
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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 12% 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

CBEDS District Average District Base
Fiscal Year Enrollment Daily Attendance (V 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 @
2014-15 49,838 47,936 6,848 @
2015-16 49, 120 47,226 N/A @

() Estimated second period report (P-2, the period from July 1 to April 15).
@ 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
Approximate
Number of Employees Contract
Labor Organization In Organization' 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

"Excludes 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.
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APPENDIX B

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

A Special Tax as hereinafter defined shall be levied on all Assessor’s Parcels in Community
Facilities District No. 2005-1 of the Capistrano Unified School District (Whispering Hills) (“CFD
No. 2005-1”) and collected each Fiscal Year commencing in Fiscal Year 2011-12, in an amount
determined by the Board through the application of the appropriate Special Tax for “Developed
Property,” “Taxable Property Owner Association Property,” “Taxable Public Property,” “
Religious Property,” and “Undeveloped Property” as described below. All of the real property
in CFD No. 2005-1, unless exempted by law or by the provisions hereof, shall be taxed for the
purposes, to the extent and in the manner herein provided.

A. DEFINITIONS

The terms hereinafter set forth have the following meanings:

“Acre or Acreage” means the land area of an Assessor’s Parcel as shown on an
Assessor's Parcel Map, or if the land area is not shown on an Assessor's Parcel Map, the
land area shown on the applicable final map, parcel map, condominium plan, or other
recorded County parcel map.

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

“Administrative Expenses” means the following actual or reasonably estimated costs
directly related to the administration of CFD No. 2005-1: the costs of computing the
Special Taxes and preparing the annual Special Tax collection schedules (whether by the
School District or designee thereof or both); the costs of collecting the Special Taxes
(whether by the School District or otherwise); the costs of remitting the Special Taxes to
the Trustee; the costs of the Trustee (including its legal counsel) in the discharge of the
duties required of it under the Indenture; the costs to the School District, CFD No. 2005-1
or any designee thereof of complying with arbitrage rebate requirements; the costs to the
School District, CFD No. 2005-1 or any designee thereof of complying with disclosure
requirements of the School District, CFD No. 2005-1 or obligated persons associated with
applicable federal and state securities laws and the Act; the costs associated with
preparing Special Tax disclosure statements and responding to public inquiries
regarding the Special Taxes; the costs of the School District, CFD No. 2005-1 or any
designee thereof related to an appeal of the Special Tax; the costs associated with the
release of funds from an escrow account; and the School District’s annual administration
fees and third party expenses. Administrative Expenses shall also include amounts
estimated by the CFD Administrator or advanced by the School District or CFD No.
2005-1 for any other administrative purposes of CFD No. 2005-1, including attorney’s
fees and other costs related to commencing and pursuing to completion any foreclosure
of delinquent Special Taxes.

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

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



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

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

“Board” means the Board of Trustees of the Capistrano Unified School District, acting as
the legislative body of CFD No. 2005-1.

“Bonds” means any bonds or other debt (as defined in Section 53317(d) of the Act),
whether in one or more series, issued by CFD No. 2005-1 under the Act.

“CFD Administrator” means an official of the School District, or designee thereof,
responsible for determining the Special Tax Requirement and providing for the levy and
collection of the Special Taxes.

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

“County” means the County of Orange.

“Custom Lot Property” means, for each Fiscal Year, any Assessor’s Parcel of Taxable
Property (i) for which (a) escrow has closed prior to January 1 of the prior Fiscal Year to
an owner other than Rancho San Juan Development LLC or (b) a building permit for
new construction was issued prior to January 1 of the prior Fiscal Year; and (ii) that
includes one or more of the following lots: lots 141 through 155 of Tract No. 16634
recorded with the County on October 12, 2006. Notwithstanding any future lot line
adjustments or consolidations, each of the fifteen lots specified above shall be considered
a “custom lot” for purposes of the levy of both the Assigned Special Tax and Backup
Special Tax. However, if all or a portion of the geographic area described as lots 141
through 155 of Tract No. 16634 is remapped and a new tract map is recorded for such
area, each buildable lot in such new tract shall be considered a “custom lot” for purposes
of the levy of both the Assigned Special Tax and Backup Special Tax.

“Developed Property” means, for each Fiscal Year, all (i) Custom Lot Property, and (ii)
Taxable Property, exclusive of Religious Property, Taxable Property Owner Association
Property, or Taxable Public Property, for which a building permit for new construction
was issued prior to January 1 of the prior Fiscal Year.

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

“Land Use Class” means any of the classes listed in Table 1.

“Maximum Special Tax” means the maximum Special Tax, determined in accordance
with Section C below, that can be levied in any Fiscal Year on any Assessor’s Parcel.

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



“QOutstanding Bonds” means all Bonds which are deemed to be outstanding under the
Indenture.

“Property Owner Association Property” means any property within the boundaries of
CFD No. 2005-1 that is owned in fee or by easement, or dedicated to, a property owner
association, including any master or sub-association.

“Proportionately” means for Undeveloped Property that the ratio of the actual Special
Tax levy per Acre to the Maximum Special Tax per Acre is equal for all Assessor’s
Parcels of Undeveloped Property in CFD No. 2005-1. For Taxable Property Owner
Association Property, Taxable Public Property or Taxable Religious Property
“Proportionately” means that the ratio of the actual Special Tax levy per Acre to the
Maximum Special Tax per Acre is equal for all Assessor’s Parcels of Taxable Property
Owner Association Property, Taxable Public Property or Taxable Religious Property in
CFD No. 2005-1.

“Public Property” means any property within the boundaries of CFD No. 2005-1 that is
transferred to a public agency on or after the date of formation of CFD No. 2005-1 and is
used for rights-of-way or any other purpose and is owned by or dedicated to the federal
government, the State of California, the County or any other public agency; provided
however that any property leased by a public agency to a private entity and subject to
taxation under Section 53340.1 of the Act shall be taxed and classified in accordance with
its use.

“Religious Property” means all property within the boundaries of CFD No. 2005-1
which is used primarily as a place of worship and is exempt from ad valorem property
taxes because it is owned by a religious organization. Religious Property, without
limitation, does not include any Assessor’s Parcels used primarily for religious schools,
day care centers, or congregate care facilities.

“Residential Property” means (i) Custom Lot Property, and (ii) all Assessor’s Parcels of
Developed Property for which a building permit has been issued for purposes of
constructing one or more residential dwelling units.

“Residential Floor Area” means all of the square footage of living area within the
perimeter of a residential structure, not including any carport, walkway, garage,
overhang, patio, enclosed patio, or similar area. The determination of Residential Floor
Area shall be made by reference to the building permit(s) issued for such Assessor’s
Parcel.

“School District” means the Capistrano Unified School District.

“Single Family Property” means all Assessor’s Parcels of Residential Property for which
building permits have been issued for residential units, excluding Custom Lot Property.

“Special Tax” means the special tax to be levied in each Fiscal Year on each Assessor's
Parcel of Developed Property, Religious Property, Taxable Property Owner Association
Property, Taxable Public Property, and Undeveloped Property to fund the Special Tax
Requirement.

“Special Tax Requirement” means that amount required in any Fiscal Year for CFD No.
2005-1 to: (i) pay debt service on all Outstanding Bonds; (ii) pay periodic costs on the
Bonds, including but not limited to, credit enhancement and rebate payments on the
Bonds; (iii) pay reasonable Administrative Expenses; (iv) pay any amounts required to



establish or replenish any reserve funds for all Outstanding 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 levied in the previous Fiscal Year; (vii) less a credit for funds available to
reduce the annual Special Tax levy, as determined by the CFD Administrator pursuant
to the Indenture.

“State” means the State of California.
“Taxable Property” means all of the Assessor's Parcels within the boundaries of CFD
No. 2005-1 which are not exempt from the Special Tax pursuant to law or Section E

below.

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

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

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

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

ASSIGNMENT TO LAND USE CATEGORIES

Each Fiscal Year, all Taxable Property within CFD No. 2005-1 shall be classified as
Developed Property, Taxable Public Property, Taxable Property Owner Association
Property, Taxable Religious Property, or Undeveloped Property, and shall be subject to
Special Taxes in accordance with the rate and method of apportionment determined
pursuant to Sections C and D below. Residential Property shall be assigned to Land Use
Classes 1 through 8, and Non-Residential Property shall be assigned to Land Use Class
9.

The Assigned Special Tax for Residential Property shall be based on whether it is
Custom Lot Property or Single Family Property. The Assigned Special Tax for Custom
Lot Property shall be based on the number of lots located within the Assessor’s Parcel, as
determined by the CFD Administrator. The Assigned Special Tax for Single Family
Property shall be based on the Residential Floor Area of the dwelling unit(s) located on
the Assessor's Parcel, as specified in Table 1 below. The Assigned Special Tax for Non-
Residential Property shall be based on the Acreage of the Assessor's Parcel.



C.

MAXIMUM SPECIAL TAX RATE

1.

Developed Property

a.

Maximum Special Tax

The Maximum Special Tax for each Assessor's Parcel classified as
Developed Property shall be the greater of (i) the amount derived by
application of the Assigned Special Tax or (ii) the amount derived by
application of the Backup Special Tax.

b. Assigned Special Tax
The Assigned Special Tax for each Land Use Class for Fiscal Year 2011-12
is shown below in Table 1.
TABLE 1
Assigned Special Taxes for Developed Property
For Fiscal Year 2011-12
Community Facilities District No. 2005-1
Land Residential Floor . Assigned
Use Description .
Area Special Tax
Class
1 NA Custom Lot Property $13,902 per lot
2 > 4,600 SF Residential Property $8,605 per unit
3 4,301 —4,600 SF Residential Property $7,855 per unit
4 3,901 —4,300 SF Residential Property $7,638 per unit
5 3,701 -3,900 SF Residential Property $7,105 per unit
6 3,401 -3,700 SF Residential Property $6,981 per unit
7 2,901 -3,400 SF Residential Property $6,641 per unit
8 <2,900 SF Residential Property $6,177 per unit
9 N/A Non-Residential Property $21,000 per Acre
C. Increase in the Assigned Special Tax
The Assigned Special Taxes in Table 1 shall be applicable for Fiscal Year
2011-12, and shall increase thereafter, commencing on July 1, 2012 and on
July 1 of each Fiscal Year thereafter, by an amount equal to two percent
(2%) of the Assigned Special Tax for the previous Fiscal Year.
d. Multiple Land Use Classes

In some instances an Assessor’s Parcel of Developed Property may
contain more than one Land Use Class. The Assigned Special Tax levied
on an Assessor’s Parcel shall be the sum of the Assigned Special Taxes for
all Land Use Classes located on that Assessor’s Parcel. The Maximum
Special Tax that can be levied on an Assessor’s Parcel shall be the sum of
the Maximum Special Taxes that can be levied for all Land Use Classes



located on that Assessor’s Parcel. For an Assessor’s Parcel that contains
both Residential Property and Non-Residential Property, the Acreage of
such Assessor’s Parcel shall be allocated to each type of property based
on the amount of Acreage designated for each land use as determined by
reference to the site plan approved for such Assessor’s Parcel. The CFD
Administrator’s allocation to each type of property shall be final.

Backup Special Tax

(1) Residential Property (Excluding Custom Lot Property)

The Backup Special Tax for Residential Property excluding Custom Lot
Property, shall equal $21,485 per Acre for Fiscal Year 2011-12. The
Backup Special Tax shall increase thereafter, commencing on July 1, 2012
and on July 1 of each Fiscal Year thereafter, by an amount equal to two
percent (2%) of the Backup Special Tax for the previous Fiscal Year.

(2) Custom Lot Property

The Backup Special Tax for Custom Lot Property shall equal $13,902 per
lot for Fiscal Year 2011-12. The Backup Special Tax shall increase
thereafter, commencing on July 1, 2012 and on July 1 of each Fiscal Year
thereafter, by an amount equal to two percent (2%) of the Backup Special
Tax for the previous Fiscal Year.

Notwithstanding the foregoing, if all or any portion of the Custom Lot
Property is subsequently changed or modified in a manner that results in
fewer than 15 custom lots, the Backup Special Tax for each Assessor’s
Parcel of Custom Lot Property that is changed or modified shall be a rate
per Acre calculated as follows:

1. Determine the total Backup Special Tax anticipated to apply to the
changed or modified portion of the Custom Lot Property prior to the
change or modification.

2. Divide the amount determined pursuant to paragraph 1 above by
the taxable Acreage of the Custom Lot Property which is expected to be
located in such changed or modified area, as determined by the CFD
Administrator.

3. The resulting quotient is the Backup Special Tax per Acre, which
shall be applicable to Assessor’s Parcels of Custom Lot Property in such
changed or modified area.

The Backup Special Tax per Acre shall increase thereafter on each July 1,
by an amount equal to two percent (2%) of the Backup Special Tax per
Acre for the previous Fiscal Year.



2. Undeveloped Property, Taxable Property Owner Association Property, Taxable
Public Property and Taxable Religious Property

a. Maximum Special Tax

The Maximum Special Tax for Undeveloped Property, Taxable Property
Owner Association Property, Taxable Public Property and Taxable
Religious Property in CFD No. 2005-1 shall be $21,485 per Acre for Fiscal
Year 2011-12, and shall increase thereafter, commencing on July 1, 2012
and on July 1 of each Fiscal Year thereafter, by an amount equal to two
percent (2%) of the Maximum Special Tax for the previous Fiscal Year.

METHOD OF APPORTIONMENT OF THE SPECIAL TAX

Commencing with Fiscal Year 2011-12 and for each following Fiscal Year, the Board
shall levy the Special Tax as follows:

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

Second: If additional monies are needed to satisfy the Special Tax Requirement after the
tirst step has been completed, the Special Tax shall be levied Proportionately on each
Assessor's Parcel of Undeveloped Property at up to 100% of the Maximum Special Tax
for Undeveloped Property;

Third: If additional monies are needed to satisfy the Special Tax Requirement after the
tirst 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 shall be increased Proportionately from the
Assigned Special Tax up to the Maximum Special Tax for each such Assessor's Parcel;

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

Notwithstanding the above, under no circumstances will the Special Tax levied against
any Assessor’s Parcel of Residential Property for which an occupancy permit for private
residential use has been issued be increased by more than ten percent as a consequence
of delinquency or default by the owner of any other Assessor’s Parcel within CFD No.
2005 1.

EXEMPTIONS

No Special Taxes shall be levied on Public Property, Religious Property, and Property
Association Property, so long as the Acreage of Taxable Property within CFD No. 2005-
1 is at least 58.71 Acres. Tax-exempt status will be assigned by the CFD Administrator
in the chronological order in which property becomes Property Owner Association
Property, Public Property or Religious Property. However, should an Assessor’s Parcel
no longer be classified as Property Owner Association Property, Public Property or
Religious Property, its tax-exempt status will be revoked.



To the extent that the exemption of an Assessor’s Parcel of Public Property, Religious
Property, or Property Association Property would reduce the Acreage of Taxable
Property within CFD No. 2005-1 below 58.71 Acres, such Assessor’s Parcel shall be
classified as Taxable Public Property, Taxable Religious Property, or Taxable Property
Association Property, as applicable, and shall be subject to the levy of the Special Tax
and shall be taxed as part of the fourth step in Section D above, at up to 100% of the
applicable Maximum Special Tax for Taxable Property Owner Association Property,
Taxable Public Property or Taxable Religious Property.

REVIEW/APPEAL COMMITTEE

The Board shall establish as part of the proceedings and administration of CFD No.
2005-1 a special three-member Review /Appeal Committee. Any landowner or resident
who feels that the amount of the Special Tax levied on their Assessor’s Parcel is in error
may file a notice with the Review/Appeal Committee appealing the amount of the
Special Tax levied on such Assessor’s Parcel. The Review/Appeal Committee shall
interpret this Rate and Method of Apportionment and make determinations relative to
the annual administration of the Special Tax and any landowner or resident appeals, as
herein specified. The decision of the Review/Appeal Committee shall be final and
binding as to all persons.

MANNER OF COLLECTION

The Special Tax shall be collected in the same manner and at the same time as ordinary
ad valorem property taxes; provided, however, that CFD No. 2005-1 may directly bill the
Special Tax, may collect Special Taxes at a different time or in a different manner if
necessary to meet its financial obligations, and may covenant to foreclose and may
actually foreclose on delinquent Assessor’s Parcels as permitted by the Act.

PREPAYMENT OF SPECIAL TAX

The following definitions apply to this Section H:

“CFD Public Facilities” means either $15.8 million in 2011 dollars, which shall increase
by the Construction Inflation Index on July 1, 2012, and on each July 1 thereafter, or such
lower number as (i) shall be determined by the CFD Administrator as sufficient to
provide the public facilities to be provided by CFD No. 2005-1 under the authorized
tinancing program for CFD No. 2005-1, or (ii) shall be determined by the Board
concurrently with a covenant that it will not issue any more Bonds to be supported by
Special Taxes levied under this Rate and Method of Apportionment as described in
Section D.

“Construction Fund” means an account specifically identified in the Indenture to hold
funds which are currently available for expenditure to acquire or construct public
facilities eligible under the Act.

“Construction Inflation Index” means the annual percentage change in the Engineering
News Record Building Cost Index for the City of Los Angeles, measured as of the
calendar year which ends in the previous Fiscal Year. In the event this index ceases to be
published, the Construction Inflation Index shall be another index as determined by the
CFD Administrator that is reasonably comparable to the Engineering News Record
Building Cost Index for the City of Los Angeles.




“Future Facilities Costs” means the CFD Public Facilities minus (i) public facility costs
previously paid from the Construction Fund; (ii) moneys currently on deposit in the
Construction Fund; and (iii) moneys currently on deposit in an escrow fund, if any, that
are expected to be available to finance public facilities costs.

“Outstanding Bonds” means all Previously Issued Bonds which are deemed to be
outstanding under the Indenture after the first interest and/or principal payment date
following the current Fiscal Year.

“Previously Issued Bonds” means all Bonds that have been issued by CFD No. 2005-1
prior to the date of prepayment.

1.

Prepayment in Full

All Assessor’s Parcels of Developed Property and Assessor’s Parcels of
Undeveloped Property for which a building permit has been issued may be
prepaid. The Special Tax obligation applicable to such Assessor's Parcel in CFD
No. 2005-1 may be fully prepaid and the obligation of the Assessor's Parcel to
pay the Special Tax permanently satisfied as described herein; provided that a
prepayment may be made only if there are no delinquent Special Taxes with
respect to such Assessor's Parcel or any other Assessor’s Parcel owned by such
owner at the time of prepayment. An owner of an Assessor's Parcel intending to
prepay the Special Tax obligation shall provide the CFD Administrator with
written notice of intent to prepay. Within 30 days of receipt of such written
notice, the CFD Administrator shall notify such owner of the prepayment
amount of such Assessor's Parcel. The CFD Administrator will charge a fee to
the owner requesting prepayment for providing this figure. Prepayment must be
made not less than 45 days prior to the next occurring date that notice of
redemption of Bonds from the proceeds of such prepayment may be given to the
Trustee pursuant to the Indenture.

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

Bond Redemption Amount

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

As of the proposed date of prepayment, the Prepayment Amount (defined
below) shall be calculated as follows:

Paragraph No.:

1. Confirm that no Special Tax delinquencies apply to such Assessor’s
Parcel.
2. For Assessor’s Parcels of Developed Property compute the Assigned

Special Tax and Backup Special Tax applicable for the Assessor’s Parcel to
be prepaid. For Assessor’s Parcels of Undeveloped Property (for which a



10.

11.

12.

building permit has been issued), compute the Assigned Special Tax and
Backup Special Tax for that Assessor’s Parcel as though it was already
designated as Developed Property, based upon the building permit
which has already been issued for that Assessor’s Parcel.

(a) Divide the Assigned Special Tax computed pursuant to paragraph 2
by the total estimated Assigned Special Taxes for the entire CFD No.
2005-1 based on the Developed Property Special Taxes which could be
charged in the current Fiscal Year on all expected development through
buildout of CFD No. 2005-1, excluding any Assessor’s Parcels which have
been prepaid, and

(b) Divide the Backup Special Tax computed pursuant to paragraph 2 by
the estimated Backup Special Taxes at buildout of CFD No. 2005-1 using
the Backup Special Tax amount for the current Fiscal Year, excluding any
Assessor’s Parcels which have been prepaid.

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

Multiply the Bond Redemption Amount computed pursuant to
paragraph 4 by the applicable redemption premium, if any, on the
Outstanding Bonds to be redeemed (the “Redemption Premium”).

Compute the current Future Facilities Costs.

Multiply the larger quotient computed pursuant to paragraph 3(a) or 3(b)
by the amount determined pursuant to paragraph 6 to compute the
amount of Future Facilities Costs to be prepaid (the “Future Facilities
Amount”).

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

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

Compute the minimum amount the CFD Administrator reasonably
expects to derive from the reinvestment of the Prepayment Amount less
the Future Facilities Amount and the Administrative Fees and Expenses
from the date of prepayment until the redemption date for the
Outstanding Bonds to be redeemed with the prepayment.

Add the amounts computed pursuant to paragraphs 8 and 9 and subtract
the amount computed pursuant to paragraph 10 (the “Defeasance
Amount”).

Verify the administrative fees and expenses of No. 2005-1, including the

costs of computation of the prepayment, the costs to invest the
prepayment proceeds, the costs of redeeming Bonds, and the costs of
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recording any notices to evidence the prepayment and the redemption
(the “Administrative Fees and Expenses”).

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

14. If any capitalized interest for the Outstanding Bonds will not have been
expended at the time of the first interest and/or principal payment
following the current Fiscal Year, a capitalized interest credit shall be
calculated by multiplying the larger quotient computed pursuant to
paragraph 3(a) or 3(b) by the expected balance in the capitalized interest
fund after such first interest and/or principal payment (the “Capitalized
Interest Credit”).

15. The Special Tax prepayment is equal to the sum of the amounts
computed pursuant to paragraphs 4, 5, 7, 11 and 12, less the amounts
computed pursuant to paragraphs 13 and 14 (the “Prepayment
Amount”).

16. From the Prepayment Amount, the amounts computed pursuant to
paragraphs 4, 5, 11, 13 and 14 shall be deposited into the appropriate
fund as established under the Indenture and be wused to retire
Outstanding Bonds or make debt service payments. The amount
computed pursuant to paragraph 7 shall be deposited into the
Construction Fund. The amount computed pursuant to paragraph 12
shall be retained by CFD No. 2005-1.

The Prepayment Amount may be sufficient to redeem other than a $5,000
increment of Bonds. In such cases, the increment above $5,000 or integral
multiple thereof will be retained in the appropriate fund established under the
Indenture to be used with the next prepayment of bonds or to make debt service
payments.

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

Prepayment in Part
The Maximum Special Tax on an Assessor's Parcel of Developed Property or an

Assessor's Parcel of Undeveloped Property for which a building permit has been
issued may be partially prepaid. The amount of the prepayment shall be
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calculated as in Section H.1; except that a partial prepayment shall be calculated
according to the following formula:

PP= (PE -A)xF+A
These terms have the following meaning:

PP = the partial prepayment

PE = the Prepayment Amount calculated according to Section H.1

F = the percent by which the owner of the Assessor's Parcel(s) is partially
prepaying the Maximum Annual Special Tax.

A = the Administration Fees and Expenses from Section H.1

The owner of an Assessor's Parcel who desires to partially prepay the Maximum
Special Tax shall notify the CFD Administrator of such owner's intent to partially
prepay the Maximum Special Tax and the percentage by which the Maximum
Special Tax shall be prepaid. The CFD Administrator shall provide the owner
with a statement of the amount required for the partial prepayment of the
Maximum Special Tax for an Assessor's Parcel within 30 days of the request and
will charge a fee to the owner requesting prepayment for providing this figure.

With respect to any Assessor's Parcel that is partially prepaid, the School District
shall (i) distribute the funds remitted to it according to Paragraph 16 of Section
H.1. and (ii) indicate in the records of CFD No. 2005-1 that there has been a
partial prepayment of the Maximum Special Tax and that a portion of the
Maximum Special Tax equal to the outstanding percentage (1.00 F) of the
remaining Maximum Special Tax shall continue to be authorized to be levied on
such Assessor's Parcel pursuant to Section D.

Notwithstanding the foregoing, no full or partial Special Tax prepayment shall
be allowed unless the amount of Assigned Special Taxes that may be levied on
Taxable Property within CFD No. 2005-1 both prior to and after the proposed
prepayment, less expected Administrative Expenses, is at least 1.1 times the
maximum annual debt service on all Outstanding Bonds.

I TERM OF SPECIAL TAX

The Special Tax shall be levied for the period necessary to fully satisfy the Special Tax
Requirement, but in no event shall it be levied after Fiscal Year 2051-52.
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June 10, 2016
Mr. Clark Hampton
Deputy Superintendent, Business & Support Services
CAPISTRANO UNIFIED SCHOOL DISTRICT
33122 Valle Road
San Juan Capistrano, CA 92675

Re: Community Facilities District No. 2005-1
Series 2016 Special Tax Bonds

Dear Mr. Hampton:

In response to your authorization, we have prepared a self-contained appraisal report
that addresses all of the property subject to Special Tax within the boundaries of Community
Facilities District No. 2005-1 (CFD No. 2005-1) ("District"). This appraisal includes an estimate of
Minimum Market Value of the completed and under construction dwelling units within the Valinda
and Mirador subdivisions. As of the date of value, all of the 70 Valinda dwellings have closed
escrow to individual homeowners. According to the District's Special Tax Consultant, one
of the 70 dwellings within the Valinda product had their Special Tax paid in full as of the
date of value. Therefore, Lot 53 of Tract 16634 is not subject to Special Tax and is not a
part of this appraisal assignment or valuation. There are 70 dwellings within the Mirador
product, of which 62 were sold as of the date of value. The eight unsold dwelling units
include four model homes and four production homes. Two of the four production
homes are reported to be in escrow as of the date of value. The land for the 15 proposed
custom lots within the District is currently in a raw condition. According to instruction from the
District and their Financial Advisor, their Assessed Values are reported in the appraisal
report for the custom lots. The 69 lots within the Valinda subdivision, 70 lots within the Mirador
subdivision and raw land proposed for 15 custom lots are all the property subject to the Special
Tax for CFD No. 2005-1.

The appraisal includes a mass appraisal analysis for the completed and under
construction dwelling units, which results in a Minimum Market Value for the 139 dwellings.
Please review the definitions of Minimum Market Value and Mass Appraisal in the definitions
section of this report. A reporting of Assessed Values is provided for the raw land proposed for
15 custom lots.

According to the specific guidelines of the California Debt and Investment Advisory
Commission (CDIAC), each ownership is valued in bulk, representing a discounted value to that
ownership as of the date of value.

Based on the investigation and analyses undertaken, our experience as real estate
appraisers and subject to all the premises, assumptions and limiting conditions set forth in this
report, the following opinions of Minimum Market Value are formed as of June 1, 2016 for
Capistrano Unified School District CFD No. 2005-1. The reporting of Assessed Values is as of
January , 2015.



Mr. Clark Hampton
June 10, 2016
Page Two

‘MINIMUM MARKET VALUE - 131 INDIVIDUAL OWNERSHIPS

ONE HUNDRED FIFTY-THREE MILLION
ONE HUNDRED FIVE THOUSAND DOLLARS

$153,105,000

MINIMUM MARKET VALUE - RANCHO SAN JUAN DEVELOPMENT LLC
‘ (4 MODEL HOMES & 4 PRODUCTION HOMES)
EIGHT MILLION EIGHT HUNDRED TWENTY-SEVEN THOUSAND DOLLARS
$8,827,000

ASSESSED VALUE - RANCHO SAN JUAN DEVELOPMENT LLC
(Raw Land Proposed for 15 Custom Lots)
ONE MILLION FIFTY-SIX THOUSAND DOLLARS
$1,056,000

The self-contained report that follows sets forth the results of the data and analyses
upon which our opinions of value are, in part, predicated. This report has been prepared for
Capistrano Unified School District for use in the sale of Community Facilities District No. 2005-1
bonds. The intended users of this report are Capistrano Unified School District, its underwriter,
financial advisor, legal counsel, consultants, and potential bond investors. This appraisal has
been prepared in accordance with and is subject to the requirements of The Appraisal
Standards for Land Secured Financing as published by the California Debt and Investment
Advisory Commission; the Uniform Standards of Professional Appraisal Practice (USPAP) of the
Appraisal Foundation; and the Code of Professional Ethics and the Standards of Professional
Appraisal Practice of the Appraisal Institute.

We meet the requirements of the Competency Provision of the Uniform Standards of
Professional Appraisal Practice. A statement of our qualifications appears in the Addenda.

Respectfully submitted,

Berri Cannon aarrgm%mw

Principal
AG009147

B Lsna,

mes B. Harris, MAI
rincipal
AG001846



SUMMARY OF FACTS AND CONCLUSIONS

EFFECTIVE DATE OF APPRAISAL

DATE OF REPORT

INTEREST APPRAISED

LEGAL DESCRIPTION

OWNERSHIPS

SITE CONDTION

June 1, 2016
June 10, 2016
Fee Simple Estate, subject to special tax liens

Lots 1 through 52 and 54 through 155, Tract
No.16634

131 Individual Homeowners (131 dwellings)
Ownerships included in Addenda

Rancho San Juan Development LLC (8
dwellings):

4 complete Mirador models
4 Mirador production dwellings
15 proposed custom lots (raw land)

The District is planned and approved for
development of 155 single family detached
dwellings. The recorded tract map includes 140
lots proposed for two subdivisions on 10,000
square foot minimum lots. In addition, 15
custom lots are planned with an average lot
size of 33,500+ square feet. The Valinda
product includes 70 lots that have been
improved to completed dwellings and have sold
to individual homeowners. According to the
District's Special Tax Consultant, Lot 53 within
the Valinda product had their Special Tax paid
in full as of the date of value. Therefore, Lot 53
of Tract 16634 is not a part of this appraisal
assignment. The Mirador product includes 70
lots which are complete or nearly completed
dwellings units. As of the date of value, 62
dwellings had closed escrow. In addition two
production homes are in escrow, and two
production homes and 4 models homes remain
unsold. The land proposed for 15 custom lots is
in a raw undeveloped condition.



SUMMARY OF FACTS AND CONCLUSIONS

HIGHEST AND BEST USE

VALUATION CONCLUSIONS

Continued development of single-family detached
homes ,

Minimum Market Values -
131 Individual Homeowners $153,105,000

Rancho San Juan Develop- $8,827,000
ment LLC :
(8 DUs built)

Assessed Value ,
Rancho San Juan Develop- $1,056,000
ment LLC :
(raw land proposed for 15
custom lots)
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INTRODUCTION

Purpose of the Report

The purpose of this appraisal is to estimate the Minimum Market Value for the fee
simple estate, subject to the special tax lien for the land and improvements within
Community Facilities District No. 2005-1 located in the City of San Juan Capistrano in
Orange County. The purpose of this appraisal is to estimate the "As Is" Minimum Market
Value of the 131 built and sold dwelling units, 4 dwellings nearly complete and 4
completed model homes. According to the specific instruction from the District's

Financial Advisor, a reporting of the Assessed Values is included for the raw land.

The opinions set forth are subject to the assumptions and limiting conditions set
forth in this appraisal, and the guidelines as set forth by the Capistrano Unified School
District.

Function of the Report and Intended Use

It is our understanding that this appraisal report is to be used for Community
Facilities District bond financing purposes only. The subject property is described more
particularly within this report. The bonds are issued pursuant to the Mello-Roos
Community Facilities District Act of 1982, as amended. The maximum authorized
bonded indebtedness for CFD No. 2005-1, is $30,000,000. This series of bonded
indebtedness is expected to be $10,575,000.

Client and Intended Users of the Report

This report was prepared for our client, Capistrano Unified School District. The
intended users of the report include the District, its counsel, underwriter, financial advisor,

consultants, and potential bond purchasers.

Scope of the Assignment

The scope of this assignment includes an estimate of Minimum Market Value for
139 lots, which includes: 131 built and sold dwelling units, 4 model homes, and 4 built

production homes (2 in escrow). In addition, Assessed Values are reported for the raw
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land proposed for 15 custom lots. The 131 sold dwellings are under individual home
ownerships and the balance of the District is under the ownership of Rancho San Juan
Development LLC. This is a fully documented self-contained appraisal report. Any lands
designated for park, open space or civic uses within this CFD and not subject to special

tax are not included in this assignment.

The residential land and improvements are valued in their "as is" condition as of
the date of value. Development of CFD No. 2005-1 includes 69 completed and sold
dwelling units within the Valinda product, subject to Special Tax. The Mirador product
includes 62 completed and sold dwelling units, 4 nearly complete production dwellings
and 4 completed model homes. The balance of the District proposed for 15 custom lots

consists of raw land.

The following paragraphs summarize the process of collecting, confirming

and reporting of data used in the analysis.

T Gathered and analyzed demographic data from sources including the
California Department of Finance (population data), Employment
Development Department of the State of California (employment
data), City of San Juan Capistrano (zoning information, building
permit trends), Metrostudy (housing sales, inventory levels, and
absorption), and sales personnel of comparable projects (market
trends of individual home sales). Subject information was gathered
from the District's Special Tax Consultant and Woodbridge Pacific
Group.

2. Inspected the subject’s neighborhood and reviewed existing product

and similar products for consideration of Highest and Best Use of the
District.

Date of Value and Report

The opinions of Minimum Market Value expressed in this report are stated as of
June 1, 2016. The date of the appraisal report is June 10, 2016.

Date of Inspection

The subject property was inspected on June 7, 2016.

CONSULTING REAL ESTATE APPRAISERS
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Property Rights Appraised
The property rights appraised are those of the fee simple estate subject to special

tax liens of the real estate described herein.

Property Identification

The subject property is located in the City of San Juan Capistrano in Orange
County. According to the Community Facilities District Report dated June 9, 2011,
prepared by David Taussig & Associates, Inc., the District consists of 272 gross acres of
which 60 acres are expected to be developed into uses subject to Special Tax. The
District is proposed for a total of 155 single family detached dwellings. The District is
further identified as Lots 1 through 155 of Tract Map No. 16654. According to the
District's Special Tax Consultant, one of the 70 dwellings within the Valinda product had
their Special Tax paid in full as of the date of value. Therefore, Lot 53 of Tract 16634 is
not subject to Special Tax and is not a part of this appraisal assignment or valuation.
Please refer to the map on the following page, which outlines the boundaries of CFD
No. 2005-1 included in the Community Facilities District Report. Please refer to Page 5

which summarizes the condition of the lots, legal descriptions and ownerships.

Legal Description and Ownership

As previously mentioned, the District in its entirety includes land that has been
improved to complete dwelling units, of which 131 have sold to individual homeowners.
There is also raw undeveloped land proposed for future development of 15 custom lots.
The balance of the District is under the ownership of the builder/developer, Rancho San
Juan Development LLC. Please refer to the Addenda of this report under dwelling sales
by year for a lot by lot summary of the 131 sold dwellings within CFD No. 2005-1. The

table on page 5 summarizes the ownerships and legal descriptions of the District.
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Summary of Ownership, Legal Description &
Site Condition — June 1, 2016

No. Lots Description Lot Nos. Ownership
Valinda Products: Lots 1-32 & 44-52 & 54-81, Tr 16634
69 Built & Sold 1-32, 44-52 & 54-81 69 Individual Homeowners
1 NAP-Special Tax Prepaid 83 James & Shannon Lunnen
Mirador Product: Lots 33-43 & 82-140, Tr 16634
62 Built & Sold 3343, 82-120, 127- 62 Individual Homeowners
131, 133, 134, 135,
& 137-140
4 Models complete 121-124 -Rancho San Juan
Development, LLC
2 Nearly complete production 132 & 136 Rancho San Juan
In escrow Development, LLC
2 Nearly complete production 125 & 126 Rancho San Juan
Available Development, LLC
Raw Land Proposed for 15 Custom Lots: Lots 141-155, Tract 16634
15 Raw Land 141-155 -Rancho San Juan

Development, LLC

Property History

Based on discussions with the owners, the subject property entered escrow in
September of 1997. The site was purchased over a nine year period in three
takedowns. The first takedown took place in September of 1997 for $2.9 million, the
second in April of 2003 for $3.1 million and the last in June of 2006 for $1.28 million.
The total purchase price was $7,280,000, or $46,968 per lot, in raw unentitled condition.
The buyer was Whispering Hills, LLC.

On April 6, 2009 the property transferred from Whispering Hills, LLC to Rancho
San Juan Development LLC. The principals associated with the Whispering Hills, LLC

retained ownership and Woodbridge Pacific Group was brought in as the homebuilder.

According to a timeline provided by the property owners, construction of in-tract
infrastructure began in December 2008. At that time, the property was already mass-

graded. In September 2011 the in-tract infrastructure was complete and construction of
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the Valinda models began on November 1, 2011. The model homes were complete and
Valinda opened for sales on May 15, 2012. The Valinda product reportedly sold-out
March 26, 2014. Construction of the Mirador models began in January 2013 and were
complete on October 12, 2013, when Mirador opened for sales. As of the date of value,
June 1, 2016, all of the Valinda production homes and model homes have closed
escrow. Sixty-two of the 70 Mirador dwellings have closed escrow. In addition, two

production homes are in escrow and two production homes and four model homes are

available for sale.

Definitions

Market Value'

The most probable price in terms of money which a property should bring in
a competitive and open market under all conditions requisite to a fair sale,
the buyer and seller, each acting prudently, knowledgeably and assuming
the price is not affected by undue stimulus. Implicit in this definition is the
consummation of a sale as of a specified date and the passing of title from
seller to buyer under conditions whereby:

(a) Buyer and seller are typically motivated.

(b) Both parties are well informed or well advised, and each acting in
what he considers his own best interest.

(c) A reasonable time is allowed for exposure in the open market.

(d) Payment is made in terms of cash in U.S. dollars or in terms of
financial arrangements comparable thereto.

(e)  The price represents the normal consideration for the property sold
unaffected by special or creative financing or sales concessions
granted by anyone associated with the sale.

Minimum Market Value

It may be appropriate for projects that have built-out and occupied product to
use mass appraisal techniques. When conforming groups of property types
within the same CFD are built and have achieved a stabilized occupancy,
appraisers may use a limited valuation analysis to value a sampling of
similar properties. In this analysis, the overall average sales price per
square foot for each product is compared for each year. A conservative
estimate of value per square foot is used in estimating Minimum Market

' Part 563, subsection 563.17-1a(b)(2), Subchapter D, Chapter V, Title 12, Code of Federal Regulations.
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Value for the 69 sold dwellings within the Valinda development and 62
sold dwellings within the Mirador development.

Mass Appraisal

When a tract or project is built-out and absorbed, the appraiser may use
an aggregate value estimate based upon conservative per dwelling unit
estimates. It is implicit in mass appraisal that some individual value
conclusions will not meet standards of reasonableness, consistency and
accuracy. However, appraisers engaged in mass appraisal have a
professional responsibility to ensure that, on an overall basis, the value
conclusions meet attainable standards of accuracy. The appraisers have
used an average conservative value for the average size unit within each
product in the District. By utilizing average value estimates, individual
home values could be higher or lower, depending on unit size. However,
on an overall basis, the value conclusions are reasonable and meet
attainable standards of accuracy.

Fee Simple Estate?

Absolute ownership unencumbered by any other interest or estate subject
only to the four powers of government.

Fee Simple Estate Subject to Special Tax and Special Assessment
Liens

Empirical evidence (and common sense) suggests that the selling prices of
properties encumbered by such liens are discounted compared to properties
free and clear of such liens. In new development projects, annual special tax
and/or special assessment payments can be substantial, and prospective
buyers take this added tax burden into account when formulating their bid
prices. Taxes, including special taxes, are legally distinct from assessments.

The Minimum Market Values included herein, reflect the value potential
buyers would consider given the special tax lien of Community Facilities
District No. 2005-1.

Retail Value

Retail value should be estimated for all fully improved and sold properties.
Retail value is an estimate of what an end user would pay for a finished
property under the conditions requisite to a fair sale.

Blue-Top Graded Parcel

Blue-top graded parcel includes streets cut and padded lots with utilities
stubbed to the parcel and perimeter streets completed.

2 The Dictionary of Real Estate Appraisal, Third Edition, published by The Appraisal Institute, 1993, Page
140
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Finished Site®

Land that is improved so that it is ready to be used for a specific purpose.
(Improvements include padded lot, streets and utilities to the lot, and all fees
required to issue a building permit paid.)

Extraordinary Assumptions,
Assumptions and Limiting Conditions

The analyses and opinions set forth in this report are subject to the following

assumptions and limiting conditions:

of the Appraisal Institute requires the appraisers to "clearly and accurately disclose any
extraordinary assumption or limiting condition that directly affects an appraisal analysis,
opinion, or conclusion." In compliance with S.R. 2-1(c) and to assist the reader in

interpreting the report, the following contingencies, assumptions and limiting conditions are

Standards Rule ("S.R.") 2-1(c) of the "Standards of Professional Appraisal Practice"

sef forth as follows:

Extraordinary Assumptions of the Appraisal

The opinions of value rely on the information provided by the District's
Special Tax Consultant, which we have assumed to accurately identify the
properties within CFD No. 2005-1. It is a specific assumption of this
appraisal that the appraisers have been provided with a summary of all the
parcels subject to special tax within the CFD.

The opinions of values expressed in this report do not apply to any
specific dwelling unit.

Assumptions and Limiting Conditions

No responsibility is assumed by your appraisers for matters that are legal in
nature. The appraisers are aware of past litigation concerning the subject
property. It is a specific assumption and condition of this appraisal and
estimated values, that there are no outstanding legal issues associated
with Capistrano Unified School District's CFD No. 2005-1. No opinion of
titte is rendered, and the property is appraised as though free of all
encumbrances and the title marketable. No survey of the boundaries of the
property was undertaken by your appraisers. All areas and dimensions
furnished to your appraisers are presumed to be correct.

3 |bid, Page 334
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The date of value for which the opinions of Minimum Market Value are
expressed in this report is June 1, 2016. The reported Assessed Values are
stated as of January 1, 2015. The dollar amount of this value opinion is
based on the purchasing power of the United States dollar on that date.

Maps, plats, and exhibits included herein are for illustration only, as an aid
for the reader in visualizing matters discussed within the report. They should
not be considered as surveys or relied upon for any other purpose, nor
should they be removed from, reproduced, or used apart from this report.

Oil, gas, mineral rights and subsurface rights were not considered in making
this appraisal unless otherwise stated and is not a part of the appraisal, if
any exist.

The appraisers were not provided a soil report for the District. However, as
of the date of value, the 140 lots that include the Valinda and Mirador
products were improved with completed dwelling units. Only the land
proposed for the 15 custom lots is in a raw undeveloped condition. The
proposed custom lot development is slated for future development. There
are no current plans to develop that portion of the District at this time. For
purposes of this appraisal, the soil is assumed to be of adequate load-
bearing capacity to support all uses considered under our conclusion of
Highest and Best Use.

The appraisers have been provided with one title report for a portion of the
District. The report was dated May 2, 2016 and prepared by First American
Title Company. The title policy shows the ownership as Rancho San Juan
Development LLC and covers 17 lots within the Mirador development and
the 15 proposed custom lots. Individual policies for the 131 sold dwelling
units were not requested or provided. For purposes of this appraisal, we
are not aware of any easements, encroachments or restrictions that would
adversely impact the value of the subject properties.

Information contained in this report has been gathered from sources which
are believed to be reliable, and, where feasible, has been verified. No
responsibility is assumed for the accuracy of information supplied by others.

Since earthquakes are common in the area, no responsibility is assumed for
their possible affect on individual properties, unless detailed geologic reports
are made available.

The appraisers have inspected as far as possible by observation, the land;
however, it was impossible to personally inspect conditions beneath the soil.
Therefore, no representations are made as to these matters unless
specifically considered in the report.

The appraisers assume no responsibility for economic or physical factors
that may occur after the date of this appraisal. The appraisers, in rendering
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these opinions, assume no responsibility for subsequent changes in
management, tax laws, environmental regulations, economic, or physical
factors that may or may not affect said conclusions or opinions.

No engineering survey, legal, or engineering analysis has been made by us
of this property. It is assumed that the legal description and area
computations furnished are reasonably accurate. However, it is
recommended that an analysis be made for exact verification through
appropriate professionals before demising, hypothecating, purchasing or
lending occurs:

The appraisers have not been provided with plans or specifications for the
existing dwellings within the District. For purposes of this appraisal, we have
assumed that the quality of construction, functional utility, amenities and
features will meet market demand for new product in the market area in
which the subject is located. This is a specific assumption of the value
estimate included in the report.

Unless otherwise stated in this report, the existence of hazardous
substances, including without limitation asbestos, polychiorinated biphenyls,
petroleum leakage, or agricultural chemicals, which may or may not be
present on the property, or other environmental conditions, were not called
to the attention of nor did the appraisers become aware of such during the
appraisers’ inspection. The appraisers have no knowledge of the existence
of such materials on or in the property unless otherwise stated. The
appraisers, however, are not qualified to test for such substances or
conditions.

The presence of such substances such as asbestos, urea formaldehyde,
foam insulation, or other hazardous substances or environmental conditions
may affect the value of the property. The value estimated herein is
predicated on the assumption that there is no such condition on or in the
property or in such proximity thereto that it would cause a loss in value. No
responsibility is assumed for any such conditions, or for any expertise or
engineering knowledge required to discover them. The client is urged to
retain an expert in the field of environmental impacts upon real estate if so
desired.

The cost and availability of financing help determine the demand for and
supply of real estate and therefore affect real estate values and prices. The
transaction price of one property may differ from that of an identical property
because financing arrangements vary.

The distribution, if any, of the total valuation in this report between land and
improvements applies only under the stated program of utilization. The
separate allocations for land and improvements must not be used in
conjunction with any other appraisal and are invalid if so used.

CONSULTING REAL ESTATE APPRAISERS
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The forecasts of future events that influence the valuation process are
predicated-on the continuation of historic and current trends in the market.

The property appraised is assumed to be in full compliance with all
applicable federal, state, and local environmental regulations and laws, and
the property is in conformance with all applicable zoning and use
ordinances/restrictions, unless otherwise stated.

The Americans with Disabilities Act (“ADA”) became effective January 26,
1992. We have not made a specific compliance survey and analysis of this
property to determine whether or not it is in conformity with the various
detailed requirements of the ADA. It is possible that a compliance survey of
the property, together with a detailed analysis of the requirements of the
ADA, could reveal that the property is not in compliance with one or more of
the requirements of the Act. If so, this fact could have a negative effect on
the value of the property. Since we have no direct evidence relating to this
issue, we did not consider possible non-compliance with the requirements of
the ADA in estimating the value of the property.

We shall not be required, by reason of this appraisal, to give testimony or to
be in attendance in court or any governmental or other hearing with
reference to the property without prior arrangements having first been made
with the appraisers relative to such additional employment.

In the event the appraisers are subpoenaed for a deposition, judicial, or
administrative proceeding, and are ordered to produce their appraisal report
and files, the appraisers will immediately notify the client.

The appraisers will appear at the deposition, judicial, or administrative
hearing with his/her appraisal report and files and will answer all questions
unless the client provides the appraisers with legal counsel who then
instructs them not to appear, instructs them not to produce certain
documents, or instructs them not to answer certain questions. These
instructions will be overridden by a court order which the appraisers will
follow if legally required to do so. It shall be the responsibility of the client to
obtain a protective order.

The appraisers have personally inspected the subject property; however, no
opinion as to structural soundness of existing improvements or conformity to
any applicable building code is made. The appraisers assume no
responsibility for undisclosed structural deficiencies/conditions. No
consideration has been given in this appraisal to personal property located
on the premises; only the real estate has been considered unless otherwise
specified.

James B. Harris is a Member of the Appraisal Institute. The Bylaws and
Regulations of the Institute require each Member to control the uses and
distribution of each appraisal report signed by such Member. Except as

CONSULTING REAL ESTATE APPRAISERS
11



HRA

hereinafter provided, possession of this report, or a copy of it, does not carry
with it the right of publication. It may not be used for any purpose by any
person other than the party to whom it is addressed without the written
consent of the appraisers and in any event only with properly written
qualification and only in its entirety. Capistrano Unified School District,
its underwriter and legal counsel may publish this report in the Official
Statement for this Community Facilities District.

Neither all nor any part of the contents of this report- (especially any
conclusions as to value, the identity of the appraisers or the firm with which
they are connected, or any reference to the Appraisal Institute or the MAI
designation) shall be disseminated to the public through advertising media,
public relations, news media or any other public means of communication
without the prior consent and approval of the undersigned.

The acceptance of and/or use of this appraisal report by the client or any
third party constitutes acceptance of the following conditions:

The liability of Harris Realty Appraisal and the appraisers
responsible for this report is limited to the client only and
to the fee actually received by the appraisers. Further,
there is no accountability, obligation or liability to any
third party. If the appraisal report is placed in the hands of
anyone other than the client for whom this report was
prepared, the client shall make such party and/or parties
aware of all limiting conditions and assumptions of this
assignment and related discussions. Any party who uses
or relies upon any information in this report, without the
preparer's written consent, does so at his own risk.

If the client or any third party brings legal action against
Harris Realty Appraisal or the signer of this report and
the appraisers prevail, the party initiating such legal
action shall reimburse Harris Realty Appraisal and/or
the appraisers for any and all costs of any nature,
including attorneys’ fees, incurred in their defense.
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AREA DESCRIPTION

The following section of this report will summarize the major demographic and
economic characteristics such as population, employment, income and other pertinent
characteristics for Orange County, the City of San Juan Capistrano and the subject market

area.

Orange County

Orange County, California consists of 34 individual cities and numerous
unincorporated communities. Orange County is bounded by the Pacific Ocean to the west,
Los Angeles County to the north, Riverside County to the east, and San Diego County to
the south. Orange County offers a wide variety of terrain from the Pacific Ocean beaches

to foothill landscapes.

A strategic location and quality of life are the primary factors for Orange County's
evolution from a rural, agricultural dominated economy, into a premier urbanized
commercial center. Prior to 1959, the County was considered to be a bedroom community
of Los Angeles County. During the 1950's and 1960's, improvements in the transportation
network and economic growth in Los Angeles County gave rise to the suburbanization of
Orange County. By the 1970's, the commercial and industrial development transformed
Orange County into an urbanized commercial center. Today, despite the severe economic
downturn of 1991-1996, the filing by the County of Orange for bankruptcy in December
1994, the 2001-2002 recession, and the recent national economic crash, Orange County
remains one of the most economically vibrant and diverse components of the Southern

California region and the United States.

Population

Orange County has added 1,250,000 new residents since 1980 as illustrated in the
following table. The most recently released population data indicates that as of January
2016, the countywide population stood at 3,183,000 residents. Annual population gains
from natural increase and immigration h(ave ranged from 25900 to 35,300 persons

annually, over the last five years. The population changes represent annual changes of
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0.9% to 1.1%. The County population experienced a negative 4.1% adjustment in the year
2010. This was due to the U.S. Census. The U.S. Census actual counts were significantly
less than the prior State of California projections. The County’s population increased 5.6%
from 2010 to 2016. The 2015 population finally exceeded the prior record high
population of 3,139,000, which occurred in 2009.

Population Trends

1980-2016"

Average Annual Change
Year Population Number Percent
1980 1,932,921 - -
1990 2,410,668 47,775 2.5%
2000 2,846,289 43,562 1.8%
2001 2,880,200 33,911 1.2%
2002 2,930,500 50,300 1.7%
2003 2,978,800 48,300 1.6%
2004 3,017,300 38,500 1.4%
2005 3,047,000 29,700 1.0%
2006 3,072,300 25,300 0.8%
2007 3,098,100 25,800 0.8%
2008 3,107,500 9,400 0.3%
2009 3,139,000 31,500 1.0%
2010 3,010,232 (128,768) (4.1%)
2011 3,029,900 19,668 0.6%
2012 3,055,800 25,900 0.9%
2013 3,081,800 26,000 0.9%
2014 3,114,000 32,200 1.0%
2015 3,147,700 33,700 1.1%
2016 3,183,000 35,300 1.1%

! April 1, 1980, 1990, 2000, and 2010 all other years January 1.
Source: California Department of Finance, U.S. Census  5/16

The high cost of housing in Orange County compared to other areas has slowed
the number of people relocating to Orange County. The most recent decline in the Orange
County economy began in 2007 and continued until mid-2012. This weakness was led by
the decline in the residential real estate market. Both the sales rate and median dwelling
prices declined over 40% from the peak of June 2007 to early 2009. As of April 2016, the
median price increased over 74% from the lows of early 2009, and equals the record high
price of June 2007. Over the last 12+ months, the number of sales had declined 6.5% and
the median price had increased 7.5%. Month-to-month changes show increases of

approximately 3.0% for both sales and median sale price.
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Employment

As of April 2016, Orange County had an unemployment rate of 3.9%, compared to
the California rate of 5.2%. One year ago, in April 2015, the unemployment rate was 4.3%.
The annual average rate for 2014 was 5.5%. This indicates a 9.3% decrease in the
unemployment rate in one year and a 29.1% decrease in two years. From 1980 to 2000,
the Orange County employment base expanded rapidly as the area became a financial
and service center in the Southern California region. The following table illustrates the

area’s unemployment compared to California as of April 2016.

Labor Force Unemployment

California 19,015,100 5.2%
Orange County 1,604,100 3.9%

The most common measure of employment growth is the increase in
nonagricultural wage and salary employment. Job growth in 2003 increased 25,300 jobs.
During 2004, the total non-farm employment was 1,456,700, an increase of 1.9% or
27,700 jobs. In 2005, the increase in job growth was reported at 2.4% or an increase of
34,300 jobs. Job growth slowed to 1.9% in 2006 or 27,900 new jobs, for a record total of
1,518,900 jobs. In 2007, job growth declined 3,400 jobs to 1,515,500, or a negative 0.2%.
In 2008, there was a decline of 34,000 jobs, or a negative 2.2% job growth. In 2009, job
growth declined 109,500 jobs, or a negative 7.4% to 1,372,100 jobs. This was the largest
annual decline in Orange County history. Job declines continued into 2010 when 5,400
jobs were lost, a negative 0.4%. The four year decline ended in 2011, when 15,700 jobs
were added, an increase of 1.1% to 1,382,400 jobs. In 2012, 37,200 new jobs were added,
a 2.7% increase to a total of 1,419,600 jobs. In 2013, 39,800 jobs were added, an increase
of 2.8% to 1,459,400 jobs. During 2014 36,500 jobs were added, an increase of 2.5% to
1,495,900 jobs. During 2015 47,200 jobs were added, an increase of 3.2% to 1,542,700
jobs. The job losses between 2007 and 2010 wiped out about 11 years of job growth. The

2015 annual employment level is at a new record high level.
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Employment Trends 1983-2015

Average Annual Change
Year Employment Number Percent
1983 869,200 - -
1990 1,172,400 43,314 5.0%
2000 1,388,900 21,600 1.8%
2001 1,413,700 24,800 1.8%
2002 1,403,700 (10,000) (0.7%)
2003 1,429,000 25,300 1.8%
2004 1,456,700 27,700 1.9%
2005 1,491,000 34,300 2.4%
2006 1,518,900 27,900 1.9%
2007 1,515,500 (3,400) (0.2%)
2008 1,481,600 (34,000) (2.2%)
2009 1,372,100 (109,500) (7.4%)
2010 1,366,700 (5,400) (0.4%)
2011 1,382,400 15,700 1.1%
2012 1,419,600 37,200 2.7%
2013 1,459,400 39,800 2.8%
2014 1,495,900 36,500 2.5%
2015 1,542,700 47,200 3.2%

' 2014 benchmark
Source: Employment Development Department - 5/16

The ten largest employers in Orange County are shown below.

Orange County Ten Largest Employers

Company/Institution No. of Employees
Walt Disney Co. 27,000
University of California, Irvine (UCI) 22,385
County of Orange 18,135
St. Joseph Health System (St. Joseph) 12,227
Kaiser Permanente 7,000
Boeing Co. 6,890
Walmart 6,000
Memorial Care Health System 5,650
Bank of America 5,500
Target 5,400

Source: Orange County CAFR, 2015

Income

The 2016 median household income in Orange County is estimated to be $77,390.
These figures are significantly above the Southern California region average. The higher
income level is due to the higher percentage of financial, insurance, real estate, and

business service employment which typically has higher wage scales.
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Orange County
Household Income Distribution
2016

Income Range Households Percent 1/
Less than $15,000 81,328 7.72%
$15,000 - $24,999 78,528 7.45%
$25,000 - $34,999 75,670 7.18%
$35,000 - $49,999 110,944 10.53%
$50,000 - $74,999 167,697 15.91%
$75,000 - $99,999 134,055 12.72%
$100,000 - $124,999 109,309 10.37%
$125,000 - $149,999 79,015 7.50%
$150,000 - $199,999 94,585 8.97%
$200,000 - $249,999 41,027 3.89%
$250,000 - $499,999 55,112 5.23%
$500,000 or more 26.693 2.53%
Total 1,053,963 100.0%
Median Household Income $77,390
Average Household Income $106,499

1/ Percent of total distribution

Source:; Claritas 6/16

Over 51% of the county's households have annual income over $75,000. This high
income level, in part, provides the financial means to support the continued demand in the

residential market.

Retail Sales

For Orange County, taxable retail sales increased from $8.5 billion in 1980 to an
estimated $39+ billion in 2006, prior to the 2007/2008 economic recession. Sales for 1999
and 2000 increased 10.4% and 10.9%, respectively, to $27.49 billion. In 2001, the sales
growth moderated to 3.8% or $28.52 billion. For 2002, sales increased 4.0%, up to $29.65
billion. During 2003, taxable fetail sales totaled $32.28 billion; an 8.9% increase. This
increase continued through 2004 with retail sales at $35.44 billion, a 9.8% increase. in
2005, the growth moderated to 6.3%, with sales at $37.67 billion. In 2006, the growth
further moderated to 3.7%, with sales at $39.07 billion. In 2007, there was an actual
decline to $38.99 billion, a 0.2% decline. In 2008, sales again declined to $35.77 billion, or
a negative 8.3%. Declining sales worsened in 2009, declining 12.9% to $31.16 billion. This
was a bottom for retail sales in Orange County. In 2010 sales increased to $32.55 billion, a
4.5% gain. In 2011, retail sales increased 9.3% to $35,587,795,000. The 2012 retail sales
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increased 7.8% to $38,372,456. The 2013 sales increased 4.3% to $40,024,929,000. The
2013 retail sales were at a record high level, finally exceeding the previous record high in
2006. Retail sales for the first three-quarters of 2014 increased 3.7% over the first three-
quarters of 2013 to $30,399,784,000. Annual retail sales for 2014 have not been reported.

Retail Sales Trends'

1985-2013
Taxable Average Annual Change
Retait Sales Number
Year (000's) (00Q's) Percent
1985 $13,007,407 - -
1990 $17,486,433 $ 895,805 6.9%
2000 $27,485,000 $ 999,857 5.7%
2001 $28,519,000 $1,034,000 3.8%
2002 $29,646,818 $1,127,848 4.0%
2003 $32,287,697 $2,640,879 8.9%
2004 $35,441,953 $3,163,256 9.8%
2005 $37,672,834 $2,230,881 6.3%
2006 $39,074,451 $1,401,617 3.7%
2007 $38,988,227 ($ 86,224) (0.2%)
2008 $35,768,595 ($3,219,632) (8.3%)
2009 $31,162,619 ($4,605,976) (12.9%)
2010 $32,552,107 $1,384,488 4.5%
2011 $35,587,795 $3,035,688 9.3%
2012 $38,372,456 $2,784,661 7.8%
2013 $40,025,929 $1,653,473 4.3%
' Retail stores, taxable retail sales total
Source: State Board of Equalization 5/16
Real Estate

The following table shows Orange County in relation to the remaining Southern

California counties for median price and number of dwellings sold.

Southern California Home Sales

No. Sold — All Homes Median Price — All Homes
April April Pct. April April Pct.
County 2015 2016 Chg. 2015 2016 Chg.
Los Angeles 7,137 6,976 -2.3% $484,750 $520,000 7.3%
Orange County 3,514 3,285 -6.5% $600,000 $645,000 7.5%
Riverside 3,697 3,632 -1.8% $310.000 $330,000 6.5%
San Bernardino 2,568 2,494 -2.9% $254,000 $270,000 6.3%
San Diego 4,049 3,980 -1.7% $455,000 $489,000 7.5%
Ventura 1,055 945 -10.4% $480,000 $530,000 10.4%
Southern California 22,020 21,312 -3.2% $429,000 $458,000 6.8%
Source: Corelogic 5/16
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During the period from 1988 through 1989, housing values appreciated at rates
approaching an average of 15% per annum throughout much of Orange County and
Southern California. During the period from 1990 through 1993 as the economic
recession influenced all segments of potential homebuyers, the rate of house price
changes fell dramatically with decreases of approximately 4% to 6% per annum. During
1996 home prices stabilized, and most new subdivisions experienced significant price
increases from 1997 to mid-2005 with annual double digit appreciation. Over the
subsequent 6+ years sales prices significantly decreased. However, over the last 3+
years, sales prices have increased on a year over year basis in almost every month.
The April 2016 sales were the highest April sales in three years. The change in sales
was up 4.2% from March 2016 and down 3.2% from April 2015. However, the April
sales were 10.5% below the April average of 23,801 since 1988. The region's median
sale price gains have been in single digits over the last 24 months, following 22 months
of double-digit increases. Southern California’s April median sale price was 9.3% below
the peak median price of $505,000 reached in July 2007

In all, 3,285 homes in the County sold in April 2016, which is a decrease of 6.5%
from April 2015 (Southern California had a decrease in sales of 3.2%). The County’s
April 2016 median price of $645,000 is up 3.2% from March 2016. Over the past year,
the median sales price increased 7.5%, according to CorelLogic. This is a vast
improvement from the 20% to 25% annual declines on a monthly basis in 2007 and
2008. The April 2016 median price of $645,000 equals the peak price of $645,000 in
June 2007, and over 74% higher than the January 2009 cyclical low median price of
$370,000. Due to the rebounding strength in the new home market, the issuance of new
home building permits in the County in 2012 was 70%+ higher than the average number
of permits issued over the previous five years. During 2013, single-family building
permits increased to 3,783 from the 2012 total of 2,846 permits, about 33%. During
2014, single-family building declined 7.0% to 3,519 permits. Building permits for 2015
totaled 3,523, up 0.1% from 2014.
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City of San Juan Capistrano

The City of San Juan Capistrano is located in south Orange County. It was
incorporated in April 1961 and has grown from a small community of approximately
10,000 persons in 1974 to a developed City of 36,085 persons in 2016. The City has not
experienced growth since the 2005 population of 36,078. The City provides a variety of
land uses including open space, recreation, housing, jobs, shopping and services.
Almost 40% of the City is in open space and park land. Only about 10% of the land

suitable for development still remains vacant.

The City’ consists of 14.3 square miles and is located approximately 23 miles
southeast of downtown Santa Ana and is bisected by Interstate 5. The San Diego
Freeway (I-5) extends northwest to Los Angeles and further to Ventura County and
central California. To the south, it provides access to San Diego and the international
border with Mexico. The City is bounded by the City of Laguna Niguel to the west, the
cities of Dana Point and San Clemente to the south and unincorporated County to the
west and north and a portion of the City of Mission Viejo to the northwest. The
community of Ladera Ranch is located to the north. The new residential development of
The Ranch by Rancho Mission Viejo is located to the northeast of San Juan Capistrano.

Please refer to the next page for a neighborhood map.

Population
As of the 2010 Census, the City had a population of 34,593 persons. The 2016
estimated population is 36,085 persons. Based on remaining residential land for

development, the City has reached approximately 90% of its maximum population.

Income Level

For 2016 the City has an income distribution relatively similar to the countywide
distribution. The median household income for San Juan Capistrano is $81,831, and the
County's median household income is $77,390 according to the Claritas report dated
June 2016 for the County and June 2016 for the City. An indicated in the table below,

approximately 50% of the City's households have annual income over $75,000.
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City of San Juan Capistrano
Household Income Distribution 2015

Income Range Households Percent
Less than $15,000 1,131 9.34%
$15,000 - $24,999 958 7.91%
$25,000 - $34,999 984 8.12%
$35,000 - $49,999 1,092 8.93%
$50,000 - $74,999 2,000 16.51%
$75,000 - $99,999 1,309 10.81%
$100,000 - $129,999 1,161 9.59%
$125,000 - $149,999 857 7.08%
$150,000 - $199,999 1,092 8.77%
$200,000 - $249,000 419 3.46%
$250,000 - $499,999 780 6.44%
$500,000 or more 369 3.05%
Total 12,152 100.0%
Median Household Income $73,763
Average Household Income $108,622
Source: Claritas 6/16
Retail Sales

In 2011, the City generated retail sales of $570,878,000 or 1.6% of the County’s
total retail sales. For 2012, retail sales increased 0.2% to $572,045,000. In 2013, retail
sales increased 3.7% to $593,045,000. Annual sales for the first three quarters of 2014
are estimated at $439,050,000 which if annualized would indicate a decrease of

approximately 0.6%.

Employment

As of April 2016, the City had an employment level of 17,600 persons. The
unemployment rate for the City was 4.3%, which was 0.4% higher than the County as of
April 2016. The top ten private employers in the City are shown on the following table.

The information is from the City of San Juan Capistrano.
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City of San Juan Capistrano
Principal Employers 2014

No. of
Employer Employees
St. Margret’s of Scotland School 429
Costco Wholesale. 247
24 Hour Fitness 225
Emeritus at San Juan Capistrano 154
Color Spot Nurseries 135
Fluidmaster 130
Junipero Serra Catholic High School 124
Marbella Country Club 106
San Juan Hills Golf Club 95
Capistrano Toyota 91

Transportation

The City has good freeway access provided by Interstate 5 (San Diego
Freeway), the major north/south freeway in California, via Ortega Highway. Interstate 5
traverses the State from the international Mexican border to the south to the State of
Oregon and further north. The freeway merges with Interstate 405 at a major interchange
situated about six miles north of the City. Both freeways intersect with State Highway 55
(Costa Mesa Freeway) to the west and northwest. From there, the Costa Mesa Freeway
extends north to State Highway 91 (Riverside Freeway) providing access into Riverside
and San Bernardino counties and west into Los Angeles County. The Costa Mesa

Freeway continues southwest to the cities of Costa Mesa and Newport Beach.

Also available are the toll roads (the San Joaquin Transportation Corridor and
the Foothill Transportation Corridor). The San Joaquin Transportation Corridor merges
with 1-5 at the north edge of the City limits between the cities of Laguna Niguel and
Mission Viejo. The Foothill Transportation Corridor runs from the Riverside Freeway
near Anaheim to Oso Parkway approximately three miles to the northeast of the north

City limits.

Conclusions of Area Analysis

The strength of the economy for Orange County is evident in the relatively stable

employment and, correspondingly, population of the County. While employment has
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increased over the last year, population figures have shown continued growth and local
unemployment has consistently been below the national and state averages. The rebound
from the previous recession had shown significant gains in population and employment
numbers. Most economists predict a pontinuation of expansion, as the impact from the

recent recession is over.

The local economy previously experienced economic decline from 2008 into
2012, due largely to the national and state recessions. However, beginning in mid-2012
the markets stabilized and hdme prices have increased. Inflation is reported to remain
low, which should keep mortgage rates from rising too steeply while the economy gains

strength.

Nationally, the economy has rebounded from'the recession lows. As of June 1,
2016 the Dow Jones Industrial Average (DJIA) was at a level of 17,835+. The S&P 500
is near historical highs, near 2,100.

Orange County has experienced an increase of 7.5%% in median home price
from a year ago. The median home price in Orange County was $645,000 in April 2016.
Home prices continue to increase; however, the percentage change is moderating on a
year-over-year basis. The year over year change in the sales rate have moderated over

the last year, but are expected to increase through summer of 2016.

The City provides good schools and community amenities, which are desirable
characteristics for families as well as young and established professionals. Local growth
provides an economic and employment base for retail and service businesses. As the
economy and housing market continues to recover from the past recession, a return to
more normal growth should continue. The industrial and retail development of Orange

County has generated strong interest in the area.
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SITE ANALYSIS

General and Location

The subject property of this appraisal is identified as the property subject to Special
Tax within CFD No. 2005-1. The District consists of one final tract map proposed for 1565
dwelling units in the City of San Juan Capistrano. The City is bounded by the City of
Laguna Niguel to the west, the cities of Dana Point and San Clemente to the south and
unincorporated County to the west and north and a portion of the City of Mission Viejo to
the northwest. The community of Ladera Ranch is located to the north. The new
residential development of Rancho Mission Viejo is located to the northeast of San Juan
Capistrano. CFD No. 2005-1 is located at the east end of the City, approximately 1 1/2
miles south of Ortega Highway, west of La Pata Avenue. To the northeast of the District is
the La Pata Green Waste Facility. San Juan Hills High School is located north of the
District on Vista Montana. In general undeveloped land surrounds the District. An existing

single family detached community is located to the west of the proposed custom lots.

According to the Community Facilities District Report dated June 9, 2011, prepared
by David Taussig & Associates, Inc., the District consists of 272 gross acres of which 60
acres are expected to be developed into uses subject to Special Tax. The District is
proposed for a total of 155 single family detached dwellings. The District is further
identified as Lots 1 through 155 of Final Tract Map No. 16634. As previously discussed,
according to the District's Special Tax Consultant, Lot 53 of Tract 16634 had their
Special Tax paid in full as of the date of value. Therefore, Lot 53 of Tract 16634 is not
subject to Special Tax and is not a part of this appraisal assignment or valuation. Please

refer to Page 4 for a boundary map of the District.

Current Site Condition

Site condition for CFD No. 2005-1 includes land from a raw condition to completed,
sold and occupied dwelling units. Please refer to Page 5 for a summary of the condition of
the land as of the date of value. Development of the District is proposed for two single
family detached home products known as Valinda and Mirador, and future development of

15 custom lots. As indicated on Page 5, within the Valinda product, all of the 70 dwellings
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have sold to individual homeowners. The Mirador product is nearing sell-out. Of the 70
total dwelling units within Mirador, 62 have closed escrow to individual homeowners.
There are four model homes that are complete but unsold. In addition, there are two
production homes that are in escrow and two production homes that are available for sale.

The land proposed for 15 custom: lots is in a raw undeveloped site condition.

Size and Shape
The District consists of one parcel consisting of 272+ gross acres according to the

District's CFD report, of which 60 acres are expected to be developed into uses subject to

Special Tax. CFD No. 2005-1 is irregular in shape.

The District is proposed for a total of 155 single family detached dwellings. Of the
155 lots, 140 lots have a minimum size of 10,000 square feet and are generally
rectangular in shape. The Valinda product has lots that range from 10,000 square feet
to 44,866 square feet, with an average lot size of 15,473 square feet. Pad sizes range
from 7,966 square feet to 16,855 square feet. The Mirador product has lot sizes ranging
from 11,500 square feet to 29,445 square feet, with an average lot size of 14,578
square feet. The 15 proposed custom lots have proposed lots ranging from 30,056
square feet to 45,825 square feet. The average lot size for the custom lots is 33,527

square feet.

Soils and Geology

The appraisers were not provided a soil report for the District. However, as of the
date of value, the 140 lots that include the Valinda and Mirador products were improved
to completed dwelling units. Only the land proposed for the 15 custom lots is in a raw
undeveloped condition. The proposed custom lot development is slated for future
development. There are no current plans to develop that portion of the District at this
time. For purposes of this appraisal, the soil is assumed to be of adequate load-bearing

capacity to support all uses considered under our conclusion of Highest and Best Use.
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Topography and Drainage

The District has rolling to steep topography. Drainage is via natural sheet flow
and percolation. There are storm drains serving the 140 lots of the subject property.
Storm drain capacity for the subject was constructed during the site development
process. During our inspection of the site, we did not observe any drainage problems.
The proposed custom lots are currently in a raw undeveloped land condition situated on

hillsides.

Zoning

CFD No. 2005-1, Whispering Hills, is designated as Planned Community (PC),
Very Low Density Residential and General Open Space in the City's General Plan. The
Very Low Density Residential allows for a maximum density of one dwelling unit per
acre. The residential development of the District, proposed for 155 dwelling units,
equates to approximately .5 du/acre, which is within the maximum General Plan density
of one unit per acre. The Open Space designation was assigned to the SDG&E
transmission line right-of-way extending diagonally through the property. The two
ridgelines on the site are designated Major Ridgelines, to be preserved in Open Space
per the Conservation and Open Space Element. The ridgelines are situated between

the 140 lots of Valinda and Mirador and the 15 proposed custom lots.

A Comprehensive Development Plan was required to be integrated into the PC
zoning in order to establish permitted land uses and development standards on a PC-
designated property. The Comprehensive Development Plan allows for the land uses
consistent with those proposed and existing within Tract Map 16634. The maximum
development of 155 dwelling units includes 15 dwelling units in the west canyon area,
on minimum 30,000 square foot lots and the remaining 140 units in the east canyon
area on minimum 10,000 square foot lots. The subject property is in conformance with
all zoning requirements, and is assumed to be in conformance with all governmental

regulations.
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Access and Circulation

The City has good freeway access provided by Interstate 5 (San Diego
Freeway), the major north/south freeway in California, via Ortega Highway. The City is
bisected by Interstate 5. The San Diego Freeway (I-5) extends northwest to Los
Angeles and further to Ventura County and central California. To the south, it provides
access to San Diego and the international border with Mexico. The freeway merges with
Interstate 405 at a major interchange situated about six miles north of the City. Both
freeways intersect with State Highway 55 (Costa Mesa Freeway) to the west and
northwest. From there, the Costa Mesa Freeway extends north to State Highway 91
(Riverside Freeway) providing access into Riverside and San Bernardino counties and
west into Los Angeles County. The Costa Mesa Freeway continues southwest to Costa

Mesa and Newport Beach.

Also available are the toll roads (the San Joaquin Transportation Corridor and
the Foothill Transportation Corridor). The San Joaquin Transportation Corridor merges
with I-5 at the north edge of the City limits between the cities of Laguna Niguel and
Mission Viejo. The Foothill Transportation Corridor runs from the Riverside Freeway
near Anaheim to Oso Parkway approximately three miles to the northeast of the north

City limits.

The Valinda product has ingress and egress via Vista Montana. Vista Montana
connects with La Pata Avenue to the east, which connects with Ortega Highway to the
north. The Mirador product has ingress and egress from Via Granada which connects
with Vista Montana. Individual lots of both developments are accessed by several cul-
de-sac streets. Interior streets are improved with one lane in each direction with paving,

concrete curbs and-gutters, sidewalks and street lights.

Amtrack stops in San Juan Capistrano and John Wayne Airport is situated
" approximately 13 miles from the District. Los Angeles International Airport is situated
approximately 60 miles north of the District. Long Beach Harbor/Port of Los Angeles is

located approximately 40 miles north.
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Easements

The appraisers have been provided with one title report for a portion of the District.
The report was dated May 2, 2016 and prepared by First American Title Company. The
title policy shows the ownership in Rancho San Juan Development LLC and covers 17
lots within the Mirador development and the 15 proposed custom lots. Individual policies
for the 131 sold dwelling units were not requested or provided. For purposes of this
appraisal, we are not aware of any easements, encroachments or restrictions that would

adversely impact the value of the subject properties.

Utilities

The subject property is served by the following companies/agencies:

Electricity San Diego Gas & Electric

Water San Juan Capistrano Water Dept.

Gas San Diego Gas & Electric

Sewer South Orange County Wastewater Authority
Telephone AT&T

Police Orange County Sheriff's Dept.

Fire Orange County Fire Dept.

Earthquake, Flood Hazards, and Nuisances

The subject property, as of the date of valuation, was not located in a designated
Earthquake Study Zone as determined by the State Geologist. However, all of Southern

California is subject to seismic activity.

The subject property is located in a Zone “X” flood designated area according to
Federal Emergency Management Agency Community Panel No. 06059C0526J, dated
December 3, 2009. This designation references an area of minimal flooding, which is
outside the 500-year flood plain. Flood insurance is not required. No other nuisances or
hazards were observed on physical inspection of the subject properties as of the date of

value.
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Environmental Issues/Toxic Hazards

The appraisers have not received a site assessment report or EIR for the subject
property. According to the City's web site, a Final Environmental Impact Report for a more
intensive but similar development project covering the subject property was adopted by
Resolution No. 02-05-21-07 on May 21, 2002. Subsequently on July 20, 2004, the City
Council adopted Resolution No. 04-07-20-01 certifying an Addendum to the EIR and
approving Vesting Tentative Tract Map 16634 for a subdivision with 155 single-family
residential lots plus open space lots. Of the 155 proposed lots/dwellings within Tract
16634, 140 lots have been graded to finished lot condition and improved with dwellings.
Only the land proposed for 15 custom lots remains in a raw condition. The property is

reportedly not impacted by any negative environmental issues.

Physical inspection of the District did not indicate evidence of hazardous materials
and/or toxic waste. However, your appraisers are not considered experts in the field and
are not qualified to detect such materials. It is a specific assumption of this appraisal that
the soil is suitable for the existing and proposed uses and no evidence of hazardous

materials exist.

The La Pata Green Waste Facility is situated to the northeast of the Valinda project
at the corner of La Pata Avenue and Vista Montana. There are four SDG&E high tension
power lines extending diagonally through the property. The Open Space designation was
assigned to the SDG&E transmission line right-of-way. The two ridgelines on the site are
designhated Major Ridgelines, to be preserved in Open Space per the Conservation and

Open Space Element.

Taxes and Special Taxes

Pursuant to Proposition 13, passed in California in 1978, current Assessed Values
may or may not have any direct relationship to current Market Value. Real estate tax
increases are limited according to Proposition 13 to a maximum of 2% per year plus
bonds, if any. If the property is sold, real estate taxes are normally subject to modification

to the then current Market Value. The subject property falls within the taxing jurisdiction of
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the Orange County Assessor's office. The applicable tax rate area is 23-081. The

published annual tax rate in this area is 1.05480%.

Depending on house size, the FY 2016/2017 Special Tax per dwelling unit is
estimated to range from $6,837.93 to $9,518.64. The total overall tax rate is estimated
from 1.75% to 2.00% of value. This is common in the market area, where new product
subject to CFD special taxes, has been built over the past 25+ years. A survey of the
subject’s market area revealed that special Assessment Districts or CFDs encumber

most of the competing residential subdivisions.

For the 2015/2016 Tax Year, the total Assessed Value for CFD No. 2005-1, is
reported to be $97,596,045. Please refer to the table in the Addenda that lists the Fiscal
Year 2015/2016 Assessed Values for CFD No. 2005-1 as provided by the District’s

Special Tax Consultant.

According to public records the total property tax for the 154 lots subject to Special
Tax is $1,951,130. The District's Special Tax consultant reports five parcels have
delinquent tax as of May 20, 2016. All of the delinquent parcels are under the ownership of
Rancho San Juan Development LLC. It is a specific assumption and condition of this
appraisal report that all of the property taxes due are paid in full and that there are

no delinquencies within the District.
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IMPROVEMENT DESCRIPTION

General

CFD No. 2005-1, is proposed for a total development of 155 dwellings within three
products. Two products are similar\in functionality and size and situated on lots with
minimum sizes of 10,000 square feet. In total 140 of the 155 dwellings are built within
these two products. The Valinda and Mirador products are built by Woodbridge Pacific
Homes. The third product is a proposed 15 custom lot development on 30,000 square foot
minimum lots. As previously discussed, according to the District's Special Tax
Consultant, Lot 53 of Tract 16634 had their Special Tax paid in full as of the date of
value. Therefore, Lot 53 of Tract 16634 is not subject to Special Tax and is not a part of

this appraisal assignment or valuation. Lot 53 is in the Valinda product.

The Valinda product is built out and has sold and closed escrow on all of the 70
dwelling units, as of the date of value. The development opened for sale in May, 2012 and
sold out in March 2014.

The Mirador product is nearing sell-out. Of the 70 dwelling units within Mirador, 62
have closed escrow to individual homeowners. There are four model homes that are
complete but unsold. In addition, there are two production homes that are in escrow and
two production homes that are available for sale. The Mirador product opened for sales
in mid-October, 2013.

The land proposed for the 15 custom lots is in a raw condition. The appraisers
have requested information on proposed development of the raw land. As of the date of
this report no information has been provided. It is an assumption of this appraisal that

the current plans are to hold for future development.

The appraisers have not been provided with specifications for the existing or
proposed improvements within CFD No. 2005-1. The appraisers were provided with floor
plans and a sales brochure for the Valinda and Mirador products. The Valinda product is

the smaller of the two developments offering homes from 2,804 square feet to 3,817
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square feet. The smallest plan is a one-story dwelling unit and the three larger floor
plans are two-story. Plans 1, 2 and 4 include four-car garages and Plan 3 includes a
three-car garage. The base sales prices for Plans 2, 3 & 4 of the Valinda product are for
the final phase of development which was released in June 2013. The most recent base
sales price for Plan 1 was in the prior phase of development which was released in
January 2013. The Mirador product includes five floor plans ranging from 3,769 square
feet to 4,984 square feet. Each floor plan is two-story and includes a four-car garage. In
addition, the Mirador product offers an optional "Casita" which ranges from 379 square
feet to 574 square feet. The following table includes the home size of the dwelling unit
without the "Casita" square footage. The pricing for the Mirador product is as of May
2016. The typical incentives at Mirador are $60,000. The four model homes are
expected to offer incentives of $85,000. The model homes have a typical lot premiums
of $120,000 and $135,000 and reported options between $245,000 and $400,000.

CFD No. 2005-1

Minimum Home Bdrm/
Product Name Lot Size Size Bath Base S/P $/SF
Valinda 10,000 2,804 4/3.5 $739,000 $263.55
(pricing as of June 2013) 3,321 5/4.5 $873,000 $262.87

3,666 5/4.5 $959,000 $261.59
3,817 5/45 $956,000 $250.46

Mirador 11,500 3,769 4/3.5 $1,130,000 $299.81
(pricing as of May 2016) 4,071 5/5.5 $1,102,000 $270.70
4,014 5/5.5 $1,111,000 $276.78
4,456 5/5 $1,247,000 $279.85

4,984 5155 $1,260,000 $252.81

The following list is of some of the construction specifications for the detached
single-family homes of the Valinda and Mirador products. For purposes of this appraisal,
we have assumed that the quality of construction, functional utility, amenities and features
are similar to currently selling projects and meet market demand for product in the

subject’s market area.

Construction
Units are of Class "D" construction; wood frame and stucco siding with several
elevation choices.
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Foundations
Foundations are poured concrete. Particle board over wood floor joists for the
second floor.

Structural Frame
Consists of 2" x 4" and 2" x 6" wood framing.

Roofs
Roofs are of concrete tile.

Windows
Vinyl dual glazed windows.

Floor Covering
Floor coverings are wall-to-wall carpet in all living areas. Entries are of ceramic tile.

Interior Finish
Custom trowelled ceiling and painted drywall.

Heating/HVAC
Dual-zoned central air conditioning and gas forced air heating.

Kitchens

Kitchens will be equipped with natural maple wood Euro-styled frameless cabinetry,
and granite countertops. Each kitchen will include Kitchen Aid appliances in
stainless steel that include 48" dual fuel professional range, electric self-cleaning
oven, dishwasher, 27" built-in microwave and Sterling stainless steel sink.

Bathrooms
Bathrooms will have double sinks with ceramic tile countertops, and tile surround in
shower and tub.

Garage
Garage doors are three and four car sectional steel roll-up with concrete driveways.

Fireplace
One fireplace per dwelling.

Laundry Facilities
Interior laundry areas.

Exterior
Side and rear yard fencing.
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Options

Numerous options and upgrades are available including flooring, cabinet, appliance
package and countertop upgrades. Most options and upgrades provided at
competing, similar quality developments were offered.

Functional Utility

It is an assumption of this appraisal that all of the floor plans are functional, and

competitive with current design standards.

Remaining Economic Life

The total/remaining economic life, according to the Marshall Valuation Service, is

considered to be 50 years from date of completion.

Homeowners Association

The homeowner’s association dues are reported to be $357.00 per month for the
Valinda and Mirador products. The HOA will be responsible for maintaining all of the
common areas within the Association Property including all recreation facilities, streets,

landscaping and open space lots.

Conclusion of the Improvements

Based on the review of the product information and physical inspection of the
Valinda and Mirador models, we are of the opinion that the quality of the products are good

and will generally meet buyer expectations for the subject’'s marketplace.

CONSULTING REAL ESTATE APPRAISERS
36



HRA

HIGHEST AND BEST USE

The term highest and best use is an appraisal concept that has been defined as

follows:

The reasonably probable and legal use of vacant land or an improved

property, which is physically possible, appropriately supported, financially

ofeasible, and that results in the highest value. The four criteria the highest

and best use must meet are legal permissibility, physical possibility, financial

feasibility, and maximum productivity. 4

The determination of highest and best use, therefore, requires a separate analysis
for the land as legally permitted, as if vacant. Next, the highest and best use of the
property with its improvements must be analyzed to consider any deviation of the existing
improvements from the ideal. "The highest and best use of both land as though vacant
and property as improved must meet four criteria. The highest and best use must be:
legally permissible, physically possible, financially feasible, and maximally productive.

"5 The four criteria interact and, therefore,

These criteria are often considered sequentially.
may also be considered in concert. A use may be financially feasible, but it is irrelevant if it

is physically impossible or legally prohibited.

Legally Permissible Use

The legal factors affecting the site and its potential uses are often the most
restrictive. These would typically be government regulations such as zoning and building

codes.

The subject property is located in the City of San Juan Capistrano in Orange
County. CFD No. 2005-1, Whispering Hills, is designated as Planned Community, Very
Low Density Residential and General Open Space in the City's General Plan. The Very
Low Density Residential allows for a maximum density of one dwelling unit per acre.
The residential development of the District, proposed for 155 dwelling units, equates to

approximately .5 du/acre, which is within the maximum General Plan density of one unit

* The Dictionary of Real Estate Appraisal, 4th Edition, Pub. by the Appraisal Institute, Chicago, IL., P. 135.

® The Appraisal of Real Estate, 10" Edition, Pub. By the Appraisal Institute, Chicago, IL., P. 280.
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per acre. The Open Space designation was assigned to the SDG&E transmission line
right-of-way extending diagonally through the property. The two ridgelines on the site
are designated Major Ridgelines, to be preserved in Open Space per the Conservation
and Open Space Element. The ridgelines are situated between the developments of
Valinda and Mirador and the proposed custom lots. The District has a recorded Final
Tract Map No. 16654 for 155 lots/dwelling units. The existing and proposed uses are

considered a legal and conforming use.

Physically Possible Use
CFD No. 2005-1 is located at the east end of the City of San Juan Capistrano.
The City is bounded by the City of Laguna Niguel to the west, the cities of Dana Point

and San Clemente to the south and unincorporated County to the west and north and a
portion of the City of Mission Viejo to the northwest. The community of Ladera Ranch,
which is the most recent built-out large scale master planned community in south
Orange County, is located to the north. The residential development of Rancho Mission
Viejo is located to the northeast of San Juan Capistrano. The first community, known as
Sendero is nearly sold out. The second community, known as Esencia, is in the initial

stages of development.

The District consists of 272 gross acres that are proposed for a total of 155 single
family detached dwellings within Final Tract Map No. 16634. The topography consists of

rolling to steep hillsides which offer views of the surrounding area.

The District is bounded by vacant land and an existing subdivision. This
development is a natural extension of existing nearby residential development, located

in the City of San Juan Capistrano.

All normal utilities are available to serve the subject site. As of the date of
inspection, 131 dwellings are built and sold to individual homeowners. In addition, 2 built
production dwellings are in escrow and 2 built production dwellings are available. The

four model homes for Mirador are also available for sale.
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The land proposed for the 15 custom lots is in a raw condition. No information has
been provided for the raw. land. It is assumed that the current plans are to hold to future

development.

Access to the District is considered to be adequate via La Pata Avenue and Ortega
Highway. The City has good freeway access provided by Interstate 5 (San Diego
Freeway), the major north/south freeway in California, via Ortega Highway. Also available
are the toll roads (the San Joaquin Transportation Corridor and the Foothill Transportation
Corridor). The San Joaquin Transportation Corridor merges with |1-5 at the north edge of
the City limits between the cities of Laguna Niguel and Mission Viejo. The Foothill
Transportation Corridor runs from the Riverside Freeway near Anaheim to Oso Parkway

approximately three miles to the northeast of the north City limits.

Based on the physical analysis, the subject property appears to be viable for
numerous types of development based on its size and topography. However, the site's
location would suggest the lands have a primary use of residential development due to

its location and improvements.

Financial Feasibility and Market Conditions

The financial feasibility of the development of the subject property is based on its
ability to generate sufficient income and value in excess of the costs to develop the
property to its highest and best use. Please refer to the Valuation sections of this report,
which give support to the financial feasibility of the existing dwelling units within CFD No.
2005-1.

The attractiveness of residential development anywhere in Orange County is
evidenced by market activity which has taken place over the last 30 years. The current
condition of the housing market is that there has been a significant increase in demand
over the past 4+ years, which has positively impacted price. The decline in sales and
prices between the end of 2005 through 2011 has ended. There was a slight increase in
the median Orange County home price between July 2011 and July 2012 of almost 3%.

However, the following 12 month period to mid-2013 showed the median price increased
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almost 20%. From July 2013 to July 2014, the price increase moderated to 8.4%. The April
2016 median price is 7.5% higher than the April 2015 median price. The April 2016
median price of $645,000 equals the June 2007 peak of $645,000. It appears that the
upward pressure on price due to demand outpacing supply could be moderating. Over the
past 12 months, sales decreased by 6.5%, from 3,514 sales in April 2015 to 3,285 sales in
April 2016. The April 2016 median home price increased 7.5% from $600,000 to $645,000
over the 12 month time frame. This is the highest April median price since 2007.

As of late-April 2016, there were only 6,267 existing and new homes for sale in
Orange County. This is 163 more homes on the market than the April 2015 inventory and
32% below the 12-year average of 9,238 dwellings in the inventory. Absorption of all
homes currently on the market is estimated at 60 days, much lower than the typical four to
six month absorption going back to 2004. The current inventory, albeit about two-thirds of
the average between 2005 and 2016, supports a much more sustainable market than

what was seen one to two years ago.

According to the Metrostudy report dated fourth quarter of 2015, homebuilders
sold 951 new homes in the Orange County market, which represents an 18.4%
decrease from the new home sales one year ago. This represents a 25.5% decrease for
detached homes, while the attached new home closings decreased by 0.6%. On an
annual rolling 12-month basis, for all of 2015, new detached home closings in Orange
County are down 14.4% from 2014.

The median sale price of all new homes closed during the fourth quarter of 2015
was at $881,200, an increase of 8.3%+ from the fourth quarter of 2014. The detached
median sale price increased 13.8% to $1,088,000, while the attached median sale price
increased 8.0% to $587,500 over the past 12 months.

According to Metrostudy, at the end of Q4 2015 there were 115 active detached
subdivisions in the Orange County market, representing an increase of 8 subdivisions
from one year ago. At the end of Q4 2015, there were 2,199 available detached units,

which include model homes, completed dwellings and dwellings in various stages of
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construction. Based on the most recent closing data, this represents a 10.3 month
supply of inventory of dwellings. According to Metrostudy there are 2,824 finished lots in

the County which represents an 11.0 month supply of finished lots.

Orange — South Coastal Submarket

The South Coastal submarket, of which the District is a part, includes the cities
and communities of Aliso Viejo, Dana Point, Laguna Niguel, Laguna Beach, Laguna
Hills, San Clemente and San Juan Capistrano. The South Coastal submarket region
accounted for 18 detached sales during the fourth quarter of 2015, or a 2.9% market
share of the Orange County detached market. This sales rate is down 58.1% from the
fourth quarter 2015 sales rate. Another indication of the declining market is that for the
fourth quarter of 2015, the South Coastal submarket had average monthly sales per
product of 4.5 units. In the fourth quarter of 2014, the average sales rate per project was
6.9 units per month. Over all of 2015, the South Coastal submarket reported 137
closings compared to 115 for the 12 months ending December 2014, a 19.1% increase.
The rolling 12-month closing rate per subdivision was at 8.2 units per year in Q4 2014

increasing to 10.5 units per year in Q4 2015, representing a 28.3% increases.

The median sales price in the South Coastal submarket has increased 18.3%
from $826,100 in Q4 2014 to $977,300 in Q4 2015. The median unit size has increased
53.8% from 2,719 square feet to 4,182 square feet in Q4 2015. The median price per
square foot for a detached dwelling increased from $348 to $359 over the past 12
months. This is one of the lower prices per square foot submarkets in Orange County.

The North Submarket is the lowest at $336 per square foot for a detached dwelling.

During the fourth quarter of 2015, the subject's submarket sold no detached
homes priced under $799,999; 18 homes priced over $800,000 were sold. There were 5
attached units that sold in the subject’'s submarket all priced over $800,000.

Within the South Coastal submarket there are 11 active detached projects, which
is three less than Q4 2014. The subject’s market area reports two unsold standing (built,

but unsold) inventory units and 112 unsold units under construction. This is a 10.0+
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month absorption time for the completed dwellings and units under construction. Total
inventory which includes units built, under construction and model homes totals 133
units which equates to a 11.6 month supply at the current sales rate. One year ago total
inventory was at 104 units, and the absorption time based on last year's sales rate was

10.9 months. Both total inventory and absorption time have increased over the last year.

According to an interest rate survey published weekly in the Orange County
Register, the typical 30-year, fixed rate conforming loan is around 3.6%+ as of the date
of this report. Mortgage rates have been in the 3.5% to 3.8%%+ range over the past
month. Six months previously, rates were in the 3.5% to 4.0% range. While a slight
increase in rates may impact demand, we do not anticipate a significant drop in
demand, due to the interest rate increases, as long as rates remain near the current
level. The current level of interest rates, along with stable to moderately increases in

sales prices, should continue to sustain sales activity, for qualified buyers.

Feasibility

The financial feasibility of the development of the subject property is based on its
ability to generate sufficient income and value in excess of the costs to develop the
property to its highest and best use. Please refer to the Valuation section of this report,
which gives support to the financial feasibility of the existing dwelling units within CFD No.
2005-1.

Currently, the Orange County market appears to be moderating after the past 12
months when the median price increased almost 7.5%. The current median price of
$645,000 equals the June 2007 peak of $645,000. However, it appears that the upward
pressure on price due to demand outpacing supply could be over. Please refer to the
table on page 44 that summarizes the actively selling projects most comparable to the
subject. As indicated, there is limited product similar to Mirador in the subject's market
area. Products similar to that of the subject are experiencing sales rates around 2 to 3+
units per month. There is a lack of similar product in the subject's market area.
According to local brokers and sales agents in the area, there is demand for product. As

indicated in the Comparable Residential Project Summary, most of the currently selling
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products are situated on smaller lots than the subject and are smaller in unit size,
particularly compared to the Mirador floodplans. On a price per square foot basis, the
Valinda and Mirador products appear to be competitively priced. The Valinda product
opened for sales in May 2012 and sold out in March 2014 for an indicafed absorption of

3.2 units per month. Mirador has been selling at a rate of 2.0 units per month.

Maximally Productive

In considering what uses would be maximally productive for the subject property,
we must consider the previously stated legal considerations. We are assuming the land
uses allowed under the zoning of the City of San Juan Capistrano are the most productive
uses that will be allowed at the present time. Current zoning and approved uses indicate

that other alternative uses are not feasible at this time.

Given the improving demand for residential product in Orange County and the
San Juan Capistrano market area, it is our opinion that development as built and as
proposed for the Valinda and Mirador products provides the highest land value and is,
therefore, maximally productive. The land proposed for 15 custom lots consists of rolling
to steep topography. There are no site improvements at this time. Engineering costs are
not available to analyze the feasibility of the custom lots at this time. Based on previous
discussions with the developers, the current use for the land is to hold for future
development. It is the appraisers' opinion that waiting for continued growth and strength
in the residential -market and national and local economy is prudent, before

development of the 15 custom lots

Conclusion
Legal, physical, and market considerations have been analyzed to evaluate the
highest and best use of the property. This analysis is presented to evaluate the type of

uses that will generate the greatest level of future benefits possible from the land.
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San Juan Capistrano
Comparable Residential Project Summary
Detached Single Family Homes

June 1, 2016
No. Minimum Base Unit Base S/P No. No. Sold Overall
No. Project, Builder & City Units Lot Size Sales Price Size /Sq.Ft. Released StartDt. Mo. Abs.
Subject Pricing as of June 2013
1 Valinda 70 10,000 $739,000 2,804 $263.55 70 70 3.2
Woodbridge Pacific Group $873,000 3,321 $262.87 May-12
San Juan Capistrano $959,000 3,666 $261.59 Sold-out
$956,000 3,817 $250.46 Vlarch 2014
S/P for Plan 1 as of January 2013
Subject
2 Mirador 70 11,500 $1,130,000 3,769 $299.81 70 64 2.0
Woodbridge Pacific Group $1,102,000 4,071 $270.70 Oct-13
San Juan Capistrano $1,111,000 4,014 $276.78
$1,247,000 4,456 $279.85
$1,260,000 4,984 $252.81
3 Heirloom at Escenia Highlights 83 4,000 $864,900 2,351 $367.89 15 13 2.0
CalAtlantic Homes $898,900 2,508 $358.41 Nov-15
Rancho Mission Viejo $988,000 2,665 $371.07
$964,900 3,233 $298.45
4 Cirrus at Escenia 58 5,000 $839,990 2,698 $311.34 31 25 3.0
Meritage Homes $894,990 2,894 $309.26 Sep-15
Rancho Mission Viejo $964,990 3,211 $300.53
5 Augergine 66 5500 $1,029,900 3,097 $33255 36 20 2.4
Tri Pointe Homes $1,105,900 3,374 $327.77 Sep-15
Rancho Mission Viejo $1,092,900 3,324 $328.79

$1,169,900 3,765 $310.73
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After reviewing the alternatives available and considering this and other
information, it is the opinion of the appraisers that the highest and best use for the 140
existing lots, as improved, is for residential development similar to the existing floor
plans for Valinda and Mirador. For the raw land proposed for 15 custom lots, the highest

and best use is to hold for future development.

As Vacant

After reviewing the alternatives available, it is these appraisers' opinion that ultimate
development of the single-family detached for-sale products, similar to the existing
product, is considered the highest and best use of the properties. The raw land has a

highest and best use of holding for future development.

As Improved

The existing use is a legal use of the land and the value of the land as improved
far exceeds the value of the site if vacant. This means that the existing improvements
contribute substantial value to the site. Based on these considerations, it is our opinion
that the existing improvements constitute the highest and best use of the subject

property.
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VALUATION METHODOLOGY

Basis of Valuation

Valuation is based upon general and specific background experience, opinions of
qualified informed persons, consideration of all data gathered during the investigative

phase of the appraisal, and analysis of all market data available to the appraiser.

Valuation Approaches

Three basic approaches to value are available to the appraiser:
Cost Approach

This approach entails the preparation of a replacement or reproduction cost
estimate of the subject property improvements new (maintaining comparable
quality and utility) and then deducting for losses in value sustained through
age, wear and tear, functionally obsolescent features, and economic factors
affecting the property. This is then added to the estimated land value to
provide a value estimate.

Income Approach

This approach is based upon the theory that the value of the property tends
to be set by the expected net income therefrom to the owner. It is, in effect,
the capitalization of expected future income into present worth. This
approach requires an estimate of net income, an analysis of all expense
items, the selection of a capitalization rate, and the processing of the net
income stream into a value estimate.

Direct Comparison Approach

This approach is based upon the principle that the value of a property tends
to be set by the price at which comparable properties have recently been
sold or for which they can be acquired. This approach requires a detailed
comparison of sales of comparable properties with the subject property. One
of the main requisites, therefore, is that sufficient transactions of comparable
properties be available to provide an accurate indicator of value and that
accurate information regarding price, terms, property description, and
proposed use be obtained through interview and observation.
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As previously discussed, there are 69 completed dwelling units subject to Special
Tax withih the Valinda product which have sold to individual homeowners. In addition,
as of the date of value, there are 62 completed and sold dwelling units with the Mirador
product. There are four model homes that are complete but unsold. In addition, there
are two completed production homes that are in escrow and two completed production
homes that are available for sale. Due to the built-out status of the District, the
appraisers have utilized a mass appraisal technique in the valuation of the completed
dwelling units. When implementing a mass appraisal, conservative estimates are to be
used in the valuation. It is implicit in mass appraisal that some individual value
conclusions will not meet standards of reasonableness, consistency and accuracy.
However, appraisers engaged in mass appraisal have a professional responsibility to
ensure that, on an overall basis, the value conclusions meet attainable standards of
accuracy. The appraisers have used an average conservative value, for the average
size unit for each product. By utilizing average value estimates, individual home values
could be higher or lower, depending on unit size. However, on an overall basis, the

value conclusions are reasonable and meet attainable standards of accuracy.

The balance of the District includes raw land proposed for 15 custom lots, with no
plans for near-term development. According to the specific instruction from the District
and their Financial Consultant, the appraisers are reporting the Assessed Values for the

raw land.
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VALUATION OF DWELLING UNITS

Valuation of Completed and Sold Dwelling Units

As previously discussed, there are 131 completed dwelling units which sold to
individual homeowners over the past 4+ years. Please refer to the Addenda of this
report for a unit by unit summary of each ownership, date of sale, and sales price. Due
to the built-out status of this portion of the District, the appraisers have utilized a mass
appraisal technique in the valuation of the completed dwelling units. When
implementing a mass appraisal, conservative estimates are to be used in the valuation.
It is implicit in mass appraisal that some individual value conclusions will not meet
standards of reasonableness, consistency and accuracy. However, appraisers engaged
in mass appraisal have a professional responsibility to ensure that, on an overall
basis, the value conclusions meet attainable standards of accuracy. The appraisers
have used an average conservative value, for the average size unit within each product
for the sold dwellings. By utilizing average value estimates, individual home values
could be higher or lower, depending on unit size. However, on an overall basis, the

value conclusions are reasonable and meet attainable standards of accuracy.

There are 69 dwellings unit sales within the Valinda product, which started sales
in May 2012, as the market began to improve. Sell-out of the Valinda product was
March 2014. Sales of the Mirador product began October 12, 2013 and is nearing sell-
out. This section of the report will first value the 131 sold dwelling units within the
Valinda and Mirador products, followed by valuation of the built but unsold dwelling

units and four model homes under ownership of the developer/builder.

As discussed within this report, the residential market has shown significant signs
of improvement over the past 4+ years. The sales for the Valinda and Mirador products
have been during the same period of time, beginning in May 2012 to the present time.
Interviews with sales personnel have reported price increases between phases of

development, which is the first time this has occurred since 2006/2007.
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Sales for the Valinda product began in May 2012 with the first escrow closing
August 31, 2012. The Valinda product sold out in March 2014, representing an overall
absorption rate of 3.2 units per month. The Mirador product opened for sales in October
2013 and as of the date of value, reported 64 sold dwelling units. The overall absorption
rate for Mirador is 2.0 units per month. To analyze the sales trends within the Valinda
and Mirada products the appraisers have reviewed the 69 closed sales within the
Valinda product and 62 closed sales within the Mirador product. The analysis considers
the average price per square foot for each year. Sales during the last half of 2014, 2015
and 2016 for the Valinda product represent resales. The summary for the Mirador
product includes sales in 2014, 2015 and 2016. Based on current market conditions
over the past 4+ years, it would be reasonable to assume an upward trend in pricing for
the Valinda and Mirador products, similar to other products in Orange County and
California markets. Please refer to the following table which summarizes the average
size unit, average sales price and average price per square foot for the Valinda and
Mirador products. The analysis considers the average price per square foot for each

year. A unit by unit sales summary is included in the Addenda.

Summary of Sales — Valinda Project

Year No. of Sales Avg. Size Avg. S/P Avg. $/SF
2012 13 3,514 SF $774,692 $220.44
2013 38 3,529 SF $890,276 $252.27
2014 12 3,643 SF $1,082,583 $297.13
2015/2016 6 3,831 SF $1,256,083 $327.90

Summary of Sales — Mirador Project

2014 10 4,506 SF $1,223,150 $271.43
2015 34 4,409 SF $1,251,588 $283.88
2016 18 4,333 SF $1,253,333 $289.24

The actual sales within the subject tracts reflect the state of the residential
market over the timeframe of the sales. As indicated, the price per square foot has
increased from $220.44 to $327.90 over the 4 year sales period for the Valinda product.

As indicated in the sales summary, there is a significant increase in price paid per
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square foot for the resales during the last half of 2014, 2015 and 2016 for the Valinda
product. Discussions with brokers familiar with the development indicated that the
higher prices paid for the resales are due to significant improvements to the landscape
and hardscape including pools and built-in BBQ, etc. Homes that have not had similar
improvements are selling closer to sales prices achieved in 2014. Due to the guidelines
of this appraisal assignment, that is to provide a conservative value based for a mass
appraisal; we have given greatest weight to the 2014 sales. The appraisers have
considered the upward trend in sales prices during 2012‘and 2013 with moderation
beginning in 2014 to the present time. The average size dwelling unit for the 69 sold

dwellings in the Valinda product is 3,572 square feet.

We have estimated a value per square foot of $300.00 for the average size
dwelling of the 69 sold dwelling units within Valinda. The estimated Minimum Market
Value for the 69 sold dwellings within the Valinda product is calculated: 3,572 square
feet X $300.00 per square foot X 69 dwelling units = $73,940,400 rounded to
$73,940,000.

The Mirador product has been selling since October 2013 with closings
beginning mid-2014. The summary for the Mirador product includes sales in 2014, 2015
and 2016. As indicated in the sales summary, prices have been increasing over the 3
year sales period but at a moderate rate of 4.6% between 2014 and 2015 and 1.2%
between 2015 and 2016, which is generally consistent with the residential market. The
average size dwelling unit for the 62 sold homes within Mirador is 4,403 square feet,
similar to the average size dwellings sold each year. The appraisers have given most
consideration to the 2016 price per square foot and the stabilizing market conditions.
We have estimated a value per square foot of $290.00 for the 62 sold dwelling units.
The estimated Minimum Market Value for the 62 sold dwellings within the Mirador
product is calculated: 4,403 square feet X $290.00 per square foot X 62 dwelling units =
$79,165,940, rounded to $79,165,000.

The indicated Minimum Market Value for the 131 sold dwelling units within CFD
No. 2005-1 is: $153,105,000.
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Valuation of Completed or Under Construction Dwelling Units

In addition to the 62 completed and sold dwelling units within the Mirador
product, there are 4 complete model homes and 4 built production dwellings of which
two are reported to be in escrow. As of the date of value, 2 production homes and 4

model homes remain available for sale.

The 4 model homes are listed for significantly above the production dwelling unit
prices. The is due, in par, to the fumniture and fixtures included in the price. The model
homes also include extensive landscape and hardscape and interior amenities. The
appraisers are only valuing the real estate in this appraisal assignment. In estimating a
price per square foot, we have taken into consideration the landscape and hardscape
and extensive option package included with the dwelling. No consideration is given to
the furniture and fixtures of the model homes. The 4 model homes are for floor plans 2,
3, 4 & 5 of the Mirador product. The average size for the 4 floor plans is 4,078 square
feet. The estimated Minimum Market Value for the 4 model homes is $310.00 per

square foot.

In addition to the 4 model homes there are 4 nearly complete production homes
within the Mirador product. The four unsold production homes include two Plan 3's, one
Plan 5 and one Plan 6. The average size for the four dwelling units is 4,396 square feet.
The average base sales price for the four production homes is $1,177,750 or $267.91
per square foot. In estimating a minimum price per square foot for the Mirador
production dwellings, the appraisers have considered the base sales prices, the current
market conditions and forecast near-term market conditions. The estimated Minimum
Market Value for the 4 production homes nearing completion is 80% of the base sales

price.
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The estimated Minimum Market Value for the 4 complete model homes and 4

nearly complete production homes within the Mirador product are:

4 Model Homes: 4,078 SF X $310.00/SF X4 DU = $5,056,720
4 Production Homes 4,396 SF X $268.00/SF X 80% X 4 DU = $3,770,010

The indicated Minimum Market Value for the 8 dwellings within the Mirador
product under the ownership of the builder/developer, Rancho San Juan Development
LLC, is: $8,826,730 rounded to $8,827.000.
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VALUATION OF RAW LAND PROPOSED FOR CUSTOM LOTS

General Information

As previously discussed in the report, there are 15 custom lots proposed within
the District. The proposed lots are identified as Lots 141 through 155 of Final Tract Map
No. 16634. The land is in raw condition and under the ownership of Rancho San Juan
Development, LLC. The proposed lots are located on hillsides along the west canyon
area of the District. As of the date of value, the appraisers have not been provided with
a site plan or topography map or site costs. According to the existing zoning, the
minimum lot size is 30,000 square feet. According to the builder/developer, the
proposed lots are estimated to range from 30,056 square feet to 45,825 square feet with
an average size of 33,527 square feet. No information has been provided regarding pad

sizes.

Assessed Value Raw Land Proposed for 15 Custom Lots

According to the specific instruction from the District and their Financial Advisors,
the appraisers have not valued the raw undeveloped land. No analysis has been
completed. According to the specific instruction of the District, the appraisers are
reporting the Assessed Value for the raw land. Please refer to the Addenda of this
report for a lot by lot summary of the Assessed Values. Each lot has a Fiscal Year
2015/2016 Assessed Value of $70,411 which equates to $1,056,165, rounded to
$1,056,000.
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VALUATION CONCLUSIONS

Based on the investigation and analyses undertaken, our experience as real estate
appraisers, and subject to all the premises, assumptions and limiting conditions set forth in
this report, the following opinions of Minimum Market Value are formed as of June 1, 2016.

The reporting of Assessed Value is as of January 1, 2015.

MINIMUM MARKET VALUE - 131 INDIVIDUAL OWNERSHIPS

ONE HUNDRED FIFTY-THREE MILLION
ONE HUNDRED FIVE THOUSAND DOLLARS

$153,105,000

MINIMUM MARKET VALUE - RANCHO SAN JUAN DEVELOPMENT LLC
(4 MODEL HOMES & 4 PRODUCTION HOMES)
EIGHT MILLION EIGHT HUNDRED TWENTY-SEVEN THOUSAND DOLLARS
$8,827,000

ASSESSED VALUE - RANCHO SAN JUAN DEVELOPMENT LLC
(Raw Land Proposed for 15 Custom Lots)
ONE MILLION FIFTY-SIX THOUSAND DOLLARS
$1,056,000
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CERTIFICATION

We hereby certify that during the completion of this assignment, we personally
inspected the property that is the subject of this appraisal and that, except as specifically
noted:

We have no present or contemplated future interest in the real estate or
personal interest or bias with respect to the subject matter or the parties
involved in this appraisal.

We have provided appraisal services regarding the subject property within
the last three years to our client, Capistrano Unified School District.

To the best of our knowledge and belief, the statements of fact contained in
this appraisal report, upon which the analyses, opinions, and conclusions
expressed herein are based, are true and correct.

Our engagement in this assignment was not contingent upon developing or
reporting predetermined results. The compensation is not contingent upon
the reporting of a predetermined value or direction in value that favors the
cause of the client, the amount of the value estimate, the attainment of a
stipulated result, or the occurrence of a subsequent event.

The appraisal assignment was not based on a requested m|n|mum
valuation, a specific valuation, or the approval of a loan.

The reported analyses, opinions, and conclusions were developed, and this
report has been prepared, in conformity with the requirements of the Code of
Professional Ethics & Standards of Professional Appraisal Practice of the
Appraisal Institute, which include the Uniform Standards of Professional
Appraisal Practice.

As of the date of this report, James B. Harris has completed the
requirements of the continuing education program of the Appraisal Institute.

The reported analyses, opinions, and conclusions are limited only by the
reported assumptions and limiting conditions, and are our personal,
unbiased professional analyses, opinions, and conclusions.

No one provided significant real property appraisal assistance to the persons
signing this certificate.
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The use of this report is subject to the requirements of the Appraisal Institute
relating to review by its duly authorized representatives. In furtherance of the aims of the
Appraisal Institute to develop higher standards of professional performance by its
Members, we may be required to submit to authorized committees of the Appraisal

Institute copies of this appraisal and any subsequent changes or modifications thereof.

Respectfully submitted,

B Ui Mosr

erri Cannon Harris

Principal

AG009147
James B. Harris, MAI
Principal
AG001846
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QUALIFICATIONS

HARRIS REALTY APPRAISAL
5100 Birch Street, Suite 200
Newport Beach, CA 92660
(949) 851-1227



QUALIFICATIONS
OF
JAMES B. HARRIS, MAI

PROFESSIONAL BACKGROUND

Actively engaged as a real estate analyst and consulting appraiser since 1971. Principal of Harris
Realty Appraisal, with offices at:

5100 Birch Street, Suite 200
Newport Beach, California 92660

Before forming Harris Realty Appraisal, in 1982, was employed with Real Estate Analysts of Newport,
Inc. (REAN) as a Principal and Vice President. Prior to employment with REAN was employed with the
Bank of America as the Assistant Urban Appraisal Supervisor. Previously, was employed by the Verne
Cox Company as a real estate appraiser.

PROFESSIONAL ORGANIZATIONS

Member of the Appraisal Institute, with MAI designation No. 6508
Director, Southern California Chapter — 1998, 1999
Chair, Orange County Branch, Southern California Chapter -1997
Vice-Chair, Orange County Branch, Southern California Chapter - 1996
Member, Region VIl Regional Governing Committee - 1991 to 1995, 1997, 1998
Member, Southern California Chapter Executive Committee - 1990, 1997 to 1999
Chairman, Southern California Chapter Seminar Committee - 1991
Chairman, Southern California Chapter Workshop Committee - 1990
Member, Southern California Chapter Admissions Committee - 1983 to 1989
Member, Regional Standards of Professional Practice Committee -1985 - 1997

Member of the International Right-of-Way Association, Orange County Chapter 67.
California State Certified Appraiser, Number AG001846

EDUCATIONAL ACTIVITIES
B.S., California State Polytechnic University, Pomona

Successfully completed the following courses sponsored by the Appraisal Institute and the Right-of-
Way Association:

Course I-A Principles of Real Estate Appraisal
Course |-B Capitalization Theory

Course [l Urban Properties

Course IV Litigation Valuation

Course VI Investment Analysis

Course VI Single-Family Residential Appraisal
Course SPP Standards of Professional Practice
Course 401 Appraisal of Partial Acquisitions

Has attended numerous seminars sponsored by the Appraisal Institute and the International Right-
of-Way Association.



TEACHING AND LECTURING ACTIVITIES
Seminars and lectures presented to the Appraisal Institute, the University of California-Irvine, UCLA,

California Debt and Investment Advisory Commission, Stone & Youngberg and the National Federation of
Municipal Analysts.

MISCELLANEOUS

Member of the Advisory Panel to the California Debt and Investment Advisory Commission, regarding
Appraisal Standards for Land Secured Financing (March 2003 through June 2004)

LEGAL EXPERIENCE
Testified as an expert witness in the Superior Court of the County of Los Angeles and the County of San
Bernardino and in the Federal Bankruptcy Courts five times concerning the issues of Eminent Domain,
Bankruptcy, and Specific Performance. He has been deposed numerous times concerning these and
other issues. This legal experience has been for both Plaintiff and Respondent clients. He has prepared
numerous appraisals for submission to the IRS, without having values overturned. He has worked closely
with numerous Bond Counsel in the completion of 175 Land Secured Municipal Bond Financing
appraisals over the last five years.
SCOPE OF EXPERIENCE

Feasibility and Consultive Studies
Feasibility and market analyses, including the use of computer-based economic models for both land
developments and investment properties such as shopping centers, industrial parks, mobile home parks,
condominium projects, hotels, and residential projects.
Appraisal Projects
Has completed all types of appraisal assignments from San Diego to San Francisco, California. Also has
completed out-of-state appraisal assignments in Arizona, Florida, Georgia, Hawaii, Nevada, New Jersey,
Oklahoma, Oregon, and Washington.

Residential

Residential subdivisions, condominiums, planned unit developments, mobile home parks,
apartment houses, and single-family residences.

Commercial

Office buildings, hotels, motels, retail store buildings, restaurants, power shopping centers,
neighborhood shopping centers, and convenience shopping centers.

Industrial

Multi-tenant industrial parks, warehouses, manufacturing plants, and research and development
facilities.

Vacant Land

Community Facilities Districts, Assessment Districts, master planned communities, residential,
commercial and industrial sites; full and partial takings for public acquisitions.



QUALIFICATIONS
OF
BERRI CANNON HARRIS

PROFESSIONAL BACKGROUND

Actively engaged as a real estate appraiser since 1982. Principal of Harris Realty Appraisal,
with offices at:

5100 Birch Street, Suite 200
Newport Beach, California 92660

Before joining Harris Realty Appraisal was employed with Interstate Appraisal Corporation as
Assistant Vice President. Prior to employment with Interstate Appraisal was employed with
Real Estate Analysts of Newport Beach as a Research Assistant.

PROFESSIONAL ORGANIZATIONS

Appraisal Institute
Co-Chair, Southern California Chapter Hospitality Committee - 1994 - 1998
Chair, Southern California Chapter Research Committee - 1992, 1993

Commercial Real Estate Women (CREW) — Orange County Chapter
Chair, Special Events — 1998 - 2003
Second Vice-President - 1996, 1997
Treasurer - 1993, 1994, 1995
Chair, Network Luncheon Committee - 1991, 1992

California State Certified Appraiser, Number AG009147
EDUCATIONAL ACTIVITIES
B.S., University of Redlands, Redlands, California
Successfully completed the following courses sponsored by the Appraisal Institute:

Principles of Real Estate Appraisal

Basic Valuation Procedures
Capitalization Theory and Techniques - A
Capitalization Theory and Techniques - B
Report Writing and Valuation Analyses
Standards of Professional Practice

Case Studies in Real Estate Valuation

Has attended numerous seminars sponsored by the Appraisal Institute. Has also attended real
estate related courses through University of California-Irvine.



LECTURING ACTIVITIES

Seminars and lectures presented to UCLA, California Debt and Investment Advisory
Commission, and Stone & Youngberg.

MISCELLANEOUS
Member of the Advisory Panel to the California Debt and Investment Advisory Commission,
regarding Appraisal Standards for Land Secured Financing (March 2003 through June 2004)
SCOPE OF EXPERIENCE
Appraisal Projects

Has completed all types of appraisal assignments from San Diego to San Francisco, California.
Also has completed out-of-state appraisal assignments in Arizona and Hawaii.

Residential

Residential subdivisions, condominiums, planned unit developments, mobile home
parks, apartment houses, and single-family residences.

Commercial

Office buildings, retail store buildings, restaurants, neighborhood-shopping centers, strip
retail centers.

Industrial

Multi-tenant industrial parks, warehouses, manufacturing plants, and research and
development facilities.

Vacant Land
Residential sites, commercial sites, industrial sites, large multi-unit housing, master

planned unit developments, and agricultural acreage. Specializing in Community
Facilities District and Assessment District appraisal assignments.



PARTIAL LIST OF CLIENTS

Bank of America

Bank One

Commerce Bank

Downey S&L Assoc.

Fremont Investment and Loan
First Los Angeles Bank
Institutional Housing Partners

Army Corps of Engineers
California State University
Caltrans

City of Aliso Viejo

City of Beaumont

City of Corona

City of Costa Mesa

City of Encinitas

City of Fontana

City of Fullerton

City of Hemet

City of Hesperia

City of Honolulu

City of Huntington Beach
City of Indian Wells

City of Irvine

City of Lake Elsinore
City of Loma Linda

City of Los Angeles

City of Moreno Valley
City of Newport Beach
City of Oceanside

Arter & Hadden

Bronson, Bronson & McKinnon

Bryan, Cave, McPheeters & McRoberts
Richard Clements

Cox, Castle, Nicholson

Gibson, Dunn & Crutcher

Hill, Farrer & Burrill

Lending Institutions

NationsBank
Preferred Bank
Santa Monica Bank
Tokai Bank

Union Bank
Universal S&L Assoc.
Wells Fargo Bank

Public Agencies

City of Palm Springs

City of Perris

City of Riverside

City of San Marcos

City of Tustin

City of Victorville

County of Orange

County of Riverside

County of San Bernardino

Eastern Municipal Water District

Orange County Sheriff's Department
Ramona Municipal Water District
Rancho Santa Fe Comm. Services District
Capistrano Unified School District
Hemet Unified School District

Hesperia Unified School District
Romoland School District

Saddleback Valley Unified School District
Santa Ana Unified School District

Val Verde Unified School District
Yucaipa-Calimesa Unified School District

Law Firms

McClintock, Weston, Benshoof,
Rochefort & MacCuish
Palmiri, Tyler, Wiener, Wilhelm, & Waldron
Sonnenschein Nath & Rosenthal
Strauss & Troy
Wyman, Bautzer, Rothman, Kuchel &
Silbert



ASSESSED VALUES



000'€60°L$ LVO'P99$ ESE'GEVS ads 9y 915'¢ clLoz/ee/8 VANITVA VYNVAd ‘NIGIvdIO 08 vea9l €0€52¥99
GEZ'99/$ 168'evSs$  8.E'62C% ais 8y v08'C zLocrec/s VANITVA 7.AQNC ‘THOOW 3 NIAILS 'THOONW L8 ¥E99L C0€SCY99
€91'0v8% Gl0'059% 8vL'061$ a4s Sy 688'c cLoz/ess YANIMVYA ITTAINVA 'SILIVHOW NOANVY¥Hd ‘OL Ll €99l 10€SZ199
169'8G¢'l$ G2Z'9/.8% ZE9'Ters a4ds 2o Ve’ gLoc/se/LL HOAvdIN NILSN ‘SNIg93LS YNNVOT ‘SNIgg31s g€  pe99ol L¥2S2r99
000°20¢’LS 669°C..$ 10£'625% ais (43 ] 62¢€'t €Loz/se/LL HOAvdIN VINILIL ‘ALLINODVM-ONIdIVF LLOJS ‘ALLINODVE ve  Pve99l ) gATA )
8L9'09v'L$ +86'/¥6% 1€9'61G% ads [4- | Zee's gLoe/se/LL JOAvdIN VYNNVAVIO 'INVYIOIO TNVd ‘TH0Id €¢  PE99lL 6E£25CP99
2s6'92y'LlS  8L¥'09/8 ¥E5'999% ais 94 999°¢c 1102/8/8 YANITvA ¥l ATINYL LTHORIM UL MIHLLVYIN "LTHOIEM FAS £ ] 8€CSC99
€6G'GGE'L$  €/€'669% 081'959% ais Sy L18°¢ L10¢/61/6 YANIMvYA Vd1V ‘NIVI AIfYd NIVl e ¥€98lL L£252¥99
G/.'v9C'L$ 069'c89% G80'L8SS ais RS 1Ze'e 0L02/9L/8 YANITVA H1 SANWVr O ‘NvIgvd 0e veosl 9€2G¢99
108'v88$ 6G5'€59$ Cve'LECS ais 9y 999°¢ cLoe/eLret YANIVA FHVIO 'I71909 NNITO ‘1909 95 vE99l SE€ZSCy99
y9v'856$ vev'6/9¢ 0€0°98C$ ais 94 glg'e cioc/elict VANITvA 1 AHYIHS ‘OMYId-ZNvHA SG  pEo9l ye2sei99
€80'718% 908'0/6$ L.Z'¥¥E$ ais 8y $08'C clLoc/eLret VANIVA 8002 ATINVH 13NVH-IWNYIHY YL Nv3ar FNNVIHY ¥S  PE99L RANATA ]
59¢'698% 637'969¢ 9/8°C/1$ ais Sy 118°c clLozg/Li/olb YANIVA VZI1 'Or31v LYHd ‘NJANON ¢S Pe9SL L€CSCYI9
y0v'958% €96'€v9$  ivb'Ties ads 9y 9lG'e 2Loz/LLoL YANFVA ILSIEY "HAMYYd NAMYA ‘AINSVE 1S $E€991 0€25299
v.6'68.% ZLy'erss  zos'Lves ais 8y ¥08'C cloc/LL/oL VANITVA 1NAgY VIWHSYH ‘a3WvH Tv3INSI ‘NISHNIN 05 tE99l STaATA L]
199'/¢26% GL0'0S9% 2S9'v8es a4ds 9y 999'¢c cloz/eL/8 YANIVA Q VYVIAVYL ‘AQ3NNIX 3 SY19N0A ‘AQINNIA 6y €99l 82¢2G¢h99
146'221'1$ SLSLLLS Zov'Love adis 1S L18'c zlozc/eL/s YANITVA INNAT IIHITVYA ‘HONVHLS 8y €99l YXAATAL ]
166'GLL'LS  /S¥'0Z.$  OVSCOv$ ads Sy L18'¢ £Log/eL/9 YANINYA dIiHd 'V 6Cc vE99l 92¢esct99
192'¢61°1$  €69'6€.$ VIO'VSYS ais 3= ] 698'c glozg/eL/o VANIVvA VSIYIL 'ONNHD 8C €99l S TAATA S )
L6P'EL0'LS  G98'699% 9C9'cred ads 9y 916’ gloc/el/9 VANIVA H AT TYA ‘OINIEYIN M STTIVHD ‘OMNIYYIN FXANNN 4° 18 ¥2ese99
9Z'81L0°l$ 69L'9¢.$ G60'66C% ais Sy L18'¢ cLoc/eL/9 YANINYA VIQHVONI VLY ‘ONYHNLYD OHYNNIO ‘ONVHENLYD 9¢ PE9SiL (XAATA 4]
99/'G56$ Glo'059% LGLzies ais Sy 688'¢ cLog/eL/s YANIYA JIHYIN VIIONY 'INITIONY AOVHL ‘INITIDNY Ly $E99L 2eesey99
Zry'0l6% 0/G6°179% z.8'sves ads A< lge's cLoc/iceL/s VANIIYA d N33A0r ‘S3IMOH r AWIH3r 'SIMOH gt €99l L2ZSZr99
8/2'6.0°1$ 8.0°.v9% 00Z'6EVS ais °1s| 688'c 2LociceL/8 VANIIVA INITHVA ‘NIAr LY¥390d ‘NInnr S pE99L 022sey99
902'898% €96'€v9$ EVZ'vees ais o 916’ zloc/eL/s VANITVA WVITTIM STTIVHD ‘NYOIHANY] vy pE9SL 6125299
6.5°€2.$ 8/8'cvSs$  10.'6L1$ ais 8y #08'C cloc/9Le VANIVA VANIT 'SIAVYA M NHOT 'SIAVA 8l pE9sl 8125299
G26°208% Zre've9s  €89'081$ ais 9d 999'c cLoe/oLie YANINVYA 337 AVIN ATTMIHS ‘NVH O NHOT ‘NVH 6l vE9sl £1252¥99
€99'81.8$ 1¥8'999%¢ Zzg'LSL$ ais qd 118' cloc/ioLe YANITVA 1X343d "HINWOOMIAN 0 ve99l 91¢2s¢i99
YNANIWLS 88€'G09$ 686019 ads PAS| Lze'e cLoz/oLe VANIVYA I NSLINOYIH ‘THVLYM e  $€991L SLcser99
80.'618% 18'099¢ /98'2GL$ ais °t<| 218'¢ cLoemnLic VANITvYA NILSIMO ‘AVHS T3INVA ‘AVHS ¢c  vE99L (XA A4
182'vz6$ ovlL'e89$ Ivi'L¥es ais 94 999'¢c clociaLre YANITVA W HYYVYS ‘LLOoIT13 €C  PE9sl €1252r99
G8L'LL6$ 609'6/9% 9/G'8€C$ ais od gl6’'e €Loc/eL/9 YaNITvA VSS3INVA 'LOId NILSNr '101d G2 pESslL FANASTA 2 ]
162'9¢8% /91'699% 0£9'8.L% adis AS| lze'e €L0C/eL/9 VANIVA NNAT NIAHOr ‘SNIT100 AY¥YE NHOr ‘SNIT10D vZ  veost 11252199
988'208% 095'0/9% 9ze'sELS ais S L18'¢ cLozg/9Lie YANITVA NNV ¥31 ‘INIODIHD 3 1LLODS “ANIOOIHD I vE99lL 01¢252¥99
620°11.$ Geg'yess  vvv'o8l$ ads 8 ¥08°C cLocieLiec VANITVA NMYHS ‘Mvy9 JIN HLIGVZI13 ‘MydD OIN (AN 25° <] % 60252¥99
9/6'9LZ°L$ zvZ'vs9$ vEL'695% ais JAS| lze'e clozgoLie YANITVA ¥l DOA3Y SWVITHM A S YL G A913HS ‘SWYITIIM € Pe9s9l 80¢S¢99
1€6'G18% 968'1/G6$  180'L1ES ads 9y 999°¢c cLoeeLrie VANITVA VANVYHIN "L4VL NVHLYNOr ‘14vL ¥ Pe9gl 102S¢¥99
YNANIWES Ge9'vess ZrG'o6L$ ads 8y ¥08'C cLoz/oLre VYANITvA d NYHYY MOINLYVYE  ATINVLS MOINLHVE S veodl 9025299
111°GL$ zel'eg9$  Ssv0'esLS ais JAS | lze'e cloc/eL/c YANITVYA dr N3A3LS ‘ZIToS 9 €99l G0ZSZ99
98/.'9L8% 1¥8'999¢  G¥6°9GL$ ads Sy .18'¢ zloz/et/c YANIMVYA M INNOY ‘SILYND 3 AHODIYD 'SILHND L €SSl ¥0252¥99
G66'L¥38% ¥06'8v9%  160°002% ais Zd lee'e cLoe/oLie VANITVvA @ HS3YNS 13Llvd 8 VEo9l £025299
GG0'95/$ Ge9'vzss  oOzv'iecs ais 8y ¥08'C cLoe/oLie VANITVA VHVHS ‘NIHHUYW 6 €99l 202se99
129'608% 2zs's89$  sol'sels ads Y L18'E cLozitie VANIVYA 3IATAS ‘NIZvdvd STTHVYHO ‘NIZvHvd 0l €99l 10CS2ra9
GL}oUAE GIAdWIAR GLpPUBJAE  3asSh pue| SSE|D Xe)} “bpiq Ip Huwisad 109foad GLI9UMO  JOT  Joel] NdY



8£8'928% 666'8//$ 6£8'6V% a4ds £ 6CE'y 710c/6¢/S HOAVvHIN OT1 INJWAOT3IAIA NYNIr NVS OHONVYY 201 $€991 LL¥G2y99
v68'25.% 650°'c0/$ 6£8'6V% ais 221 69.'¢c ¥10¢/6¢/S HJOAVHIN 0717 LINJIWJOTIAIA NVNr NYS OHONVYYH  LOL ¥E991L 0lSZ199
G/6°L10'IS ££5'66/8 cvv'6LTS ads 2 €20'y €Loc/ee/LL HJOAvHIN O AYVIN "LTNYNNVHOS d 3ON3HNYT 'L INYNNVYHOS OoF ¥£99l 60152199
Gee'ocl'ls 0% GZ6'0cL'LS ads A e’y €L0e/Se/LL HOavdIn 13NVr ‘AGIDOT0THL STWYT 90DVT 'AQID0T0THL Ly $ESSOL 80¥SCh99
089'9LL'L$ 0% 089'9L1°1$ ad4s Py €20t €L0c/Se/L L HOaVvdIN 7 ATI3HS 'SHID0H 9 AL ‘'SHID0H ¢y PE99L LOPSCYO9
000'0vLLS 0% 000'ovL LS ad4s £y 62¢'y €10e/seiLL HOAVIIN I NVYSNS ‘SOYLO9 H 4 ¥3NVS ‘SOM103 51 20 45 ] 8 90¥Ser9a9
000'0LL'LS 8S0'/2/$ cCv6'68e% a4s 2= €20'y €Loc/scl/iL HOAVHIN MMUVYIN ‘AYY3d 9¢  tE99l S0¥SCr99
000'/GL°LS 0% 000'4G1°1L$ ad4s 2-] 120'Y €102/s¢/L L HOavdin NIA HOVE [HL ‘HNIYL ONONHD NYOa ‘Niva L €99l ¥01SZ99
000'9te’'Ls 0% 000'912'L$ adis £ 62E't €L0g/sc/iL HOAvHIN IHL 3ND HNYHL ‘00 ONVD ‘WYHd 8¢  veagt £0rST99
629'vvZ'1S 0% 629'vvC'L$ ais A2 B'y €10c/sc/iL JOavdInN NVO 00 ONONYL ‘WYHd 6  ¥E€99l c0vSZra9
GLL'VOL'LS  2hl'LLI$  cEb'eees ads 1< 168'c cLocselLict YANIVA Y1 ANV H38dvE Y1 ¥ 11399 'H3gdvd VAT 451 0] 8 LOYSGCr9o9
G/T'6¥0'LS S¥Z'959% 0£0'ceeS ads 94 999'c cLog/slict VANIVA 337 IT10H ‘AHOANVLS 31 AND ‘AHOINVLS ¢9 $E99l GEESCP99
ZrLovys 619'caz$ ¢£¢5'IeLs ads A | Lze's clocieliclL YANIVYA W IWOHAr 'NOSY313d €9 €99l PEESZH99
l¥/'6€0'L$ 8SY 1693 682°GSES a4ds 1= 168°C cLoemliel YANIIVA NA-ON34 2 337 NOHO-ONIW Y1 NOHD-ONIW ‘I3 ¥9 €99l £EEeaT99
109'069% cLLvevs  888°79¢% ads 9y 916'¢ cLocieLict YANITVA d1 ATIAVA ATHLINT 9661 ¥L ¥ NHOr ‘ATHLINT g9 €99l CEESTY99
SP0O'8GY$ clLe'eses  ceL'iies ads 8y $08°C cLoc/elict YANITVA YHANYS ‘SWYITIIAM H NIF ‘SINVITTIM 99 €99l LEESCHI9
€90'9¢6% £66°'2€9$  0L1'00cs ads 9 91§'e cLocielict YANITVA JIDVLS 13INVA g STTHVYHO T13INVa /9 tE99l 0EESZy99
82¢'6£8% LG¥'G99$  2/8'081% ads 9 9ls'e ZLoc/LL/oL YANITVA D AQOTIN 'NMOHE 3 ANOWAYYH 'NMOYd 89 €99l 62E€SZ¥99
000°200'L$ 6820598 GL.'95e$ a4s A | les'e cLoc/LLioL VANIVA HIHOVTTVYD VANYT 'SOIMYYd SSOY LIINNIG 'SOMve 69 €99l 82ESCY99
9/9'v/8% 68+'969% /81'G81L$ ads g .218' cLoc/iiioL YANITVA YIMYIN ZN1 "MOIFGNVYId ANOIWAT 99349 MOIdNV1d 0L tE98l 1/2€S2¥99
9/1L'¢8L°1$ Z10'8/.9% +91'G0S$ a4s g4 gls'e cLoz/LLioL YANITVA VANVIAY ‘JO2SIEd NILSNI ‘AW L L. €99l 9¢esct99
eYZ'6¥0'l$  +¥89'€0/$ 6G5'SHES ads 9 999'¢c clocg/LL/oL YANITVA YNY13 HIATHO ATH443r 'HIIHO ¢L.  PE99L GCESZY99
951'G/6% 69¢'699% /8/°G0ES ads gy 999'¢c c¢locg/Li/ol YANITVA SINIATO "LHVH HIAANVYXTTV ‘LHVH €L P99l [ LARTA L)
6£8'6v% 0% 6£8'6V% a4s 4] €20’y S10¢/9/8 HOAvdIN 011 INJWJOTIAIA NYNI NVS OHONYY  €€L #E99L £CESCr99
6£8'6v% 0% 6E8'6Y$ a4s 13| 692 S10¢/9/8 JOAvHIN D717 INIFINJOTIAIA NV NVYS OHONVY  vEL ¥E99L [AANTALLS)
6£8'6V% 0% 6£8'6v% ads e 62E'y §102/9/8 HOAVHIN OT1 INJFINJOTIAIA NYNI NVS OHONVY  GElL €991 L2esera9
6£8'67$ 0% 6£8'61% adis A2 e’y S10¢/9/8 JOavdiiN 071 LINJINJOTIATA NVYNT NYS OHONVY  S¢l €991 02escr99
6€8'677$ 0% 6£8'6V% ads 4=} £20'y G10¢/9/8 HOAVHIN 071 INTFINJOTIAIA NVYNI NVYS OHONVY €L €991 61ESCr99
6£9°6v$ 0$ 6£8'6V% a4s - L0 G102/9/8 HOAvHIW 071 LNJINJOTIAIA NVNF NVYS OHONVY  8€L  ¥E€991 81E£52¥99
6£8'67% 0% 6£8'6v$ ads (%< | 628 S10¢/9/8 HOAVAIN 011 LINFWNJOTIATA NVYNTI NVS OHONYY  6ElL €99l L1EGCYr99
6£8'617% 0% 6£8°6v$ ads € oGy G102/9/8 HOAvHIN 071 INJWJOTIAIA NVNIF NVS OHONVYY Okl $EQ9L 91€G8Cy99
19/°126% 0/6'169% 16.622$ adis jors | 218' ¢l0c/e/8 YANITVvA VIOIY1vd ‘NIV1 O gk PE99l G1€59Cr99
12£'8v8% G00'989% ¢/c£'691$ a4s gy gLG'e c10e/¢/8 YANITVA 0 ANIV13 ‘NYINH4IHOS 130r ‘NYIN44IHOS ¢l ve99l Y1£5C¥99
80/°'028% 1£2'G66$  L.p'GTTs ads gy ¥08' c¢Loc/e/8 YANITVA VNIYLYY “¥3LI3Y VIHS "3 LaY Ly PE9IL £1E5ey99
191'v/8% ¥88'6¥9% 2/Z'LeCs ads o 688'c cLoc/el8 VYANIIVA V1IONVY ‘SYWAVYO TIVHOIN 'SYWNYHO Pl #€991L [ARSTAL]
£9ov'688% 861'0¢9% S0£'99z% ads 9y 915'e ANIA4}] VANITVYA NOSITY ‘S39404 1NvHg ‘WYN.LNd Sl €99l L 1€59299
162'908% 120'0€9¢ 022'c8lL$ ads 9 9l6'c AR TAA}S YANIVA 3317 43FIANV ‘NIDNOYLS NOLYNA J1d3 ‘NIONOYLS 9l #£991 01€G¢y99
212'9z6$ 126'vv.$  061'881% a4ds g9y 999°'c clL0c/LLi0L YANIVA 3NNV NNAT ‘NYHONVYA D AHYV1 ‘NYHONYA v.  ¥£991L 6052199
991 '¥S6$ 0.6'169% 961'C92% a4s G /18'c cLoc/LLioL YANIIVA W ATT13X 'YANVYSHVYHY ANVYNY ‘VAONVIHVYHM S,  ¥E€99L 80¢£52+99
LEY'e56$ 0.6°'169% 19¥'192$ ads S 218' cLocg/LLioL VYANITVA HYINNY Y3SYA TTIV-1V 9. €99l 20€G2¥99
LEV'600'LS  0€Z'Tli$  L0Z'/62% a4s 9y 999'c cLoc/LLioL YANITVA W dIAYQ "¥3aNI Ll $E99l 90€52¥99
08Z'188% 65L°10/$ LTL'08L% adis 122 218'¢ ¢L0c/6¢/8 YANITVA ITVYENY 'HYIVHS NISHOW 'HMIYHS 8/ €99l S0E€S2CY99
860'888% 266'699¢ 125'62¢% ads JA<] Lze's ¢10¢/6¢/8 YANITVA d1l W vS3YIHL 131Lvg 6/, $EQQL Y0€S2r99
GL}9UAR GLAdwiAR GLpuBlAB  3SN pue] SSB[D Xe} JS bp|q I ywaad 109foud GLidumo 307 joea) NdV



112'9¢8% 8€h'88/8 6£8'6V% ads 2o 4R 4 gLoeiie/t HOAvHIN 071 LNJWAOT3IAIA NVNr NVS OHONVY  ¢¢L  vE99l LEGGTH99
256'L/8% £60'828% 6£8'6Y% a4ds ¢ 1€6'% €10c/Lel/L HOAVHIN OT71 AINTWNJOT3AIA NVNI NVS OHONVY L2l €991 0£552199
6£8'6V$ 0% 6£8'6V7% a4s cd ¥86't S1L0c/€¢iy HOAVHIN D017 LNIINJO13A3A NVYNF NVYS OHONVYY  0ZlL +€981 62552199
6E9'6Y$ 0$ 6€8'6v$ a4s A ] e'y sLoc/eeiy JOAvHIn OT7 AININJOTIAIA NVNT NVS OHONVY 611 €991 8CSGCY99
6£8°'61% 0% 6£8°61% a4s cd ¥86'% §10c¢/eciy HJOAvdIN 017 LNIWAOTIAIA NYNI NYS OHONVY  8LL €991 YRASITA LIS
6£8'6v$ 0% 6£8°6v$ a4s cd 6’y sLoc/ecty HOAVAIN OT17 ININJOTIAIA NVNTI NVS OHONVY  ZLL  #€99L STASISTA SIS
6£8'617% 0% 6£8'6V% a4s 42| ¥86't sL0¢/ecty JOAvHIN OT7 ININJOTIAIA NVNI NVS OHONVY  9LL +€991 GZGS2h99
6£8'6v$ 0% 6€8'67% ads %< ] 62y SLoc/eciv JOAvdIN OT11 INJWNAOTIAIA NVNI NVS OHONVY  SLL €991 ¥2¢SGcy99
0/0°Z6v$ Lez'errd  6£8'61% ads v €20y 102/8/6 HOAavdIn OT7 INIFNJOTIAIA NVNI NVS OHONVY 001 €991 €25852199
692'v05$ o' PSv$  6£8'67% a4s 122 1L0'Y ¥10¢/8/6 HOavdIn 011 LNIFWAOT3IAIA NVNI NVS OHONYY 66 ¥E£9gL €CSGCy99
69¢'705$ 0Ev'vSre  6£8'67% a4s 2= 1207 ¥10¢2/8/6 HOAvHIN 017 LINFNJOT3IAIA NVYNI NVYS OHONVY 86 ¥E99l 1 ¢SS¢99
190'9€5$ 22'98¥$  6£8'6V% ads e 10S'y ¥10¢2/8/6 HOAVYIN D17 INTFNJOT3AIA NVYNTI NVS OHONVYY .6 ¥E€99lL 0255¢¥99
69Z't705% 0Er'PSre  6£8'6v% a4ds 127! 1.0y ¥10¢/8/6 HJOAVvHIN 011 LNINJOT13A3A NVYNI NVS OHONYY 96 #€99l 6165299
6£8'61% 0% 6£8'6v% ads ey 62E'y v10c/oz/iL HOAvHIN 271 LNIFINJOT13A3IA NV NYS OHONYY S6  ¥E99lL 816G¢y99
6£8'6v% 03 6£8'677% ads i< 110'v ¥102/0¢/L L HOavdIn O71 LNINJOTIAIA NV NVS OHONYY ¥6 €99l £1G952¥99
6£8'6Y% 0$ 6£8'6v$ ads e 628’y #102/0¢/L L HOAvdIn 0711 INTFNJOTIAIA NVNI NVS OHONVYH €6  ¥E£99l 91G662¥99
6£8'6% 03 6£8'6v% ads £ 62E'y #102/0¢/LL HOAvHIN D711 INTFNJOT3A3A NVYNI NVS OHONVYH ¢6  ¥E99L §1G52¥99
6£8'6v% 0$ 6€8'6v7% ads 45| 110'Y #102/0¢/LL HOAVYIN 071 AINIFNHOT3AIA NVNI NVS OHONVYH 16 €99l 169299
6£8'6v$ 0% 6£8'67% a4s cd zee's ¥10c/02/L L HOAVvHIN 011 INIFNJOTIATA NVNI NVS OHONYYH 06 €99l £16G¢r99
GPZ'8€0'l$ SPZ'959%  000'C8E$ a4s 9y 999°c cLoéemlich YANIVA NNIITNF 'YALNI O © TIVHOIN ‘THALNI DN 19 €99l [AR[ 1AL 1)
000'¥LL'LS GOS'ZY9$  G6Y'LIPS adis A | Lze'e cLoeg/el/icl YANITYA H1 ATHAIVA 0102 NVINHAOH ¥1 9 dIAVA ‘NYIN440H 09 €99l L1GS2H99
875'606$ vz8'sces  vcl'i8Ls ads 8y ¥08°'C cLocielict YANITVA INNAYIAL ‘ANYNOFTIM NOSLYM STNVE INHINOT M 69 ¥E99l 01662199
068'1/8% €20'799% 218°L1c$ a4s o2 168'c cLocgielrel YANIVA VAIAVYN ‘NYHVY.LANOW 8§ €99l 60552199
6£8'6v$ 0% 6£8'6v$ ads ¢y ve'y ?102/0¢/1} HOAvdIN OT11 INJINJOTIA3A NVNI NVS OHONYYA 68 ¥E£99l 80G55¢2¥99
6£98°6v$ 0% 6£8°'6V$ a4ds 2= L0 10c/0¢/LL HOAvHIN 071 ANJINAOTIATA NYNI NVS OHONVYYH 88 tE£99l 108G¢r99
6£8'61% 0% 6£9°6v$ ads cd 8v6't 10c/0c/LL HOAvHIN 077 INJINJOT1IAIA NVYNI NVS OHONYYH /8 €99l 906G¢¥99
6£8'6v$ 0% 6£9'6v$ ads ¢ Gll'Y ¥10c/0c/LL HOAVHIN OT11 LNJINJOTIATA NVYNI NVYS OHONYY 98 tE99l G0GGCH99
0.0'z6t$ Le2'Zhi$  6£8'67% ads 2= 120’ 10c2/8/6 HOAVHIN OT11 LNJNJOT1IAIA NYNI NYS OHONYY 68  ¥E£99lL ¥0552¢¥99
G68°285% 960°ceS$  6£8°6v$ ads cd ¥86'v 102/8/6 HOAVHIN 0711 ANIJNAOTIATA NYNI NVS OHONYY ¥8 €99l £0GGCr99
£/6'66¥$ veL'ovrs  6c8'61% ads 2| »L0'p 10¢/8/6 HOAvdIN 0711 ANJINJOTIATA NVYNT NVS OHONVYYH €8  tvE99l ¢0SS¢99
192'956% 89Z¥'906$ 6£8'61% a4ds ¢ £29'y ¥10¢/8/6 HOAvHIW 0711 LNJNJOTIAIA NVYNIT NVYS OHONYY ¢8  ¥€99l L0SGCr9a9
eteleR AWML 9%8'c99$ 6£8'6v% ads € 6CE'y vL0c/62/G HOAvHIN 011 LNJNJOT3IAIA NVYNIr NYS OHONVYH  ¥LL +€991L [NALTAL )
929'v6.% 181'vw1$ 6£8'61% ads [A<] e’y v10¢/62/5 HOAvVHIN 0717 AININJOTIAIA NVAIr NVS OHONVYY €11 +E99L [AAZ AL
¥9£'069% G2S'0V9$  6£8'6V% ads 125! ¥10'y v¥10¢/62/S dJOAavdIn 017 LNFINJOTIAIA NVYNr NVS OHONVYY  ¢LL $€99l A 2o TAZC L]
2£5'699% €69'61L9% 6£8'6VS ads 45| €20’y ¥102/62/9 HOAVHIN 017 INFNJOTIAIA NVNI NVS OHONVY  LLL #E99L 0¢vSecy99
ovv'658% 109'608% 6£8'6V% ads [A< 2ee's 10¢/6¢2/5 HOAvHIN OT71 ININJOTIAIA NVNT NVS OHONVY  OLL  #E991 6l1SCr99
979'v6.$ 18/'vv1$  6£8'6V$ ads [43| ve'y ¥102/62/S HOAvdIn 071 INIdOTIAIA NVNF NVS OHONYY 601 €991 8115299
v '658% 109'608% 6£8'6v% ads cd 89¢'S ?10cZ/62/9 HOAvHIN OT1 INFNJOTIAIA NVNF NVS OHONVY 801  +€991 LL¥SZH99
919'c69% 112'¢v9%  6£8'61% adis 12| 120'Y ¥102/62/S HOAvHIN OT1 INJWJOTIAIA NVNr NVYS OHONVY 201 €991 81¥S2¥a9
¥68°C5.$ GG0'c0/$ 6¢£8'61% ads o3| 69.'c ¥102/6¢/S HOAVHIN O LNJINJOTIAIA NVNIF NVYS OHONVY  90L €991 S11¥S2¥99
8¢z’ 108% 68€'/G.% 6¢£8'6Y% ads 4= 120y 7102/6¢/S HOAVHIN O LNJWAOT3IA3A NVYNIr NYS OHONVYY  S0L #€991L L5299
0v'e6.$ €96'ev/$  6€8'6V% ads 25| vL0'y v¥10¢/62/S HOAvHIN 0711 INJINJOTIAIA NVNI NVS OHONVY 0L #E991L €1152¥99
8¢2'108% 68€'/G/$ 6£8'61% ad4s 4= 120'% ¥102/62/S HOAvHIN OT11 INJWNJOT1IAIA NVYNIT NYS OHONVYY €0} €981 ¢L¥52i99
GLlauae GLAdwiAe gLpuejae  asn pue| ssed xe} Js bp|q P yuwaad j09foad GLlaumo 107 joel] NdV



Sp0°965°26$ 1411
591°950°L$ Sl

LIv'0.$ 0% Lr'0Ls TIAIANN n 0 - - NO1Snd OT11 ANJFINAOTIAIA NVAr NVS OHONVYY  LPlL #E99L SLi¥Cy99
Ly'0/$ 0% LLY0.$ TIAIANN n 0 = (& NOL1SND 0711 INIFWJOTIAIA NVYNIr NVS OHONVYY ¢l #€991 71iZyo9
Lr0s$ 0% LIv'0s$ 13IA3ANN n 0 == WNO1SND 0717 LNIJWJOTIAIA NV NVS OHONVYYH €71 #E931L €LLCya9
[ARAVES 0% Liv'0s$ 13A3ANN n 0 T WNO1SNO 07171 LNJINJOTIAIA NV NYS OHONVYH 7L #E991L (AN 7AZL]
LIv'0/8 0% Ly'0/$ 13A3ANN n 0 - - NO1SNd 07171 INJNJOTIAIA NYNr NYS OHONYY  GFL #€991L L2999
LLy'0L$ 03 LIr'02$ 13A3IANN n 0 = e NOLSND 011 LNJWAOT3IAIA NVNI NVS OHONVYY 971 vE99L 0L L¥etae9
LLy0/$ 03 LIF'0/$ 13A3ANN n 0 = WOLSND 077 INJWJOTIIAIA NVNI NVS OHONYY kL $E9Q9L 60L¥C¥99
Lp'02$ 0% LI¥'0L$ 13AIANN n 0 T WNOLSND 017 LNJWJOTIAIA NVYNF NVS OHONYY 8Pl #E€Q91L 80 ¥Z¥99
LIY'0/$ 03 LLY'02$ 13A3IANN n 0 - - WNOLSND OT7 INIJNJOTIAIA NVNI NYS OHONVYY  6¥L  ¥ES9L 10L¥ey99
Lv'0.$ 0% LIP'0L$ TIAIANN n 0 - - WNOL1SND 077 LNIJNJO13IAIA NVNIT NVYS OHONYY  0S1L vE99lL 904299
Lv'0s$ 0$ LLP'0.$ 13A3ANN n 0 . e WOLSND OT11 INIJNAOTIAIA NVYNT NYS OHONVYY LGl PE99L S0L¥ct99
Lv'0s$ 0% Liv0L$ 13A3ANN n 0 = NOLSND OT1 ANJINAOT13IAIA NVNIr NYS OHONVYY  ¢SL #€991L ¥0Ley9g
LLY'02$ 0% Ly'0l$ 13A3ANN n 0 - - NO1SND OT1 LINIJNJOT1IAIA NVYNr NYS OHONVYY €51 ¥E99L €0LyZya9
Ly'0L$ 0% LLy'0/$ 13A3ANN n 0 = ke NOLSND OT11 INJWAOT13IAIA NVNIr NYS OHONYY  ¥SL ¥E€991L c0Lyeyag
LIp'0L$ 0% LLv'0.$ 1T3IA3IANN n 0 = NOLSNO 071 INJWJOT3IAIA NVNr NYS OHONVYY G651 €991 LOL¥C99
098°6£5°96% 6¢l

6£8°6v% 0% 6£8'6v% ads 4=} ¥86'y G10¢/9/8 JOQVvdIN OT1 INIFNJOT1IAIA NVYNr NVYS OHONYY  ¢ElL €93l LPSGCr99
6£8'61% 0% 6£8'61% a4ds 12| 120V S102/9/8 HOAvdIn OT1 INFANJOTIIAIA NYNI NYS OHONYY L€l #€991L 0vGSCy99
6£8'6V% 0% 6£8'61% ads 2= 120t G102/9/8 HOAVHIN 0771 LINJINJOTIAATA NVYNI NYS OHONYY  0gclL vE99L 6£GSCP99
6£8'67% 0$ 6£8'6v% a4ds ¢y Zv6'y S10¢2/9/8 HOAavHIN OT17 LINJWJOTIAIG NVNT NVYS OHONVYY 621 €991 8eG8Gecy99
6£8'61% 0% 6£8'6v% ads 1< 69.'¢ S102/9/8 HOavdIn 077 INJNJOTIAIA NVNIr NYS OHONVYY 821 €991 JARS YA 420
6£8'6v$ 0% 6£8'6V% a4s ps| 69.'c S§10¢/9/8 JOAvHIN 011 LINJNJO13AIA NYNI NVS OHONYY 2L vEQ9lL 9€G8SCr99
6£8'6v% 0% 6£8'67% a4s 25| 120y G§102/9/8 HOAvIN O11 LNJNJO13AIA NVNI NVYS OHONYY 921 v€991L GEGGZYI9
6£8°'6V$ 0$ 6£8'6v% a4s 25| 120y S102/9/8 HOAvHIN O LINJNJO13IAZA NVYNr NVS OHONYY S22l vE99L ¥€GeS2r99
989'8¢/$ /v8'989% 6£8'61% a4ds 7 €20’y gloersicl/L HOAvHIN 071 ANJFWJOTIAIA NVAr NYS OHONVYY  v2l #£991L £€6GCY99
681'09.$ ove'oL/$  6£8'6v8 ads P 120V £L0d/Le/L JHOAYHIN D771 INJFINJOTIAIA NYNr NYS OHONVYY €21 #E991L CES5CY99
GlL)8uUAR GLAdWIAR GLPUBJAR 2SN pue| SSe|d xe} s bp|q P yuuad yoaload GLd3umo )07 Rl NdVY



DWELLING SALES BY YEAR



3|71 ABQ uenfuesoyauey  00S'8Y8S ¥SLT0€ €10Z/L1/S S18'9TS  ¥BL'ET ¥EIST S [43:K3 usAn3N 1eyd TE-2SC-199

3[1A9(Q uenfUeS oyouey  000°9£8S €87S6C €T0T/ST/S  SPS'9TS 98P ¥€99T 1§ S6S°E Asulteg ukleq  0€-25C-199
J1A3Q uenfuesoyouey  Q00'TLLS 0LTZ6C E€TOT/VT/S  6L6W1S 9CCVT +EY9T 0§ $18°C uisyny |ealws|  62-7SC99
9|1 A3Q uenfues oyduey  000'0YV6S €vvS8C €TOC/OT/S  0TLLTS €E0°ST ¥€99T LY 092°€ pduy auen ejpsuy g Aoel|  2Z-75Z-v99
5|1 ASQ ueNf ues oyauey  0O0'0Z8S v27S65C €TOZ/0E/v  60S'9TS  LLS'€T ¥E€99T LT 092’ 0] uopuelg  TO-€£5C-¥99
31 A3Q uenfuesoyduey  005'098S 1828YT €T0T/ST/v  0¥6'9TS TI8LT vE99T 8L 758'E yileys Hefuy '3 UISYoN  SO-£SZ-99
31 A9Q uenfuesoyouey  0O0'VL8S 6665€7 €TO0T/6T/¥  60S°9TS  99¢'vT V€991 6L G6S°E [911eg I BSRIdY]  PO-EST-P99
o1 ASQ uenfuesoysuey  000'SSLS 6889TZ €I0Z/IT/¥  TEL'VIS 0SS'CT +E99T 18 ¥I8C 9100 TAPNIR JUIASIS  ZO-€ST-799
3|7 A3Q uenfues oyouey  000'SS8S 8Y0E8T £T0Z/L2/€  €¥L'9TS  #SL°0T VE9IT 9 0ov's SIMOH Y uasporig rAwalar  TZ-Z5C-v99
31 ASQ uenfuesoyouey  00S‘v6LS TEOVYT €T07/8/€ 920'9TS  [6V'FT +E99T 9T 00v's ulduonis 297 Jaquiy g uouNg o3 OT-€SZ-¥99
9|1 A3Q uenfues oyduey  000'098$ S66EVT €107/8/¢ 998'0T$ 8€8'8C VE99T VT 09.'€ sewweJo ejasuy R |9BWILIN - ZT-€52-799
Jajsuel] pasq |esnodsioul  000°298S 69798 €£107/8/¢ P9ELTS  £96°/LT YE99T €1 758'E ule7 o ePRIed  ST-EST-199
|7 ASQ uenfuesoysueyd  Q00'S/8S 7€878 €107/L/¢ 7689TS T0S'0C €991 &I oov's weuind yuelg  TT-€5C-499
5[] AaQ uenfuesoysuey  000'v69S LT6VET €T0T/S/E €ST'PTS 8E6'TT ¥E99T ¢ vI8'C MEID DN UMBYS B YIagezll]  60-752-799
1 A3Q uenfues oyduey  Q00'86LS TE09Y €T10Z/€7/T  T9P'9TS  89T'0T +HE9IT I G6S'E UBWIIYIS D BURI3 B [9Of  PT-ESZ-V99
|71 ASQ uenfues oyduey  Q00'TSLS 789St €107/€Z/t  TOE'STS S9T°0T €991 1T vI8°C 42119y BULIEY B BAYS  ET-£ST-¥99
b 0Z2$
T69'vLLS €T PIS’E
31 A3Q uenfuesoyduey  Q00'8ELS §2S09Z CTOT/L/TT $TS'PIS  ETO0T vE99T 6 ¥18'C uaLleln eleys  ¢0-z57-v99
J1A3Q uenfues oyauey  00S'G569$ 709969 CTOTZ/ET/IT  #8T'¥IS T66°0T +E9IT 8T v18°C snij Ajlwed epul] g uyorsineq  8T-2S2-199
31 A3Q uenfuegoyouey  Q0S'S6LS 06989 TT0Z/L/TT  8E0'9TS €8/°0T +E99T 61 09/°€ ueH 297 ARl ASpIYS @ D uyor  £1-7SZ-¥99
J1AQ uenfuegoysuey  Q0S'E6LS 6.2099 7T0Z/62/0T S8PT'9TS Z¢S'0OT +E99T OT 758°E uizeseg aINAS g salteyd  TO-2SZ-199
31 ASQ uenfuesoysuey  000'TZ8S ¥E€6LE9 TIOTZ/6T/OT 920'9TS ZTL0T ¥€E99T 8 G6S°E snul Ajjwed 21ed - €£0-2SC-799
31 A3Q uenfues oyouey  000°ZSLS 1¢60%9 TT0T/6T/OT [LTE'STS 7696 +E99T 9 Tee'e 21|05 D JOYIBDH )P UIAAYS  §0-CSTV99
|7 A3Q uenf ues oyouey  000'v08S 0v/0€9 TTIOZ/9T/OT S9T'9TS 0L9°TT +E9IT £ 44 Isnu) Bula Ajilwed sIWnD)  $0-2SC-199
3|1 A8Q uenfuegoyduey  00S'008S TS8TT9 TIOZ/CI/OT S6C'91S 980T vE99T  TT 788'c Aeys alueq  $T-2SC-499
|1 ASQ uenrues oyduey  Q0S'vS8S 786£5S CT0T/0T/6  9STLTS  OV9'6T 1E9IT €T 09’ NolI3 W yeles  £T-7SZ-¥99
1 A3Q uenf ues oyouey  Q00'S5Z8S 976/€S TI0T/¥T/6  0S/'9TS T68TT +E99T ¥ 000V Ye| epuediy g ueyleuor  /0-¢SZ-v99
o1 A3Q uenfuesoysuey  000°869% ¥97L€S CT0T/€T/6 869'¢TS  000'T €991 1T oov's We}eM [ NSHWONH  ST-ZSZ-199
df1 A2Q uenfuesoyduey  000'869% 6V87ES CTOT/TI/6  96T'v1S  069°0T +E99T S v18'C ¥olupeg y uesey g rAsjuels  90-75Z-99
51 A2Q uenfuesoyouey  00S'06LS 690TTS <CTOZ/TE/8  6TT'9TS  tW6'sT HE99T T [4X:43 3Ul0dIY) UUY B3 78 310IS  0T-25Z-799
PEITELY Jlid 9|es "ON J0Q 9}eq "9y Xel .no._n_ ZG 107 eal 101 zs Na n_e_m._w_.:so NdV

HV3IA A9 QIZRIVININNS SITVS LINN ONITTIMA YANITVA



d[1A3@ uenrues oyduey  00O'TOT'TS YLy  ¥10T/S/T 66£°6TS EVOCT PEYIT 6T 7s8'e ne7 eaissaf g dijiyd 92-25¢-¥99
[1A3Q uenr ues oyouey  000‘0PC'TS 88LEv  ¥10T/E/C SSY'07S  STY'IT ¥E99T  OF S6S°E uelqeq sawerj 9€-¢SC-¥99
911 A8Q uenruesoyouey 000’665 0TLLE  ¥10T/6T/T T6T'8TS £600T ¥E9IT /LT G6S'E OJULIBIAI Y OMI3EA B M S3|Jey) Z-25¢-v99
d[1A3Q uenruesoyduey  00S°LT8S 8¥95€  ¥107/8Z/1T TL6'STS  O9TL'ET ¥E99T T 00v'E sul|joD uuA7 uspuor g Auteg uyor T1-7ST-v99
2[1A3Q uenrues oyouey Q00'8ET'TS 96t62 vI0C/€Z/T  PIT'0ZS T69'0T VEYIT 8T 000V 8unyp esala] SC-¢SC-v99
2[1A3Q uenf ues oyouey  000‘000°TS LLE6T  ¥TI0T/IT/T SLE'STS 0LZ'OT PE99IT  9¢ [453:43 ouesnie) elpiedu| e}y g 0JeUUID €C-¢SC-199
[1A9Q uenfuesoyduey 0050065 OTLST  vIOT/YT/T 6TT'LTS LVT'TT PE9IT ST 915'E 101d BSSIUEA R unsnf C1-¢SZ-v99
LT'TsTS
9/2°068% 8¢ 62S'E
31AsQ uenfuesoypuey  000'67€’TS  8TTS09 €T0Z/6Z/0T 806'TZS €566 ¥E9IT  TE [A5: 43 ujer edjy g Alley LE-CSTV99
BU3|3S @ MaUNeN SLUBH  000°00T'TS  T8YISS €T0C/S¢/6 vS6'61S  /S8'TT +E99T € oov'e SWeljIp 4L 30A3Y @ S A AqIRYS 80-¢SC-1¥99
o1 A3Q uenf ues oyduey  000'ST6S LSS6TS  ET0Z/v/6 SLT'LTS  99Y'TT vE99T /9 96S°E [2lueq aioe3s 7g g sajeyd 0€-€5¢-v99
21 A3Q uenfuesoyouey  000'vT8S 8€E6TS £T0Z/v/6 Z0S‘TTS vEO'OT ¥E99T 99 v18°C SWEl||iM BJpues 3 y wif TE-ESC-P¥99
31 A3Q uenf uesoyouey  000°0S6S 87SE0S €T0T/97/8  608'vIS 60E0T v¥E9IT  S9 S6S°E Alyun1 966T 41 o uyor Ajyuim CE-EST-199
11 A3Q uenruesoyiuey  000'798S 90vE6y €T02/0C/8  TP8'9TS £98'ST PEYIT  8S 000y UBYEBJWOA EPIAEN 60-95¢-¥99
3[1A9Q uenfues oyouey  000°Z00°TS  TLO6v €TOZ/61/8  009'8TS 799°0T +E€99T 9 000"t 997 noya-8ulN €E-€SC-¥99
d[1A8Q uenfuesoyouey  000°L16S §8808v €TOZ/ET/8  LIS'TTIS O0EC'TT VEIIT €9 00v'E 1snJd] uosialad vE-ESC-¥99
J[1A8Q uenfuesoyduey Q00RTO'TS  97/9Lv €T07/6/8 0St'8TS  CTL'SE ¥E€99T 19 09L'€ 3IAU| I LURIINT R O [9BYDIN ¢1-59¢-¥99
71 ASQ uenf ues oyouey  000'LY6S €ET6SY €T0C/1/8 8YI'8TS 98Y'TT VE9IT /L 09L'€ 13pulT W plreg 90-£S¢-¥98
d1A3Q uenfuesoyouey  000°T9LS GE6BSY €10¢/1€/L  TYO'C1S €88'LT VE9IT 65 FI8'C  uinoqiiyf wnhe g UOSIEA SaWer 0T-SST-¥99
1 AsQ uenfuesolyouey  005°956$ 8/6EEY ETOT/6T/L 68L°LTS TUT'SY ¥EYIT €L 09.°€ HEH SIU3A|9 g Jopuexs|y YZ-€5¢-v99
d[1A8Q uenfuesoyouey 0051985 L96EEY  €T0T/6T/L EV8'9TS  995'8T ¥E99T 9§ 09L'€ a|3og ale(3 g uua|9 S€-CST799
91 A9Q uenfuesoyouey  000°T06S e8vey €T0T/9T/L  YI9'LTS  9€T'8T ¥€99T SS S6S°E oxsad-zuetd 7 Asys Ye-¢ST-v99
d[1A9Q uenruesoyouey 000695 €G/8Tv €T0¢/CT/L  TET'STS TTZ99T vE9IT  ¥S v18'C swinesayy uesr €E-CSC-¥99
21 A8Q uenruesoyouey  00STEGS 786¥6E €T0C/8C/9  vOL'LTS 9L00T ©EI9T SL 7s8'e IsnuL Aljsy 13 pueuy epueqJeyy 80-€9¢-¥99
21 A3Q uenruesoyouey  000'TE6S T87/8€ €T0T/9¢/9  969°LT$ 90TOT ¥EIST 9L [A:K3 l[B-|V JEWWY JIsEA L0-€SCV99
J[1A3@ uenfuesoyduey 0059665 VOE08E €T0Z/vT/9  T8T'LIS 89S¥VT ¥E99T L 09L'€ 1snuL Ajiwey ueysnen 60-€SC-¥99
21 A3Q uenf ues oyouey  000°066S 66709¢ €£TOZ/€T/9 S99'8TS 8BE'ST VE9IT W 09L°€ 193.9 euej3 g Avuyar SC-€9C 199
d[1A3Q uenfuesoysuey  000°978S ¥80L¥E €10Z/L/9 L9€'9TS €SE'EC ¥E€99T 89 915°E umoug J Apojai 3 3 puowAey 6¢-€5C-1¥99
|1 ASQ uenf uesoyduey 0050985 6L6TvE £T02/S/9 TL8'9TS L6EYT ¥E99T 0L 758'c  aque|d el zn7 g puowp3 83319 LC-EST-¥99
31 A3Q uenf ues oyouey  Q05'LP8S 7EEBZE €T0C/0€/S  699'9TS  ¢SE'6 ¥E9IT v 9TS'€  Supue] y1aqezi|3 13 Wel||IM SBIeYD 6T-CST-1¥99
PEITELN adlld 9jeg "ON 203 ?1eq 9y xe] 'doid 2§ 107 neil 107 zs Nad Q__.—mhw:sso NdVY

dV3IA A9 AIZIIVINWANS STTVS LINN DNITTIMA YANITVA



{In4 u1 xe] |e1ads piedasd - VYN €5 101)
pIos |elolL 69

06°LZ5S
£80°952°TS 9 1£8°€
Isni Ajwed Jagieg  000'00¥'TS  €SETOZ  910Z/S/S S/27'6TS 80705 €991 /S 000y U ¥dMIed  TO-HSZ-99
SaldeA S|  000'00E'TS  TLVIVT 910Z/1/v 966'6TS TSL'6T PE9IT  8Y 758'e oppaJyjs 3 Awy g W Auoyiuy  £2-25Z-799
731j0H B L Ano piojuels  Q00'00T'TS  £T1/S09 STOZ/SZ/TT  995°8TS  £9T'vv HE99T 29 09L'¢ JoAey Awwel Al GE-ESZ-¥99
1219Q JaWOIMBN  Q0S'€SC'TS  PveIvS STOZ/ST/OT  #8Z'9TS  80€0T +E99T  0OC 758's 3snil Ajlweq J9|ssdy  9T-7SC-¥99
eiewe] 7 3 se|3nog Apauuay  000'SSZT'TS  6£606V STOZ/vT/6  T6TLIS TIZ'ST VE99T  6F 09.°'€ ueSeue|j uelg  8Z-7SC-¥99
QualieQ y UAQOY UBINf  000'8ZZ'TS  ST/80F ST0T/9/8 ¥I0'6TS 899'0T +E99T  Sb 09L's s§8eyg aluuo) g H AR 0Z-ZST-199
£1°L61S
£85°780°TS r4 £Y9°E
BIAY %2 3 YL@ Aulydly  000°L00TS  TY8YTS ¥I0Z/T/ZT  SSL4TS  80V'ST +E99T 69 oot's solleg o einel g yusuusg  8Z-€£S2-799
ISNILSSON)  000'VTIT'TS  S8TS8Y VIOZ/OT/TT  9/8°'8TS  €ST'ZT ¥E99T 09 00t's uewyoH g pied  TT-GSZ-+99
113) 73 UBLIG BQWODIOH  00000T’TS  £ZISOE +I0T/0S/L  #Z0'6TS  90€'ZT +E99T 08 S65'E uiplesio euea  €0-£SZ-¥99
Ined 2104 Q00‘0ST'TS  9S0TTZ ¥IOZ/0E/S  896°6TS  LS8'TT €991 TL 915" Adeij unsnf  9Z-€52-¥99
J[1A9Q UBN[UBS OYIURY 000'60V'TS  TE9ETT +I0Z/9T/E  TTS'TTS TGE'ET +E99T  CE 000 WSUM JL Allwey mByneiN  8E-ZST-799
PEII LY 9lld dles "ON J0Q 9le( "J9y Xejl .a_o._n_ Z2$ 101 er} pleg] z2s Na Q_e_mhwcgo NdVY

YV3A A9 QIZIHIVININANS STTVS LINN DNITIIMA YANITVA



o1 A3Q uenruesoyduey 000°09T'TS  298/SE  STOTZ/6/L 8€0'6S SP8OT +¥E99T €6  6CZEW 1snJ) Ajlwed nauuag  91-552-799
J1A3Q uenruesoyauey  000°6S0°TS  06/ESC  STOZ/ST/S  89S°€TS  T66'ET PE99T 66  TL0V Ipa9a S J1aser  gz-SSZ-v99
J1A3Q uenfues oyduey QQ0'0SE‘TS  ¥86CSC  STOZ/ST/S  6ST'STS  #80°2T HE99T 78 €797 010§ d BYSY )3 OLBN  T0-SSZ-799
J71A3Q uenfues oyduey Q00'€9T'TS  vL88FC STOZ/ET/S  89S'€ETS TBE'ST HE99T 96  TZ0Y uipjens euer g d 8319  6T-$57-799
dASQuenruesoyduey QOS‘TZZ'TS  8vevbZ STOZ/ZT/S  9ET'PTS  990°bT HE€99T L6 LOS'Y an018s0) Ajjod g pined  0Z-557-799
31 ASQ uenfuesoyduey POS'8SO'TS  T6L0¥C  STOZ/8/S Ovv'€TS +SO'ST ¥E€99T 00T €20'v 1SNJ] D dIUBIMET BUOIRD  £T-SST-799
9|1 A3Q uenfuesoysuey 000'90T‘TS  S9LTHC  ST0Z/8/S 89S'€TS 60EVT €991 86  TL0V uosJapuy jpueid ' 1107 T¢-SSZ-¥99
J1ASQ uenrueS oyduey  000°S/Z'TS  ve8CTC  STOZ/LZ/v  TI8V'ETS  POS'TT vE99T €8 +I0¥ J3)8ans Adeul )3 g unsnf Z0-SSZ-¥99
31 A9Q uenfuesoyduey Q00S'9EC'TS  LLTTOZ STOZ/TT/v Ovb'Els €9¢°0T +E99T S8 120V ISNJ] USAINBA J2UURYG  ¥0-SST-799
J11ASQ uenfues oyduey  00S'9ZETS  60ZOST  STOZ/ET/E  966'STS  9ST'TT #E99T PIT  6CZEV Isnuy Ajlwe ieyr  £Z-vSz-v99
1 ASQ ueNfues oyauey Q0S'L6ETS  89/0ZT ST0Z/6/€ 999/1S £S9'TT ¥€99T €IT IW6'v WOJIS UIASY  Z2-17S7-799
1 ASQ UeNn[ueS OYdueY (00S‘8EZ'TS  E£8T8IT ST0Z/9/€ LTS'STS TEEOT #E99T ZIT +IOV Jamo4 sluusg  TZ-vS7-v99
o1 A3Q uenfuesoyduey Q00'08T'TS  E€E/8TT ST0Z/9/¢ 66C'STS LTIZ'TT HvE€99T TIT €20V 72134 Q opJessn 0Z-vSZ-99
J1A8Q uen[ uesoysuey Q00'S6¥'TS  LSEBOT  ST0C/Z/€ GEE'BTS  9¥SOT €991 OTT  ZEE'S UOWIS S BPUOA 18 | N0 6T-vSZ-199
3|1 A8Q uenf ues oysuey  000'6£C'TS 1/566 ST0T/S¢/Cc 9S9'LTS  TLP'OT PEYST 60T e’y HIUIA N U3|[3 R ¥ SINT  8T-¥ST-799
37 ASQ uenf ues oyduey  Q0S'96£'TS 96646 ST0T/¥e/t  SEE'QTS  COPOT +E99T 80T  89€‘S 3sni) Ajjwieq ualy  /T-4S2-¥99
|1 A9 uenfuesoyduey 000'6LZ°TS G166 ST0T/0C/T  TSS'STS  TBY'ST #€99T [LOT  T/L0Y SOJUES OMINSIf  9T-¥SZ-+99
9|71 A3Q uenf ues oysuey  go0r90’TS 184S S102/9/¢ £6S°9TS 8T69T #E€99T +0OT  9TTI'v UBJOH | Saduely g dOMeN  E€T-#S2-¥99
|1 ASQ uenf ueg oyauey  Q0S'8YOTS 05/95 S10Z/S/t G6S'STS  S¥9'ZT +E99T 90T  69/°€ Zop|eA @ 91|esoy 1 Waqoy  ST-¥5Z-799
|1 A3Q uenfuesoysuey Q00'TED'TS 0€/9% S102/6C/T  TVL'91S CTF'ST +E99T SOT TSIV 297 vAjwel 9 PT-¥ST-¥99
|71 A3Q uenfuesoyduey QOS'TET'TS 7090v STOZ/LT/T TPL'9TS  LTI0'ST bE99T €0T  ZSTY elIEAR| Zeeuyag '@ PRYSABN  ZT-¥SZ-799
d[1ASQ uenf ues oyduey  000‘9S0°TS 8Sb9€  STOT/ET/T  €0T'LTS 95002 ©E99T TOT 668V suljjoD 3|jaY2IN g ueyreuor TT-¥SZ-¥99
3|7 A9Q uenruesoyduey 00S'STT'TS €€72€  STOT/IT/T  G6S'STS  STZVPC $E€99T TOT  69L°S ausaun 8el1s O1-vSZ-799
1425
0ST'€TT'TS 0T  90S'V
J1A2Q uenfuesoyduey Q00°COETS  vL6SPY YIOZ/TE/OT  6ST1°CZS 986°0T +E99T +E  67EW Anauoder 103§ Op-zSC-v99
J1A9Q ueNfUBS OYIURY 000'89Y'TS  VETSCE +VI0Z/CT/8  TE9'veS €56'CT HE99T €€ €¢S'S aJol4 |ned 6E-7SZ-¥99
91 ASQ uenfuesoysuey 000'6SE'TS  TTTSTE  +¥10T/9/8 £95°€7S  9/E£0T vE99T  GE €6V suIqQga1S UNISN[ '3 BUUBOl Ti-ZSZ-199
51 A9Q uenfuesoyouey Q00'LITTS  LL0CTE +10T/v/8 €16'6TS 80LCT ¥E€99T 9¢ 060V 1snu] SuIA yTOZ M eI Asd  S0-vSZ-799
o7 A9Q uenfuesoyduey Q00OPT'TS  8CLL0E VIOZ/IE/L  LSPOZS €OT'ET #E€99T €  6CEd soJjog ] uesns 3 H 4 JoWeS 90-vSZ-v99
d[1AsQ uenfuesoyouey Q00/TT'TS  #98T0€ v10Z/67/f  8/6'6TS 90S'€T +E99T T 060% sia8oy TAI3YySs 3 D AL £0-¥ST-v99
d1ASQ uenfues oyduey  0O0'SYZTS SPTO0E  VI0Z/8T/L  S9E°7ZS  T60YL +vE99T 65 CH6D weyd uey og suoni]  z0-tSZ-¥99
d1A2Q uenfues oyduey Q00'9TZ'TS  £82667 PI0Z/8Z/L  €ST'TZS €89'0T +E99T 8E  66EY weyd 8ued £0-¥ST-¥99
57 ASQ uen[ ueS oyouey Q0S'SST'TS  SE8T6C  ¥I0T/TT/L  9388°8TS  8SEZZ +vE€99T OF 060y  neuueyds D Asepy 3 q 9duainel 60-#SC-799
91 A3Q uenfuesoysuey 000'60T'TS  v¥9¥ST  ¥T0T/LT/9  vLT'TZS  €C2L'PT ¥E€99T Ty 6CE'v Ap18ojoay] 1ouer 13 sawer qoder 80-vS7-¥99
19||°S Nl4d v)jesg "ON 20Q aleq "9y XeJ .no._n_ Z§ 107 »el] plon] Z2S NAa Q_r_m._w_..:so NdVY

dV3A A8 QIZIVIVINIAINS STTVS LINN ONITIIMA JOaWViIIN



v2'682$

£EE'EST'TS 8T  ££€'v

o1 A3@ uenfuesoyduey Q00'€TZ'TS  SCISCT  910Z/61/S GESS  /S/Z'IT ¥E€99T OPT  9St'v winy 7 uAayiey g ) uoley  9T-£5Z-499
o1 AsqQ uenfuegoyouey  Q00‘TZTTS  0S622C 9T0Z/8T/S G€SS  T60TT +E99T 6ET  6ZEY uosian| Aespuky g uoley /T-€SZ-¥99
5|1A8Q uenfuesoyduey QO0STST'TS  T967CC 910Z/81/S GESS €SPT  ¥E99T  LZT  69L°CE ouideys N [9eYININ  9€-S5Z-799
J1A3Q uenruesoyduey 000'TST'TS  68802C 9T0Z/LT/S G€SS  ¥8T'ZT E99T GET  6LEY J0JUOIN UOSe[ TZ-£57-799
31 ASQ uenfueg OYduey  Q00v60°TS  669TTC  9TOZ/TT/S §€SS  OTZ'ZT v¥E99T BET  TZ0% eynfag veas 8T-£5Z-+99
J1ARQ uenfuesoyduey  Q0SZLZTS  616/0C 910Z/0T/S G£6S  6IEZT ¥E99T OEST  TL0% B1213gag ¥ U3 g [AIUBQ 6E-G5C-199
51 ASQ uenruesoyouey Q0S‘9LETS  STO80C 9T0Z/0T/S G€SS CC6'TT YE99T 67T vV 3snuL Suinr Ajlweq J9j19y  8€-SS7-799
91 A3Q uenfuesoyauey Q0Q'OYT'TS  €ITEO0C 910Z/9/S S€SS  TSE'ST PE99T LT €70'% B||2UBIUOH SUUBMY R UIPYUD 6T-E5Z-V99
J1A9Q uenruesoyduey  Q00vLT'TS  80VO6T 9T0Z/6Z/¥ S€5$ 6T2°CT VE99T +HET  69L°E d12gAy v epuil g pineq  Zz-€SZ-499
J1A3Q uenfuesoysuey Q0STOZTS  697S8T  9T0Z//T/v GESS 6/T'CT 1E99T E€€T  €20v UOoSJaPUY M duuea] £7-£57-99
J1A3Q UBN[ UBS OYdURY  Q00‘€LZ'TS  0€9S/ZT  9T0Z/1Z/v GESS  OL8TT ©E€99T TET  TL0V 1yeysie|moq uessnos Qt-55Z-v99
e|28uy 19 A SEPIDIN UOSISpUY  000'S8Y'TS  S96ELT  9T0Z/0Z/r  8EP'STS 89/°0T HE99T ¥8  v86'v 866T 1SN Ajlwed 213D €0-S5Z-799
J71ASQ uenruesoyduey Q00'80F'TS  8/9¥9T 9TOZ/ST/v q€ss £19°0T ¥E€99T S8IT ¥86'v Jaudepn | unsuy R v plemp3  £Z-G52-799
o1 A9 uen[ues oyduey  QOO‘0ST'TS  90€8ST  9TOZ/ET/v 39 79/4'9T 1€99T 8CT  691°¢ uosnugen pineq  /£-552-¥99
Jueoq weqg Q00°00C'TS 70428 910T7/6T/T  TOVOTS  EWL'TT bE99T  LE  ISTY UOS|IM IN UMeQ 3 T {9BYIIIN  #0-¥ST-799

9171 A3Q uenf ues oyauey  QOOLIY'TS v0/Lv  9TOT/E/T GESS €€9°0T VE99T 61T  Zv6'v 1qWO|0D V JURDUIA  8Z-SST-799
d|1A9Q uenf uesoyduey Q00€LZ'TS 8750  910Z/TT/T GeSS 0SV'IT 1E€99T STT  6CEY ediunz o elAe|n 3 H MOYNBIN  ¥2-552-799
3f7 A3Q uenf uegoyouey  QOOvYE'TS 90T  9T0C/¥/1 139 6S.°0T 1E99T 07T +86'% Ye|Inpqy sUeH 6¢-SSZ-799

88'£87S
885'TST'TS vEe  60v'V
I ASQ Uenfues oyduey  00S'ZS9'TS TO0099 STOZ/TE/CT  SESS 8ZS'OT +E99T 9IT  ¥86W yazweH jpyYdey g Y Il §Z-557-799
J1AsQ uenruesoyduey  Q0S'€9E‘TS  8SZSYS  STOT/ET/ZT SESS 9/2'0T HE99T  LIT  Zwe'd JJaN eJpues B pJeyaly 9¢-957-799
o1 ASQ uenfues oyduey  QO0'P8T‘TS  89£9¢h STOT/TC/8  8E0'6S  00T'9T PEYIT  S6  6CEY [IPY2UIN g euy g ueydals 8T-557-¥99
J1ASQ uenruesoyouey QOS'STETS  SO0VZy STOZ/ET/8 €08°8S  €95°CT +E99T 88  T/0b ueSoH 39YN[ ' Peyd /0-95¢-¥99
J1A2Q uenfuesoysuey Q00CEP'TS  O6T/Z6E STOZ/0E/L 08865  TTETI €991 [8  8V6'Y spjouAaJon 7 eueq g uellg  90-55Z-%99
J1ASQ uenfues oyduey Q00‘T6V'TS  OST96E  STOT/0E/L  068°6S  S66°0T VE9ST 98  SLLY lulyouerguedy §0-952-99
d1AdQ uenfuesoyduey Q00°ZTSTS  €62T8E  STOZ/TZ/L  0S88'6S  T6I'EZ VE9IT 06  CEE'S uosyder g Auenug €T-957-¥99
d1ASQ uenfuesoyduey (000'€ZSTS  S8S6/E  STOZ/TT/L  0S88°6S  £L0L'0T +E99T 68  The'v 1snif Ajlweg yues4 80-$SZ-¥99
d[TASQ uenfuesoyduey  Q0S/PT'TS €T09/E  STOT/0T/.  8E0°6S  00Z'9T +E99T 26 6CE'D uoJawe) ualsuy g duenqg ST-95¢-¥99
d[1Aaqg uenfruesoyduey  Q0S'TST'TS  07S89E€  STOT/ST/L €08°8S  182°9T +E99T 16 TZ0M Isnij Ajlweg uojid  ¥T-5SZ-¥99
J1A3Q uenfues oyduey  Q0SOST'TS  8/ET9€ STOZ/OT/L  €08'8S  6/£9T +E99T 6  T/0'V XoUpa N duelg 13 O sawer  /T-55Z-¥99
PETIELY 2Jlid 9[eS "ON J20Q oleq 29y xej .QO..n_ 28107 »el] 109 ZS NAa n_£m._wr=50 NdVY

HV3IA A9 QIZIVYVYINIAINS SITVS LINN ONITIIMA dOaviliN



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:

@) 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:

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

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

e General Services Administration

e U.S. Maritime Administration

e Small Business Administration

e Government National Mortgage Association (GNMA)

e U.S. Department of Housing & Urban Development (PHA’s)
o Federal Housing Administration

e 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:

e 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)

e Obligations of the Resolution Funding Corporation (REFCORP)

e 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.

() 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.

(9) 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:

@ (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

© 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.

Q) 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:

(D) 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.

() 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:
@) the excess of

Q) 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

(i) 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:

@) 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, (€) 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:

@) 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:

@) 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.

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

@) 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:

@) 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 instaliment 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;

() 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;

(9) 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 XII1C 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:

@) 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

()] 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.

(@) 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.

() 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:

(D) 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

© 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;

(@) 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;

@) 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.

()] 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:

@ “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.

(9) 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.

(M 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.

@) 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:

@) 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:
(2) 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
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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.

(@) 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:”

@) 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:

@) 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:

@) 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 natification, 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:

@) 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 15¢2-12(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 15¢2-12(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.

(¢) 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. 1f 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. FEach Annual Report shall also include the following
information, to the extent not included in the audited final statements of the Community Facilities
District:

@) 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.

(i)  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)  Anupdate 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.



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

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

Community Facilities District No. 2005-1 of the Capistrano Unified

Name of Bond Issue:
" School District (Whispering Hills) Series 2016 Special Tax Bonds

Date of Issuance: ,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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