RECORDING REQUESTED BY AND
WHEN RECORDED MAIL TO:

Capistrano Unified School District
33122 Valle Road

San Juan Capistrano, CA 92675
Attn: Deputy Superintendent,
Business Support Services

Space Above This Line For Recorder’s Use Only

FIRST AMENDED IMPACT MITIGATION AGREEMENT RELATED TO
THE WHISPERING HILLS PROJECT AND
COMMUNITY FACILITIES DISTRICT NO. 2005-1

THIS FIRST AMENDED IMPACT MITIGATION AGREEMENT RELATED TO THE
WHISPERING HILLS PROJECT AND COMMUNITY FACILITIES DISTRICT NO. 2005-1
(“F/A Agreement”), dated this day of 2011, is by and between
CAPISTRANO UNIFIED SCHOOL DISTRICT of Orange County, California (“School
District”), a school district organized and existing under the laws of the State of California
(“State”), COMMUNITY FACILITIES DISTRICT NO. 2005-1 OF CAPISTRANO UNIFIED
SCHOOL DISTRICT (Whispering Hills), a community facilities district formed under the laws
of the State (“CFD No. 2005-1”), WHISPERING HILLS, LLC, a Delaware limited liability
company (“Prior Owner” or “WHLLC”) and RANCHO SAN JUAN DEVELOPMENT LLC.
(“Landowner”), a Delaware limited liability company, individually a “Party” and in some
instances referred to herein as the “Parties.”

RECITALS

A. Landowner is the current owner of the property described in Exhibit “A” hereto
(“Property”). The Property was conveyed to Landowner by Prior Owner, by grant deed recorded
on April 6, 2009, as Instrument No. 09-000163909 in the Official Records of Orange County,
California (“Official Records”).

B. School District and the Prior Owner, previously entered into the Reimbursement
Agreement, dated January 23, 2002, and the Impact Mitigation Agreement Related to Proposed
Community Facilities District No. 2005-1, dated July 1, 2005 (collectively, “Prior Mitigation
Agreements”), which have been assigned to and assumed by Landowner.

C. Prior Owner and School District also entered into that certain Purchase and Sale
Agreement and Escrow Instructions, dated April 28, 2003 (“Purchase Agreement”).

D. Pursuant to the Purchase Agreement and as partial payment of the purchase price
for property acquired by School District under the Purchase Agreement, School District executed
and delivered to Prior Owner a non-interest bearing promissory note dated April 28, 2003, in the

2/1/11 9130.2
#93875 v2 BAWG/158193.2 (5/6/11)



principal amount of $6,000,000 (“WHCFD Note”). The provisions below which address
WHLLC and the WHCFD Note necessitate WHLLC being added as a Party to this F/A
Agreement.

E. The Parties have entered into this F/A Agreement, subject to completion of the
S/T Revision Proceedings (defined below), to (i) supersede the Prior Mitigation Agreements,
(ii) terminate the WHCFD Note, upon this F/A Agreement becoming effective, and (iii) create a
special obligation of CFD No. 2005-1, and not of School District, to make those “Incremental
Payments” provided for herein from the proceeds of “Special Taxes” and “Bonds” of
CFD No. 2005-1, but only to the extent provided for in this F/A Agreement. Prior Owner
previously entered into the Joint Community Facilities Agreement dated July 1, 2005 (“JCFA”),
which Landowner desires to amend. Toward such end, School District, CFD No. 2005-1, Prior
Owner, and Landowner shall execute this F/A Agreement, concurrent with the execution hereof
by the City of the First Amended and Restated Joint Community Facilities Agreement among
Capistrano Unified School District, Community Facilities District No. 2005-1 of Capistrano
Unified District (Whispering Hills), City of San Juan Capistrano, Rancho San Juan Development
LLC, and Whispering Hills, LLC (“F/A JCFA™).

F. Concurrent with execution of this F/A Agreement, the Parties, exclusive of
CFD No. 2005-1, have entered into a “Settlement Agreement” in order to resolve certain issues
relating to the Purchase Agreement and relating to performance of this F/A Agreement, including
issuance of the Bonds as provided in this F/A Agreement. The Settlement Agreement, this F/A
Agreement and the F/A JCFA each are contingent on the concurrent execution and performance
of the other such respective agreements by all parties.

G School District, at the request of Prior Owner, formed CFD No. 2005-1, which
has authorized such Special Taxes and Bonds therefor, as provided for in the Prior Agreements,
the current boundaries of which, including Annexation No.1 thereto, are depicted on
Exhibit “B” and by reason thereof, CFD No. 2005-1 is hereby added as a Party to this F/A
Agreement.

H. Landowner currently proposes to develop 155 Dwelling Units on a portion of the
Property, but of a different size and assumed “Base Sales Price” than that proposed by Prior
Owner at the time of the formation of CFD No. 2005-1.

I Landowner requested that CFD No. 2005-1 commence proceedings to consider
reducing the Special Taxes of CFD No.2005-1 (“S/T Revision Proceedings”) since the
anticipated Base Sales Price of the presently proposed Dwelling Units to be constructed within
the Property are anticipated to be less than assumed at the time of formation of CFD No. 2005-1,
as set forth on the proposed “First Amended RMA” for CFD No. 2005-1 attached hereto as
Exhibit “C.”

J. School District and Landowner agree that the development of the Property will
generate additional students in grades kindergarten through twelfth (“Project Students™).

K. CFD No. 2005-1 and Landowner are entering into this F/A Agreement in order
that CFD No. 2005-1 shall levy Special Taxes and take all action necessary to offer for sale, sell,
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and upon such sale, issue Bonds of CFD No. 2005-1, from time to time, on the basis of the S/T
Revision Proceedings, the School District’s “Goals and Policies” (defined below), sound
municipal financing practices and this F/A Agreement

L. School District, CFD No. 2005-1, WHLLC, and Landowner agree that it is in
their mutual best interest to enter into this F/A Agreement for the purpose of funding School
Facilities necessary to serve the Project Students.

M. Landowner’s and School District’s participation, cooperation, and performance of
this F/A Agreement is intended to constitute complete mitigation of the impact upon the School
District of the development of the Property in lieu of any fees, charges, dedications or other
requirements which the School District might have imposed upon Landowner for School
Facilities pursuant to Education Code Section 17620 or Government Code Sections 65970 et seq.
and 65995 et seq., or as may be authorized by any other existing or future legislation, ordinance,
resolution or court decision. Notwithstanding anything herein to the contrary, it is not the intent
of the School District or Landowner to limit the School District’s ability or right to levy any
future authorized, voter-approved ad valorem taxes, special taxes, or voter-approved, parcel
taxes the proceeds of which are used for modernization, expansion or additions to existing
School Facilities or additional property relating to an existing school site. Voter-approved parcel
taxes, or similar levies applicable throughout the School District, may be authorized as to the
Property which relate to operating costs, modernization, technology or upgrades of school
facilities.

AGREEMENT

Section 1.0 Recitals.

The foregoing Recitals are true and correct. School District and Landowner each adopt,
affirm, and ratify each and all of the facts recited in the foregoing Paragraphs A through N,
inclusive. Each of said recitals shall form a material and integral part of the terms of this
F/A Agreement, and are incorporated as if here set forth in full.

Section 2.0  Definitions. The capitalized terms used in this F/A Agreement that are
not otherwise defined elsewhere in the F/A Agreement shall have the meaning set forth below.

“Act” means the Mello-Roos Community Facilities Act of 1982, Government Code
Section 53311 et seq., as amended from time to time.

“Assessor’s Parcel” means a lot or parcel of land designated on 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 shall have the meaning ascribed to it in the First Amended
RMA.
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“Bonds” means any obligation to repay a sum of money, including, without limitation,
obligations in the form of bonds, notes, certificates of participation, contractual obligations or
any refunding thereof incurred by CFD No. 2005-1 for School Facilities and the City Facilities
and repayable out of Special Taxes of CFD No. 2005-1.

“Certificate of Compliance” means (i) a certificate issued by the School District
pursuant to Education Code Section 17620(b) acknowledging that the recipient thereof has
complied with all requirements of the School District for the payment of statutory school
fees/alternative school facility fees/mitigation payments, and (ii) a certificate issued by the
School District acknowledging that adequate provisions have been made for school facilities.

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

“City” means the City of San Juan Capistrano, California.

“City Facilities” means the facilities to be funded from the proceeds of CFD No. 2005-1
Special Taxes and Bonds that provide a credit against City fees, in each case incidental to the
development of the Property, which facilities will be owned and operated by the City, as further
described in the F/A JCFA.

“City Facilities Account” means an account established by the Indenture as described in
Section 8.2(e)(iv).

“County” means the County of Orange, California.
“Custom Lots” shall have the meaning ascribed to it in the First Amended RMA.
“Developed Property” shall have the meaning ascribed to it in the First Amended RMA.

“Dwelling Unit” means each residential dwelling unit which comprises an independent
facility capable of conveyance separate from adjacent residential dwelling units.

“FIA JCFA” means the First Amended Joint Community Facilities Agreement, as
approved and executed by School District, CFD No. 2005-1, the City, Prior Owner, and
Landowner.

“First Amended RMA” means the proposed First Amended Rate and Method of
Apportionment of CFD No. 2005-1 attached hereto as Exhibit “C.”

“Goals and Policies” means the Capistrano Unified School District Statement of Local
Goals and Policies concerning the use of the Mello-Roos Community Facilities Act of 1982, as
amended, adopted August 1993, as revised through May 2008, and attached hereto as
Exhibit “F.”

“Incremental Payment Obligation” is defined in Section 8.5 below.
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“Incremental Payments” means payments from proceeds of Special Taxes and Bonds of
CFD No. 2005-1 to Landowner in satisfaction of the Incremental Payment Obligation.

“Incremental Payment Subaccount” means a subaccount of the School Facilities
Account.

“Indenture” means the indenture of trust, fiscal agent agreement or similar document
approved by CFD No. 2005-1 with respect to the Bonds.

“JCFA” means the Joint Community Facilities Agreement, dated as of July 1, 2005,
among the City, the School District and the Prior Owner relating to CFD No. 2005-1.

“Payment Date” is defined in Section 8.5 below.
“Project Subaccount” means a subaccount of the School Facilities Account.

“Priority Administrative Expense Requirement” shall mean the initial amount of
$50,000, as escalated by 2% per year each July 1 commencing on the July 1 following the
issuance of the first series of Bonds.

“Property” means the real property described in Exhibit “A” attached hereto.

“School Facilities” means the school facilities of the type described in Exhibit “E”
hereto.

“School Facilities Account” means an account established by the Indenture as described
in Section 8.2(e)(iv) herein.

“Special Fund” is defined in Section 8.1(a) below.

“Special Taxes” means any of the special taxes, as amended, authorized to be levied on
the Property pursuant to the Act and the First Amended RMA.

“SIT Revision Proceedings” means proceeding by School District to consider reducing
the Special Taxes of CFD No.2005-1 as provided in the First Amended RMA for
CFD No. 2005-1 and attached hereto as Exhibit “C.”

“Undeveloped Property” shall have the meaning ascribed to it in the First Amended
RMA.

“Underwriter” shall mean the underwriter selected by CFD No. 2005-1, following
consultation with the School District and Landowner, for each series of Bonds, which
underwriter shall have been among the top three underwriters, by initial principal amount sold, of
land-secured, tax-exempt assessment district and community facilities district bonds in the State
of California during the previous three-year period as determined by CFD No. 2005-1.
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Section 3.0 Purpose and Covenants.

3.1  Satisfaction of School Facilities Obligation. The purposes of this F/A
Agreement include establishing a method of funding the School Facilities needed to house
Project Students, the Incremental Payment Obligation and the City Facilities to the extent herein
provided. By entering into this F/A Agreement, complying and performing its terms, Landowner
shall be deemed to have fulfilled and mitigated its entire obligation to assist in funding School
Facilities to serve the Project Students to satisfy any obligations of Landowner to School District
which would otherwise be imposed and assessed to Landowner with respect to the Property
pursuant to Education Code Section 17620 and/or Government Code Section 65970 et seq., and
Section 65995 et seq., or as may be authorized by any other existing or future legislation,
ordinance, resolution or court decision. As a result, so long as Landowner is not in breach of this
F/A Agreement, School District hereby covenants that it will not under any circumstances at any
time:

@) Exercise any power or authority (under Section 17620 of the California
Education Code or any other provision of applicable law) to levy a fee, charge, dedication, or
other form of requirement against any Dwelling Unit or any development undertaken within the
boundaries of the Property for the purpose of funding or financing any school facilities,
provided that, notwithstanding anything herein to the contrary, nothing contained in this F/A
Agreement shall limit the School District’s ability or right to levy any future authorized, voter-
approved ad valorem taxes or voter-approved parcel taxes the proceeds of which are used for
modernization, expansion, or additions to existing school facilities or additional property
relating to an existing school site. Such proceeds shall not be used for new school facilities for
Project Students. Voter-approved parcel taxes or similar levies may be authorized as to the
Property which relate to operating costs, modernization, technology or upgrades of K-12 School
Facilities;

(b) require the City, County, or any other governmental entity to exercise, or
cooperate with the City or any other governmental entity in the exercise of the power under
Title 7, Division 1, Chapter 4.7 of the California Government Code (commencing with
Section 65970) or any other provision of applicable law, to require the dedication of land, the
payment of fees in lieu thereof, or both for classroom or related facilities for school facilities as a
condition to the approval of a Dwelling Unit or any development undertaken within the
boundaries of the Property;

(c) oppose development (including but not limited to commercial, industrial or
residential development) within the Property on the basis of inadequate school facilities or seek
other forms of mitigation with respect to the adequacy of school facilities including, but not
limited to, the establishment of developer fees, the payment of money by Landowner, the
dedication of land, or the application of an assessment or requirement of any nature against
Landowner or any property including commercial, industrial and residential property, currently
owned by Landowner within the Property permitted by present or future State law, rulings,
regulations and court decisions if the proceeds of such assessment or requirement will be used to
finance or fund any school facilities.
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(d) The foregoing provisions of this Section 3.1 shall terminate upon issuance of
the initial building permit for the last of the 155 Dwelling Units on the Property.

3.2 School District Acknowledgement. School District acknowledges that
performance of the terms of this F/A Agreement will make adequate provision for school
facilities needed to house the Project Students. School District authorizes the Deputy
Superintendent, Business and Support Services, or designee, to execute letters or other written
materials as requested by Landowner (subject to reasonable School District approval), describing
this F/A Agreement and stating that performance of this F/A Agreement will make adequate
provision for school facilities for the Project Students from the herein described development of
the Property.

3.3 F/A Agreement Unaffected By Changes in Law. School District,
CFD No. 2005-1, WHLLC, and Landowner agree that each Party has negotiated in good faith to
reach accord on this F/A Agreement, and as such, the F/A Agreement is a legally binding
contract among the Parties, enforceable in accordance with its terms.  Landowner,
CFD No. 2005-1, Prior Owner and School District agree that to the maximum extent permitted
by law; this F/A Agreement shall not be affected, modified, or annulled by any subsequent
change in local, state or federal law.

3.4  Termination of Prior Mitigation Agreements and Effectiveness of F/A
Agreement. The Prior Mitigation Agreements shall be terminated and this F/A Agreement shall
become effective upon completion of the S/T Revision Proceedings (“Effective Date”).
Completion of the S/T Revision Proceedings shall be deemed to have occurred only upon the
occurrence of all of the following: (i) completion of the S/T Revision Proceedings of the Board
of Trustees of the School District, including the authorization for the levy and collection by
CFD No. 2005-1 of the Special Taxes in accordance with the First Amended RMA which shall
be conditioned on the subsequent termination of the WHCFD Note as provided in Section 8.5
below; (ii) the approval by the qualified electors of CFD No. 2005-1 of the levy of the Special
Taxes as provided for in the First Amended RMA, (iii) the expiration of the limitation periods
provided in Section 53359 of the Government Code, with no litigation pending in regard thereto;
(iv) Landowner’s execution and delivery of all documents legally required by School District for
completion of the S/T Revision Proceedings; and (v) cancellation and return of the WHCFD
Note as provided in Section 8.5 below.

Section 4.0 State Funds.

4.1 Pursuit of State Funds. School District reserves the right, but not the
obligation, to pursue legally available State funding in connection with the School Facilities.

4.2  Application of State Funds. School District may apply State funding
received by it to the acquisition and/or the construction of any School District improvements
permitted by law. Neither the receipt nor the application of any State funding by School District
shall alter in any way, or exonerate, Landowner’s obligations under this F/A Agreement, in
whole or in part.
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Section 5.0 Certificates of Compliance.

51 Issuance of Certificates of Compliance. At Landowner’s request, the
School District shall issue Certificates of Compliance for each of the 155 Dwelling Units to be
constructed within the Property.

Section 6. Statutory School Fees.

6.1  Commercial/Industrial and Senior Dwelling Unit Development. Any
”Commercial/Industrial” or “Senior Dwelling Unit” development within the Property is, and
shall be, subject to the Special Taxes of CFD No. 2005-1, as provided in the First Amended
RMA and shall not pay the then applicable statutory fees per square foot pursuant to applicable
law. Senior Dwelling Unit development shall comply with Government Code Section 65995.1.

Section 7.0 Funds Advance by WHLLC, by Landowner, and Reimbursement of
CFED No. 2005-1 Costs.

7.1  WHLLC, subject to reimbursement from proceeds of Bonds of
CFD No. 2005-1, deposited with School District the sum of $100,000 pursuant to the Prior
Mitigation Agreements, which agreements have been assigned by WHLLC to Landowner.
CFD No. 2005-1 has incurred and will continue to incur costs in regard to the S/T Revision
Proceedings and this F/A Agreement (“CFD No. 2005-1 S/T Revision Costs”). As a result, CFD
No. 2005-1 shall be reimbursed such actual CFD No.2005-1 S/T Revision Costs, up to
$150,000, from the proceeds of Bonds, as provided in Section 8.2 (e)(ii)(B) below.

Section 8.0 Community Facilities District No. 2005-1.

8.1 Use of Special Tax Proceeds.

@) Prior to the issuance of the First Series of Bonds (described below),
CFD No. 2005-1 shall levy Special Taxes on all Assessor’s Parcels classified as Developed
Property at 100% of the Assigned Special Tax amount pursuant to the First Amended RMA and
the first priority for use of such Special Taxes shall be for the “Priority Administrative Expense
Requirement” of $50,000 per year, escalated by 2% per year as herein provided, to be used for
actual costs of administering CFD No. 2005-1, as reasonably determined by School District. All
Special Taxes remaining after funding such first priority shall be deposited in a designated,
interest-earning special fund (“Special Fund”) and, subject to assignment, cancellation, and
return of the WHCFD Note as provided in Section 8.5 below, 60% of the Special Taxes
deposited in the Special Fund shall be applied to make Incremental Payments to Landowner in
accordance with Section 8.5 below until the Incremental Payment Obligation has been paid in
full, at which point 60% of such funds may be used by School District for School Facilities, as
permitted by applicable law. The remaining 40% of the Special Taxes deposited in the Special
Fund shall be disbursed for City Facilities in accordance with the F/A JCFA.

(b) Following the issuance of the First Series of Bonds (defined below),
School District shall continue to levy Special Taxes on all Assessor’s Parcels classified as
Developed Property at 100% of the Assigned Special Tax amount pursuant to the First Amended
RMA and shall levy Special Taxes on all Assessor’s Parcels classified as Undeveloped Property
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in the remaining amount then required to satisfy the Special Tax Requirement (as defined in the
First Amended RMA. Each fiscal year, the first priority for use of such Special Taxes shall be
for payment of an amount up to the Priority Administrative Expense Requirement, as
hereinabove provided, in order to fund School District’s actual costs of administering
CFD No. 2005-1; the second priority shall be for payment of principal and interest on
outstanding Bonds and for replenishment, if any, of the reserve fund established pursuant to the
Indenture to the applicable “Reserve Fund Requirement” (as defined in the Indenture); and the
third priority shall be for the payment of actual costs of administering CFD No. 2005-1 in excess
of the Priority Administrative Expense Requirement. Following the issuance of the First Series
of Bonds and prior to the first fiscal year following issuance of the Second Series of Bonds all
Special Taxes remaining after funding such first, second, and third priorities shall be deposited in
the Special Fund and 60% of such Special Taxes shall be disbursed to make Incremental
Payments to Landowner in accordance with Section 8.5 below until the Incremental Payment
Obligation has been paid in full, at which point 60% of such Special Taxes may be used by
School District for School Facilities, as permitted by applicable law. The remaining 40% of the
Special Taxes deposited in the Special Fund shall be disbursed for City Facilities in accordance
with the F/A JCFA.

(© From and after the first fiscal year following the issuance of the Second
Series of Bonds all Special Taxes remaining after funding the first, second and third priorities
described in Section 8.1(b) above shall be deposited in the Special Fund and disbursed to make
Incremental Payments to Landowner in accordance with Section 8.5 below until the Incremental
Payment Obligation has been paid in full, at which point such Special Taxes may be used by
School District for School Facilities, as permitted by applicable law.

8.2 Issuance of Bonds and Allocation of Bond Proceeds.

@ Landowner may provide written notice (“L/O Notice”) to School District
and CFD No. 2005-1 of the date on which the 70" Dwelling Unit constructed within the Property
IS expected to close escrow to an individual, third-party owner. Following its receipt of such L/O
Notice, and subject to the provisions of Sections 8.2 (c) and (d) below, CFD No. 2005-1 shall
take all action necessary to offer for sale, sell, and upon such sale, issue a “First Series” of
Bonds, as provided for in this F/A Agreement, by no later than the last to occur of (i) 180 days
following School District’s and CFD No. 2005-1’s receipt of the L/O Notice and (ii) 90 days
following the actual close of escrow for the 70" Dwelling Unit to a third-party owner. The L/O
Notice shall include a deposit for non-contingent costs of sale of the First Series of Bonds in the
amount of up to $75,000, as reasonably determined by CFD No. 2005-1, the expended portion of
which shall be reimbursed, without interest, from the proceeds of the First Series of Bonds. The
unexpended portion of such deposit shall be returned to Landowner, without interest, upon
issuance of the First Series of Bonds. The amount of the First Series of Bonds shall be based
only on the projected maximum Assigned Special Taxes for those 70 Dwelling Units that have
closed escrow to individual third-party owners, and will not include ”Undeveloped Property.”
However, the Special Taxes as to the Undeveloped Property shall be available, if necessary, for
interest and principal on the First Series of Bonds and administrative expenses of
CFD No. 2005-1 to the extent permitted in the First Amended RMA. The Assigned Special
Taxes for the 70 Dwelling Units shall provide 110% debt service coverage on the First Series of
Bonds plus the Priority Administrative Expense Requirement.
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(b) Landowner may provide a L/O Notice to School District and
CFD No. 2005-1 of the date on which the 140™ Dwelling Unit constructed within the Property is
expected to close escrow to an individual, third-party owner. Following its receipt of such L/O
Notice, and subject to the provisions of Sections 8.2 (c) and (d) below, CFD No. 2005-1 shall
take all actions necessary to offer for sale, sell, and upon such sale, issue a “Second Series” of
Bonds, as provided for in this F/A Agreement, by no later than the later to occur of (i) 180 days
following School District’s and CFD No. 2005-1’s receipt of the L/O Notice, and (ii) 90 days
following the actual close of escrow for the 140" Dwelling Unit. The L/O Notice as to the
Second Series of Bonds shall include a deposit for non-contingent costs of sale of the Bonds in
the amount of up to $75,000, as reasonably determined by School District, the expended portion
of which shall be reimbursed, without interest, from proceeds of the Second Series of Bonds.
The unexpended portion of such deposit shall be returned to Landowner, without interest, upon
issuance of the Second Series of Bonds. Subject to the provisions of the following paragraphs of
this Section 8.2(b), the amount of the Second Series of Bonds shall be based on (i) 100% of the
projected Assigned Special Taxes for all 140 Dwelling Units sold and closed to third-party
owners, plus (ii) 100% of the projected Assigned Special Taxes for the Custom Lots equaling
110% of annual debt service on the First and Second Series of Bonds, plus the Priority
Administrative Expense Requirement.

In the event all or a portion of the Custom Lots have not been sold to individual
third-party owners, and the Underwriter advises CFD No. 2005-1 that inclusion of the unsold
Custom Lots would increase the average interest rate on the Second Series of Bonds above
8.00%, on the basis of a 30-year amortization, then the proceeds of the Bonds associated with the
unsold Custom Lots shall be escrowed to the extent, and for the maximum period of time,
permitted by applicable law. If, notwithstanding the escrow of proceeds, the Underwriter still
advises CFD No. 2005-1 that inclusion of the unsold Custom Lots on the basis of the above-
described escrow will result in an average interest rate on the Second Series of Bonds exceeding
8.00%, the assigned Special Taxes as to any unsold Custom Lots shall not be included in the
Second Series of Bonds unless mitigation is agreed to by CFD No. 2005-1 and provided as set
forth in Section 8.2(d) below. If a portion of the proceeds of the Second Series of Bonds are held
in escrow, an equal, proportionate amount of the escrow funds will be released as each unsold
Custom Lot is conveyed to a third-party owner. If the escrow fund is closed pursuant to the
applicable Indenture before all Custom Lots have been conveyed to third-party owners and all
funds have been released from escrow, or if some unsold Custom Lots are not included in the
Second Series of Bonds at the time of issuance of the Second Series of Bonds, each fiscal year
thereafter CFD No. 2005-1 shall determine the amount of Assigned Special Taxes collected from
such Custom Lots and such amount shall be allocated and disbursed as follows: (i) 60% of such
amount shall be deposited in the School Facilities Account and, of that amount, 100% shall be
deposited in the Incremental Payment Subaccount until the Incremental Payment Obligation has
been paid in full, at which time 100% shall be deposited in the Project Subaccount; and (ii) 40%
shall be deposited in the City Facilities Account until the City Facilities Account has been closed
in accordance with Section 8.4 below, at which time such amount shall be deposited in the
School Facilities Account and allocated among the Subaccounts in accordance with (i) above.

(c) The time periods referred to in Section 8.2(a) and (b) may be extended by
CFD No. 2005-1 if, despite CFD No. 2005-1’s best efforts, Bonds are not able to be issued due
to circumstances beyond CFD No. 2005-1’s control. Such time periods, however, shall only be
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extended by CFD No. 2005-1 for such period of time as is reasonably necessary, with
CFD No. 2005-1’s continued best efforts, to address such circumstances so that the Bonds can be
issued at the earliest possible time following expiration of the applicable time period.

(d) Landowner shall not be required to provide any form of credit
enhancement in connection with the issuance of either the First Series of Bonds or the Second
Series of Bonds. Unless mitigated in accordance with the provisions of this Section 8.2(d), the
following shall be conditions to the issuance and sale of the First Series of Bonds and Second
Series of Bonds;

Q) the Underwriter shall reasonably determine within 30 days following the
L/O Notice that the average interest rate on the Bonds is not expected to exceed 8% the basis of a
30-year amortization;

(i) on the date of pricing of the Bonds the actual average interest rate on the
Bonds does not exceed 8% on the basis of a 30-year amortization;

(iii)  the uncured Special Tax delinquencies for the current fiscal year and the
prior fiscal year do not exceed 5% of the total Special Taxes levied in such years; and

(iv)  there have been no uncured property tax delinquencies as to Undeveloped
Property in such years.

In the event that any of such conditions cannot be satisfied with respect to the First Series
of Bonds or Second Series of Bonds, Landowner may propose to CFD No. 2005-1, and CFD No.
2005-1, in its reasonable discretion, may accept measures to mitigate the particular condition(s)
that has/have not been satisfied, which measures may include, without limitation, (i) providing
for greater than 110% debt service coverage, (ii) funding a delinquency management fund with
available Special Taxes, (iii) providing some form of credit enhancement, or (iv) Landowner or a
related entity purchasing some amount of parity or subordinate Bonds, so long as such measures
proposed by Landowner and accepted by CFD No. 2005-1 result in the same economic result to
the School District and CFD No. 2005-1 as if the applicable conditions had been satisfied with
respect to the Bonds.

The Parties acknowledge that the Settlement Agreement provides for retained jurisdiction
as to the performance by the Parties of the Settlement Agreement and the F/A Agreement,
including sale and issuance of the Bonds as herein provided.

(e) The proceeds of the First Series of Bonds and Second Series of Bonds
shall be allocated according to the priority specified in (i)-(iv) below:

Q) First, to fund all costs of issuance including the “Reserve
Fund” for the Bonds, capitalized interest for the period required to collect sufficient Special
Taxes through the annual levy of applicable Special Taxes, Underwriter’s discount, bond counsel
fees, disclosure counsel fees, appraiser and market absorption consultant fees, reasonable
CFD No. 2005-1 staff and CFD No. 2005-1 legal counsel costs, and Special Tax Consultant fees;
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(i) Second (with respect to the First Series of Bonds only), to
fund the following amounts:

(A) $100,000 to be paid to Landowner in
reimbursement of advances by Prior Owner pursuant to the Prior Mitigation Agreements which
funds were used by School District’s to fund costs of formation of CFD No. 2005-1 and
preparation of the Prior Mitigation Agreements.

(B) Up to $150,000 to fund the reimbursement to
CFD No. 2005-1 of the actual CFD No. 2005-1 S/T Revision Costs as provided in Section 3.4 of
this F/A Agreement, including any costs relating to the F/A JCFA, $15,000 to reimburse
Landowner for its deposit with CFD No. 2005-1 relating to the S/T Revision Proceedings, up to
$75,000 to reimburse Landowner for the expended portion of the deposit made by Landowner
pursuant to Section 8.2(a) above relating to the First Series of Bonds, and up to $150,000 to
reimburse Landowner for its actual legal, engineering and financial consultant costs relating to
the S/T Revision Proceedings, preparation of this F/A Agreement, including $5,000 for
accomplishment of the F/A JCFA, and issuance of the First Series of Bonds;

(iii)  Third (with respect to the Second Series of Bonds only), to
fund an amount to be paid to Landowner equal to the expended portion of the deposit made by
Landowner pursuant to Section 8.2(b) above relating to the Second Series of Bonds; and

(iv)  Fourth, (A) (with respect to the First Series of Bonds), 60%
of the proceeds of the Bonds remaining after funding (i) and (ii) with respect to the First Series
of Bonds, plus an amount equal to the amount of Special Taxes deposited in the Special Fund
that had been disbursed for City Facilities prior to the issuance of such Bonds, shall be deposited
in a “School Facilities Account” and the remaining amount shall be deposited in a “City
Facilities Account”, and (B) (with respect to the Second Series of Bonds), 60% of the proceeds
of the Bonds remaining after funding (i) and (iii) above with respect to the Second Series of
Bonds, plus an amount equal to the amount of Special Taxes deposited in the Special Fund
following the issuance of the First Series of Bonds that had been disbursed for City Facilities
prior to the issuance of the Second Series of Bonds, shall be deposited in the School Facilities
Account and the remaining amount shall be deposited in the City Facilities Account.

()] By way of example only, set forth on Exhibit “D” are assumed sizings of
Bonds for a First Series of Bonds and a Second Series of Bonds, and the allocation of the
proceeds of such Bonds in accordance with Section 8.2(e) above, prepared by David Taussig and
Associates (“Special Tax Consultant to CFD No. 2005-1"), based on an assumed average interest
rate of 6.00% and 8.00%, respectively.

8.3  Deposit of Bond Proceeds. The “School Facilities Account” shall include
two subaccounts designated in the Indenture as the “Project Subaccount” and the “Incremental
Payment Subaccount.” Of the amount of net proceeds of the Bonds deposited in the School
Facilities Account pursuant to Section 8.2(e)(iv) above, 100% shall be deposited in the
Incremental Payment Subaccount until the Incremental Payment Obligation has been fully
satisfied. Once the Incremental Payment Obligation has been fully satisfied, 100% of the
amount of the net proceeds deposited in the School Facilities Account pursuant to Section 8.2(e)
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(iv) shall be deposited in the Project Subaccount. The Indenture shall provide that investment
earnings on funds in each subaccount of the School Facilities Account and in the City Facilities
Account shall remain in such respective accounts and be available to fund School Facilities,
Incremental Payments and City Facilities, respectively, until the City Facilities have been funded
to the extent of such deposits in the City Facilities Account and the Incremental Payment
Obligation has been satisfied as herein provided. The Indenture shall also provide that earnings
of the funds in the Reserve Fund established pursuant to the Indenture in excess of the applicable
reserve requirement shall be applied to pay debt service on the Bonds.

8.4 Disbursements from School Facilities Account and City Facilities
Account. Funds may be disbursed from the Project Subaccount by CFD No. 2005-1 to fund
School Facilities, as described on Exhibit “E,” consistent with applicable law as reasonably
determined by School District. Funds shall be disbursed from the Incremental Payment
Subaccount to make Incremental Payments in accordance with Section 8.5 below. Upon
payment of the Incremental Payment Obligation in full, any funds remaining in the Incremental
Payment Subaccount shall be transferred to the Project Subaccount. Funds from the City
Facilities Subaccount shall be disbursed from the City Facilities Account to fund City Facilities
in accordance with this F/A Agreement, as provided in Section 8.6 below. When all City
Facilities have been funded, as provided in Section 8.6 below, or Landowner has advised School
District it will not request the further funding of City Facilities, the City Facilities Account shall
be closed and that amount remaining in the City Facilities Account that is no longer required to
fund City Facilities shall be transferred to the Incremental Payment Subaccount. When the
Incremental Payment Obligation is fully satisfied, all funds remaining in the Incremental
Payment Subaccount shall be transferred to the Project Subaccount of the School Facilities
Account to be used by School District in accordance with applicable law.

8.5 Incremental Payment Obligation. = WHLLC agrees that within ten (10)
days following the Effective Date it shall transfer the WHCFD Note to Landowner and
Landowner agrees it shall, in turn, cancel and return the WHCFD Note to CFD No. 2005-1 and
accept in its place Incremental Payments from CFD No. 2005-1 of Special Taxes deposited in the
Special Fund and the proceeds of Bonds deposited in the Incremental Payment Subaccount, as
provided for in this F/A Agreement. The total amount of Incremental Payments (“Incremental
Payment Obligation™) shall equal (i) a principal amount of $6,000,000, and (ii) if applicable,
payments of interest on the outstanding principal amount calculated at the Default Rate (defined
below).

Incremental Payments shall be made on each of the following dates (each, a
“Payment Date”) from and in the amount of all funds on deposit in the Incremental Payment
Subaccount and the Special Fund, respectively: (i) from the Incremental Payment Subaccount
within ten (10) business days following each deposit of proceeds of Bonds in, or transfer of
proceeds of Bonds to, the Incremental Payment Subaccount and (ii) from the Special Fund on the
first business day on or following each March 1 and September 1 until the First Series of Bonds
have been issued and thereafter on the first business day on or following each January 1 and
July 1 following the expiration of the “Bond Year” as defined in the Indenture. Each
Incremental Payment shall be applied first against accrued Default Rate interest (if any) and then
against the outstanding principal balance.
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If CFD No. 2005-1 (i) fails to deposit funds in the Special Fund or Incremental
Payment Subaccount, (ii) improperly disburses funds from the Special Fund or Incremental
Payment Subaccount, (iii) fails to make an Incremental Payment on a Payment Date, or (iv) fails
to take an action necessary to offer for sale, sell, or issue Bonds pursuant to the terms of this F/A
Agreement, including not by way of limitation Section 8.2 (each a “Default”), the interest rate to
be used to calculate the Incremental Payment Obligation shall be ten percent (10%) per annum
(“Default Rate”) calculated and payable from the date of the Default until the Default has been
cured by CFD No. 2005-1. No Default Rate shall be applicable, unless Landowner gives ten
(10) days prior written notice and CFD No 2005-1 fails to remedy any asserted Default within
forty-five (45) days after receiving such notice from Landowner, or disputes such asserted
Default and has initiated mediation thereof, pursuant to Section 11.17 hereof. During the period
of such mediation, not to exceed sixty (60) days, unless extended by the designated mediator, in
their discretion, the running of such forty-five (45) day period described above shall be tolled.
Nothing herein is intended to limit the remedies available to any Party hereto for a breach of this
F/A Agreement. The Default Rate shall not be applicable to payments required by or pursuant to
the F/A JCFA.

8.6  Disbursement From City Facilities Account. The extent of School
Facilities and City Facilities that may be funded from the proceeds of the Bonds is dependent on
the interest rates at which the Bonds are sold and issued, as exemplified in Exhibit “D.”
Exhibit “D” assumes in the alternative average applicable interest rates of 6.00% and 8.00%.
Funds shall be disbursed from the City Facilities Account in accordance with the F/A JCFA and
applicable law, including federal tax law pertaining to use of proceeds of tax-exempt bonds.

8.7 First Amended Rate and Method of Apportionment; Notice to
Homeowners. Landowner acknowledges that CFD No. 2005-1 intends to, and agrees that
CFD No. 2005-1 is authorized by law and this F/A Agreement, and the First Amended RMA
provides for the levy of Special Taxes on Developed Property at the assigned Special Tax
amount, and on Undeveloped Property as provided in the First Amended RMA, and
CFD No. 2005-1 shall apply any proceeds of such levy as provided in Section 8.1 above.
Landowner agrees to provide written notice of the Special Tax to all purchasers of Dwelling
Units and Undeveloped Property in CFD No. 2005-1 substantially in the form required pursuant
to the Act.

8.8  Landowner  Cooperation. Landowner shall cooperate  with
CFD No. 2005-1 in the completion of the S/T Revision Proceedings and the issuance of the
Bonds, as provided for herein, including, without limitation, providing full, complete, and
accurate information regarding the then existing development and anticipated future
development of the Property in a timely manner to the appraiser, market absorption consultant,
special tax consultant, bond counsel, disclosure counsel and Underwriter. Landowner shall
provide information to CFD No. 2005-1 and the School District regarding its operations and
financial condition to the extent such information is reasonably required for inclusion in the
preliminary official statement and the final official statement for the First Series of Bonds and
Second Series of Bonds.

8.9  Bond Refinance. Landowner and WHLLC hereby agree that, once the
First Series of Bonds or the First and Second Series of Bonds have been issued, the
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CFD No. 2005-1 has the authority to refinance such Bonds in the future and utilize any funds
made available to it from such refinancing in accordance with Section 8.3 above, and Landowner
agrees to reasonably cooperate as needed in furtherance of such refinancing, to the extent it is
still a property owner within CFD No. 2005-1, and provided such refinancing does not result in
any cost to Landowner or an increase in the levy of Special Taxes on Undeveloped Property or
extend the term in which Special Taxes will be levied on Undeveloped Property from the levy
amount and term applicable prior to such refinancing. Notwithstanding the foregoing, in
cooperating with the CFD No. 2005-1, Landowner shall not be required to solicit any
cooperation from, or otherwise involve in any way, any current or potential homeowner within
the Project.

8.10  Other Special Taxes or Assessments. Landowner agrees not to petition for
or consent to the authorization or levy of any special taxes or assessments on the Property other
than as provided herein, which will cause the sum of real property taxes, special taxes and
assessments to exceed two percent (2%) of the Base Sales Price of any Dwelling Unit.

Section 9.0 Representations, Warranties and Covenants of School District.

9.1  School District and CFD No. 2005-1 represent and warrant to, and
covenant with the Landowner that:

@ School District is a school district of the State, and CFD No. 2005-1 is a
community facilities district of School District, each is organized and operating pursuant to the
Constitution and laws of the State and each has all necessary power and authority to enter into
and perform their duties under this F/A Agreement and, when executed and delivered by the
respective Parties hereto, this F/A Agreement will constitute the legal, valid and binding
obligation of School District and CFD No. 2005-1 enforceable in accordance with its terms,
except as enforcement hereof may be limited by bankruptcy, insolvency or other laws affecting
enforcement of creditors’ rights generally and by limitations on remedies against public agencies
in the State.

(b) The execution and delivery by School District and CFD No. 2005-1 of this
F/A Agreement and compliance by School District and CFD No. 2005-1 with the provisions
hereof, will not conflict with, or constitute a violation of or default under, the Constitution of the
State or any existing law, charter, ordinance, regulation, decree, order or resolution applicable to
School District, or CFD No. 2005-1 and will not conflict with or result in a violation or breach
of, or constitute a default under, any contract, agreement, indenture, mortgage, lease or other
instrument to which School District or CFD No. 2005-1 are subject or by which they are bound.

(c) To the best knowledge of School District and CFD No. 2005-1 there are no
actions, suits or proceedings of any court or governmental agency or body pending or threatened
against School District or CFD No. 2005-1, in any way contesting or effecting the validity of this
F/A Agreement or contesting the powers of School District or CFD NO. 2005-1 to enter into or
perform their obligations under this F/A Agreement or in which a final adverse decision could
materially adversely affect the operations of School District or CFD No. 2005-1, or the
consummation of the transactions contemplated by this F/A Agreement.
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(d) Neither School District nor CFD No. 2005-1 is in breach of or default under
any applicable law or administrative regulation of the State or the United States or any applicable
judgment or decree or any loan agreement, indenture, bond, note, resolution, agreement or other
instrument to which School District or CFD No. 2005-1 is a party or is otherwise subject, which
breach or default would materially adversely affect School District’s ability or the ability of
CFD No. 2005-1 to enter into or perform its obligations under this F/A Agreement, and no event
has occurred and is continuing which, with the passage of time or the giving of notice, or both,
would constitute a default or an event of default under any such instrument and which would
materially adversely affect School District’s ability or the ability of CFD No. 2005-1 to enter into
or perform its obligations under this F/A Agreement.

(e) CFD No. 2005-1 shall assume the defense of, indemnify and save harmless,
Landowner, its officers, employees and agents, and each and every one of them, from and
against all actions, damages, claims, losses or expenses of every type and description to which
they may be subjected or put, by reason of, or resulting from, the negligence or willful
misconduct on the part of CFD No. 2005-1, their respective officers, employees and agents, in
connection with this F/A Agreement and the issuance of the Bonds. Notwithstanding the
foregoing, School District and CFD No. 2005-1 shall have no obligation to defend, indemnify or
hold harmless Landowner, its officers, directors, employees and agents, from and against any
claims, liabilities, losses or damages (including court costs and attorneys’ fees) which result from
or arise out of the active negligence or willful misconduct of Landowner, its officer, directors,
employees, or agents.

()] School District shall not oppose on the grounds of inadequate school facilities
any application by Landowner, or Landowner’s successors or assigns, to obtain land use
entitlements for, and to proceed with the development of, approximately four acres of land
owned by Landowner that adjoins the property and is located at the corner of La Pata Avenue
and Via Montana.

Section 10.0 Representations, Warranties and Covenants of the Landowner.

10.1 Landowner and WHLLC represent and warrant to, and covenant with, the
School District and CFD No. 2005-1 that:

@ Landowner and WHLLC each is a limited liability company, organized and
existing pursuant to the laws of Delaware, and each has all necessary power and authority to
enter into and perform their duties under this F/A Agreement and, when executed and delivered
by the respective Parties hereto, this F/A Agreement will constitute the legal, valid and binding
obligation of Landowner and WHLLC enforceable in accordance with its terms, except as
enforcement hereof may be limited by bankruptcy, insolvency or other laws affecting
enforcement of creditors’ rights generally and that the information, as applicable, set forth in
Recitals A through N are correct as to assignments to and assumptions by WHLLC and
Landowner as therein described.

(b) To the best knowledge of the undersigned officers of the Landowner and
WHLLC, based upon due inquiry, the execution and delivery by Landowner and WHLLC of this
F/A Agreement and compliance by Landowner and WHLLC with the provisions hereof, will not
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conflict with, or constitute a violation of or default under, the Constitution or laws of the State, or
any existing law, charter, ordinance, regulation, decree, order or resolution applicable to the
Landowner and WHLLC, and will not conflict with or result in a violation or breach of, or
constitute a default under, any agreement, indenture, mortgage, lease or other instrument to
which Landowner or WHLLC is subject or bound.

(©) To the best knowledge of the undersigned officers of the Landowner and
WHLLC, based upon due inquiry, there is no action, suit or proceeding of any court or
governmental agency or body pending (with service of process on the Landowner or WHLLC
having been accomplished) or threatened against Landowner or WHLLC in any way contesting
or effecting the validity of this F/A Agreement or contesting the powers of Landowner or
WHLLC to enter into or perform the obligations under this F/A Agreement or in which a final
adverse decision could materially adversely affect the operations of Landowner or WHLLC, its
anticipated development of the Property or the consummation of the transactions contemplated
by this F/A Agreement.

(d) To the best knowledge of the undersigned officers of the Landowner and
WHLLC, based upon due inquiry, neither Landowner nor WHLLC is in breach of or default
under any applicable law or administrative regulation of the State or the United States or any
applicable judgment or decree or any loan agreement, indenture, bond, note, resolution,
agreement or other instrument to which Landowner or WHLLC is a party or is otherwise subject,
which breach or default would materially adversely affect Landowner’s or WHLLC’s ability to
enter into or perform the obligations under this F/A Agreement, and no event has occurred and is
continuing which, with the passage of time or the giving of notice, or both, would constitute a
default or an event of default under any such instrument and which would materially adversely
affect Landowner’s or WHLLC’s ability to enter into or perform its obligations under this F/A
Agreement.

(e Neither Landowner nor WHLLC shall sue School District or
CFD No. 2005-1, or join in any lawsuit or actively participate in any lawsuit against School
District or CFD No. 2005-1 regarding the validity of the formation of CFD No. 2005-1, the
authorization of the Special Taxes, the incurring of bonded indebtedness of CFD No. 2005-1, the
S/T Revision Proceedings, or the use of any proceeds of the Special Taxes or the Bonds to the
extent that such proceeds are applied in accordance with this F/A Agreement. The foregoing
covenant shall not prevent the Landowner or WHLLC from bringing any action, suit or
proceeding to enforce the agreements of the School District or CFD No. 2005-1, including,
without limitation, an action or suit contending that the Special Taxes have not been levied in
accordance with the rates and methodologies contained in the First Amended RMA or an action
to enforce the obligations of the School District or CFD No. 2005-1 under any resolution,
indenture, agreement, or contract with the School District and/or CFD No. 2005-1 for which
Landowner is a party or beneficiary.

() Landowner, on behalf of itself and its successors and assigns, agrees to fully
and promptly cooperate with School District and CFD No. 2005-1 in complying with
Rule 15c2-12 of the Securities and Exchange Commission (“Rule 15¢2-12) in connection with
the issuance and sale of each series of Bonds so long as Landowner, or its successors or assigns,
is an “obligated person” under Rule 15¢2-12.
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(9) The Parties recognize that California SB 165, Chapter 535 of the Statues of
2000, became effective on January 1, 2001. SB 165 provides new disclosure and reporting
requirements for a local bond measure that is the subject of voter approval and which would
provide for the sale of bonds by a local agency. Landowner on behalf of itself and its successors
and assigns, agrees to fully and completely cooperate with the School District and
CFD No. 2005-1 in meeting the applicable requirements of SB 165.

(h) Landowner agrees to, in connection with the issuance of Bonds, certify as of
the date on the preliminary official statement and the final official statement, respectively, that
all of the information provided by Landowner that is included in the preliminary official
statement and final official statement with respect to the Landowner and its affiliates (as defined
in the Bond issuance documents) regarding the proposed development of the Property,
ownership of the Property, the Landowner’s development plan, the Landowner’s financing plan,
the Landowner’s lenders (if any), and the Landowner’s contractual arrangements (excluding
therefrom any information regarding the appraised valuation of the Property, statements
pertaining to the appraisal, and information which is identified as having been provided by a
source other than Landowner or an affiliate of the Landowner), is true and correct in all material
respects and does not contain any untrue statements of material fact or omit to state a material
fact required to be stated therein or necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading.

() In addition, solely as to the information provided by Landowner, as indicated
in Section 10.1(h) concerning the Landowner, its affiliates and the development of the Property,
and subject to the limitations and exclusions set forth in Section 10.1(h), the Landowner agrees
to assume the defense of, indemnify and hold harmless, to the extent permitted by law, the
School District, CFD No. 2005-1, and their officials and employees, and each person, if any,
who controls any of the forgoing within the meaning of Section 15 of the Securities Act of 1933,
as amended, or of Section 20 of the Securities and Exchange Act of 1934, as amended, against
any and all losses, claims, damages, or liabilities, joint or several, to which such indemnified
Party(ies) may become subject under any statute or at law or in equity or otherwise, and shall
reimburse any such indemnified Party for any reasonable legal or other expense incurred by it in
connection with investigation any claims against it and defending any actions, insofar as such
losses, claims, damages, liabilities or actions arise out of or are based upon any untrue statement
or alleged untrue statement of a material fact with respect to such information or the omission or
alleged omission with respect to such information, in the final official statement, in any
amendment or supplement to such final official statement which includes information provided
by Landowner, and only with respect to such information, or in any semi-annual report or other
disclosure statement provided by or on behalf of the Landowner in connection with the Bonds,
required to be stated therein or necessary to make the statements therein, in light of the
circumstances under which they were made, not misleading. This indemnity provision shall not
be construed as a limitation on any other liability which Landowner may otherwise have to any
indemnified Party, provided that in no event shall the Landowner be obligated for double
indemnification.

2/1/11 9130.2 BAWG/158193.2 (5/6/11)
#93875 v2 18



Section 10.2 Landowner Indemnification.

In addition to the requirements of Section 10.1(i), Landowner shall assume the defense
of, indemnify and save harmless, the School District, CFD No. 2005-1, their respective officers,
employees and agents, and each and every one of them, from and against all actions, damages,
claims, losses or expenses of every type and description to which they may be subjected or put,
by reason of, or resulting from, the negligence or willful misconduct on the part of the
Landowner, its officers, employees and agents, in connection with this F/A Agreement, the
issuance of the Bonds, including without limitation, disclosure of information provided by
Landowner, its agents, consultants or attorneys in connection therewith, including sale of the
herein described Dwelling Units, and the financing, provision, or construction by Landowner, of
any of the City Facilities, as well as any claims or costs relating to the failure of Landowner or
Prior Owner to comply with the applicable provisions of Article 2 (commencing with Section
1770) of Chapter 1 of Part 7 of Division 2 of the Labor Code as to the Project, City Facilities, or
related to the herein described Purchase Agreement. Nothing in this Section 10.2 shall limit in
any manner the rights of the School District and/or CFD No. 2005-1 against any of the architects,
engineers, contractors or other consultants employed by the Landowner which has performed
work in connection with construction or financing of the City Facilities. Notwithstanding the
foregoing, Landowner shall have no obligation to defend, indemnify or hold harmless the School
District, its officers, directors, employees and agents, or CFD No. 2005-1, its officers, directors,
employees and agents, from and against any claims, liabilities, losses or damages (including
court costs and attorneys’ fees) which result from or arise out of the active negligence or willful
misconduct of the School District, its officers, directors, employees, or agents, or
CFD No. 2005-1, its officers, directors, employees, or agents.

Section 11.0 Miscellaneous.

11.1  Successors and Assigns. All of the covenants, stipulations, promises, and
agreements contained in this F/A Agreement by or on behalf of, or for the benefit of, either of the
Parties hereto, shall bind or inure to the benefit of any of the successors and assigns of the
respective Parties; PROVIDED, HOWEVER, (I) THAT INDIVIDUAL PURCHASERS OF
UNITS (*“HOMEOWNERS”) SHALL NOT BE DEEMED TO BE SUCCESSORS OR
ASSIGNS OF LANDOWNER FOR PURPOSES OF THIS F/A AGREEMENT, (Il) THIS F/A
AGREEMENT SHALL NOT RUN WITH THE LAND CONVEYED TO HOMEOWNERS,
AND (Ill) THE HOMEOWNERS SHALL NOT BE BURDENED BY NOR HAVE ANY
RIGHT TO ENFORCE ANY PROVISIONS OF THIS F/A AGREEMENT.

11.2  Amendment. This F/A Agreement may not be amended except in writing
by Landowner, WHLLC, CFD No. 2005-1, and School District, duly executed by their
authorized agents.

11.3  Severability. If any provision of this F/A Agreement shall be held invalid,
illegal or unenforceable, the validity, legality and enforceability of the remaining portions hereof
shall not in any way be affected or impaired thereby.

11.4 Entire Agreement. Upon the Effective Date, this F/A Agreement shall
supersede and cancel the Prior Mitigation Agreements. Each Party to this F/A Agreement
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acknowledges that no representation by any Party which is not embodied herein or in any other
agreement, statement, or promise not contained in this F/A Agreement shall be valid and
binding. The Parties hereto agree to act in a manner which will not frustrate the purposes of this
F/A Agreement.

11.5 Attorney Fees. In the event of any action or proceeding brought by one
Party against another under this F/A Agreement, the prevailing Party shall entitled to recover its
reasonable attorney fees, costs and expenses incurred in such action or proceeding. In addition
to the foregoing, the prevailing Party shall be entitled to its reasonable attorneys’ fees and costs
and expenses incurred in any post-judgment proceeding to collect or enforce the judgment. This
provision is separate and several and shall survive the merger of this F/A Agreement into any
judgment on this F/A Agreement.

11.6 Execution. This F/A Agreement may be executed in several counterparts
each of which shall be an original and all of which shall constitute but one and the same
agreement.

11.7 Notices. All correspondence, notices or certificates required by this F/A
Agreement shall be sufficiently given and served if delivered by hand directly to the offices
named below or sent by United States first-class mail postage prepaid and addressed as follows:

if to Landowner or WHLLC: Rancho San Juan Development, LLC
27285 Las Ramblas, Suite 230
Mission Viejo, CA 92691
Attention: Todd Cunningham, Manager
Telephone No.: (949) 348-8162

with a copy to: O’Neil LLP
19900 MacArthur Blvd.
Irvine, CA 92612-8414
Attention: John Yeager, Esq.
Telephone No.: (949) 798-0722
Facsimile No.: (949) 798-0500

with a copy to: IHP Capital Partners
19800 MacArthur Blvd., Suite 700
Irvine, CA 92612
Attention: Jay W. Pruitt, Partner/Senior Vice
President
Telephone No.: (949) 655-7605

with a copy to: Pistone & Wolder LLP
2020 Main Street, Suite 900
Irvine, CA 92614
Attn: Thomas A. Pistone, Esq.
Telephone No.: (949) 622-8980
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if to School District: Capistrano Unified School District
33122 Valle Road
San Juan Capistrano, CA 92675
Attention: Deputy Superintendent,
Business Support Services
Telephone No.: (949) 234-9200
Facsimile No.: (949) 248-8546

with a copy to: Bowie, Arneson, Wiles & Giannone
4920 Campus Drive
Newport Beach, CA 92660
Attention: Alexander Bowie, Esq.
Telephone No.: (949) 851-1300
Facsimile No.: (949) 851-2014

if to CFD No. 2005-1: Capistrano Unified School District
33122 Valle Road
San Juan Capistrano, CA 92675
Attention: Deputy Superintendent,
Business Support Services
Telephone No.: (949) 234-9200
Facsimile No.: (949) 248-8546

with a copy to: Bowie, Arneson, Wiles & Giannone
4920 Campus Drive
Newport Beach, CA 92660
Attention: Alexander Bowie, Esq.
Telephone No.: (949) 851-1300
Facsimile No.: (949) 851-2014

Any Party may change its mailing address at any time by giving written notice of such
change to the other Parties in the manner provided herein. All notices under this F/A Agreement
shall be deemed given, received, made, or communicated on the date personal delivery is
effected or, if by mail, on the delivery date or attempted delivery date shown on the return
receipt.

11.8 Exhibits. The Exhibits attached hereto are deemed incorporated into this
F/A Agreement in their entirety by reference.

11.9 Time. Time is of the essence in this F/A Agreement and in each and every
term, provision and condition hereof.

11.10 Remedies Cumulative. No remedy or election hereunder shall be deemed
exclusive but shall, wherever possible, be cumulative with all other remedies at law or in equity.
The waiver or failure to enforce any provision of this F/A Agreement shall not operate as a
waiver of any future breach of such provision or of any other provision hereof.
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11.11 Construction. The Parties hereto acknowledge and agree that each has
been given the opportunity to review this F/A Agreement with legal counsel independently,
and/or has the requisite experience and sophistication to understand, interpret, and agree to the
particular language of the provisions hereof. In the event of an ambiguity in or dispute regarding
the interpretation of same, the interpretation of this F/A Agreement shall not be resolved by any
rule of interpretation providing for interpretation against the Party who causes the uncertainty to
exist or against the draftsman; Landowner, WHLLC, CFD No. 2005-1, and School District shall
be conclusively deemed to have equally participated in the drafting of this F/A Agreement.

11.12 No Representations. Landowner, WHLLC, CFD No. 2005-1, and School
District each acknowledge and agree that neither the other Party, nor any agent, representative,
or attorney of the other Party, has made any promise, representation or warranty whatsoever,
express or implied, not contained herein or in the Exhibits attached hereto to induce such Party to
execute this F/A Agreement; and further acknowledge and agree that they have not executed this
F/A Agreement in reliance upon any such promise, representation or warranty not contained
herein.

11.13 Future Cooperation. Landowner, WHLLC, CFD No. 2005-1, and School
District shall hereafter execute and deliver, or cause their respective attorneys to execute and
deliver, any and all further documents and instruments, furnish any information, and perform any
other act reasonably necessary or convenient to effectuate the terms and purposes of this F/A
Agreement.

11.14 Choice of Law. This F/A Agreement has been negotiated and executed in
the State of California and shall be governed and construed by the laws of that state without
regard to the conflicts of laws principles.

11.15 Captions. The captions, headings, and titles to the various articles and
paragraphs of this F/A Agreement are not a part of this F/A Agreement, are for convenience and
identification only, and shall have no effect upon the construction or interpretation of any part
hereof.

11.16 No Third Party Benefit. This F/A Agreement is by and between the
Parties named herein, and unless expressly provided in the foregoing provisions no third party
shall be benefited hereby. This F/A Agreement may not be enforced by anyone other than a
Party hereto or a successor to such Party of the type described in Section 11 who has acquired
his/her/its interest in a way permitted by the above provisions.

11.17 Mediation Prior to Litigation. It is the intent of the Parties to attempt to
resolve any differences arising from this F/A Agreement through mediation prior to the initiation
of litigation. In the event of any disagreement over the meaning or application of this F/A
Agreement, the Parties shall first attempt to resolve the matter informally. Should that prove
unsuccessful, any Party may ask for mediation. A neutral mediator from the State Mediation and
Conciliation Service or the Judicial Arbitration and Mediation Service (JAMS) shall be
appointed to hear each side in an informal setting, and to render an advisory recommendation.
Any costs shall be equally shared by the Parties.
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11.18 Authority of Signatories. Each of the individuals signing this F/A
Agreement warrants and represents that (a) he or she has full authority to execute this F/A
Agreement on behalf of the Party for whom he or she signs, and (b) he or she is acting within the
course and scope of that authority in executing this F/A Agreement.

[Signature Page Follows]
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IN WITNESS WHEREOF, the Parties hereto have executed this F/A Agreement on the
day and year first written.

CAPISTRANO UNIFIED SCHOOL COMMUNITY FACILITIES DISTRICT

DISTRICT NO. 2005-1

By: By:

Name: Name:

Title: Deputy Superintendent, Business  Title: Deputy Superintendent, Business Support
Support Services Services

APPROVED AS TO FORM:

Bowie, Arneson, Wiles & Giannone

By:
Alexander Bowie, Esq.,
Special Legal Counsel
RANCHO SAN JUAN DEVELOPMENT, LLC,
a Delaware limited liability company
By: Woodbridge Builders, LLC, a Delaware
limited partnership
Its: Managing Member
By: Woodbridge Communities Il, LLC,
a Delaware limited liability company
Its:  Manager
By:
Todd Cunningham, Manager
WHISPERING HILLS, LLC, a Delaware limited
liability company
By:
Its:
By:
Its:
2/1/11 9130.2 BAWG/158193.2 (5/6/11)
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STATE OF CALIFORNIA )

) SS.
COUNTY OF )
On , 2011, before me, , a
Notary Public, personally appeared , Who proved to me

on the basis of satisfactory evidence to be the person(s) whose name(s) is/are subscribed to the
within instrument and acknowledged to me that he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or
the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that
the foregoing paragraph is true and correct.

WITNESS my hand and official seal.

(Seal)

Notary Public
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STATE OF CALIFORNIA )

) SS.
COUNTY OF )
On , 2011, before me, , a
Notary Public, personally appeared , Who proved to me

on the basis of satisfactory evidence to be the person(s) whose name(s) is/are subscribed to the
within instrument and acknowledged to me that he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or
the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that
the foregoing paragraph is true and correct.

WITNESS my hand and official seal.

(Seal)

Notary Public
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STATE OF CALIFORNIA )

) SS.
COUNTY OF )
On , 2011, before me, , a
Notary Public, personally appeared , Who proved to me

on the basis of satisfactory evidence to be the person(s) whose name(s) is/are subscribed to the
within instrument and acknowledged to me that he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or
the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that
the foregoing paragraph is true and correct.

WITNESS my hand and official seal.

(Seal)

Notary Public
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STATE OF CALIFORNIA )

) SS.
COUNTY OF )
On , 2011, before me, ,a
Notary Public, personally appeared , who proved to me

on the basis of satisfactory evidence to be the person(s) whose name(s) is/are subscribed to the
within instrument and acknowledged to me that he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or
the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that
the foregoing paragraph is true and correct.

WITNESS my hand and official seal.

(Seal)

Notary Public
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EXHIBIT “A”

LEGAL DESCRIPTION OF PROPERTY
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EXHIBIT A
DESCRIPTION OF PROPERTY

The real property within Community Facilities District No. 2005-1 of the Capistrano
Unified School District (Whispering Hills):

Those certain parcels of land situated in the City of San Juan Capistrano, County of Orange,
State of California described as follows:

LOTS 1 THROUGH 155, INCLUSIVE AND LETTERED LOTS A THROUGH P,
INCLUSIVE, LETTERED LOTS R, S AND U AND THE “REMAINDER PARCEL” OF
TRACT NO. 16634, IN THE CITY OF SAN JUAN CAPISTRANO, COUNTY OF ORANGE,
STATE OF CALIFORNIA, AS PER MAP FILED IN BOOK 884, PAGES 33 THROUGH 50,
INCLUSIVE, OF MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SAID
COUNTY.
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EXHIBIT “B”

CFD BOUNDARY MAP
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SHEET 1 OF 1 SHEET PROPOSED BOUNDARY OF
COMMUNITY FACILITIES DISTRICT NO. 2005-1
(Whispering Hills)
OF THE
CAPISTRANO UNIFIED SCHOOL DISTRICT
COUNTY OF ORANGE, STATE OF CALIFORNIA
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SHEET 1 OF 1 SHEET ANNEXATION MAP NO. 1 TO

COMMUNITY FACILITIES DISTRICT NO. 2006-1
(Whispering Hills)
OF THE
CAPISTRANO UNIFIED S8CHOOL DISTRICT
COUNTY OF ORANGE, STATE OF CALIFORNIA
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EXHIBIT “C»

FIRST AMENDED RATE AND METHOD OF APPORTIONMENT
OF SPECIAL TAXES
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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 2009-10, 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.
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“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 “lot” for
purposes of the levy of the Special Tax.

“Developed Property” means, for each Fiscal Year, all (i) Custom Lot Property, and
(i) 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.
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“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.

“Outstanding 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 Developed Property that the ratio of the actual Special Tax
levy to the Assigned Special Tax is equal for all Assessor’s Parcels of Developed
Property within CFD No. 2005-1. For Undeveloped Property, “Proportionately” means
that the ratio of the actual Special Tax levy per Acre to the Maximum Special Tax per
Acre is equal for all Assessor’s Parcels of Undeveloped Property in CFD No. 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.
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“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.
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“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.

B. 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 2009-10 is shown below
in Table 1.
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TABLE 1

Assigned Special Taxes for Developed Property
For Fiscal Year 2009-10
Community Facilities District No. 2005-1

‘Land
- Use
Class ,

1 NA Custom Lot Property $13,660 per lot

) > 4,600 SF Residential Property $7,999 per unit

3 4,301 —4,600 SF | Residential Property $7,725 per unit

4 3,901 -4,300 SF | Residential Property $7,460 per unit

5 3,701 -3,900 SF | Residential Property $7,083 per unit

6 3,401 -3,700 SF | Residential Property $6,707 per unit

7 2,901 -3,400 SF | Residential Property $6,647 per unit

8§ | <2900 SF Residential Property $6,023 per unit

9 N/A Non-Residential Property $24,290 per Acre

c. Increase in the Assigned Special Tax
The Assigned Special Taxes in Table 1 shall be applicable for Fiscal Year
2009-10, and shall increase thereafter, commencing on July 1, 2010 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
Capistrano Unified School District February 23, 2010
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reference to the site plan approved for such Assessor’s Parcel. The CFD
Administrator’s allocation to each type of property shall be final.

e. Backup Special Tax

(1)  Residential Property (Excluding Custom Lot Property)

The Backup Special Tax for Residential Property excluding
Custom Lot Property, shall equal $19,867 per Acre for Fiscal Year
2009-10. The Backup Special Tax shall increase thereafter,
commencing on July 1, 2010 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 shall not apply to Custom Lot Property.

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 $24,290 per Acre for
Fiscal Year 2009-10, and shall increase thereafter, commencing on July 1,
2010 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.

D. METHOD OF APPORTIONMENT OF THE SPECIAL TAX

Commencing with Fiscal Year 2009-10 and for each following Fiscal Year, the Board
shall levy the Special Tax until the amount of Special Taxes levied equals the Special
Tax Requirement. The Special Tax shall be levied each Fiscal Year as follows:

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

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

Third: If additional monies are needed to satisfy the Special Tax Requirement after the
first two steps have been completed, then the levy of the Special Tax on each Assessor's
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F.

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
first 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 61.8 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 61.8 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
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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.

G. 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.

H. PREPAYMENT OF SPECIAL TAX

The following definitions apply to this Section H:

“CFD Public Facilities” means either $17.6 million in 2009 dollars, which shall increase
by the Construction Inflation Index on July 1, 2010, 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
financing program for CFD No. 2005-1, or (i) 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.

“Qutstanding Bonds” means all Previously Issued Bonds which are deemed to be
outstanding under the Indenture after the first interest and/or principal payment date
following the current Fiscal Year.
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“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 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,
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based upon the building permit which has already been issued for that Assessor’s
Parcel.

3. (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 paragraph2 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.

4. 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”).

5. 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”).

6. Compute the current Future Facilities Costs.

7. 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”).

8. 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.

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

10. 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.

11. Add the amounts computed pursuant to paragraphs 8 and 9 and subtract the
amount computed pursuant to paragraph 10 (the “Defeasance Amount”).
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12. 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 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 used 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.
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2. 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 calculated as
in Section H.1; except that a partial prepayment shall be calculated according to the
following formula:

PP= (Pg-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.
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L 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 2049-50.

KACLIENTS2CAPO.USDWMELLO\whisphillima\Amended RMA\Amended_Rate_and_Method_of_Apportionment_CUSD_CFD_2005-1_05.doc
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EXHIBIT “D”

CONCEPTUAL
BOND SIZING ILLUSTRATION
OF FIRST AND SECOND SERIES OF BONDS

Prepared by David Taussig & Associates
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Dadid Taussiy b Associsies, Inc.

Bai04201y

032840 PM
Scenario I3 6.0% Average Coupon Rate (Taxspread #52}
Sale #1 (70 DU/6.0%) Sale #2 (88 DU/6.0%)
Sep 2014 Jdan 2017
Bond Amount $7,160,000 $12,895,000
Bond Proceeds $5,431,893 $10,231,455
Total Pay-As-You-Go Funds 10 City through Sale #1 $108,044
Total Pay-As-You-Go Funds to City from Sale #1 through Sale 42 $712,644
Pay-As-You-Go to Clty) Actual Amount

Sale #1 (70 DU/5,0%)

Through Sale #1

Sale #1 (70 DU/6.0%)

Bond Proceeds split 60/40 Percentage
CUSD K-12 School Facilities 30 %
$1.259.136 0%
Subeotal to CUSD $3,259,136 60%
City of San Juan Capistrano Public Facilities & Fees (88% of total allocated to City) $1,912,026 35% (895,079
Subtotal to City $2,172,757 40% ($108,044
Total $5,431,893 100% ($108,044
Pay-As-You-Go to City Actual Anouniﬂ
Sale #2 (85 DU/6.0%) Through Sale #2 Sale #2 (85 DU/6O%)
Bond Proceeds split 60/40 Percentage split 66/40 Alloeated to CUSD and Cii
[CUSD K-12 School Facilities ,209,921 41% NA $4,922,565
$1.928.052 12 NA
Subtotal to CUSD $6,138,873 0% NA| $6,851,517
City of San Juan Capistrano Public Facilities & Fees (88% of total allocated to City) $3,601,472 5% (627,127 $2,974,345
IICi i i iliti v i $491L110 % ($83.3517) £405.393
Subtotal to City $4,092,582 40 {$712,644 $3,379,938
Total $10,231,455 100% ($712,644]] $10,231,455
Bond Proceeds]  Pay-As-You-Go Tntam Amount per DU (158 Dlh}]l
922, $9,532,387 $14,454,952 $93,258
$5.296102 $103.868 $6.000.0000 £38.710
Subtotal 1o CUSD $10,218,697 $10,236,255 $20,434,952 $131,967
City of San Juan Capi Pr ds Public Facilities & Fees $4,791,293 $722,205 $5,513,498 $35,571
Subtotal to City $5,444,651 $820,688 $6,265,339 $40,422
|Totat $15,663 348 $11,056,943 26,720,291 $172,389
COUNT RATE) I Hond Pmceeds% Pay-ArYou-Go Total]] Amount per DU (158 DU:ﬁl
1 $3,890,374 3,982,307 $7.872,681 $30,791
$4.517.880 3600048 $5.117.931 3019
Subiotal to CUSD $8,408,263 $4,582,355 $12,990,618 $83,810
City of San Juan Capil P ds Public Facilities & Frees $3,965,928 $596,448 $4,562,376 $29,435
Sublotal to City $4,506,736 $677,782 $5,184,518 $33,449
uTola! $12,914,999 $5,260,137 $18,175.136 5117.25—‘;
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CUSD CFD No, 2005-1 (Whispering Hills): 52

FISCAL YEAR - COLLECTION OF TAXES
CALENDAR YEAR - PAYMENTS TO BOND HOLDERS

¥, AVERAGE ANNUAL SPECIAL TAX

UNDEVELOPED PROPERTY, PER ACRE
NON-RESIDENTIAL PROPERTY, PER ACRE

RESIDENTIAL PROPERTY, PER UNIT
CLASS 1 CUSTOM HOMES
CLASS 2 RESIDENTIAL (> 4,800 SF)
CLASS 3 RESIDENTIAL (4,301 - 4,800 SF)
CLASS 4 RESIDENTIAL (3,901 - 4,300 SF)
CLASS & RESIDENTIAL (3,701 - 3,000 SF)
CLASS 6 RESIDENTIAL (3,401 - 3,700 SF)
CLASS 7 RESIDENTIAL (2,901 - 3,400 5F)
CLASS B RESIDENTIAL (<= 2,900 §F)

YIMAXIMUM SPECIAL TAXES

UNDEVELOPED PROPERTY
NON-RESIDENTIAL PROPERTY

CLASS2  RESIDENTIAL (> 4,600 SF)
CLASE3  RESIDENTIAL (4,301 - 4,600 SF)
CLASS 4 RESIDENTIAL (3,901 - 4,300 SF}
CLASSS  RESIDENTIAL (3,701 - 3,900 SF)
CLASS6  RESIDENTIAL (3,401~ 3,700 SF)
CLASS7  RESIDENTIAL (2,801 - 3,400 SF)
CLASS§  RESIDENTIAL (<= 2,900 SF)

TOTAL MAXIMUM SPECIAL TAXES

VIL DEST SERVICE COVERAGE
GROSS DEBT SERVICE COVERAGE FROM 15T BOND AND 70 UNITS®

GROSS DEBT SERVICE COVERAGE *
NET DEBT SERVICE COVERAGE **

Draft - Unaudited Page 3
201112 201213 2013-14 201415 201516 2016.17 201718 201819 201520 2020-21
2012 2013 2014 2015 2018 2017 018 e 2020 2021
s $0 $0 $0 $0 o $0 0 50 $0
$0 50 $0 $0 50 0 30 80 30 $a
0 30 0 30 50 $15,349 $15,656 315,989 $16,288 3165614
30 $0 38,953 9,132 39,314 $9,50% $9.691 $9,884 $10,082 $10,284
50 30 88,172 $8,338 88,502 $8.673 $8,846 35,023 $9,203 $9,387
30 30 $7.547 $8,106 $8,268 $8,433 $8,602 $8.774 $8,950 $9,129
30 $7,247 $7,382 $7.540 $7,601 $7.844 $8,00t 38,161 $8,325 $8,491
30 $7.121 $7,263 $7,408 $7,557 $7,708 37,862 58018 $8,180 $8,343
s0 $8,774 38,909 $7,047 $7,188 $7,332 $7.479 $7.628 37,781 $7,937
o $6,300 36,427 36,555 $6,688 36,820 38,956 $7.085 $7.237 §7,382
$1,512,236 $1,423,062 $1,177.480 $848,989 $4B4,666 {0 {s0) {80} {30} {30)
30 50 50 30 30 $0 S0 so o 50
30 30 0 0 30 $230,234 $234,828 $238,538 $244,328 3249213
$0 50 $17.905 345,650 $74,515 $104,507 $108,558 $108.728 $110,804 513,122
$0 so $40,034 $108,365 $178,552 $280,178 $265,379 $270,887 $276,100 $281,623
$0 $0 $15.894 $40,530 388,145 $101,202 $103,226 $105,200 $107,396 $109,5¢4
$0 521,741 359,135 $113,008 $176,883 $211,798 3216034 $220,355 $224,762 5229257
s0 $28,483 358,106 $96,310 $136,019 $154,155 $157,238 $160,383 $163,591 $165,863
0 $20,321 $62,183 $112.758 $172,520 $219,953 52243653 $228,850 $233,427 $238.095
30 $12501 $25,706 338,330 $60,175 $68,190 369,563 £70,954 $72373 $73,820
$1,512,236 $1,508,209 31,485,423 $1,408,038 $1,3294T5 $1,350,234 $1,377.239 $1,404,784 $1,432,879 $1,451,537
NA NA NA 110.07% 112.27% 193.27% 113.27% 11327% 11327% 113.27%
NA NA NA NA NA NA NA 110.03% 110.84% 110.84%
NA NA NA NA NA NA NA 111.40% 114,43% 114.36%

* MEAXALI SPECIAL TAXES LESS CFD ADMINISTRATION, INVIDED BY GROSS DERT SERUICE

e ALV SPELIAL TAYES LESS CFD ADMINISTRATION PLUS RESERTE EARNINGS, DIVTDED BY GROISS D¥ERT SERINCE
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Baad Taussg & Aszociates, inc.

D420 %

BI200PM
Scenario 2: 8.0% Average Coupon Rate (Taxspread #53)
Sale #1 (70 DU/R.0%) Sale #2 (85 DU/S.0%)
Sep 2014 Jan 2017
Bond Amount $5,370,000 $9,950,000
Bond Proceeds $3,906,000 $7,699,029
Total Pay-As-You-Go Funds to City through Sale #1 $108,044
Total Pay-As-You-Go Funds to City from Sale #1 through Sale #2 ST
Pay-As-You-Go to City Actusl Amount
Sale #1 (70 DU/B.0%) Through Sale #1 Sele #1 (70 DU/B.0%)
Bond Proceeds split 60/40 Percentage lacated to CUSD and Ci
[CUSD K-12 School Facilities 0 % $0
$2.343.600 0% $2.451.644
Subtotal to CUSD $2,343,600 60% $2,451,644
City of San Juan Capistrano Public Facilities & Fees (88% of wotal allocated to City) $1.374912 35% ($95,079, $1,279,833
Subtotal to City $1,562,400 40%% ($108,044 $1,454,356
Total $3,906,000 100% ($108,044 $3,906,000
Pay-As-You-Go to City Actual Amoum}
Sale #2 (85 DU/8.0%) Through Sale #2 Sale #2 (85 DU/B.O%)
Bond Proceeds split 60/40 Percentage split 60/40] Allocated to CUSD and Cit
CUSD K-12 School Frcilities $1,772,40 3% NA| $2,483 377
% NA|
Subtotal to CUSD $4,619417 60% NA $5,330,589
{{City of San Juan Capistrano Public Facilities & Fees (88% of total allocated to City) $2,710,058 5% (5625,831 $2,084,227
Subtotal 10 City $3,079.612 40% ($714,172 $2,368,440
$7,699,020 100% F1LY72 659,029
[SUMMARY OF PROCEEDS Bond Proceeds]  Poy-As-You-Go Totall Aniount per DU {155 DUs!
D Proceeds K-12 School Facilities 483,577 $11,864,189 $14,347,766 , 36
$5.208,656 $701.344 $£6.000.000 £38710
Subtotal to CUSD $7,782,233 $12,565,533 $20,347,766 b
City of San Juan Capistrano Proceeds Public Fecilities & Fees $3,364,060 $720910 $4,084,970 $26,355
Subtotal o City $3,822,796 $819,216 $4,642,012 $29.948
UTotal $11,605029 $13,384,749 $24,989.778 $161,224
Bond Procecds]  Pay-As-You-Go “Total]] Amount per DU (158 Dgag
12 School Facililies $1,962,807 $4.931,427 $6,894,234 479
al.la $4.420537 £397.973 $312.436
5D $6,392,344 $5,529,400 $11,921,744 $76,914
City of San Juan Capistrano Proce $2,784,962 $595,3717 $3,380,339 $21,809
ity of Sa 4 apistrano Proce $379.268 81188 $460.956 32974
| $3,164,730 $676,565 $3,841,295 $24,7183
{[Tot $9,557,074 $6,205,965 $15,763,03% $101 697
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EXHIBIT “E”

DESCRIPTION OF SCHOOL FACILITIES
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DESCRIPTION OF SCHOOL FACILITIES

K-12 School Facilities

K-12 school sites and facilities (“School Facilities”) with a useful life of at least five (5) years,
including classrooms, ancillary facilities, and on-site office space at such School Facilities;
additionally, furniture, equipment and technology with a useful life of at least five (5) years at
such School Facilities, including modernization, rehabilitation, technology upgrades, acquisition
of capacity in existing school facilities funded by other community facilities districts, consistent
with applicable law, and as further described in the Resolution of Intention to Establish CFD No.
2005-1.

Other School Facilities

Central support and administrative facilities, including lease rental payments therefor and
reimbursement by Special Taxes of CFD No. 2005-1 of advanced special tax funding from other
community facilities districts as to proportionate allocations thereof, as well as interim housing
and transportation facilities with a useful life of at least five (5) years; additionally, furniture,
equipment and technology with a useful life of at least five (5) years, all as further described in
the Resolution of Intention to Establish CFD No. 2005-1.
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MELLO ROOS DISTRICTS
CAPISTRANO UNIFIED SCHOOL DISTRICT
STATEMENT OF LOCAL GOALS AND POLICIES
CONCERNING THE USE OF THE
MELLO-ROOS COMMUNITY FACILITIES ACT
OF 1982, AS AMENDED

Pursuant to Section 53312.7 of the California Government Code, the Board of Trustees of the
Capistrano Unified School District (hereafter the “Board”) hereby states its goals and policies
concerning the use of Chapter 2.5 of Part 1 of Division 2 of Title 5 of the Government Code of
the State of California (hereafter the “Act”) in providing adequate school housing, facilities and
equipment for future students of the Capistrano Unified School District (“CUSD"). The
following goals and policies shall apply to all community facilities districts (each a “CFD”)
hereafter formed by CUSD. Any policy or goal stated herein may be supplemented or amended
or deviated from upon a determination by the Board that such supplement, amendment or
deviation is necessary or desirable, and any policy or goal stated herein shall be deemed
amended or supplemented in the event, and as of the date, if ever, that such amendment or
supplement is required to ensure compliance with the Act or any other laws of the State of
California or federal laws of the United States of America.

L Priority that Various Kinds of Public Facilities Shall have for Financing Through the Use

of the Act.

It is the policy of CUSD to give first priority to the provision of school facilities through
the use of the Act. It is secondarily the policy of CUSD to assist in the provision of other
public facilities when to do so will, in the sole discretion of the Board acting as the
legislative body of the affected CFD, result in a savings to taxpayers residing within or
owning property within the CUSD boundaries.

I1. Credit Quality to be Required of Bond Issues, Including Criteria to be Used in Evaluatin
the Credit Quality.

It is the policy of CUSD to refrain from the issuance of any CFD bonds unless at the time of
issuance of any CFD bonds, (i) special tax revenues from that CFD are reasonably expected
to provide at least 110% debt service coverage for each year of the term of such bonds; and
(i) such CFD establishes, and covenants to cause special taxes to be levied in an amount
sufficient to maintain, for the term of such bonds (provided, however, that depletion may
occur to pay debt service in the last 2 years of such term), a reserve fund securing such bonds
in an amount equaling the lowest of (1) ten percent (10%) of the original proceeds of such
bonds, or (2) the largest amount, for any bond year during the term of such bonds, of
principal and interest payable on such bonds, or (3) one hundred twenty-five percent (125%)
of the average amount payable, for any bond year, of principal and interest on the outstanding
bonds of such bond issue. Further, it is the policy of CUSD to comply with all provisions of
the Act including, but not limited to, Section 53345.8, as such Section may be amended from
time to time. If the criteria set forth above are met, such bond issues need not be rated by
nationally-recognized rating agencies.
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II.  Steps to be Taken to Ensure that Prospective Property Purchasers are Fully Informed
About Their Taxpaying Obligations.

It is the goal of CUSD that all taxpayers residing within, or owning property within, the
boundaries of a Mello-Roos district heretofore or hereafter established by CUSD will
receive the form of notice required by Section 53341.5 of the Act, at the time set forth
therein, as such Section may be amended from time to time. In order to comply with this
goal, it is the policy of CUSD to provide Section 53340.2 notice of special tax to any
individual requesting such notice or any owner of property subject to a special tax levied
by CUSD within five working days of receiving a request for such notice.

IV.  Criteria for Evaluating the Equity of Tax Allocation Formulas, and Concerning Desirable
and Maximum Amounts of Special Tax to be Levied Against Any Parcel.

It is the goal of CUSD that each taxpayer residing within, or owning property within, the
boundaries of any CFD hereafter established by CUSD pay special taxes which reflect, as
nearly as practicable, such taxpayer’s fair and reasonable share of their projected benefit
from, and/or burden upon, the facilities to be financed by such CFD. It is the goal of
CUSD that maximum Mello-Roos special taxes on residential owner-occupied property,
when taken together with ad valorem taxes, any other special taxes levied pursuant to the
Act and assessments applicable to such property, do not exceed in any year two percent
(2%) of the greater of the assessed value or appraised value of such property.
Nevertheless, special taxes on residential owner-occupied property, when taken together
with ad valorem taxes, any other special taxes levied pursuant to the Act and assessments
applicable to such property, may exceed in any year two percent (2%) of the greater of
the assessed value or appraised value of such property if CUSD determines at the time of
formation of a CFD that over the term of the bonds, the special taxes, ad valorem taxes
and assessments are expected to average two percent (2%) or less per year of the greater
of the assessed value or appraised value of such property. It is further the policy of
CUSD to comply with the provisions of Section 53321 of the Act with respect to the
escalation of maximum taxes.

V. Definitions, Standards, and Assumptions to be Used in Appraisals Required by Section
53345.8.

General

The appraiser undertaking the appraisal of real property in connection with the issuance of bonds of a
CFD formed by CUSD shall be designated an MAl, Member of the Appraisal Institute, at the time of
appraisal. He/she shall be an independent appraiser contractor and represent himself/herself to be
well qualified to perform the appraisal services required. Such appraiser shall certify that he/she is
thoroughly familiar with the recognized and acceptable appraisal methods, techniques and Standards
of Professional Practice and Code of Ethics as set forth by the Appraisal Institute and Uniform
Standards of Professional Appraisal Practice of The Appraisal Foundation.

MELLO ROOS DISTRICTS
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In the preparation of the appraisal report the appraiser shall follow professional appraisal
practices utilizing such methods and approaches to value as are appropriate for the specific
property being appraised. Should certain approaches to value, or requirements covered in these
specifications, not be applicable to the assignment at hand, the appraiser can fulfill the obligation
herein by identifying that approach or requirement together with a brief explanation of its
omission (i.e., an appraisal involving land only).

Generalizations and unsupported assumptions by the appraiser relating to the existence of
infrastructure, utilities, improvements, grading, access, soil conditions, topography, etc., and/or
an estimated Highest and Best Use which differs from the present or permitted use and zoning
are unsatisfactory in reports to be submitted relating to the issuance of CFD bonds, These items
must be confirmed or justified by patterns of growth and demand trends, as indicated in the area,
city and neighborhood analyses. As a minimum, the appraisal report must comply with the
appraisal requirements set forth below.

The appraiser should use precise definitions of terms, as some readers of appraisals are from
outside the real estate profession. Examples of definitions include bulk acreage sales, bulk
discounts, aggregate retail value, quick sale valuation, etc.

Appraisal Criteria.

A. The definitions to be used in appraisals required by Section 53345.8 of the Act shall
include, but shall not be limited to, the following:

“Market Value” means the most probable price in cash, terms equivalent to cash, or in other
precisely revealed terms, for which the appraised property will sell in a competitive market under
all conditions requisite to fair sale, with the buyer and seller each acting prudently,
knowledgeably, and for self-interest, and assuming that neither is under undue duress.
Fundamental assumptions and conditions presumed in this definition are:

1. Buyer and seller are motivated by self-interest.

2. Buyer and seller are will-informed and are acting prudently.

3. The property is exposed for a reasonable time on the open market.

4. Payment is made in cash, its equivalent, or in specified financing terms.

5. Specified financing, if any, may be the financing actually in place or on terms
g:?:rally available for the property type in its locale on the effective appraisal

6. The effect, if any, on the amount of market value of atypical financing, services, or

fees shall be clearly and precisely revealed in the appraisal report.
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“Scope of the Appraisal” means it is the intent of the appraisal that all appropriate data
considered pertinent in the valuation of the subject property be collected, confirmed and reported
in conformity with the Uniform Standards of Professional Appraisal Practice.

“As Is” means the state of development of the subject property and the level of entitlements
obtained with respect to the subject property as of the date of value of the appraisal.

“Fee Simple Interest” means absolute ownership unencumbered by any other interest or estate;
subject only to the limitations of eminent domain, escheat, police power, and taxation.

B. The standards to be used in Appraisals required by Section 53345.8 of the Act are as
follows:

L the appraisal shall be prepared by an appraiser licensed by the State of California
at the time of appraisal; and

2. the appraisal shall be prepared for the purposes of publication by any of CUSD,
an underwriter or an authorized purchaser of bonds in connection with the
contemplated CFD financing; and

3. the appraisal shall be consistent with a market absorption study, prepared by an
experienced market absorption analyst, with respect to the development of the
property which is the subject of the appraisal; and

4, the appraiser shall be the agent of CUSD rather than the agent of any developer
in the subject CFD.

C. The assumptions to be used in the Appraisals required by Section 53345.8 of the Act
shall include, but shall not be limited to, the following:

1. Title to the property is assumed to be good and marketable unless otherwise
stated.

2, The property is appraised free and clear of any or all liens or encumbrances unless
otherwise stated.

3. Responsible ownership and competent property management are assumed.

D.  The contents of the appraisal report shall include, but shall not be limited to, the

following:
1. Statement of Limiting Conditions and Assumptions.
MELLO ROOS DISTRICTS
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2. Certification of Appraiser and Permission to Reproduce and Use Report as
Required for Bond Issuance.

3. Purpose of Appraisal - This shall include the reason for the appraisal, a definition
of all values required, and property rights appraised.

4, Primary Assumption - The appraiser will process the valuation of subject
properties assuming only improvements which are completed as of the date of
value or for which current financing has been irrevocably obtained, e.g., proceeds
of current bond issue.

5. Legal Description - This description shall be complete so as to properly identify
the property appraised.

6. Property Data - All information pertinent to the current state of the property shall
be considered.

7. Zoning - Describe the zoning for the subject and comparable properties and if
rezoning is imminent, discuss further.

8. Analysis of Highest and Best Use - The report shall state and support the highest
and best use to which a property can be put and recognize that land is appraised as
though vacant and available for development to its highest and best use, and the
improvements are based on their actual contribution to the site. If the highest and
best use is based on a “Land Use” study provided by the developer, the
appraiser’s investigation and study supporting the conclusion that said land use is
reasonable must be included in the report.

9. Proposed Construction - The report shall describe the construction in the manner
proposed by the developer, based on the appraiser’s study of construction
drawings and/or interviews with engineers and architects responsible for project
design which support such construction.

10.  Sales Comparison Approach to Value -

a. Land - Direct Comparison - The appraiser’s opinion of the value of the land
shall be supported by confirmed sale prices of comparable, or nearly
comparable, lands having like optimum uses.

b. Subdivision or Developmental Approach - All variables contained within this
approach shall be appropriately supported.

(1) Costs of Development - Land: Direct Costs

MELLO ROOS DISTRICTS
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1.

12.

13.

14,

I5.

16.

All land improvement costs shall either be estimated by developer’s independent
civil engineer or, if based upon “in-house™ estimates, these costs shall be
presented in the report in sufficient detail so that they may be reviewed by a
qualified civil engineer.

Estimates made by appraiser or “rules of thumb” are not acceptable.

(2) Costs of Improvement - Structures - Appraisers shall check for
reasonableness the developer’s costs of constructing structures for work
in progress and cite sources of cost data.

(3) Discount Rates - Appraisals should have an adequate discussion and
support/reasoning for discount rate derivation.

Value Estimate; Cost Approach, if Applicable - This section shall be in the form
of computation data, arranged in sequence beginning with reproduction or
replacement cost, and shall state the name of the source of all cost estimates (i.e.,
engineering firm, contractor, cost estimating service, etc.).

The dollar amounts of physical depreciation and functional and economic
obsolescence, or the omission of same, shall be explained in narrative form.

Income Approach to Value - This approach should include a discussion on the
leasing (rental) status of subject property (i.e., percent occupied, rental rates,
concessions, terms, rental adjustments, etc.).

Mass Appraisal Techniques - It may be appropriate for projects that have built-out
and occupied product to use mass appraisal techniques.

Interpretation and Correlation of Estimates - The appraiser shall interpret the
foregoing estimates and shall state his/her reasons why one or more of the
conclusions reached in Items 10 through 13 are indicative of the market value of

the property.

Value Allocations —- Appraiser should report values by ownerships or assessor
parcel numbers. In CFDs where production units have been built and
sold/occupied, these separate ownerships may be grouped together by logical
categories (e.g., by tract, etc.).

These value allocations are necessary for preparation of the Official Statement for
bond sale offerings.

Exhibits —- The appraisal report must contain sufficient exhibits to assist the
reader in understanding the appraisal.

V1. Priority Access Policy.

MELLO ROOS DISTRICTS
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It is the goal of CUSD that priority attendance access to a CFD-financed school is given
to students, to the extent provided by law, residing in such CFD, where the residents of
such CFD have paid special taxes which have, in whole or in part, financed the
construction of such CFD facilities. The degree of priority shall reflect the proportion of
each school’s financing provided through the CFD. (Government Code 53312.7).

Because annual enrollment growth cannot be accurately predicted, it may not be possible
to guarantee all CFD residents space in CFD-funded schools. Consequently, the goal of
providing a direct benefit to CFD taxpayers may come into conflict with other concerns
which must be balanced by the Board. The Superintendent shall develop regulations to
determine the manner in which the CFD priority shall be determined for District schools.
Those regulations shall incorporate this policy, other considerations allowed by law, and
other applicable board policies such as the District’s attendance boundary and residency
policies, federal, state, or court mandates; transportation needs, safe pedestrian routes;
grade level for which facilities were designed; and ensuring students’ continuity of
schooling within any single school year, For reasons which may include, but shall not be
limited to, those set forth above, the Board may deny access to CFD-financed schools to
any student.

Nevertheless, unless the Board determines that overriding reasons exist for denying such
access, it is the policy of CUSD that any student living within a CFD shall be allowed the
option of attending a school constructed with Mello-Roos special taxes of that CFD.

The proceeds of any bonds, notes or other securities issued pursuant to the Mello-Roos Community
Facilities Act shall be deposited or invested in accordance with Government Code 53356.03.
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	Section 1.0 Recitals.
	Section 2.0 Definitions.  The capitalized terms used in this F/A Agreement that are not otherwise defined elsewhere in the F/A Agreement shall have the meaning set forth below.
	Section 3.0 Purpose and Covenants.
	3.1 Satisfaction of School Facilities Obligation.  The purposes of this F/A Agreement include establishing a method of funding the School Facilities needed to house Project Students, the Incremental Payment Obligation and the City Facilities to the ex...
	(a) Exercise any power or authority (under Section 17620 of the California Education Code or any other provision of applicable law) to levy a fee, charge, dedication, or other form of requirement against any Dwelling Unit or any development undertaken...
	(b) require the City, County, or any other governmental entity to exercise, or cooperate with the City or any other governmental entity in the exercise of the power under Title 7, Division 1, Chapter 4.7 of the California Government Code (commencing w...
	(c) oppose development (including but not limited to commercial, industrial or residential development) within the Property on the basis of inadequate school facilities or seek other forms of mitigation with respect to the adequacy of school facilitie...
	(d) The foregoing provisions of this Section 3.1 shall terminate upon issuance of the initial building permit for the last of the 155 Dwelling Units on the Property.

	3.2 School District Acknowledgement.  School District acknowledges that performance of the terms of this F/A Agreement will make adequate provision for school facilities needed to house the Project Students.  School District authorizes the Deputy Supe...
	3.3 F/A Agreement Unaffected By Changes in Law.  School District, CFD No. 2005-1, WHLLC, and Landowner agree that each Party has negotiated in good faith to reach accord on this F/A Agreement, and as such, the F/A Agreement is a legally binding contra...
	3.4 Termination of Prior Mitigation Agreements and Effectiveness of F/A Agreement.  The Prior Mitigation Agreements shall be terminated and this F/A Agreement shall become effective upon completion of the S/T Revision Proceedings (“Effective Date”).  ...

	Section 4.0 State Funds.
	4.1 Pursuit of State Funds.  School District reserves the right, but not the obligation, to pursue legally available State funding in connection with the School Facilities.
	4.2 Application of State Funds.  School District may apply State funding received by it to the acquisition and/or the construction of any School District improvements permitted by law.  Neither the receipt nor the application of any State funding by S...

	Section 5.0 Certificates of Compliance.
	5.1 Issuance of Certificates of Compliance.  At Landowner’s request, the School District shall issue Certificates of Compliance for each of the 155 Dwelling Units to be constructed within the Property.

	Section 6. Statutory School Fees.
	6.1 Commercial/Industrial and Senior Dwelling Unit Development.  Any ”Commercial/Industrial” or “Senior Dwelling Unit” development within the Property is, and shall be, subject to the Special Taxes of CFD No. 2005-1, as provided in the First Amended R...
	Section 7.0 Funds Advance by WHLLC, by Landowner, and Reimbursement of CFD No. 2005-1 Costs.
	7.1 WHLLC, subject to reimbursement from proceeds of Bonds of CFD No. 2005-1, deposited with School District the sum of $100,000 pursuant to the Prior Mitigation Agreements, which agreements have been assigned by WHLLC to Landowner.  CFD No. 2005-1 h...

	Section 8.0 Community Facilities District No. 2005-1.
	8.1 Use of Special Tax Proceeds.
	(a) Prior to the issuance of the First Series of Bonds (described below), CFD No. 2005-1 shall levy Special Taxes on all Assessor’s Parcels classified as Developed Property at 100% of the Assigned Special Tax amount pursuant to the First Amended RMA a...
	(b) Following the issuance of the First Series of Bonds (defined below), School District shall continue to levy Special Taxes on all Assessor’s Parcels classified as Developed Property at 100% of the Assigned Special Tax amount pursuant to the First ...
	(c) From and after the first fiscal year following the issuance of the Second Series of Bonds all Special Taxes remaining after funding the first, second and third priorities described in Section 8.1(b) above shall be deposited in the Special Fund an...

	8.2 Issuance of Bonds and Allocation of Bond Proceeds.
	(e) The proceeds of the First Series of Bonds and Second Series of Bonds shall be allocated according to the priority specified in (i)-(iv) below:
	(i) First, to fund all costs of issuance including the “Reserve Fund” for the Bonds, capitalized interest for the period required to collect sufficient Special Taxes through the annual levy of applicable Special Taxes, Underwriter’s discount, bond cou...
	(iii) Third (with respect to the Second Series of Bonds only), to fund an amount to be paid to Landowner equal to the expended portion of the deposit made by Landowner pursuant to Section 8.2(b) above relating to the Second Series of Bonds; and
	(iv) Fourth, (A) (with respect to the First Series of Bonds), 60% of the proceeds of the Bonds remaining after funding (i) and (ii) with respect to the First Series of Bonds, plus an amount equal to the amount of Special Taxes deposited in the Special...

	(f) By way of example only, set forth on Exhibit “D” are assumed sizings of Bonds for a First Series of Bonds and a Second Series of Bonds, and the allocation of the proceeds of such Bonds in accordance with Section 8.2(e) above, prepared by David Ta...

	8.3 Deposit of Bond Proceeds.  The “School Facilities Account” shall include two subaccounts designated in the Indenture as the “Project Subaccount” and the “Incremental Payment Subaccount.”  Of the amount of net proceeds of the Bonds deposited in the...
	8.4 Disbursements from School Facilities Account and City Facilities Account.  Funds may be disbursed from the Project Subaccount by CFD No. 2005-1 to fund School Facilities, as described on Exhibit “E,” consistent with applicable law as reasonably de...
	8.5 Incremental Payment Obligation.    WHLLC agrees that within ten (10) days following the Effective Date it shall transfer the WHCFD Note to Landowner and Landowner agrees it shall, in turn, cancel and return the WHCFD Note to CFD No. 2005-1 and acc...
	Incremental Payments shall be made on each of the following dates (each, a “Payment Date”) from and in the amount of all funds on deposit in the Incremental Payment Subaccount and the Special Fund, respectively: (i) from the Incremental Payment Subacc...
	If CFD No. 2005-1 (i) fails to deposit funds in the Special Fund or Incremental Payment Subaccount, (ii) improperly disburses funds from the Special Fund or Incremental Payment Subaccount, (iii) fails to make an Incremental Payment on a Payment Date, ...
	8.7 First Amended Rate and Method of Apportionment; Notice to Homeowners.  Landowner acknowledges that CFD No. 2005-1 intends to, and agrees that CFD No. 2005-1 is authorized by law and this F/A Agreement, and the First Amended RMA provides for the le...
	8.10 Other Special Taxes or Assessments.  Landowner agrees not to petition for or consent to the authorization or levy of any special taxes or assessments on the Property other than as provided herein, which will cause the sum of real property taxes, ...

	Section 9.0 Representations, Warranties and Covenants of School District.
	9.1 School District and CFD No. 2005-1 represent and warrant to, and covenant with the Landowner that:
	(a) School District is a school district of the State, and CFD No. 2005-1 is a community facilities district of School District, each is organized and operating pursuant to the Constitution and laws of the State and each has all necessary power and au...
	(b) The execution and delivery by School District and CFD No. 2005-1 of this F/A Agreement and compliance by School District and CFD No. 2005-1 with the provisions hereof, will not conflict with, or constitute a violation of or default under, the Cons...
	(c) To the best knowledge of School District and CFD No. 2005-1 there are no actions, suits or proceedings of any court or governmental agency or body pending or threatened against School District or CFD No. 2005-1, in any way contesting or effecting ...
	(d) Neither School District nor CFD No. 2005-1 is in breach of or default under any applicable law or administrative regulation of the State or the United States or any applicable judgment or decree or any loan agreement, indenture, bond, note, resolu...
	(e) CFD No. 2005-1 shall assume the defense of, indemnify and save harmless, Landowner, its officers, employees and agents, and each and every one of them, from and against all actions, damages, claims, losses or expenses of every type and description...
	(f) School District shall not oppose on the grounds of inadequate school facilities any application by Landowner, or Landowner’s successors or assigns, to obtain land use entitlements for, and to proceed with the development of, approximately four acr...


	Section 10.0 Representations, Warranties and Covenants of the Landowner.
	10.1 Landowner and WHLLC represent and warrant to, and covenant with, the School District and CFD No. 2005-1 that:
	(a) Landowner  and WHLLC each is a limited liability company, organized and existing pursuant to the laws of Delaware, and each has all necessary power and authority to enter into and perform their duties under this F/A Agreement and, when executed an...
	(b) To the best knowledge of the undersigned officers of the Landowner and WHLLC, based upon due inquiry, the execution and delivery by Landowner and WHLLC of this F/A Agreement and compliance by Landowner and WHLLC with the provisions hereof, will no...
	(c) To the best knowledge of the undersigned officers of the Landowner and WHLLC, based upon due inquiry, there is no action, suit or proceeding of any court or governmental agency or body pending (with service of process on the Landowner or WHLLC hav...
	(d) To the best knowledge of the undersigned officers of the Landowner and WHLLC, based upon due inquiry, neither Landowner nor WHLLC is in breach of or default under any applicable law or administrative regulation of the State or the United States or...
	(e) Neither Landowner nor WHLLC shall sue School District or CFD No. 2005-1, or join in any lawsuit or actively participate in any lawsuit against School District or CFD No. 2005-1 regarding the validity of the formation of CFD No. 2005-1, the authori...
	(f) Landowner, on behalf of itself and its successors and assigns, agrees to fully and promptly cooperate with School District and CFD No. 2005-1 in complying with Rule 15c2-12 of the Securities and Exchange Commission (“Rule 15c2-12”) in connection w...
	(g) The Parties recognize that California SB 165, Chapter 535 of the Statues of 2000, became effective on January 1, 2001.  SB 165 provides new disclosure and reporting requirements for a local bond measure that is the subject of voter approval and wh...
	(h) Landowner agrees to, in connection with the issuance of Bonds, certify as of the date on the preliminary official statement and the final official statement, respectively, that all of the information provided by Landowner that is included in the p...
	(i) In addition, solely as to the information provided by Landowner, as indicated in Section 10.1(h) concerning the Landowner, its affiliates and the development of the Property, and subject to the limitations and exclusions set forth in Section 10.1(...


	Section 10.2 Landowner Indemnification.
	Section 11.0 Miscellaneous.
	11.1 Successors and Assigns.  All of the covenants, stipulations, promises, and agreements contained in this F/A Agreement by or on behalf of, or for the benefit of, either of the Parties hereto, shall bind or inure to the benefit of any of the succes...
	11.2 Amendment.  This F/A Agreement may not be amended except in writing by Landowner, WHLLC, CFD No. 2005-1, and School District, duly executed by their authorized agents.
	11.3 Severability.  If any provision of this F/A Agreement shall be held invalid, illegal or unenforceable, the validity, legality and enforceability of the remaining portions hereof shall not in any way be affected or impaired thereby.
	11.4 Entire Agreement.  Upon the Effective Date, this F/A Agreement shall supersede and cancel the Prior Mitigation Agreements.  Each Party to this F/A Agreement acknowledges that no representation by any Party which is not embodied herein or in any o...
	11.5 Attorney Fees.  In the event of any action or proceeding brought by one Party against another under this F/A Agreement, the prevailing Party shall entitled to recover its reasonable attorney fees, costs and expenses incurred in such action or pro...
	11.6 Execution.  This F/A Agreement may be executed in several counterparts each of which shall be an original and all of which shall constitute but one and the same agreement.
	11.7 Notices.  All correspondence, notices or certificates required by this F/A Agreement shall be sufficiently given and served if delivered by hand directly to the offices named below or sent by United States first-class mail postage prepaid and add...
	11.8 Exhibits.  The Exhibits attached hereto are deemed incorporated into this F/A Agreement in their entirety by reference.
	11.9 Time.  Time is of the essence in this F/A Agreement and in each and every term, provision and condition hereof.
	11.10 Remedies Cumulative.  No remedy or election hereunder shall be deemed exclusive but shall, wherever possible, be cumulative with all other remedies at law or in equity.  The waiver or failure to enforce any provision of this F/A Agreement shall ...
	11.11 Construction.  The Parties hereto acknowledge and agree that each has been given the opportunity to review this F/A Agreement with legal counsel independently, and/or has the requisite experience and sophistication to understand, interpret, and ...
	11.12 No Representations.  Landowner, WHLLC, CFD No. 2005-1, and School District each acknowledge and agree that neither the other Party, nor any agent, representative, or attorney of the other Party, has made any promise, representation or warranty w...
	11.13 Future Cooperation.  Landowner, WHLLC, CFD No. 2005-1, and School District shall hereafter execute and deliver, or cause their respective attorneys to execute and deliver, any and all further documents and instruments, furnish any information, a...
	11.14 Choice of Law.  This F/A Agreement has been negotiated and executed in the State of California and shall be governed and construed by the laws of that state without regard to the conflicts of laws principles.
	11.15 Captions.  The captions, headings, and titles to the various articles and paragraphs of this F/A Agreement are not a part of this F/A Agreement, are for convenience and identification only, and shall have no effect upon the construction or inter...
	11.16 No Third Party Benefit.  This F/A Agreement is by and between the Parties named herein, and unless expressly provided in the foregoing provisions no third party shall be benefited hereby.  This F/A Agreement may not be enforced by anyone other t...
	11.17 Mediation Prior to Litigation.  It is the intent of the Parties to attempt to resolve any differences arising from this F/A Agreement through mediation prior to the initiation of litigation.  In the event of any disagreement over the meaning or ...
	11.18 Authority of Signatories.  Each of the individuals signing this F/A Agreement warrants and represents that (a) he or she has full authority to execute this F/A Agreement on behalf of the Party for whom he or she signs, and (b) he or she is actin...
	[Signature Page Follows]




