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NOTICE OF SPECIAL TAX LIEN

COMMUNITY FACILITIES DISTRICT NO. 2006-1
(EAST GARRISON PROJECT)
EAST GARRISON PUBLIC FINANCING AUTHORITY

Pursuant to the requirements of Section 3114.5 of the Streets and Highways Code and Section
53328.3 of the Government Code, the undersigned, as the Secretary of the East Garrison Public
Financing Authority (the “Authority™), hereby gives notice that a lien is hereby imposed upon
the parcels listed in Exhibit A attached hereto to secure payment of a special tax which the
Governing Board of the Authority is authorized to levy. The special tax secured by this lien is
authorized to be levied for the purpose of paying for certain authorized public capital, including
paying principal and interest on special tax bonds, the proceeds of which are being used to
finance a portion of the cost and expense of those facilities.

The special tax is authorized to be levied within the Authority’s Community Facilities District
No. 2006-1 (East Garrison Project) (“CFD No. 2006-17), which has been officially formed, and
the lien of the special tax is a continuing lien which shall secure each annual levy of the special
tax and which shall continue in force and effect until the special tax obligation is prepaid,
permanently satisfied, and canceled in accordance with law or until the special tax ceases to be
levied and a notice of cessation of special tax is recorded in accordance with Section 53330.5 of
the Government Code. ' '

The rate, method of apportionment, and manner of collection of the authorized special tax is
shown on Exhibit B attached hereto. The conditions under which the obligation to pay the
special tax may be prepaid and permanently satisfied and the lien of the special tax canceled and -
the procedures for calculating the amount required for prepayment of the special tax are set forth
in Section G of said Exhibit B.

Notice is further given that upon the recording of this notice in the office of the Monterey
County Recorder, the obligation to pay the special tax levy shall become a lien upon all
nonexempt real property within CFD No. 2006-1 in accordance with Section 3115.5 of the
Streets and Highways Code.
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Signature G%CUJ@U%7 " (Seal)
/AN

Reference is made to the Boundary Map of CFD No. 2006-1 (the “Boundary Map™), recorded on April
20, 2006, in Book 4 of Maps of Assessment and Community Facilities Districts, at page 87, in the
office of the County Recorder of the County of Monterey. All of the property which is subject to this
special tax lien is situated within the boundary of CFD No. 2006-1 as shown on the Boundary Map.

For further information concerning the current and estimated future special tax liability of owners or
purchagers of real property within CFD No. 2006-1 and subject to this special tax lien, interested
persons should contact the office of the Monterey County Auditor-Controller, 168 West Alisal Street,
Salinas, CA 93901, telephone 831-755-5015.

Dated: E&WQG b6 2069 DARLENE DRAIN
Secretary

East Garrison Public Financing Authority

v

CALIFORNIA ALL-PURPOSE ACKNOWLEDGMENT

STATE OF CALIFORNIA )
JSS.

COUNTY OF MONTEREY )

On January 26, 2007, before me, _Cynthia Juarez , Notary Public, personally appeared _Darlene
Drain , personally known to me (or proved to me on the basis of satisfactory evidence) to be the
person(sywhose name(s) is/ars subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in histher/their authorized capacity(ies), and that by his/her/theit
signature(s) on the instrument the persons(s); or the entity upon behalf of which the persongsy acted,
executed the instrument.

WITNESS my hand and official seal.

Commission # 1678448  §
Notary Public - Calfomio  §

Monteray Counly :
My Comm. Exphes.Jun 16, 2010
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EXHIBIT A

List of Parcels Subject to the Special Tax

The following is the list of parcels, which, as of the date of recordation of this Notice of Special
Tax Lien, are subject to the special tax obligation of CFD No. 2006-1. This list is subject to
modification without recordation of any further instrument, in accordance with the terms and
conditions of the Rate and Method of Apportionment, attached to this Notice of Special Tax Lien
as Exhibit B.

Owner Assessor’s Parcel Number Acres
East Garrison Partners I, LLC, 031-011-037 245.3 acres
a California limited liability company 031-011-038 in Total
031-161-006
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EXHIBIT B
RATE AND METHOD OF APPORTIONMENT OF SPECIAL TAX

A Special Tax applicable to each Assessor’s Parcel in CFD No. 2006-1 shall be levied and
collected according to the fax liability determined by the Board, through the application of the
appropriate amount or rate for Taxable Property, as described below. All of the property in CFD
No. 2006-1, unless exempted by law or by the provisions of Section F below, shall be taxed for
the purposes, to the extent, and in the manner herein provided, including property subsequently
annexed to CFD No. 2006-1 unless a separate Rate and Method of Apportionment of Special Tax
is adopted for the annexation area. '

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 or other parcel map recorded with the County.

“Act” means the Mello-Roos Community Facilities Act of 1982, as amended, being Chapter 2.5,
(commencing with Section 53311), Division 2 of Title 5 of the Government Code of the State of

California.

“Administrative Expenses” means any or all of the following: the fees and expenses of any
fiscal agent or trustee (including any fees or expenses of its counsel) employed in connection
with any Bonds, and the expenses of the Authority carrying out its duties with respect to CFD
No. 2006-1, including, but not limited to, levying and collecting the Special Taxes, the fees and
expenses of legal counsel, charges levied by the County Auditor-Controller’s Office, and/or the
Treasurer-Tax Collector’s Office, costs related to annexing property into the CFD, costs related
to property owner inquiries regarding the Special Taxes, amounts needed to pay rebate to the
federal government with respect to the Bonds, costs associated with complying with any
continuing disclosure requirements for the Bonds and the Special Taxes, and all other costs and
expenses of the Authority in any way related to the establishment or administration of CFD No.
2006-1.

“Administrator” means the person or firm designated by the Authority to administer the Special
Taxes according to this RMA.

“Affordable Rental Units” means, in any Fiscal Year, all Residential Units within CFD No.
2006-1 that (1) are rental units that cannot be sold to an individual owner, (ii) have a deed
restriction recorded on title of the property that limits the amount that can be charged to rent the
Residential Units, and (iii) have not in any prior Fiscal Year been taxed as For-Sale Residential
Units.
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“Assessor’s Parcel” or “Parcel” means a lot or parcel shown on an Assessor’s Parcel Map with
an assigned Assessor’s Parcel number.

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

“Auditor Controller” means the Auditor-Controller of the County of Monterey, whose duties
include levying, calculating, accounting for, apportioning, and reporting on the special taxes.

“Authority” means the East Garrison Public Financing Authority.

“Authorized Facilities” means those facilities that are authorized to be funded by CFD No.
2006-1.

“Authorized Services” means those services that are authorized to be funded by CFD No. 2006-
1.

“Board” means the Governing Board of the East Garrison Public Financing Authority.

“Bonds” means any bonds or other debt (as defined in Section 53317(d) of the Act), whether in
one or more series, issued by the Authority for CFD No. 2006-1 under the Act.

“Capitalized Interest” means funds in a capitalized interest account available to pay debt
service on Bonds issued for CFD No. 2006-1.

“CFD” or “CFD No. 2006-1” means the East Garrison Public Financing Authority Community
Facilities District No. 2006-1 (East Garrison Project).

“County” means the County of Monterey.

“Developed Property” means, in any Fiscal Year, all Parcels of Taxable Property for which a
building permit for new construction was issued on or prior to June 30 of the preceding Fiscal
Year.

“East Garrison Vesting Tentative Map” means the vesting tentative map for the East Garrison
project that was approved by the County Board of Supervisors on October 4, 2005.

“Excess Public Property” means the acres of Public Property that exceed the acreage exempted
in Section F below. In any Fiscal Year in which a Facilities Special Tax must be levied on
Excess Public Property pursuant to Step 3 in Section D.1 below, Excess Public Property shall be
those Assessor’s Parcel(s) that most recently became Public Property based on the dates on
which final maps recorded creating such Public Property.

“Facilities Special Tax” means a special tax levied in any Fiscal Year to pay the Facilities
Special Tax Requirement.
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“Iracilities Special Tax Requirement” means the amount necessary in any Fiscal Year (i) to
pay principal and interest, including scheduled sinking fund payments, on Bonds, (i) to pay
- Administrative Expenses that have not been included in the Services Special Tax Requirement
for the Fiscal Year, (iii) to create or replenish reserve funds, (iv) to cure any delinquencies in the
payment of principal or interest on indebtedness of CFD No. 2006-1 which have occurred in the
prior Fiscal Year or (based on delinquencies in the payment of the Facilities Special Taxes which
have already taken place) are expected to occur in the Fiscal Year in which the tax will be
collected, and (v) to construct or acquire Authorized Facilities. The amounts referred to in
clauses (i) and (iii) of the preceding sentence may be reduced in any Fiscal Year by: (i) interest
earnings on or surplus balances in funds and accounts for the Bonds to the extent that such
earnings or balances are available to apply against debt service pursuant to a Bond indenture,
Bond resclution, or other legal document that sets forth these terms; (if) proceeds received by
CFD No. 2006-1 from the collection of penalties associated with delinquent Facilities Special
Taxes; and (iii) any other revenues available to pay debt service on the Bonds as determined by
the Administrator.

“For-Sale Residential Units” means all Residential Units constructed or to be constructed on
Parcels within CFD No. 2006-1 for which building permit were issued for construction of one or
more Residential Units, each of which will be assigned a separate Assessor’s Parcel number and
will be offered for sale to an individual homebuyer. Notwithstanding the foregoing, if a second
unit (i.e., granny flat) is constructed on a Parcel, only the primary Residential Unit on the Parcel
shall be categorized as a For-Sale Residential Unit for purposes of levying the Special Tax
pursuant to this RMA.

“Fiscal Year” means the period starting July 1 and ending on the following June 30.

“Living Area” means the square footage of living area within a Residential Unit as set forth on
the original building permit issued for construction of the Residential Unit, plus any square
footage added as part of an expansion or renovation of the Residential Unit, not including any
carport, walkway, garage, overhang, patio, enclosed patio, or similar area.

“Maximum Facilities Special Tax” means the greatest amount of Facilities Special Tax that can
be levied on an Assessor’s Parcel in any Fiscal Year determined in accordance with Sections C
and D below.

“Maximum Services Special Tax” means the greatest amount of Services Special Tax that can
be levied on an Assessor’s Parcel in any Fiscal Year determined in accordance with Sections C

and D below,

“Other Property” means, in any Fiscal Year, all Parcels of Developed Property that had been
designated for construction of For-Sale Residential Units in the East Garrison Vesting Tentative
Map that are subsequently developed or redeveloped for a use other than residential units.

“Proportionately” means, for Developed Property, that the ratio of the actual Special Tax levied

in any Fiscal Year to the Maximum Special Tax authorized to be levied in that Fiscal Year is
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equal for all Assessor’s Parcels of Developed Property.  For Undeveloped Property,
“Proportionately” means that the ratio of the actual Facilities Special Tax to the Maximum
Facilities Special Tax is equal for all Assessor’s Parcels of Undeveloped Property.

“Public Property” means any property within the boundaries of CFD No. 2006-1 that is
acquired by the federal government, State of California or other local governments or public

agencies.

“Residential Unit” means an individual single-family detached unit, half-plex, duplex, triplex,
fourplex, townhome, condominium, or live/work unit.

“RMA” means this Rate and Method of Apportionment of Special Tax.

“Services Special Tax” means a special tax levied in any Fiscal Year to pay the Services Special
Tax Requirement.

“Services Special Tax Requirement” means that amount necessary in any Fiscal Year to (i) pay
for Authorized Services, (ii} pay Administrative Expenses that have not been included in the
Facilities Special Tax Requirement for the Fiscal Year, and (iil) cure any delinquencies in the
payment of Services Special Taxes levied in prior Fiscal Years or (based on delinquencies in the
payment of Services Special Taxes which have already taken place) are expected to occur in the
current Fiscal Year.

“Single Family Attached Property” means, in any Fiscal Year, all Parcels of Developed
Property for which a building permit was issued for construction of a two or more For-Sale
Residential Units that share common walls.

“Single Family Detached Property” means, in any Fiscal Year, all Parcels of Developed
Property for which a building permit was issued for construction of a For-Sale Residential Unit
that does not share a common wall with another Residential Unit. '

“Special Tax” means, collectively, the Facilities Special Tax and the Services Special Tax.

“Taxable Property” means all of the Assessor’s Parcels within the boundaries of CFD No.
2006-1 which are not exempt from the Special Tax pursuant to law or Section F below.

“Taxable Rental Units” means, in any Fiscal Year, all Residential Units within CFD No. 2006-
I that (i) had been taxed in any prior Fiscal Year as For-Sale Residential Units, (ii) had been
designated for construction of For-Sale Residential Units in the East Garrison Vesting Tentative
Map, or (iii) are available for rent, but not for sale, to the general public but do not have a deed
restriction that limits the amount of rent that can be charged.

“Treasurer-Tax Collector” means the Treasurer-Tax Collector of the County of Monterey,
whose duties include collection, enforcement, and reporting on the special taxes.
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“Undeveloped Property” means, in any Fiscal Year, all Parcels of Taxable Property within
CFD No. 2006-1 that are not Developed Property.

B. DATA FOR ANNUAL ADMINISTRATION OF SPECIAL TAXES

On or about July 1 of each Fiscal Year, the Administrator shall identify the current Assessor’s
Parcel numbers for Taxable Property within CFD No. 2006-1. The Administrator shall then (i)
categorize each Parcel of Taxable Property as Developed Property or Undeveloped Property, (ii)
categorize Developed Property as Single Family Attached Property, Single Family Detached
Property, or Other Property, (iii) determine the Living Area within each For-Sale Residential
Unit, and (iv) determine the Special Tax Requirement. For Single Family Attached Property, the
number of Residential Units shall be determined by referencing the condominium plan, site plan
or other development plan for the property.

In any Fiscal Year, if it is determined that (i) a parcel map for a portion of property in CFD No.
2006-1 was recorded after January 1 of the prior Fiscal Year (or any other date after which the
Assessor will not incorporate the newly-created Parcels into the then current tax roil), (i)
because of the date the parcel map was recorded, the Assessor does not yet recognize the new
Parcels created by the parcel map, and (iii) one or more of the newly-created Parcels meets the
defimtion of Developed Property, the Administrator shall calculate the Special Tax for the
property affected by recordation of the parcel map by determining the Special Tax that applies -
separately to each newly-created Parcel, then applying the sum of the individua! Special Taxes to
the master Assessor’s Parcel that was subdivided by recordation of the Parcel Map.
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C. MAXIMUM SPECIAL TAXES

I Facilities Special Tax

The following Facilities Special Tax rates shall apply to all Parcels of Developed Property within
C¥D No. 2006-1:

TABLE 1

DEVELOFPED PROPERTY
MAXIMUM FACILITIES SPECTAL TAX
FiscAL YEAR 2007-08 =

Facilities

Square Feet of Special Tax

Product Type

Living Area

Fiscal Year 2006-07 *

Single Family Attached Property

< 800 square feet

$790 per Residential Unit

Single Family Attached Property

800-1,000 square feet

$916 per Residential Unit

Single Family Attached Property

1,001-1,450 square feet

$969 per Residential Unit

Single Family Attached Property

1,451-1,650 square feet

$1,185 per Residential Unit

Single Family Attached Property

1,651-1,800 square feet

$1,310 per Residential Unit

Single Family Attached Property

1,801-1,975 square feet

$1,418 per Residential Unit

Single Family Attached Property

1,976-2,150 square feet

$1,490 per Residential Unit

Single Family Attached Property

> 2,150 square feet

$1,580 per Residential Unit

Single Family Detached Property

< 1,400 square feet

$1,257 per Residential Unit

Single Family Detached Property

1,400-1,550 square feet

$1,364 per Residential Unit

Single Family Detached Property

1,551-1,700 square feet

$1,454 per Residential Unit

Single Family Detached Property

1,701-1,850 square feet

$1,580 per Residential Unit

Single Family Detached Property

1,851-2,000 square feet

$1,705 per Residential Unit

Single Family Detached Property

2,001-2,150 square feet

$1,795 per Residential Unit

Single Family Detached Property

2,151-2,300 square feet

$1,939 per Residential Unit

Single Family Detached Property

2,301-2,450 square feet

$1,993 per Residential Unit

Single Family Detached Property

2,451-2,600 square feet

$2,064 per Residential Unit

Single Family Detached Property

2,601-2,750 square feet

$2,190 per Residential Unit

Single Family Detached Property

2,751-2,900 square feet

$2,280 per Residential Unit

Single Family Detached Property

> 2,900 square feet

$2,370 per Residential Unit

Other Property

N/A

$22,450 per Acre

* On July 1, 2008 and on each July 1 thereafter, all figures shown in Table 1 above shall be increased by an
amount equal fo 2.0% of the amount in effect for the prior Fiscal Year
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2. Services Special Tax

The following Services Special Tax rates shall apply to all Parcels of Developed Property within.
CFD No. 2006-1:

TABLE 2

DEVELOPED PROPERTY _
MAXIMUM SERVICES SPECIAL TAX
FIscaL YEAR 2007-08 *

Services

Square Feet of Special Tax

Product Type

Living Area

Fiscal Year 2006-07 *

Single Family Attached Property

< 800 square feet

$586 per Residential Unit

Single Family Attached Property

800-1,000 square feet

$679 per Residential Unit

Single Family Attached Property

1,001-1,450 square feet

$719 per Residential Unit

Single Family Attached Property

1,451-1,650 square feet

$878 per Residential Unit

Single Family Attached Property

1,651-1,800 square feet

$972 per Residential Unit

Single Family Attached Property

1,801-1,975 square feet

$1,052 per Residential Unit

Single Family Attached Property

1,976-2,150 square feet

31,105 per Residential Unit

Single Family Attached Property

> 2,150 square feet

$1,171 per Residential Unit

Single Family Detached Property

< 1,400 square feet

$932 per Residential Unit

Single Family. Detached Property

1,400-1,550 square feet

$1,012 per Residential Unit

Single Family Detached Property

1,551-1,700 square feet

$1,078 per Residential Unit

Single Family Detached Property

1,701-1,850 square feet

$1,171 per Residential Unit

Single Family Detached Property

1,851-2,000 square feet

$1,264 per Residential Unit

Single Family Detached Property

2,001-2,150 square feet

$1,331 per Residential Unit

Single Family Detached Property

2,151-2,300 square feet

$1,438 per Residential Unit

Single Family Detached Property

2,301-2,450 square feet

$1,477 per Residential Unit

Single Family Detached Property

2,451-2,600 square feet

$1,531 per Residential Unit

Single Family Detached Property 2,601-2,750 square feet

$1,624 per Residential Unit

Single Family Detached Property 2,751-2,900 square feet

$1,690 per Residential Unit

Single Family Detached Property > 2,900 square feet

$1,757 per Restdential Unit

Other Property N/A

%

to April 2007.

Property,

* On July 1, 2008 and on each July 1 thereafter, all figures shown in Table 2 above shall be increased by
the lesser of (i) the increase, if any, In the Local Consumer Price Index (CPI) for the San Francisco-
Oakland-San Jose Area for All Urban Consumers, or (i) four percent (4%). The CPI used shall be as
determined by the Bureau of Labor Statistics from April to April beginning with the period from April 2006

**  The Maxinum Services Special Tax on a Parcel of Other Property shall be the amount needed per acre
to equal the Maximum Services Special Tax that applied to the Parcel prior to the Parcel becoming Other
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3. Undeveloped Property

The Maximum Facilities Special Tax for Fiscal Year 2007-08 for Parcels of Undeveloped
Property is $22,450 per Acre. On July I, 2008 and on each July 1 thereafter, the Maximum
Facilities Special Tax shall be increased by an amount equal to 2.0% of the amount in effect for
the prior Fiscal Year. No Services Special Tax will be levied on Undeveloped Property.

D. METHOD OF LEVY OF THE SPECIAT TAX

1 Facilities Special Tax

Each Fiscal Year, the Administrator shall determine the Facilities Special Tax Requirement and
shall levy the Facilities Special Tax as follows: '

Step 1:  The Facilities Special Tax shall be levied Proportionately on each Parcel of
Developed Property up to 100% of the Maximum Facilities Special Tax for such
Fiscal Year determined pursuant to Section C.I until the amount levied on
Developed Property is equal to the Facilities Special Tax Requirement prior to

- applying any Capitalized Interest that is available in the CFD accounts;

Step 2:  If additional revenue is needed to satisfy the Facilities Special Tax Requirement
after Step 1 and after applying Capitalized Interest to reduce the Facilities Special
Tax Requirement, the Special Tax shall be levied Proportionately on each Parcel
of Undeveloped Property up to 100% of the Maximum Facilities Special Tax for
Undeveloped Property determined pursuant to Section C.3;

Step 3: It additional revenue is needed to satisfy the Special Tax Requirement after
applying the first two steps, the Special Tax shall be levied Proportionately on
each Assessor’s Parcel of Excess Public Property, up to 100% of the Maximum
Facilities Special Tax for Undeveloped Property for such Fiscal Year.

2. Services Special Tax

Each Fiscal Year, the Administrator shall determine the Services Special Tax Requirement and
shall levy the Services Special Tax Proportionately on each Parcel of Developed Property up to
100% of the Maximum Services Special Tax for such Fiscal Year determined pursuant to Section
C.2 until the amount levied on Developed Property is equal to the Services Special Tax
Requirement for that Fiscal Year. No Services Special Tax shall be levied on Undeveloped
Property or Excess Public Property.

E. MANNER OF COLLECTION OF THE SPECIAL TAX

The Special Taxes for CFD No. 2006-1 shall be collected in the same manner and at the same
time as ordinary ad valorem property taxes, provided, however, that prepayments are permitted

US_WEST:260023030.1
40328-18 $548



as set forth in Section G below and provided further that the Authority may directly bill the
Special Taxes, may collect Special Taxes at a different time or in a different manner, and may
collect delinquent Special Taxes through foreclosure or other available methods.

The Facilities Special Tax shall be levied and collected until principal and interest on Bonds
have been repaid and Authorized Facilities have been completed. However, in no event shall
Special Taxes be levied after Fiscal Year 2045-46. Under no circumstances may the Facilities
Special Tax on one Parcel be increased by more than ten percent (10%) as a consequence of
delinquency or default in payment of the Facilities Special Tax levied on another Parcel or
Parcels. The Services Special Tax will continue to be levied and collected unless and until the
Authority determines that the Services Special Tax no longer needs to be levied to pay for
Authorized Services.

F. EXEMPTIONS

Notwithstanding any other provision of this Rate and Method of Apportionment of Special Tax,
no Special Tax shall be levied on up to 110.72 acres of Public Property within CFD No. 2006-1.
A Facilities Special Tax may be levied on Excess Public Property pursuant to Step 3 of Section
D.1; however, a public agency may require that the Facilities Special Tax obligation on land
conveyed to it that would be classified as Excess Public Property be prepaid pursuant to Section
G below. No Facilities Special Tax shall be levied in any Fiscal Year on Parcels that have fully
prepaid the Facilities Special Tax obligation pursuant to the formula set forth in Section G.

No Special Tax shall be levied in any Fiscal Year on Parcels for which a building permit was
issued for construction or reconstruction of a building unless the structure includes For-Sale
Residential Units, Taxable Renta] Units, or Other Property. In addition, no Special Tax shall be
levied on property for which a building permit has not vet been issued if it is determined, by
reference to the East Garrison Vesting Tentative Map, that the entire Parcel is expected to be
developed for a use other than For-Sale Residential Units. If even a portion of the Parcel is
expected to be developed as For-Sale Residential Units, the entire Parcel shall be taxed as
Undeveloped Property.

G. PREPAYMENT QF SPECIAL TAX

The following definitions apply to this Section G-

“Construction Fund” means an account specifically identified in the Indenture to hold funds
which are available to acquire or construct Authorized Facilities.

“Future Facilities Cost” means the Public Facilities Requirement (as defined below) minus
public facility costs funded by Previously Issued Bonds (as defined below), interest earnings on
the construction fund actually earned prior to the date of prepayment, Special Taxes, developer
equity, and/or any other source of funding.
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“Indenture” means the bond indenture, fiscal agent agreement, trust 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.

“Outstanding Bonds” means all Previously Issned Bonds which remain outstanding, with the
following exception: if a Special Tax has been levied against, or already paid by, an Assessor’s
Parcel making a prepayment, and a portion of the Special Tax will be used to pay a portion of the
next principal payment on the Bonds that remain outstanding, that next principal payment shall
be subtracted from the total Bond principal that remains outstanding, and the difference shall be
used as the amount of “Outstanding Bonds” for purposes of the prepayment formula.

“Previously Issued Bonds” means all Bonds that have been issued for CED No. 2006-1 prior to
the date of prepayment.

“Public Facilities Requirement” means $20,000,000.
1. Full Prepayment of Facilities Special Tax Obligation

The Facilities Special Tax obligation applicable to an Assessor’s Parcel in CFD No. 2006-1 may
be prepaid and the obligation of the Assessor’s Parcel to pay the Facilities 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 at the time of
prepayment. The Services Special Tax obligation may not be prepaid.

An owner of an Assessor’s Parcel intending to prepay the Facilities Special Tax obligation shall
provide the Authority with written notice of intent to prepay. Within 30 days of receipt of such
written notice, the Authority shall notify such owner of the prepayment amount for such
Assessor’s Parcel. Prepayment must be made not less than 75 days prior to any interest payment
date for Bonds to be redeemed with the proceeds of such prepaid Facilities Special Taxes.

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

Bond Redemption Amount
plus: Future Facilities Amount

plus: Redemption Premium
plus: Defeasance Requirement
plus: Administrative Fees and Expenses

minus:  Reserve Fund Credit
equals  Prepayment Amount

As of the proposed date of prepayment, the Prepayment Amount shall be determined by
application of the following steps:

Step 1. Determine the greater of (i) the total Maximum Facilities Special Tax that could
be collected from the Assessor’s Parcel prepaying the Facilities Special Tax in the
Fiscal Year in which prepayment would be received by the Authority, or (i1) the
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